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PART I: PROJECT IDENTIFICATION

Project Title: Sustainable forest management to enhance the resilience of forests to climate change in
China
Country: China GEF Project ID:
GEF Agency: FAO GEF Agency Project 1D: 619120
Other Executing Partner(s): | State Forestry Administration | Submission Date: April 5, 2013
(SFA)
GEF Focal Area (s): Climate Change, Biodiversity | Project Duration (months): | 72
Multi-Focal Areas
Name of parent program (if Agency Fee ($): 679,509
applicable):
 _ For SPM/REDD+
A. FOCAL AREA STRATEGY FRAMEWORK:
. Trust Indicative Ind(l;::_tlve
Focal Area Objectives Grant . .
Fund Financing
Amount ($) )
CCM-5: Promote conservation and enhancement of carbon stocks through GEFTF i
sustainable management of land-use, land-use change, and forestry. 4,475,455 | 30782000
BD-2: Mainstream biodiversity conservation and sustainable use into production GEFTF
landscapes/seascapes and sectors. 889,091 5768000
SFM/REDD-1: Reduce pressures on forest resources and generate sustainable GEFTF
flows of forest ecosystem services. 1,788,182 { 11850000
Total project costs 7,152,728 | 48,400,000

B. PROJECT FRAMEWORK

Project Objective: To enable rural communities in three Chinese provinces to practice incentive-based sustainable forest
management to enhance carbon sequestration and biodiversity conservation through reforestation and restoration activities.

P Indicative
Project Grant Trust Indicative Co
Component Type Expected Outcomes Expected Outputs Fund Grant i
p P Amount (§) ﬁna(r;)cmg
TA 1.1; Provincial Forestry I.1.1 A package of GEF | 760,274 6,000,000
Component 1. Bureaus (PFB) and (farmer- | modifications in forest TF
Strengthened based) Forest Management | regulations, policies and CcC:
institutional, policy Units (FMU) apply new standards for household- 447,045
and regulatory policies and guidelines for level SFM & biodiversity
frameworks for forest SFM and biodiversity consetvation including: (i) BD:
management. conservation in their work. regulations with forest 134,410
resulting in: ecosystemns / biodiversity
- Improved effectiveness of | Sriteria, management SFM:
standards for SFM and 178,819

policies that integrate SFM
(as measured by tracking
tool).

- Improved SFM and
biodiversity-oriented
management of 40,000 ha
of forestiand in project
provinces {direct impact)
and improved SFM across
30% of plantation forests or
2,433,000 ha in three pilot
provinces (indirect).

- Habitat improved and
restored for rare and

enforcement guidelines; (ii)
guidelines to facilitate the
adoption of key incentives
by farmer households for
SFM, (short & long term).

1.1.2 National programme
for biodiversity conser-
vation across household
forests endorsed by SFA.

1.1.3 Strengthened bio-
diversity standards for

certification (China Forest

1 Refer to the reference attached on the Focal Area Results Framework and LDCF/SCCF Framework when completing table A.

2 TA includes capacity building and research and development.
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endangered species,
including:
- Sitver oriole (VU) (Oriolus
mellianus)
- White-eared Night Heron
{CR) (Gorsachius
magnificus)
- Chinese Yew (EN)
(Taxus wallichiana)

- 3 Provincial and 6 County
Forest Bureaus staff
trained in and applying
respective guidelines for
SFM, bicdiversity, and
MRYV.

Certification Scheme or
CFCS), incl. high conserv-
ation value assessments &
guidelines for mainstream-
ing such standards and
assessments into
community-based SFM.

1.1.4.a Guidelines to:
improve forest inventory
procedures to account for C
and GHG emission from
land-use.

b. MRV guidelines for
REDD+ activity enable
forest carbon monitoring
system to account for C
sequestration and avoided
emissions from land-use.

1.1.5 Training program in
the use and application of
new policies and guidelines
at provincial, county and
township levels.

Component 2. TA 2.1. FMUs empowered and | 2.1.1. Strengthened SFM, GEF 5,001,249 3;6,000,000
Innovative forest capacitated to demonstrate | biodiversity and carbon TF |
management unit improved SFM (reforest- sequestration knowledge BD: ‘
models for SFM, ation of damaged forests, and capacity of at least 100 642,181
enhancing carbon restoration and silvicultural | Forest Management Units
storage and certifying transformation of mono- (FMUs). CcC:
biodiversity cultural forests; and natural 3,145,342
conservation through regeneration) across 40,000 [ 2.1.2. At least 100 pilot ‘
forest management ha of forest land resulting SFM plans designed and SFM: |
that enhances in: applied by FMUs 1,213,726 ;
generation of - SFM knowledge effectively | mainstream biodiversity ;
revenues, transferred to provinical conservation (CFCs |
demonstrated and forestrey bureaus and FMU, | standards)  and  carbon
adopted sequestration as key
- 15,000 ha degraded forest objectives.
under improved SFM 2.1.3. At least 50 practical
increases sequestration; busincss plans complement
benefits accruing years /-6: he SFM Pl . thp
11,591,474 1CO%. For the SFM plans wi
years 7-15 (post-project} : sustam&fble revenue
46,595,156 1COse; gene‘ratmg activities
detailed.
- 15,000 ha monoculture
conversion to mixed stand. | 3 1 4. At least 2 SFM plans |
increases sequestration! with main elements of |
benefits accriing yearsi-6: voluntary carbon  market i
-3, 66],867 !CO;E. For “Pandﬂ Staﬂdﬂrd” (PS)
years 7-15 (post-project): methodelogy for “Improv-
46,770,652 tCOxe ing Low Value Forests”
- 10,000 ha under natural incorporated.
regeneration increases
sequestration: benefits 2.1.5. At least 30 FMUs
acecruing years {-6; strenghtened  in  their
6,658,1311C0%. For years | capacities for SFM and in
7-13 {post-project): their ability to plan. |
26,051,774 1COse:
2.1.6. SFM model
scenarios applied to i
- At least 30,000 hectares of | enhance carbon storage in :
FMU managed forest forest systems. ‘
certified under the CFCS. . ‘
- At least 500 families
benefiting from an 1
incremental  stream  of |
benefits brought by SFM }
i
|
| 2
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Component 3. 3.1. Enhanced capacity and | 3.1.1 Provincial and GEF 1,051,205 5,200,000
Knowledge knowledge base for forest county-level forest bureaus | TF
development; management and trained in carbon and CC: 670,568
education, awareness monitoring resulting in: biodiversity monitoring; - SEM: 310,637
building; monitoring, - Improvement in capacity in MRV to inform national T
evaluation and development indicators in forest inventory and carbon BD: 70,000
disscminati_on of best Capacity Development monitoring system,
practices. Scorecard —township enabling it to account for C
forestry technicians, 2,600 | sequestration and AE from
FMU members applying land-use; and to support
SFM practices. monitoring of forest
ding to
- Awareness of ecosystem management according
service and other benefits CFCS standards.
Jrom sustainable land,
Jorest and biodiversity 3.1.2 Data management
management increased by por:tals for stalf:eh_olders at
30% over baseline levels in | National, provincial and
2 target audiences county levels
(government staff and
FMUs). 3.1.3 Strengthened social
. tworks and new social
- increased uptake of FMUs NERVOTK
(no. of user groups engaged gapltal in the form of local
in SFM increases against orest. m.anagement
baseline target). associations.
3.1.3 Targeted education,
awareness and outreach
campaigns aimed at specific
target audiences
implemented.
3.14 M&E system
established to measure pro-
ject progress and impacts.
Sub-Total 6,812,728 47,200,000
Project management Cost (PMC)’ 340,000 1,200,000
Total project costs’ 7152,728 | 48,400,000
C. INDICATIVE CO-FINANCING FOR THE PROJECT BY SOURCE AND BY NAME IF AVAILABLE, ($)
Sources of Co-financing Name of Co-financier Type of Co-financing Amount (3)
National Government and State Forestry Administration and .
Provincial Governments Provincial Forestry Departments In-kind 40,800,000
National Government and State Forestry Administration and Cash 7200.000
Provincial Governments Provincial Forestry Departments -
GEF Agency FAO Grant 400,000
Total Co-financing St 48,400,000

