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	[bookmark: _Toc1860487846][bookmark: _Toc1502293434]Section A: Summary and overview 



	Title:  BioCarbon Fund Initiative for Sustainable Forest Landscapes (ISFL)

	Programme Value £ (full life): £121.1m
	Review date (and review period start-end): October 2024 (1 July 2024 – 30 June 2025)

	Programme Code: GB-GOV-13-ICF-0016-BioCF  
	Programme start date: December 2013
	Programme end date: 
December 2030



	Year
	14/15
	15/16
	16/17
	17/18
	18/19
	19/20
	20/21
	21/22
	22/23
	23/24
	24/25

	Overall Output Score
	B
	B
	A
	B
	B
	B
	B
	 A   
	A
	A
	A

	Risk Rating 
	Moderate
	Major
	Major
	Major
	Major
	Major
	Major
	Major
	Moderate
	Moderate
	Moderate



	Link to Business Case: 
	Business Case


	Link to Logframe: 
	ISFL Logframe 2024-25

	Link to previous Annual Review (if appropriate)
	ISFL Annual Review 2023-24



[bookmark: _Toc858425328]Description of programme 

The BioCarbon Fund Initiative for Sustainable Forest Landscapes (ISFL) is a multilateral fund operating in five sub-national jurisdictions in Colombia, Ethiopia, Indonesia, Mexico and Zambia. Operational since 2013, the programme aims to incentivise a transformation at this large “jurisdictional” scale to a more sustainable, low-carbon development path. The scale of the sub-national jurisdictions can offer replicable, scalable, transformative change through an integrated approach to results-based payments for emissions reductions. The programme tests comprehensive carbon accounting methodologies to pay for emission reductions from a range of landscape features including forests, wetlands, and agriculture. 

ISFL also aims to engage closely with the private sector in various ways such as collaborating on sustainability projects and best practice with a focus on deforestation and sustainable agriculture, blending finance, and convening stakeholders to work toward complementary goals (including emission reduction (ER), and sustainable investment). The aim of the programme’s engagement with the private sector is to provide sustainable livelihood opportunities for communities and mobilise finance for critical investments. ISFL is managed by the World Bank and has five participating donor countries, with their share of the fund (based on total pledged) at the end of this review period as follows: UK c43%[footnoteRef:2] Norway c31%, Germany c11%, Switzerland c3%, and the US c12%.    [2:  Previously, this was split between DESNZ (c18%) and Defra (c23%). In March 2024, DESNZ took over responsibility of the combined UK investment.
] 


The UK investment in the ISFL contributes to the UK’s International Climate Finance (ICF) objectives and is well-aligned with the UK government’s commitment to protect nature globally for climate and people and foster the growth of innovative and sustainable forestry businesses.  
  

The ISFL has two complementary financing mechanisms:  
1. BioCFplus-ISFL (BioCFplus) which provides upfront grant funding and technical assistance to strengthen enabling environments for ER programmes, and;
2. BioCF Tranche 3 (BioCFT3) which will provide results-based payments for ERs.  
Total financial commitments to the ISFL at the end of the World Bank’s 2024/25 fiscal tax year were $365.4m: $142.03m in BioCFplus; $223.37m in BioCFT3.[footnoteRef:3] The majority (£91.5m or $117.69m) of the UK’s commitments is invested in BioCFT3 to support ISFL’s emission reductions programmes; the remaining £29.6m ($38.34m) is invested in BioCFplus. This was previously £23.6m, but in February 2024, the UK invested an additional £6m in BioCFplus, bringing the total UK financial contributions to the ISFL to £121.1m.  [3:  Total pledged contributions as of 30 June 2025. Exchange rates have been applied to outstanding contributions, so figures may change.
] 

 
By effectively implementing landscape-level, sustainable land-use programmes, ISFL countries can expect to generate a substantial volume of ERs that are eligible for remuneration once recorded and verified. In addition to the environmental benefits these programmes will bring in the form of reduced carbon emissions, curbed deforestation, and enhanced ecosystem management, the payments made through Emission Reductions Purchase Agreements (ERPAs) will help improve the livelihoods of local communities and give land users additional incentive to adopt more sustainable modalities of operation.

[bookmark: _Toc2121406532]Summary of progress and supporting narrative for the overall score

In FY25 (the reporting period from June 2024 to July 2025), the ISFL programme progressed in several key areas and therefore has scored an A for the Annual Review reporting period (July 2024 to June 2025). This score has been maintained since FY22.

The programme demonstrated strong progress in finalising grant-funded activities, advancing ERPA readiness and negotiations, and scaling Climate-Smart Agriculture (CSA) practices through private sector partnerships. It also fostered global engagement through carbon market roundtables and facilitating South-South knowledge exchanges, including those focused on coffee and dairy value chains. However, delays in finalising ERPA signatures continued, whilst progress on several key output components remained limited.

Notable achievements in FY25 are outlined below:
· Significant progress was made across ISFL’s grant programmes. Through BioCFplus, a further $9.4 million in grants was disbursed to ISFL programmes in FY25, allowing the delivery of activities to improve sustainable land use, build capacity, and prepare for ER programmes. Colombia’s six-year grant programme successfully concluded, with final efforts focused on dissemination, communications, and private sector engagement. In Mexico, the grant programme’s closing date was extended and collaborated with FAO and the WB to pilot a biodiversity impact methodology and assess cost-efficiency of investments.
· In Colombia and Mexico, both countries continued to advance towards signing ERPAs. Colombia finalised its ERPD and BSP in FY24, both of which were broadly consulted, validated by a third-party audit, and approved by ISFL contributors. Mexico further strengthened ERPA readiness by conducting technical workshops with multiple ministries and addressed recommendations from their ERPD assessment. ERPA negotiations in both countries with the World Bank and contributors were actively pursued in FY25, and both countries are expected to sign ERPAs at the end of 2025.
· Ethiopia and Zambia have also made progress in their Emission Reduction programmes, with Ethiopia reaching Phase I disbursement readiness, and third-party verification of its first monitoring report underway. Additionally, Ethiopia completed a draft ERPD for Phase II, currently undergoing validation. The final draft of its Benefit-Sharing Plan (BSP) for Phase II is presently under internal review by the WB (outside of the FY25 reporting period), before ISFL contributor approval. Zambia signed 56 Chiefdom ERPAs and one Nesting ERPA (NERPA), and issued a landmark permit for forest carbon trading, enabling the programme to legally transact ERs. Moreover, it has made progress towards its first validation and verification, submitting its first ERMR for validation under its Eastern Province Jurisdictional Sustainable Landscape Program (EP-JSLP). 
· Private sector engagement was strengthened in FY25. In Colombia, a $42 million private investment in the cocoa sector was catalysed through IFC’s upstream engagement, creating rural jobs, connecting smallholders to global markets, and restoring degraded land. In Ethiopia, partnerships with Nespresso, JDE Peet’s, and dairy value chain actors scaled CSA models. Collaboration with coffee cooperatives is helping farmers triple yields and access premium markets.
· The programme has had substantial on-the-ground impacts. In Ethiopia, 77,997 women participated in income-generating activities including agroforestry, livestock rearing, and coffee production, improving business skills and promoting sustainable forest management. In Zambia, 17,000 lead farmers were trained in CSA, each cascading training to 10 additional farmers.
· Tangible progress was evident in global engagement and innovation: 
· ISFL convened global carbon market roundtables in Europe and Asia, engaging over 150 participants to foster direct dialogue between ERP suppliers and buyers. 
· IFC introduced open-source traceability systems for sustainable supply chains and promoted CSA practices across beef and cocoa sectors. 
· ISFL launched an “MRV Community of Practice”, facilitating South-South exchanges, and delivering targeted communications and 18 knowledge tools to support land-use planning, market access, and productivity. 
· ISFL reallocated $4 million in UK funding to support Mexico’s revitalised private sector strategy, advancing low-carbon cattle production and inclusive candelilla wax value chains, leveraging co-financing from CONAFOR (Comisión Nacional Forestal). This was approved just after the FY25 reporting period (July 2025). 
Despite the successes described above, the programme has continued to face challenges and delays over the past year. No ERPAs were signed in FY25, with the last ERPA signing taking place in FY24. Delays in ERPA signatures across Indonesia, Colombia, and Mexico were driven by a mix of political, institutional, and stakeholder-related challenges, as well as lengthy audit report processes. In Indonesia, despite final ERPA terms being agreed in FY24, negotiations have stalled since due to a grievance submitted to the FCPF in East Kalimantan. In Colombia, progress has been disrupted due to ministerial changes, whilst in Mexico, previous government resistant to REDD+ and withdrawal from the FCPF over pricing concerns had stalled progress, but a change in administration has revitalised efforts.