D. INDICATIVE TRUST FUND RESOURCES REQUESTED BY AGENCY, FOCAL AREA(S) AND COUNTRY

GEF Type of Country Grant Amount Agency Fee () Total ($)
Agency | Trust Focal Area Name 3 @) )
Funds ()] c=a+b
FAO GEFTF | Climate Change Mitigation | PR China 4,475,455 425,168 4,900,623
FAO GEFTF | Biodiversity PR China 889,091 84,464 973,555
FAO GEFTF SFM/REDD PR China 1,788,182 169,877 1,958,059
Total Grant Resources 7,152,728 679,509 7,832,237
" Indicates fees related to this project.
E. PROJECT PREPARATION GRANT (PPG)
Amount Agency Fee for
Requested ($) PPG ($)*

» (Up to) $50k for projects up to & including $ 1 million

3 To be calculated as percent of subtotal
* PPG fee percentage follows the percentage of the GEF Project Grant amount requested.
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s (Up to) $100k for projects up to & including $ 3 million
» (Up to) $150k for projects up to & including $ 6 million
+ (Up to) $200k for projects up to & including § 10 million
» (Up to) $300k for projects above $ 10 million

153,200 14,554

PPG AMOUNT REQUESTED BY AGENCY, FOCAL AREAS AND COUNTRY FOR MFA AND/OR MTF PROJECT
l

ONLY

|
Type of GEF Country PPG (3) (a) Agency Fee Total (3)
Trust A Focal Area Name ($) (b) l
Funds gency ceat+h
GEFTF FAO Climate Change Mitigation | PR China 91,000 8,645 99,645
GEFTF FAO Biodiversity PR China 24,150 2,294 26,444
GEFTF FAO SFM/REDD PR China 38,050 3,615 | 41,665
Total Grant Resources 153,200 14,554 167,754

PART II: PROJECT JUSTIFICATION l

A. PROJECT OVERVIEW

A.1. Project description. Global environmental problems, root causes and barriers that need to be addressed
l

1. In 2006, China’s 7th National Forest Inventory (NFI) determined the total extent of forest coverage in
China to be 196,524,000 hectares. In 2010, FAO’s China Forest Resources Assessment (FRA) pro_lected the
total extent of forest coverage to be 206,860,000 ha or ~22% of the land area. Of this 125,403,000 ha is natural
forest’; 64,545,000 ha is plantatlon forest, and 16,912,000 ha of recently afforested, cut or burned areds. Total
standmg volume is 14.9 billion m’. Box 1 summarizes the forest type by each one of the pro_lect 8 three pilot
provinces, the total coverage and representatwe forest biomes. China’s forest area has been increasing stead1ly
during the last two decades, averaging an annual 1.39% increase since 1990 (Global FRA 2010).

2. But this is a story of
quantity over quality. | Many

Box 1: Forest type, # ha and representative forest biomes in pilot provinces.

Project prov;;:)cre:s/t type Ha Forest Biome millions of acres of China’s
Henan forests are monoculture, single
Natural forest 1,192,000 | Temperate coniferous; Temperate [ 98¢ stands with weak resxhence o

Plantation Forest 2,174,000 | deciduous broadleaf; Mixed climate induced shock‘s and
coniferous and broadleaf. natural pests. And, monoculture

Guangxi stands have been found to have
Natural Forest 5,178,000 | Subtropical coniferous; Sub- lower carbon stocks both above
Plantation forest 5,155,000 | tropical evergreen broadleaf; and below ground, dimlnishing

Hainan Island their usefulness for |carbon

Natural forest 500,000 | Sub-tropical evergreen broadleaf; sequestratlon 7 1t is also a story
Plantation forest 1,253,000 | Tropical rain forest/monsoon. of rapid change not only in the

s I,
Forest area in 3 15,452,000 number of hectares but|in the

rovinces: a |
B ownership of those forests (or it is

more accurate to say the ownership of the wse nghts of those forests since all land in China ult1mately is
owned by the central government). For example in the five years between the 6" NFI and the 7"‘ NF],
ownership patterns changed dramatically: the number of ha of forestlands under private ownership (mdmdual
households and corporations) nearly doubled from 34 to 62 million. Collective-owned forest lands de‘creased
from 68 to 57 million ha and State-owned forest lands remained largely unchanged. This GEF incremental
investment will help forest stakeholders and in particular the most rapidly growing segment of forest
owners/managers (household level) to improve the quality of forestlands while generatmg global benefits from

increased carbon sequestration and improved habitat for rare and endangered species.

5 primary forests that have never been harvested or secondary forests that have been allowed to regenerate naturally at times
supplemented with some planting

% He, Y, et. al. 2012, Carbon storage capacity of monoculture and mixed species plantations in subtropical China. Forest Ecology and
Management 295 (2013) 193-198.
7 Kanowski, ]. and Catteral, C. 2010. Carbon stocks in above-ground biomass of monoculture plantations, mixed species plantations,
and environmental restoration plantings in north-east Australia. Ecological Management and Restoration, Vol. 11 Ne. 2.
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3. This story of increasing forest area carries over to carbon stocks in China’s AFOLU sector (Box 2).
China’s net CO, removal through land use change and forestry was 422 Mt after considering emissions from
forest land conversion and sequestration from forest growth (2™ NCCC, 2012). Box 2 summarizes data on
carbon biomass as reported through the 2010 FRA. Above ground carbon (C) stocks as of 2010 for China as
whole were 6.202 billion metric tonnes.

4, China ranks in the top three countries in the world for biodiversity with a flora of about 30,000 species
of vascular plants, of which 58% or 17,300 are endemic including 8 genera of gymnosperms and 232 genera of
angiosperms (2.5% and 7.4% respectively). The project’s site provinces (Henan, Guangxi, Hainan) contain at
least four hotspots for “endemic woody

Box 2: Forest resource assessment data on C in forest biomass,

sced plant species” diversity o FRA 2010 Categories 2000 2005 2010
EWSPS, m_cludmg Hainan Island and C in above-ground biomass 4013.9 4392.1 4675.5
the mountainous areas of western and |y below-ground biomass 1281.0 | 1409.9 | 15274
northern Guangxi and western Henan. (“yotal: C in living biomass 52050 | 58019 | 62029
Notable rare and endangered tree || (million metric tonnes)

species threatened with habitat loss
include Gingko (Gingko biloba ; EN), Chinese or Himalayan yew (Taxus wallichioana; EN), the endemic Nan
(Phoebe zhennan; VU & P. nanmu: EN), and the endemic Fragrant rosewood (Dahibergia odorifera; VU).

5. The project’s pilot provinces encompass globally significant fauna diversity, including at lease one
Global 200 Ecoregion (Southeast China-Hainan Moist Forest) and least three Endemic Bird Areas (EBA):
Chinese Subtropical Forest EBA; South-east Chinese Mountains EBA; Hainan EBA. The Subtropical Forest
EBA is home to the endemic Golden fronted fulvetta (Alcippe variegaticeps) and the restricted range Silver
oriole (Oriolus mellianus; VU). The mixed broadleaf-coniferous forest of the South-east Chinese Mountains
EBA is home to four restricted range species, including the White-eared night heron (Gorsachius magnificus -
CR), the endemic Cabot’s tragopan (Tragopan caboti), the endemic White-necklaced partridge (Arborophila
gingica) and the endemic Elliot’s pheasant (Syrmaticus ellioti). Hainan EBA’s Montane evergreen forest and
lowland evergreen rain forest harbors 46 endemic sub-species including: the Grey Peacock pheasant
(Polyplectron katsumatae) the Black browed barbet (Megalaima oorti faber} and the Blythe’s kingfisher
(Alcedo Hercules - VU). The southeast China-Hainan region also harbors endemic amphibians including the
Asiatic salamander (Vibrissaphora liv) and the horned toad (Megophrys kuatunensis).

2) Baseline scenario and associated baseline projects;

6. BASELINE: The PRC has long recognized the importance of forests to its national well-being and has
made and continues to make considerable baseline investment to address the forest loss and degradation
primarily through afforestation activities. Deforestation in the mid-late 20™ century in China created huge
areas devoid of forest. Afforestation programmes in many provinces, mainly in the south and south west, over
the past 30 years have led to considerable expansion of plantation forests that now have watershed, and other
ecosystem service values. Over the five year period 2004 to 2009 the national forest area increased by more
than 20 million ha through what are known as the Six Key Ecological Forestry Programs, including the
Shelterbelt Programme in the Three-Norths Region and along the Yangtze River (commenced 1978 & 1989),
Coastal Shelterbelt Programme (commenced 1991), Natural Forest Conservation Programme (2000 to 2020),
Grain for Green Programme (commenced 2000), and the Nature Reserves and Biodiversity Conservation
Programme (commenced 2001). The total investment in forestry by the Government between 1998 and 2010
increased from US$ 2.26 billion (13.53 billion Yuan) annually to US$ 20.49 billion (122.96 billion Yuan)
annually, an average annual increase of ~ 20% over 12 years. Substantial funding has been directed into
various afforestation and other forestry programmes referred to above, also into forest fire and pest control
programmes, development of forest industry, strengthening of an ecological culture and enhancing public
awareness of forestry. Afforestation has in most places been immensely successful in terms of area covered.
However, these afforested areas have little biodiversity value and lack resilience, which is key to sustainable
biodiversity conservation and carbon sequestration. This has led to increasing levels of forest degradation over
time as mono-culture stands fall prey to pests and weather events. While this has been a challenge for many
rural communities, the presence of millions of hectares of degraded forestland presents a strategic opportunity
for innovative initiatives to help China further shift forest management in the direction of ecosystem-based

SFM with significant global benefits in the

Box 3: Afforestation vs reforestation (FRA 2010) biodiversity and CC areas.
Category Arca (1,000 ha) 7. Although the need for restorative reforestation
1990 2000 2005 efforts is acute, reforestation has been a relatively
Afforestation 50945 | 473711 43850} )] part of China’s forest work in recent years. Box
Reforestation 625.0 630.0 3044 J| 5 jllustrates this reality, showing that the number of
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hectares reforested in 2005 declined to less than 1/10 the number of hectares afforested. There are many
single species even—aged forest stands, established 10-30 years ago. Most forests in this category have not been
thinned or managed in a meaningful way since they were established. Depending on age, location and forest
history there has been little to no wood harvesting. Forests are at risk of damage or loss as they become older
and more vulnerable to extreme weather events, especially wind, pests and diseases and lack biodwersny and
ecological resilience. Restoring the health of existing degraded forests through reforestancn/restcratlqn is not
an area where China has focused its efforts. It is strategic for the GEF to provide incremental support to this.

8. China’s forest land is State-owned but progressive revision of policies from the 1990s has led to far-
reaching reform of land use rights and management of forest resources, arguably the largest underlaken in
modern times anywhere both in terms of area and the number of people affected. Forest land use reforms have
been applied to approximately 100 million ha that is home to more than 400 million people and 1s widely
promoted by the Government as a step towards private household property, part of the broader social and
political trend aiming for the de-collectivization of China’s rural landscape and the establxshmentl of free
markets. Forestry programme operations are decentralized to provinces and counties. The larger plantanons
are sometimes county-owned forest farms that enjoy considerable managerial autonomy, others are managed
1nd1v1dually as local village-based management units. Slgmficant private investments are being made‘ in fast-
growing short rotation plantations on land held by farmers owning the management rights. This policy shift is
now central to forest development planning and investment considerations in the forestry sector and is a
significant basis for improving the socio-economic situation of rural communities, especmlly forest
communities., Pilot trials of this new approach to forest harvest management commenced in 2008 in 193

|
counties in 24 provinces. |

9. The aim is to shift from volume quota management to the introduction of planned SFM based forest
management plans that emphasize the formation of multi-species stands and increasing floral dlver51ty
including in the understory; both are positive for maintaining biodiversity and ecosystem health. Such plans
would emphasize local ecological conditions and multiple functions of forests. Currently, such management
practices lack any robust certification standards, providing a strategic entry point for GEF ﬁnancmg In
addition, this shift in management emphasis has not kept pace with the fast-paced change in forest land
ownership referred to above — to the decentralization of forest land use down to the community and farmer
household level. Enabling SFM among the increasing number of forestland owners is a significant challenge
particularly when combined with C sequestration and biodiversity goals and objectives. A compeilmg mix of
incentives will be key to facilitating this change at the forest level. The proposed GEF project will fpcus its
incremental efforts on demonstrating the possibility of generation a stream of benefits thatprovides an
incentive to the changes in local livelihoods that SFM adoption will imply. While the revenue fronl carbon
credits will provide income benefits in the longer term, the project will also pilot local specific mcentlves to

adoption of SFM in the short term. l

10.  Forest certification. Forest certification is growing in China with the ongoing work of the FSC land the
SFA’s own China Forest Certification Scheme (CFCS), now under formal review for endorsementi by the
Geneva-based Programme for the Endorsement of Forest Certification Schemes (PEFC). Looking to develop a
forest certification scheme with Chinese characteristics the design of the CFCS started in 2001 and cohcluded
with the launch of CFCS in 2010. The CFC Council oversees the CFCs program. Its Working Gfoup on
Standard Setting is in charge of formulating CFCS’s certification standards. The standards must go thl ough

field trials, expert and public consultations and expert approval before official publication. |

11.  Multiple  forest cenlﬁcatlcn

standards will be elaborated un‘der the

FMCS Principles for certification of SFM:

1: Comply with national legal framework CFCS, including: forest management
2: Clearly defined forest tenure/use rights (FM) certification and chain- of—custody
3: Recognition and respect for local community and laborer’s rights (CoC) certification, carbon sink forest
4: Scientific forest management plan necessary certification, non-timber wood i)roduct
3: Apply silviculture practices to support SFM certification, certification of | forest
6 Ferest management shall conserve and imprm{e biodiversity ' ecosystem services. The FM and CoC
g Il\)fhmmme environmental lmpacts-&.: emphasize ecosystem services certification standards have alrea‘dy been
: Protect forest from fire, pests and disease . I
9: Forest monitoring is important to inform good management promulgated, while the formulz}hon of

the other standards is ongoing. |

12. CFCS8’s FM Certification Standard (FMCS). China’s FM standard inciudes 9 principles, 45 criteria and

118 indicators. The FM Standard prescribes the principles, criteria and indicators that shall be fcllowe(‘i by the

certification of sustainable forest management and the performance requirements that forest management unit

shall realize in order to achieve sustainable forest management. In 2009, the first third party independent
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certifier was established and in 2011, more than 3.4 million hectares of forests in NE China were certified
under the CFCS. To date, the CFCS has not been applied to farmer household forests due to barriers associated
with inadequate policy and planning capacity, costs of certifying small holdings, and awareness. GEF funds
will enable stakeholders to overcome such barriers, and enable farmer households to form FMUs in order to
have larger areas certified at once, reducing costs raising awareness of the benefits of certification.

13.  Forest Inventory & Carbon Monitoring. In 2010 the SFA set up the National Forestry Carbon
Sequestration Accounting and Monitoring Center (NFCSA) in the Academy of Forestry Inventory and
Planning. The NFCSA works through a network of national level institutions such as Chinese Academy of
Forestry Science to claborate the monitoring methodology and to gather and analyze national-level baseline
data on forest carbon stock and carbon flux. Currently carbon monitoring is a national level activity with no
local level monitoring methodologies developed or piloted. Ultimately four regional carbon monitoring centers
will operate in the northwest, central south, east and southwest of China in the corresponding regional
institutions of forestry survey, planning and design. GEF incremental funds will enable the Center to develop
and pilot local-level monitoring methodology working with local stakeholders to begin C monitoring
(sequestration and avoided emissions) to complement the national, large-scale approach of the Center. GEF
inputs will support capacity-building activities on MRV (measurement, reporting, verification} of sub-national
activities for local governments.

14. Voluntary Carbon Market. Carbon emission trading is coming to China, creating new innovative
opportunities for incentive based approaches to SFM. The 12" FYP (2011-2015) calls for establishing a
national carbon emission trading system by 2015. Experiments with voluntary markets are in their early stages
and are growing in number. Voluntary Emission Reductions (VERS) have been established. The Shanghai
Environment and Energy Exchange completed China’s first “Standard for Voluntary Carbon Emission
Reduction™, approved by NDRC in 2011.