[bookmark: _Toc496809562]Progress against recommendations from the last review

	Recommendation
	Progress

	Recommendation [1]: DESNZ to revise its logframe to reflect changes made to the World Bank’s logframe in FY23 and FY24, specifically:
a. Increase end-of-programme target for Outcome Indicator 1.1 and add interim milestones.[footnoteRef:4] [4:  As all five ERPDs are now complete, the World Bank is able to provide an end-of-programme target for “Net change in greenhouse gas emissions (tCO2e) reduced or avoided as a result of ISFL”.] 

b. Add an end-of-programme target for Outcome Indicator 1.3 and consider adding interim milestones.[footnoteRef:5] [5:  As all five ERPDs are now complete, the World Bank is able to provide an end-of-programme target for “Volume of finance mobilised for climate change purposes as a result of ISFL”.] 

c. Decrease end-of-programme target for Output Indicator 2.1 and revise interim milestones accordingly.[footnoteRef:6] [6:  The World Bank reduced the end-of-programme target in FY23 as the Mexico target was revised during the grant programme’s restructuring in FY23.] 

d. Add an end-of-programme target and interim milestones for Output Indicator 2.3 for countries reporting on this indicator (currently Ethiopia and Zambia). Interim milestones should be based on the expected delivery of results-based payments.
e. Increase end-of-programme target for Output Indicator 3.1 and revise interim milestones accordingly.[footnoteRef:7] [7:  The World Bank increased the end-of-programme target in FY24 to account for additional grant funding provided to Zambia in FY24.] 

	Achieved

a. Outcome Indicator 1.1: the EOP target for Outcome Indicator 1.1 was increased to match the WB target. DESNZ calculated interim milestones using emission reductions estimates outlined in the ERPDs.
b. Outcome Indicator 1.3: The WB EOP target for Outcome Indicator 1.3 was added to the DESNZ logframe. DESNZ has set interim milestones for countries with signed ERPAs (Zambia and Ethiopia).
c. Output Indicator 2.1: it was decided not to decrease the EOP target and interim milestones for Output Indicator 2.1, as the EOP target has already been achieved.
d. Output Indicator 2.3: the WB EOP target for Output Indicator 2.3 was added to the DESNZ logframe. DESNZ set interim milestones.
e. Output Indicator 3.1: the EOP target for Output Indicator 3.1 was increased to match the WB target. DESNZ revised interim milestones.

	Recommendation [2]: DESNZ and World Bank to update their logframes, specifically:
a. DESNZ and World Bank to discuss how to monitor Outcome Indicator 1.2 going forward.
b. DESNZ to consider reweighting or removing Output Indicator 1.3.
c. DESNZ to consider reweighting Output Indicator 1.4 to reflect the importance of the signing of ERPAs to the delivery of the programme.
d. Add operational progress or qualitative indicators to Output Indicator 1.6 to assess the progress of the biodiversity pilot in Colombia once it is operational.
e. DESNZ to revise sub-weightings under Output 2 as reporting on Output Indicator 2.3 will begin in FY25.
f. DESNZ and World Bank to discuss how the climate-smart agriculture (CSA) delivered under the additional £6million grant funding provided by the UK to the Zambia programme in FY24 will be measured.
	Partially Achieved

a. Partially Achieved. The WB changed the indicator from "Area (ha) of avoided deforestation compared to a reference level in ISFL programme areas" to "a) Decrease in area (ha) of conversions from forest to other land uses in ISFL programme areas and b) area (ha) of land use converted to forest in ISFL programme areas". This reflects a change made by WB at the end of 2024 to their T2.O1.2 indicator to respond to the fact that only the Zambia grant programme, which closed in 2024, reported on this. The WB is not currently able to provide milestones for this, as country targets outlined in ERPDs are based on ERs rather than land area. It has been added under Recommendation [1] to discuss calculating milestones for this.
b. Achieved. Output Indicator 1.3 was closed as the EOP target has been surpassed and workshops/technical studies are coming to an end.
c. Achieved. The weighting of output indicator 1.4 was increased from 20% to 22.5%.
d. Not achieved. The biodiversity pilot in Colombia is still not operational.
e. Achieved. Changes to sub-weightings under Output 2 have been revised as Output Indicator 2.3 is now being reported against.
f. Achieved. For the Zambia ER programme:
· Output 3.1 will be reported on (Number of people in private sector schemes adopting improved agricultural practices). The WB have confirmed this is fully aligned with the number of farmers receiving CSA support/adopting CSA practices.
· Output 2.1 will not be reported on (Land users who have adopted sustainable land management practices).
· Output 1.1b will be reported on (Land area under sustainable landscape management practices) however this will measure a combination of all practices on forest, CSA and protected areas.
· The WB will also provide narrative updates e.g. in the Annual Report, Mid-Year Meeting and Annual Meeting.