15. The China Beijing Environment Exchange (CBEEX) and BlueNext, with the support of Winrock
International, founded the Panda Standard (PS) as the first voluntary carbon standard designed specifically for
China, in order to support the nascent carbon market and encourage investment in the rural economy.
Governed by the Panda Standard Association, the PS focuses on Agriculture, Forestry and Other Land Use
(AFOLU) offset projects with poverty alleviation benefits. The PS determines additionality using both
standardized and project-based methods. To date in AFOLU Sector, the PS has one approved methodology
(bamboo) and in December 2010, BlueNext, the Agence Frangaise de Développement, and CBEEX signed a
MoU to support a 15000 ha bamboo plantation as the first pilot project for the PS. The methodology for the
project was finalized and approved by the Technical Committee in early 2012 and it was registered in late
2012. A second PS methodology Grassland restoration is undergoing review for approval. The Nature
Conservancy of China is working to develop a third AFOLU PS methodology entitled fmproving Low-value
Forests with a focus on degraded lands that are expected to remain degraded or continue to degrade in the
absence of the project, Completing the methodology and field-testing it with forest bureaus and private forest
land owners will be the next step. In July 2012, the NDRC issued a regulation on “Interim Measures for the
Administration of National GHG Emission Voluntary Trading Activities”, which lays the foundation for
domestic carbon offsets in China. The Panda Standard is in the process of being approved by the NDRC; when
this happens, the CCERs (Chinese Certified Emission Reductions) credits generated under the PS will be
cligible in the country’s future carbon markets. GEF incremental support will enable communities to assess the
feasibility of accessing carbon markets and support capacity-building activities. Based upon the assessment of
pros and cons, GEF support FMUG-based efforts to access certification schemes.

16. Baseline Programmes: A European Investment Bank-Government of China (EIB-GOC) Forestry
Framework Loan (February 2012, €100 million), together with Government of China co-financing, serves as
this project’s primary “baseline programme. The Forestry Framework Loan focuses on four main areas of
work: (i) establishment of protective forests for soil and water erosion control/timber forest plantation;
economic trees, (ii) tendering or modification of low-efficiency forest, (iii) sustainable development of forest
ecosystems, (iv) establishment of biomass plantations. Activities funded under this new framework loan will
include capacity building, long-rotation afforestation and the development of socially and economically
important forests having high and sustainable income generation potential. This approach provides a strategic
baseline for the GEF’s incremental investment, which focuses on developing, piloting and replicating new and
innovative tools and incentives for mainstreaming biodiversity and sequestering and avoiding CO2 emissions,
including forest management certification and SFM-based reforestation and restoration {not afforestation). The
GEF investment will enable stakeholders to focus more on: a) enhancing forest productivity to avoid the losses
of carbon from management neglect/forest decay and enhance carbon sequestration; and b) the mainstreaming
of biodiversity conservation objectives and practices into local level SFM.
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17. To maximize the strategic synergies between the GEF project and the EIB Framework Loan, the GEF
project will be designed to enable and catalyze the replication of its piloted activities by larger mvestments
under the EIB Framework Loan. The PIF preparation team has judged that the GEF resources will dlrectly
top-up or improve approximately US$48 million of the total baseline program amount summarlzed below.
This is the amount that is included in the co-funding. This will be further refined and/or expanded under the

PPG process. The GEF resources will enable local stakeholders at the county and township levels to

demonstrate improved forest management under three different scenarios using an approach that m‘tegrates

new and innovative incentive mechanisms (forest management certification and/or voluntary carbon markets)
into these efforts. It will also expand awareness and improvement of SFM that over time will lead to more
sustainably managed ecosystems and more ecologically resilient forests that better conserve biodiversity and
store carbon on a sustainable basis. GEF’s incremental investment, by complementing China’s baseltne will

yield significant global benefits over time across China’s millions of hectares of forestlands. |
|

Co-financing Name of Type of |
sources baseline Co- Brief Description of Co-funded Baseline Project Activities Co- Amoqnt (%)
project financier financing l
National SFA - FA staff services and procurement of facilities. In-kind 124,000,000
Government - Establishment of forests demonstrating fire protection & control. (EIOO,DO0,000)

- Focuses on state managed and controlled plantation areas.

- Carbon monitoring at national level

- CFCS8 in late stages of development; early stages of use.

- Voluntary carbon market for AFOLU in nascent stages.

Moulti-lateral EIB - Afforestation, protective forests for erosion control/timber forest Lean 124,000,000
plantation; economic trees, (€100,000,000)

- tendering or modification of low-efficiency forest,

- establishment of biomass plantations & capacity building

Total | US$248,000,000

18.  Threats: Climate Change (CC): CC is the predominant over-arching threat to forest ecosystem llealth in

China, particularly the planted/managed forests that are the focus of this PIF and baseline programme The
unforgiving continental climate inland and the sensitivity of coastal sites to tropical storms aggravates the
ecologically fragility of many forests in China and their susceptlblhty to human-induced ecologrcal
disturbance. Observed and projected climatic changes, especially rrsmg winter temperatures, early sprmgs
unseasonably heavy rainfall and more extreme droughts will place increasing amounts of stress on Chma )
vast areas of managed forest and their ability to sequester carbon and sustain biodiversity. There has been an
increased occurrence of climate-related events specifically droughts and floods with grave consequehces for
ecological stability and for forest productivity and with serious repercussions for infrastructure and public
safety CC will aggravate the uneven distribution of water resources in China, already a serious concerll Rises
in temperature will increase evapo- transpiration, increasing stress on low resilience, mono- culture forest
stands. More frequent wildfires, continuing adverse impacts of insect pests and diseases, and greater water

stress are among the major factors of degradation and are predicted to accompany CC going forward. |

19. More than 27% of plant and animal species are considered threatened. CC events have} led to

considerable losses of forests in China. In January-February of 2008 freezing rain and snow with unusually
low temperatures in the southern-central provinces destroyed 20 million ha of forests, mostly young or‘ middle
aged conifer stands: a loss of 30 years’ of effort to reforest hilly land. The direct economic losses alone of this
extreme weather event exceeded $22 billion. The effects were widespread: crown loss, stem bendmg, trunk
breakage and uprooting., The damage led to secondary problems, particularly soil erosion, mudslides, insect
infestation and tree disease outbreaks, and later, of many forest fires because of the accumulation Bf dead
litter. In 2010 a prolonged drought in southwest China caused heavy forest losses, damagmg habltat for
wildlife and leading to forest fires. About 5.3 million hectares of forest have been lost in recent years. There
have been substantial losses of biomass and of sequestered carbon in forests through these climatic events -
losses aggravated by the fact that most of these forests are monotypic, single-age stands and thus lack

resilience to high and low temperatures and the impacts thereof. 1

20. The primary threat of CC to forest biodiversity is habitat degradation and possibly destructmn where
rare and endangered trees and other plants occur. The adverse impacts of pests and diseases may ialso be
aggravated by over-dense un-thinned forests, made worse by scant undergrowth comprised of only a few plant
species. CC is likely to worsen this situation and may cause larger areas of low resilience forests that are
inadequately managed to become vulnerable to damage from pests and diseases caused by changing climatic

conditions. This project can help address this concern by supporting the establishment of forests comp‘nsmg a

natural mix of species across the different critical forest niches, including rare species, and encouraging co-
|

|
|
!
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management by local communities. The project is likely to reduce risks of forest degradation and the impacts
of CC by promoting SFM practices founded on sound ecologically based forest management plans.

21.  Barriers: The baseline projects fall short of achieving long-term solutions for SFM to secure multiple
ecosystem services while enhancing ecosystem resilience to climate change, for the following reasons:

Barrier #1: Inadequate regulatory framework and management guidelines for sustainable forest management,
biodiversity mainstreaming and carbon sequestration and monitoring in forest areas

22, China’s forestry policy and legal framework is relatively well established and implemented. However, a
significant barrier to achieving sustainable forest and biodiversity management in forest areas is inadequate
regulations and guidelines, in particular, for implementing operational SFM programmes at village level
through community co-management in clearly conceived and effectively operated forest management units.
There is a need to compile local regulations and realistic guidelines that will provide practical and meaningful
guidance for implementing and monitoring SFM programmes. These will be understood and acceptable to the
farmer members of forest management units and to county-level state forest farms and will incorporate a range
of SFM models with imbedded incentives to adoption. The same can be said for the Chinese Forest
Certification Scheme (CFCS) which needs to address biodiversity concerns in a more robust, yet simple
manner. The Panda Standard and the voluntary carbon market in general, lacks sufficient guidelines for how to
begin the process of generating C credits and is in need of additional proof of concept in the form of verified
projects. The proposed GEF project can contribute towards overcoming this barrier by supporting the
formulation of guidelines for more robust biodiversity mainstreaming into the CFCS as well as a new
methodology for generating carbon credits while improving low value forests. This will require collaboration
between private forest land owners/managers and civil society stakeholders developing new methodologies.

Barrier #2: Inadequate kmowledge in many rural communities about how to apply SFM practices in a
practical and beneficial way.