(Outstanding recommendation elements to be carried forward to FY26 Annual Review)

	Recommendation [3] (rolled over from FY23): World Bank and DESNZ to appraise and fund alternative grant funding options for the remaining unallocated funding in the UK Single Donor Trust Fund (SDTF).
	Partially Achieved

Of the previously unallocated funding in the UK SDTF:
· $750,000 will go to legal and market support for countries engaging in third-party transactions
· $150,000 will go to soil organic carbon methodological approach
In July 2025 (reporting period 2025/26), we received a request from Mexico to utilise our SDTF funding to pursue a private sector strategy (which was previously cancelled in 2023/24). This was approved after the end of the reporting period. 

As of the time of writing, there is approximately $2.28m uncommitted funding in the UK SDTF.

(Recommendation to be carried forward to FY26 Annual Review)

	Recommendation [4]: World Bank to integrate relevant lessons from the ISFL Mid-Term Evaluation into the ISFL programme going forwards.
	Achieved

The World Bank has taken several steps to integrate lessons from the Mid-Term Evaluation into its ongoing and future programming. These include supporting the completion and transition of grant activities to the ERPA stage, with targeted funding for Colombia and Mexico, and strengthening risk management through enhanced environmental and social safeguards and third-party monitoring. ISFL has also worked to build government capacity for carbon market engagement, particularly in Africa, and is piloting automated MRV systems to improve efficiency. The programme has expanded learning and communication efforts, including events, publications, and social media outreach, and is actively promoting replication of successful ISFL elements in other contexts. Lessons on integrated AFOLU approaches, cross-sectoral coordination, and adaptive monitoring and evaluation have been incorporated into programme design and implementation, notably in Mexico and African partner countries.


	Recommendation [5]: World Bank to formalise the operationalisation into SCALE of the key lessons and outcomes from the ISFL Mid-Term Evaluation, the Global Pause and Reflect and the 2024 Annual Meeting.
	Partially Achieved (ongoing)

The Bank’s Climate Finance Mobilisation team has initiated the preparation of a comprehensive database to document how the lessons from the previous Bank-managed carbon funds, and FCPF and ISFL in particular, are being integrated into SCALE programming. Whilst this is being prepared, several lessons have been incorporated into the recent SCALE work programme development. Key steps taken include embedding SCALE support within World Bank operations to ensure consistent financing and alignment with project cycles; updating benefit-sharing approaches to be more flexible and context-specific; and developing a tailored private sector engagement strategy, with explicit criteria for private sector involvement in new SCALE programmes.

Looking forward, this recommendation has been rolled over to FY26, for the Bank to complete the database documenting how lessons from the ISFL and other Bank-managed carbon funds will be integrated into SCALE programming, ensuring lessons from ISFL in Zambia and Ethiopia are shared with and operationalised into SCALE programmes in Zambia and Ethiopia. 

(Recommendation to be carried forward to FY26 Annual Review)

	Recommendation [6] (rolled over from FY23): DESNZ and contributors to maintain regular communication with the World Bank to keep track of ERPA progress and, where appropriate, to use available levers to encourage the swift completion of ERPAs if delays persist.
	Achieved (Ongoing)

Communications with the World Bank on ERPA progress, particularly regarding Mexico, have been strong and consistent, and engagement with donors has been satisfactory. However, the ability to ensure ERPA signatures has been limited due to a mix of political, institutional, and stakeholder-related challenges, as well as lengthy audit report processes. This recommendation will continue to be carried forward until all ERPAs are signed.

(Recommendation to be carried forward to FY26 Annual Review)

	Recommendation [7]: World Bank and contributors to discuss and plan for the future of the ISFL standard beyond the ISFL programme.
	Not Achieved

Although discussions took place over FY25, by the end of the reporting period a plan for the future of the ISFL standard had not been finalised.