23.  There is a trend towards decentralization of forest management responsibility and ownership of forest
resources to farmers. Far reaching reform of land policies introduced in the 1990s has led to the allocation of
land and forest user rights to farmers over large areas together with responsibility for forest management and
utilization. A barrier to achieving more effective forest management by farmers and forest management units
(farmer groups at a village level) and also many state forest farms is a lack of experience in actually designing
and implementing SFM programmes at the county or forest farm level. This results in inadequate knowledge
and low confidence about sound planned and sustainable forestry management technologies, which generate
streams of global and local incremental benefits, and their application in practice. There is a compelling need
to design and apply a range of training and other capacity building programmes that will lead to effective
comprehension about silvicultural principles and their application in practice for achieving sustainable forest
management outcomes. The GEF incremental investment will contribute positively towards overcoming this
barrier by providing suitable training to farmers and other stakeholders together with a range of
demonstrations of how sound forest methodologies can be applicd in practice and to enable them to be scaled-

up rapidly.
Barrier #3: Minimal experience in SFM and biodiversity conservation in production forest management

24.  The acceptance and implementation of SFM plans incorporating BD conservation by community groups
is a relatively new concept in China and is one of the barriers to the adoption and mainstreaming of
biodiversity conservation into SFM practices. Considerable efforts are needed to overcome this barrier through
patient and careful guidance from technical assistance that will gradually lead to an acceptance of this new
approach in forest management. The GEF incremental investment will contribute towards overcoming this
barrier by providing technical assistance and advice. Although there is increasing capacity and understanding
by local forestry officials in production and protection forestry concepts and practices there is a gap in their
understanding of the critical role of biological diversity in the management of forest landscapes and of its
importance for maintaining ecological complexity as an approach towards developing resilience and ability of

forests to store carbon.

25, In addition, conservation biology and landscape ecology, show that the geographic scale of biodiversity
management has been too restricted, focused more on specific areas much smaller than whole regions. The
GEF support and investment in this project will help to integrate biodiversity conservation objectives into
productive forest management practices and policies across China’s vast managed forest landscape and couple
them with incentives from carbon credits sale and private exploitation of forest revenue, opening up significant

new possibilities for managed biodiversity going forward.
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Incremental cost reasoning and the proposed alternative scenario, with a brief description of expected

outcomes and components and the project.

26.  The proposed project builds on and complements the baseline project. The GEF funded alternative will
address the above capacity constraints and policy barriers to mainstreaming biodiversity conservatéon and
SFM into productive forest management practice. GEF’s incremental investment will further strengthen
participatory management of forest resources to secure global biodiversity and climate change beneﬁts, and
national and local benefits for local communities. GEF funding will support measures to mltlgate‘chmate
change such as managing semi-natural forests and plantations to empha51ze natural regeneration thro‘ugh the
adoptlon of practical silvicultural practices that in turn will avoid emissions caused by forest degradatlon

increase sequestration through enhanced biomass and improve forest productivity. |

27. In the baseline program, China will establish 30 million hectares of new forest areas and work to
improve the management across 35 million hectares of existing planted forests, which currently suffer from
degradation and weak resilience in the face of climate extremes, resulting in the loss of carbon and
biodiversity. GEF’s incremental investment will enable these efforts to be based on a normative frarpework
and to establish mechanisms for the monitoring and certification of the improvement in forest management as
well as to pilot incentives to SFM such as revenue from carbon sequestration. The objective of the GEF

funded alternative is: “To enable rural communities in three Chinese provinces to practice mcentlv‘e-based
sustainable forest management to enhance carbon sequestration and biodiversity conservation through
reforestation and restoration activities.” The project’s incremental investment will enable the significant forest

management baseline to generate global benefits, as detailed in the table below: |

|

|

|

Global Benefits |

% Improved effectiveness of policies that integrate SFM (as measured by tracking tool). 1

% Improved SFM and biodiversity-oriented management of 40,000 ha of forestland in project provinces (direct 1mpact)
\

and improved SFM across 2,433,000 ha or 30% of plantation lands in the three pilot provinces (indirect). %
#» Habitat improved and restored for rare and endangered species, including: Silver oriole (VU) (Oriolus mellmnus),
White-eared Night Heron (CR) (Gorsachius magnificus); Chinese or Himalayan yew (EN) (Taxus walhchrana)
% SFM knowledge effectively transferred to provinical forestrey bureaus and FMU.
# 15,000 ha degraded forest under improved SFM increases sequestration: benefits accruing years 1-6: 11,591,474
tCO4e. For years 7-15 (post-project) : 46,595,156 tCOae;
# 15,000 ha monoculture forest revitalized under SFM increases sequestration: benefits accruing years1-6: -3,661,867
tCOse. For years 7-15 (post-project): 46,770,652 tCO,e
% 10,000 ha under natural regeneration increases sequestration: benefits accruing years 1-6: 6,658,131tCO,¢, For years
7-15 (post-project): 26,051,774 1COxye:
< At least 30,000 hectares of FMUG forst management (biodiversity oriented) certified under the CFCS.

28. Incremental GEF resources will promote the conservation and enhancement of carbon stocks, the
mainstreaming of biodiversity conservation and sustainable forest management objectives and practlces into
forest management. The project will do this through three main components. These oomponents are

summarized below and will be elaborated fully during the full project preparation. }

\
Component 1: Strengthened institutional, policy and regulatory frameworks for forest management

29. The project under GEF support will enable the institutional, policy and regulatory framewiork for

sustainable forest management and participatory biodiversity conservation to be achieved. This component

will build a much-needed and relevant basis for institutionalizing sustainable participatory forest and
biodiversity management in the forest sector and to build institutional capacity at national, ioc‘:al and
community levels, GEF incremental resources will enable stakeholders to develop and adopt a\ set of
modifications in the policy and regulatory framework to strengthen participatory forest managemen; as the

primary mechanism to achieve SFM and biodiversity mainstreaming. l

30. More specifically, this component will include modifications to forest regulatlons pO]lCleS and
standards for SFM, biodiversity conservation and forest carbon monitoring. Specific action is proposed (a) to
revise regulations and guidelines to support the development of healthy forest ecosystems/biodiversity crlterla
and (b) benefit sharing regulations and guidelines to incentivize SFM in rural forest communities, spemﬁcally
to provide for profit sharing from forest products sales, as well as from forest management cemﬁcatl‘on and
the generating and selling of carbon credits under China’s emerging voluntary carbon markets.
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31. A National programme for forest biodiversity conservation to be endorsed by the FA is proposed to
reinforce existing national arrangements and biodiversity policies and guidelines will be revised to allow and
encourage community co-management, use and benefits. Biodiversity criteria and management standards for
SFM, namely CFCS, and appropriate enforcement guidelines will be redefined. This work will draw upon
examples and guidance from other well known certification standards as well as from China’s own experience
in forest management in order to define the criteria and standards in China’s national context. To facilitate the
use of these criteria, guidelines for main-streaming such standards into community/ farmer-based SFM will
also be produced.

32.  Strengthened SFM and biodiversity regulations and by-laws as well as new standards and guidelines for
national forest carbon monitoring will enable improved management over the long term to be applied to more
than 2 million ha of plantation forests in project provinces, and beyond. Importantly, training in SFM and
biodiversity conservation and carbon monitoring at national, provincial, county and township levels, as well as
in sustainbale forms of revenue generation for FMU, will be designed and implemented.

33, And finally, in order to manage for biodiversity and carbon sequestration/avoided emissions, these
must be measured. Under this component GEF resources will support the elaboration and application by
stakeholders of a mulitple scale monitoring approach for biodiversity and carbon storage. Biodiverity
monitoring will include: a) a broad regional scale monitoring component; b) a diagnostic component to
evaluate areas meeting specific status and change criteria; and ¢} a cyclic-incremental component to evaluate
effectiveness of specific management prescriptions in achieving desired conditions in components of
biodiversity. The carbon sequestration /emission avoidance monitoring will imply establishing a system for the
measurement, report and verification of carbon credits that can be traded in the developing Chinese volutary
carbon market.

Component 2: Innovative models for SFM, enhancing carbon storage and certifying biodiversity
conservation through farmer-based forest management that enhances revenue generation,
demonstrated and adopted.

34. Under Component 2, Forest Management Units (FMU) will be empowered and capacitated to
demonstrate improved SFM under three different scenarios: reforestation of damaged forests; proactive
silvicultural transformation of mono-cultural forests; and natural regeneration of deforested land across a
combined total of 40,000 ha. GEF resources will enable SFM knowledge to be effectively transferred to
provinical forestrey bureaus and FMU.