(Recommendation to be carried forward to FY26 Annual Review)

	Recommendation [8]: World Bank and contributors to discuss and create a plan for the operationalisation of the various private sector pilots that have been carried out across ISFL programmes.
	Achieved

The various pilot projects under the ISFL private sector strategy in Ethiopia and Colombia are nearing completion. Most of the initiatives in Colombia have been finalised, and teams in both countries are focused on developing a dissemination strategy for the results of these studies and pilots. This includes publishing peer-reviewed documents, hosting local workshops with stakeholders, writing blog posts, producing podcasts, and training local partners on the use and application of cross-cutting models, such as water management in Colombia, as well as various business models applicable to different contexts in both countries.



	Recommendation [9]: DESNZ to discuss how to assess Output 3 in the 2024/25 Annual Review to ensure the scoring accurately reflects progress.
	Achieved

For the 2024/25 Annual Review, Output 3 will be scored according to the following process:
· Output Indicators 3.1, 3.2 and 3.3 will be scored as usual to produce an overall score for the output.
· The assessor will then make a qualitative assessment of the success against this output across all five countries to come to a final assessment of the overall score for Output 3.

It has been recommended (see Recommendation [1] for the year ahead below) that Output Indicator 3.4, “Number of businesses/private sector actors ensuring environmental and social benefits are created, sustainable, and scaled as a result of ISFL support”, is changed into a qualitative indicator. Once this change is actioned, Annual Review scoring for Output 3 can continue according to the usual process.



[bookmark: _Toc1170643940]Major lessons and recommendations for the year ahead

Major Lessons

A key lesson which has been carried over from the previous year is around the underestimation of the time taken to complete ERPDs and ERPAs. Whilst previous challenges included internal country dynamics, optimism bias in timelines, and lengthy audit and negotiation processes, this year’s delays have also been shaped by context-specific factors such as stakeholder grievances, political transitions, and evolving government positions on REDD+. Recommendation [6] has been rolled over from FY24 to ensure we are kept updated on ERPA progress, and Recommendation [4] calls for lessons to be shared with SCALE.
Another lesson emerging relates to the importance of UK cross-government coordination and diplomacy in forestry-related work. The collection of REDD+ programmes across IFU presents a valuable opportunity to strengthen collaboration, both at country level and across bilateral and multilateral platforms. Mechanisms for pooled results oversight, shared intelligence, and coordinated engagement with partner governments are currently underutilised. Establishing country-level coordination platforms and improving cross-departmental diplomacy could enhance the strategic coherence and impact of UK forestry efforts. Strong engagement with embassies within the host countries is also crucial as it provides us with knowledge of the local context and positions within the countries’ government strengthens coordination across the UK government. This has been demonstrated in FY25 where, for example, our engagement with the UK embassy in Mexico strengthened alignment during ERPA negotiations. Similarly, frequent communications with the UK embassy in Zambia have streamlined decisions related to the programme there.
A key lesson has emerged in FY25 regarding delays to ERPA signing that warrant closer attention. Changes within the governments of host countries have impacted ERPA progress. In Colombia, progress has been limited due to ministerial changes and in Mexico, whilst previous political priorities delayed ERPA negotiations, new political leadership led to considerable progress towards ERPA signing in FY25. This is expanded upon in section “Section C: Output 1”.
Finally, an important lesson is around the implementation of private sector work. The challenges faced in Indonesia, Mexico (although Mexico has now been reactivated following the FY25 reporting period) and Zambia, where private sector strategies have been cancelled, as well as the successes in Colombia and Ethiopia, should be taken as lessons going forward. This is covered in more detail in section “Output 3: Progress on recommendations from FY24. 

Recommendations for the year ahead

Recommendation [1]: DESNZ and World Bank to update their logframes, specifically:
a. Discuss how to calculate interim milestones for Outcome Indicator 1.2 going forwards.
b. Discuss how to monitor third-party purchases of emission reductions under Output Indicator 1.2, to reflect both the cumulative disbursements made for ER payments, as well as the additional revenue mobilised through carbon market transactions.
c. (Rolled over from FY24) Add operational progress or qualitative indicators to Output Indicator 1.6 to assess the progress of the biodiversity pilot in Colombia once it is operational.
d. Discuss making output indicator 3.4 a qualitative indicator and report on this from FY26.
e. DESNZ to update interim milestones and EOP target for outcome indicator 1.1 to align with revisions made to the WB Results Framework.
f. DESNZ to update EOP target for output indicator 2.2 to align with revision made to the WB Results Framework and revise interim milestones accordingly.
g. DESNZ to remove Output 1.5 to reflect that it was achieved in FY24. 
h. DESNZ to revise Outcome Indicator 1.3 (b) to reflect the significant overachievement of the FY25 milestone for not-for-profit finance mobilised.
Deadline: 30 June 2026