35.  GEF’s incremental investment will support mainstreaming of sustainable and participatory biodiversity
conservation and SFM into forest management systems at provincial, county and forest levels and is expected
to benefit all stakeholders, especially forest farmers and their local communities, and lead to effective and
robust forest management arrangements that have enduring value over the long term. In practical terms this
component will first support the formation and strengthen the capacity of at least 100 Forest Management
Units (FMUs). Each FMU will be responsible for an area between 500 to 1,000 ha. This provides an
institutional basis for local management of forest resources.

36. Forest farmer members of FMUs will be trained in SFM and biodiversity conservation and monitoring
as well as in at pilot sites (specific subjects of the training to be decided according to relevance to each site and
FMU). This will enable biodiversity conservation and carbon sequestration objectives and targets to be
mainstreamed into at least 100 SFM FMU Plans by the end of the project. The formulation of these plans will
be based on the guidelines for good practice and standards and criteria compliance for different aspects of
SFM that will be developed in Component 1. Complimenting at least 50 of these SFM plans will be practical
business plans designed to enable FMU members to plan their SFM work to achieve multiple benefits,
including improved revenue generation from their forest lands. This will come from an enhanced mix of
species that produce valuable fruits and nuts, in addition to low-level sustainable log harvest.

37.  Building upon this strengthened capacity, GEF resources will enable stakeholders to demonstrate,
through well designed and focused extension activities, improved forest land management and SFM across
three different scenarios to enhance carbon sequestration. These will rely on sound silviculture practices that
transform highly vulnerable mono-species stands into more resilient and diverse mixed species uneven aged
forest. This transformation will result in the improvement of forest ecosystem structure and biodiversity, forest
productivity, reduced forest ecosystem degradation and increase in carbon sequestration.

38, Scenario ] involves the restoration and reforestation of 15,000 hectares of snow & ice damaged
plantation forests using mixed pine, cypress, Chinese fir and various broadleaved species (including oak,
birch, Phoebe, Liquidamber, Liriodendron and other ecologically appropriate slow-growing indigenous
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%
species). An initial assessment of the forested areas estimates that about 80% of forest stands ha‘ve been
destroyed or severely damaged, therefore justifying the need for restoration. One assumption is that there
would be no mechanical preparatlon of the land (direct planting will be used), so it is assumed that there will

be no direct carbon emissions from land preparation or planting. |

39.  On fertile and sheltered sites, slow-growing “rare and precious” indigenous tree species will be used for

reforestation of snow/ice damaged forestland for the production of high value non-wood forest pnoducts

Spemes could include yew (Taxus), walnut (Juglans), neem (Melia) and gingko (Gingko) - and other native
spemes Equally important to what will be done under this component is what will not be dene. Refor‘estatlon
usmg cucalypts and poplars would be disallowed as their use is not consistent with long-term carboni storage
aims. They are fast-growing, llght-demandlng broadleaved species that cannot easdy be managed under
selection harvesting silvicultural practices in mixture with conifer & slow growing broadleav‘ed tree
species. Typically they are grown as even-aged stands, usually on short rotations and are only harvestable by

clear cutting; most of the sequestered carbon in the biomass is not permanently stored. 1

40.  Scenario 2 will involve the diversification/restoration of existing monoculture forest into mlxed species
stands by increasing significantly the species mix. GEF resources will enable FMUs to pilot the transformatlon
of 15,000 ha of of predominantly smgle species mostly even-aged forest stands into mixed broad- leaf  species
stands. There are many forests in this category, established between 10 and 30 years ago. This ‘actmty
assumes that at maturity, more biodiverse plantations would have sequestered more carbon than monoculture

plantations (see footnotes 6 and 7). Innovations to be demonstated will include restoration of under—prdductwe

land with ecologically appropriate long rotation species, including “rare and precious” endangeredispecies
such as Chinese yew and Gingko that yield high value fruit and foliage. To assess the carbon sequestered by
these more ecologically diverse forests, growth rate and biomass content at maturity will be compared to the
the non-project baseline scenario i.e. mono-culture even-age stands forests where no thinning or silv%cultural

management occurs. \

41. Selection forest management and log harvesting will be introduced and will improve ecosystem
structure, maintain a healthy forest cover over the long term, strengthen forest resilience to climate chahge and
increase carbon storage and the area under certification of biodiversity-oriented SM practices. Forests under
Scenarios 1 and 2 will be managed (a) to produce limited yields (~ 2 m3/ha/year) of logs for sale as solid wood
for sawmilling under long-term, selective log harvesting arrangements, and (b) to sequester and store
atmospheric carbon in the forest biomass in perpetuity. The long-term aim should be to progressively i ;ncrease
and maintain the forest biomass and to maintain ecologically stable, mixed species all-aged fo;rests in
perpetuity. Harvesting of forests by clear cutting would be disallowed, except on small areas (<1 ha), where
technically necessary to improve opportunities for achieving SFM aims. Protection of forests fron;l fire is
essential. Ecologically stable mixed species forests can be expected to be more resilient towards pests and
fungal diseases; the risks of pathological damage or losses is likely to be lower in mixed species all- aged forest

stands compared with even aged monocultures. i

42.  Scenario 3 intends to restore 10,000 ha non-forested lands (ex. converted forests into grasslands) that
have a good potential for natural regeneration by a mix of pine and broadleaf forest types, with the| goal of
developing ecologically diverse mixed species multi-story forests Areas would be selected based} on the
relative proximity of natural forests and seedhng potential. Activities would include the delimitation of these
areas, potentially with fences, and minor sylv1cultura] activities would be conducted throughout the
regeneratlon process, including the removal of invasive species and control of over-represented 1ploneer
species that could prevent the establishment of other desirable species. To assess the carbon that could be
sequestered by this component, we assume that, over the same time period, naturally regeneratmgl forests
would sequester only about 50% of the carbon than similar areas where direct planting occurs (such as under
scenario 1). The non- pl‘OJBCt scenario is no management of degraded forestlands, with the lands domzdated by

tall grasses and some pine. 1

43.  Also under Component 3, GEF resources will fund a small but important effort to elaborate at least 2
SFM plans that incorporate the main elements of the voluntary carbon market “Panda Standard” methodology
for “Improving Low Value Forests”. As described under the baseline, China is putting a great deal of effort
into developing a VCM and this small innovative effort under this project could catalyze 1mportant real

revenues for forest-based projects in the longer term. i

44,  Arrangements will be designed and introduced to ensure that baseline carbon data will be documented
and that carbon sequestration and emission reductions are measured, reported and verified and/or that forest
certification procedures are put in place. Work under these three scenarios will be monitored dy local
stakeholders with the help of GEF and co-financing resources to enable longer-term MRV capacity. At least 3

i
Y
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county carbon monitoring program will be elaborated where the scenarios are implemented. GEF resources
will strengthen capacity/provide training to local forestry officials and FUGs to begin monitoring carbon to
support national monitoring of avoided emissions from land-use change.

45.  Throught the implementation of the 100 SFM plans, the project will demonstrate/pilot new certification
(CFCS) standards across 30,000 hectares of forestlands. This pilot program will begin with a capacity needs
assessment of the participating FMU. The results from this assessment will inform the elaboration of a
targeted capacity development program by the respective provincial forest departments to strengthen the
knowledge and capacity of at least 100 FMU to meet CNFCC standards and trained in SFM.

Component 3: Knowledge development, education, awareness building, evaluation and dissemination of
best practices

46.  This component will support the generation of relevant information and make the necessary bridges
between the technical assistance and training activities under remaining project components, This will ensure
coordination and complementarity between all the interventions supported by the project. Capacity and the
knowledge base for forest management and monitoring for stakeholders at all administrative levels will be
increased. Stakeholders will have improved access to knowledge and data, strengthened social networks that
will enhance capability for achieving sustainable management of Chinese forests. A comprehensive
programme of targeted education, awareness building and technology and management outreach campaigns
aimed at specific audiences and coordinated with the capacity development activities supported throughthe
previous components will be supported. The technical capacity of national professional staff will be upgraded
through on-the-job training, in-country meetings, field visits and study tours. Lessons learned from these
experiences will be used to improve training modules and good practice guidance generated by the project.

47.  Specific carbon sequestration-related and other research programmes will be designed and implemented
through relevant Chinese Academies of Forestry that will support improved forest management, overcome
constraints for implementing SFM and for enhancing the resilience of Chinese forests to climate change,
namely, in silviculture, ecology, growth & yield, biomass and in wood density. An M&E system established
under this component to measure project progress and impacts. Component 4 will fill important capacity,
knowledge and awareness gaps that are required to support participatory management of forest ecosystems.