Recommendation [2] (rolled over from FY24): World Bank and DESNZ to appraise and fund alternative grant funding options for the remaining unallocated $2.28m[footnoteRef:8] funding in the UK Single Donor Trust Fund (SDTF).  [8:  This figure includes projected investment income based on the foreign exchange rate as of 30 September 2025.] 


Deadline: 30 June 2026

Recommendation [4] (rolled over from FY24): World Bank to complete the database documenting how lessons from the ISFL (and other Bank-managed carbon funds) will be integrated into SCALE programming, and to share this with contributors. World Bank and DESNZ to further ensure lessons from the ISFL programmes in Zambia and Ethiopia are shared with and operationalised into the SCALE programmes in Zambia and Ethiopia. 

Deadline: 30 June 2026

Recommendation [5] (rolled over from FY24): World Bank to create a pathway for the future of the ISFL standard beyond the ISFL programme.

Deadline: 30 June 2026

Recommendation [6] (rolled over from FY24): DESNZ and contributors to continue to maintain regular communication with the World Bank to monitor ERPA progress and, where appropriate, use available levers to encourage the swift completion of ERPAs if delays persist. In addition, it is recommended that a dedicated discussion and lessons learned session[footnoteRef:9] be convened to examine the reasons for the significant delays between ERPD completion and ERPA signing, with a view to identifying practical solutions. [9:  The World Bank have proposed this could be discussed as part of the pause and reflect at the upcoming ISFL annual meeting if contributors wish, or could be included on the agenda for the ISFL mid-year meeting in June 2026.
] 


Deadline: Ongoing until all ERPAs signed.

Recommendation [7]: World Bank and contributors to hold forward-looking discussions on benefit sharing, including learning from the FCPF Carbon Fund, in advance of the first emission reductions payments expected in FY26.  

Deadline: 30 June 2026

Recommendation [8]: World Bank to take action to ensure the progression of the Indonesia ERPA, keeping contributors abreast of the situation. World Bank to monitor progression of Colombia and Mexico ERPAs additionally.

Deadline: 30 June 2026


	[bookmark: _Hlk110858960][bookmark: _Toc247406074][bookmark: _Toc1637329442]Section B: Theory of change and progress towards outcomes



[bookmark: _Toc277244955]Summary of the programme’s theory of change, including any changes to outcome and impact indicators from the original business case

The ISFL Theory of Change (ToC) is presented in the Monitoring, Evaluation and Learning Framework. Each country programme has its own tailored ToC and results framework, with overall results integrated and aligned to the programmatic ToC. The programmatic ToC is intended to be updated continuously throughout the lifetime of the programme to improve its effectiveness in measuring results and to enable understanding of how the programme is delivering and its overall pathways of change.  
 
The main impacts in the ISFL ToC are: 
· Contributing to low carbon development by delivering benefits to communities and reducing greenhouse gas emissions in programme areas; and 
· Supporting the achievement of global goals, including Sustainable Development Goals (SDGs) and the Paris Agreement.   

ISFL processes to enable this relate to:  
· Improving land management;  
· Delivering benefits to land users; and 
· Leveraging public and private sector partnerships.   

ISFL processes include building an enabling environment through capacity building; stakeholder management; policy reforms; land management planning; and developing partnerships. 
 
These results are backed by high quality tools and approaches, such as technical studies, monitoring, reporting and verification of ERs, results-based payments and grants and governance and due diligence. 
 
The majority of UK funding is invested in BioCFT3, and thus a significant share of anticipated benefits relies upon operational Emission reductions programmes.  
 
The UK programme logframe has been adjusted since the original business case to better reflect current ambition and reasonable progress of the ISFL programme. The rationale for these changes includes more realistic timings considering the overly ambitious initial milestones, the knock-on impact of COVID-19, adding interim milestones and milestone indicators where the World Bank had not defined any, and adding new milestones to reflect new workstreams.  