48. Innovativeness, sustainability and potential for scaling up. This project is innovative in that it focuses
its SEM and CCM work at the local forest user level to enable a very large scale trend in Chinese forest
management — the increasing number of hectares of forestland being given over or given private use rights of
ownership in China. This project seeks to enable this trend to generate global benefits for biodiversity and
climate change mitigation. The project also takes some manageable risks in search of some innovative results
by targeting some pilot work on China’s emerging voluntary carbon market and enable stakeholders to
investigate whether and how the voluntary carbon market can benefit small holder forest users in the future
and thus provide a meaningful long-term incentive for SFM/carbon sequestration. The project’s baseline
project as comprised of the SFA budget and the EC forestry project/loan will be elaborated further under the
PPG to facilitate the large scale scaling up of the project’s FMUG-based SFM work to influence at least 30%

of the pilot provinces’ plantation forest lands.

A.2 Stakeholders.

Stakeholder Institution

Relevant roles/responsibilities related to project & project preparation

State Forestry
Administration (SFA)

Responsible for setting forest management policy and for overseeing forest management
across China. Will be the primary executing partner of FAO for this project preparation.

Provincial Forest

Departments (PFD)

PFD in the project’s pilot provinces of Henan, Guangxi and Hainan Island are responsible
for effective forest management in their province and for executing national policy at the
provincial and local levels. They will be key project counterparts under this project and
hosts of project preparation consultations.

National Forestry Carbon
Sequestration  Accounting
and Monitoring  Center

(NFCSA)

Located in SFA’s Academy of Forestry Inventory and Planning, the NFCSA will be a key
partner elaborating and implementing the project’s work to strengthen carbon inventory
and monitoring at the local and provincial levels in China.

County governments

They play a critical role in hosting the County forest department offices, which operate at
the ground level with local communities and forest management user groups.

Local farmers

Under Central government policy, forest land use rights are being handed over to farmers
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across China. Farmers, together with County and Provincial Forest departments, are the
main target beneficiaries of this project.

Civil Society Organizations | The project will collaborate with CSOs such as the World Wildlife Fund (WWF ) and The

(CSO) Nature Conservancy (TNC) on innovative and cutting edge work: with WWF co?peratlon

will relate to High Value Conservation Forest Assessments with respect to the pro_]ect ]
work on Forest Certification; with TNC on how the emerging voluntary carbop market
Panda Standard may be applied to FMUG lands. The Central Government has recogmzed

both TNC and WWTF contributions to environmental work in China. |

|
\
|
A.3 Risks. |

49,  This project presents mainly low risks since forestry development, management and utilizat;.ion and

SFM in particular, are well supported by existing legal frameworks and by strong political will. A number of

potential risks have been considered: }

Risk Rating Mitigation measures
Climate change impacts The project will introduce and reinforce SFM that is based on sound scier;ltiﬁc
may increase to the extent principles and technologies into participatory forest management culture and
that even if the project practice. It will enable stakeholders, especially forest farmers, to amend and adapt
implements activities to SFM approaches as needed to changing institutional, blophyswa] and soc1al
improve forest circumstances. \
management it may not be The project will not be designed to respond rigidly to one threat or anothér —it
enough to make a Medium| will seek to put in place processes and methods that will enable stakeholders to
significant difference. adapt SFM practice that can be translated into practical, improved management
New threats could emerge, for any given context defined by any specific threat. Well-managed forest stands
specifically, insect will also be healthier and more resilient to climate change. i
infestations, epidemics or Technical capacity exists in many research academies to address any unforeseen
diseases caused by CC. insect infestations/epidemics or diseases that might arise caused by climate
change. Research supported by this project will reinforce this capability. !
Capacity building at A range of capacity building initiatives are underway at all levels of forest
national, local and administration in China, driven by firm policies and supported by national and
cominunity level to support donor—funded programmes. For example, the extensive Sino-German forestry
new forest management is programmes in several provinces have participatory forestry and capamtyi building
increasing but may not be objectives aimed at strengthening capability at village and township levels The
sustained at the level of Low | project will target capacity building at national, provincial and local level§ to
villages to enable forest strengthen participatory forest management. It will build on practices and,
farmers to understand and principles being applied through such programmes. SFM arrangements will be
apply SFM. demonstrated in FMUSs in target provinces before being scaled up for rephcatlon
elsewhere. \
Given that stakeholders do In China, no one owns land cutright — all land is owned by the State. Therefore
not own the land outright having long-term use rights over land, particularly forest land which is ty;‘)ically
in China (the Government on land that is not usable for other development, is about a secure a land-use right
does), stakeholders may as can be had in China. In addition, SFM will be mainstreamed into the |
manage their forest Medium| stakeholders management plans for their forests, which will obligate them to
holdings unsustainably, manage the forest along those parameters as the management plan serves ‘as a
despite the project’s best basis for their forest use rlghts Planning will be done in a participatory way that
efforts. maximizes benefits, but it is also a priority of the State to see forests managed this

way and the “use right” may in part be predicated on this.

A.4 Coordination. Qutline the coordination with other relevant GEF financed and other initiatives.

50.  This proposed project will be coordinated with a range of ongoing initiatives in China related to forest
and biodiversity management The project preparation team will elaborate a clear coordination/consultation
mechanism for this project to learn from the work of relevant GEF financed and other initiatives. Mo‘st focus
on achieving improved forest management and this project will coordinate with these to achieve outcomes
where best operational practices are incorporated into the proposed GEF project’s integrated approach FAO
will ensure coordination between and among its growing portfoho of GEF projects in China, many of them
being biodiversity conservation related projects. This relates in particular to the nearly completed GEF project
Securing Biodiversity Conservation and Sustainable Use in Huanghsan Mumc:palny and the FAO GEF

project Piloting Provincial-level Wetland PA System in Jiangxi Province. WWF’s ongoing work in promotmg FSC
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forest certification in commercial forests will provide reference to the proposed project (that seek promote
forest certification by the FUGs). JTUCN, another large NGO, aims to conserve forest biodiversity, reduce
illegal logging and promote the sustainable use of forest products for the benefit of the rural poor in China
through its Livelihoods and Landscapes Strategy and Forest Law Enforcement and Governance activities. The
KfW Development Bank-funded Sino-German Afforestation Projects in North and South China (1998-2018)
are being implemented in several provinces including Henan province, which falls under this proposed GEF
project. It provides substantial financial and technical assistance under grant and loan arrangements to achicve
effective afforestation of formerly barren and unproductive land and sustainable management of
undermanaged and underutilized older forest stands. UNDP-GEF projects in China also provide an important
body of work with which coordination will also be important. This includes the GEF-funded CBPF-MSL.:
Strengthening the Management Effectiveness of the Wetland Protected Area System in Hainan for
Conservation of Globally Significant Biodiversity (CEO Endorsement March 2013). More specific
coordination steps will be worked out during the full project preparation but will likely include organizing
biodiversity project meetings at already organized events such as the Ministry of Finance’s annual GEF
project meeting in China.

B. DESCRIPTION OF THE CONSISTENCY OF THE PROJECT WITH:

B.1 National strategies and plans or reports and assessments under the relevant conventions.

51. The Peoples Republic of China (PRC) in June 2007 announced a National Climate Change Programme
that will be based on sustainable natural resources management, environmental protection, reduction of
greenhouse gas emissions and enhancing capacity to adapt to climate change. The project will support the
China’s policies and actions to cope with climate change through the forestry sector, as stipulated in the
Second National Communication on Climate Change submitted to UNFCCC on 8 November 2012. The Part
IV, Chapter 5: Stabilization and Increase of Forest Carbon Sink of the second national communication
specifically refers to the actions to be taken in the forestry sector during China’s Twelfth Five-Year Plan (12"
FYP: 2011-2015). China’s 12" FYP for Forestry Development emphasizes climate change mitigation and
carbon storage. The project supports key forestry and climate change mitigation elements of the Energy and
Climate Goals of China’s 12 FYP, including enlarging forest areas by 12.5 million hectares and forest stock
volume by 600 million m® by 2015. The project will contribute, through piloting the community-based forest
carbon monitoring, to the development of a nationally appropriate mitigation actions and MRV, including
forest carbon sink monitoring and accounting, which China is obliged to consider under the Bali Action
Plan.

52.  The National Biodiversity Action Plan (NBAP) for China was approved and commenced in 1994/95. It
was revised in 2010 designating 35 priority conservation areas covering 23% of the country. The revised
NBAP for the period 2010-2030 comprises eight strategic tasks, 29 actions and 11 safeguarding measures. It
aims to increase the area of biodiversity conservation of China from 15% to 18% by 2020. It is a
comprehensive plan and includes “a review of the present status of biodiversity in China” (chapter 2), “gap
analysis and identification of future conservation priorities” (chapter 3), a “national biodiversity strategy”
(chapter 4), a “national biodiversity action plan” (chapter 5) and “measures to ensure compliance with
implementation of the national biodiversity action plan and strategy” (chapter 6). Component 2 of the
proposed project, Mainstream biodiversity conservation and sustainable use into multi-functional SFM, is
consistent with the NBSAP and Strategy. Specifically the expected outcome 2.1 of the proposed project,
Provincial, county and forest level stakeholders mainstream sustainable and participatory biodiversity
conservation into forest management systems, responds to “Priority Domain 2” of China’s NBSAP: “To
incorporate biodiversity conservation into sectoral plans and promote sustainable use.”

s3.  China ratified the United Nations Framework Convention on Climate Change in August 2002 and it
entered into force in February 2005. China’s National Climate Change Programme (NCCP) announced in
2007 provides strong, long-term policy support for sustainable natural resources management, including in
forestry. The strategic goal for responding to climate change is to control GHG emissions, to enhance the
capability for continuous adaptation to climate change, to promote climate-change related research and
technology, to raise public awareness on climate change issues and to strengthen institutional arrangements
concerning climate change. In addition, the NCCP proposes increased international cooperation, specifically

for capacity building,
54, The project supports key elements of China’s national “Forestry Action Plan to Address Climate

Change.” The project is particularly relevant to “Action 6: Expand area of closing off mountains for natural
regeneration and scientifically reform single species plantations” under the plan’s Key Area #3, Sustainable
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Forest Management. This baseline priority is what underlines the GEF investment. Action 6 talks of using
natural regeneration in some areas to restore forests by simply fencing off the forestland that is degraded For
farmer household managed forest lands, this will require participatory planning and improved short-term and
long-term benefit planning. Action 6 also prioritizes the ecological rehabilitation/transformation of mono-
culture plantations into more diverse assemblages of forest types and habitats. How to catalyze| natural
regeneration of some areas and reform of single species plantations at the farmer household level using new
kinds of tools forms the basis for this GEF incremental investment.

B.2 GEF focal area and/or fund(s) strategies, eligibility criteria and priorities
55. The project is consistent with the GEF Climate Change (CC) and Biodiversity (BD) Focal Areas
strategies and the strategy for the Sustainable Forest Management (SFM)/REDD mechanism. It is ahgned with
CCM-5 (Promotion of conservation and enhancement of carbon stocks through sustainable management of
land use, land-use change and forestry) and proposes several initiatives that strengthen capacity espejmally at
local levels and achieve improved carbon sequestration and storage outcomes through expanded afforestation
and improved long-term forest management. An innovative feature is afforestation using long-rotation 1 rare and
endangered high-value indigenous tree species. The project is aligned with BD-2 (Mainstream b1octlver31ty
conservation and sustainable use into production landscapes/ seascapes and sectors) as it will strengthen policy
and regulatory frameworks that delegate responsibilities for production forest management to local
communities and create incentives for sustainable forest use and the progressive formation of more‘ species
diverse and healthy forest ecosystems. It will enlarge institutional capacity and the knowledge base at national,
provincial and local levels to support local user groups and ensure sustainable management of forest resources
by incorporating biodiversity valuation in SFM plans for production forests and produce biodiversity- fr:endly
management and harvesting. The project will contribute to the objectives of SFM/REDD-1 (Reduce piressures
on forest resources and generate sustainable flows of forest ecosystem services) by strengthening the enabling
environment within the forestry sector and across sectors and by introducing good management p}ractices
promoting sustainable forest management, avoiding deforestation and will contributing to ecologtcal and
social sustainability. It will scale-up innovative and proven participatory forest management practices which

enjoy the support of local communities and will lead to improvements in multi-species forest management in
project provinces.

|
|
B.3 The GEF Agency’s comparative advantage for implementing the project |
|

56. One of FAQ’s strategic goals is the sustainable management of the world’s forests. The mandate of the
Forestry Department (FD) of FAQ is to support member countries to implement SFM by prov1d1né policy
advice, technical knowledge and reliable information while ensuring that forests and trees contribute to
sustainable livelihoods. FAO serves as a neutral forum for policy dialogue, as a reliable source of mfo‘rmanon
on forests and trees and as a provider of expert technical assistance and advice to help countries develop and
implement effective national forest programmes. The FAO FD employs about 150 staff including about 10
staff working in the Asia Pacific Region. FAQO has a rich and unique experience worldwide de51gn1ng and
implementing with country partners projects to build institutional capacities for forestry, blodlveralty and
natural resource management and in integrating forest with biodiversity conservation and forest management
In China, FAO has been a trusted partner for many decades. The relationship FAO has built workmg with
Chinese partners is an important element in FAO’s comparatwe advantage as the proposed GEF prOJeet will
build on this foundation. FAQ has also significant experience in climate change mitigation and recently
developed Ex-Act, a software system to monitor carbon impact of projects of this type. Finally, Ff‘\O will

bring to this project its global knowledge of best practices gained through its numerous technical programmes

and field projects in SFM. !

57. As one of the three partner agencies of the UN-REDD Programme, FAO leads the work stream on

National Forest Monitoring Systems and on Monitoring, Reporting and Verification of carbon stocks and
GHG emissions from the LULUCF sector. FAO’s strong reputation, its capacity to deploy expert1se and
implement activities in developing countries, as well as its renown technical expertise in the field of forestry,
particularly for the assessment and monitoring of forest resources, makes it the most reliable and reiputable
partner for the development and implementation of national forest monitoring and MRV systems for REDD+,
both at the national and sub-national level. To support REDD+ readiness in developing countries, FAO relies
on a team of over 20 experts specialized in each of the essentials elements requ1red for NFMS and MRV
system development, including national forest inventories, remote sensing technologies, geographlc
information systems, GHG inventories, as well as [PCC and UNFCCC guidelines. The team currently s}upports

over 40 countries globally in the planning and deployment of NFMS and MRV systems.
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58.  FAO as a UN agency is supporting a range of land management initiatives in China and has supported
the forestry sector in the past in the definition of criteria and indicators for sustainable forest management.
FAO will be responsible for technical support and overall management and financial supervision of project
implementation. The project will be supervised technically by the Senior Forestry Officer based in the
Bangkok, working closely with the FAO Country Office in China and with technical support from forest
officers in FAO Headquarters. The Senior Forestry Officer will be the Lead Technical Officer (L.TO) for FAO
on this project. The LTO’s job will be to ensure adequate technical support for project implementation and to
provide technical support throughout preparation and implementation of the project. The project will also be
guided and supported by a multidisciplinary Project Task Force that will be established in FAO and the FAO-
GEF coordination Unit in the Investment Center Division in FAO headquarter in Rome.
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PART IIl: APPROVAL/ENDORSEMENT BY GEF OPERATIONAL FOCAL POINT(S) AND GEF
AGENCY(IES) e e

A. RXCORD OF ENDORSEMENT OF GEF OPERATIONAL FOCAL POINT {S) ON BEHALF OF THE
GOVERNMENT(S): (Please attach the Operational Focal Points endorsement letter(s) with this template.
For SGP, use this OFP endorsement letter).

NAME POSITION MINISTRY DATE (MM/DD/YYTY)
Ms, Jiandi Ye Director, IF1 Division III, MinNISTRY OF FINANCE | SEPTEMEER 12, 2012
International Department

B. GEF AGENCY CERTIFICATION

This request has been prepared in accordance with GEF/LDCF/SCCF/NPIF policies and procedures
and meets the GEF/LDCF/SCCF/NPIF criteria for project identification and preparation.

i

Ll

Agency Coordinator, Date Project Contact Email Address |,
Agency name Signature | MM/DD/YITY) Person Telephone '
Laurent Thomas April 5, - Jeffrey Griffin +3906 5705 Jeffrey. Griffin@fa
Officer-in-Charge 2013 Environment Officer . 5680° 0.0Tg
Investment Centre Division TCIC FAO Rome

Technical Cooperation

Department '767 <
FAOQ
Viale delie Terme di -

Caracalla (00153)
Rome, Italy
TCI-Directoricdfao.org
Barbara Cooney
FAO

GEF Coordinator

Email:Barbara.Cooneyifao.org
Tel: +3906 5705 5478
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