[bookmark: _Toc986934688]Progress against the expected outcomes and impact, and actions planned for the year ahead

The ISFL programme’s ultimate success will be measured in terms of its progress against its intended outcome statement: “The BioCF ISFL has improved forest and agricultural land management and land use, contributed to reduced emissions from forest and agricultural ecosystems (including REDD+) and protected biodiversity through integrated low carbon jurisdictional development pathways, equitable distribution of benefits and mobilisation of investment through partnerships between public and private sectors”.
 
This outcome is dependent upon jurisdictions completing robust and comprehensive ERPDs and benefit-sharing plans (BSPs) and implementing the activities and processes therein. Outcome Indicator 1.1, “Net change in greenhouse gas emissions (tCO2e) tonnes of greenhouse gas emissions reduced or avoided as a result of ISFL”, and Outcome Indicator 1.2., “Area (ha) of avoided deforestation compared to a reference level in ISFL programme areas”, are similarly dependent on the implementation of activities underneath the ERPDs. 

All ERPDs under the ISFL programme have now been completed. However, only two ERPAs have been signed. Monthly Portfolio Reports show the trend of significant delays over time for all programmes since programme inception. This can be seen in projected ERPA signatures (Table 1) below. For further information on delays, refer to the supporting narrative in Output 1.4. 

Table 1: Projections for ERPA signature according to World Bank Portfolio Reports 
	Portfolio report  
	Colombia  
	Ethiopia  
	Indonesia  
	Mexico  
	Zambia  

	July 2018  
	Sep 19  
	Feb 19  
	Jan 21  
	May 20  
	Dec 20  

	July 2019  
	July 20  
	Sep 20  
	Nov 20  
	May 21  
	Dec 20  

	July 2020  
	Aug 22  
	July 21  
	Dec 21  
	Dec 22  
	Oct 21  

	June 2021 
	Dec 22 
	Nov 21 
	Aug 22 
	Mar 23 
	May 22 

	June 2022 
	Mar 23 
	Sept 22 
	Mar 23 
	Mar 23 
	Mar 23 

	June 2023 
	Dec 23 
	Feb 23 (achieved) 
	Feb 24 
	Mar 24 
	Nov 23 

	May 2024
	Oct 24
	Feb 23 (achieved)
	Oct 24
	Nov 24
	Jun 24

	October 2024
	Mar 25 
	Feb 23 (achieved) 
	May 25 
	Mar 25
	Jun 24 (achieved)

	September 2025[footnoteRef:10]  [10:  This is the most recent Portfolio Report at the time of writing.] 

	Jan 26
	Feb 23 (achieved) 

Phase II Signature: Dec 25
	Jun 26
	Dec 25
	Jun 24 (achieved)



Following significant progress during the FY24 and FY25 reporting periods, targets have now been established for the majority of Outcome Indicators in the updated logframe. The programme is performing well against most expectations, and it is anticipated to mostly achieve its intended outcomes over the course of its implementation, with some indicators falling moderately below trajectory. A detailed assessment of progress against individual Outcome-level Indicators is provided below.

Outcome Indicator 1.1: Net change in greenhouse gas emissions (tCO2e) reduced or avoided as a result of ISFL 

Under this outcome, a total of 15.08 million tCO₂e in reduced or avoided emissions has been reported to date. This represents approximately 43% of the FY25 milestone of 34.67 million tCO₂e, indicating that progress is moderately below target. To achieve the FY26 milestone of 52.71 million tCO₂e, the programme will need to deliver an additional 37.63 million tCO₂e in emissions reductions during the next reporting period. Importantly, this shortfall does not reflect a lack of ERs being generated on the ground. Rather, it stems from delays in the reporting and third-party verification processes required to formally account for these reductions. Furthermore, these delays are a knock-on effect from delays in ERPA signatures, which are a prerequisite for initiating emission reduction payments. As countries move closer to finalising ERPAs, it is expected that progress will accelerate, with milestones being met.


Outcome Indicator 1.2: a) Decrease in area (ha) of conversions from forest to other land uses in ISFL programme areas and b) area (ha) of land use converted to forest in ISFL programme areas

During this reporting period, Outcome Indicator 1.2 was revised. Its definition changed from “Area (ha) of avoided deforestation compared to a reference level in ISFL programme areas” to a dual metric: a) the decrease in area (ha) of conversions from forest to other land uses, and b) the area (ha) of land converted to forest within ISFL programme areas. In the FY25 reporting period, Ethiopia and Zambia (the only countries currently reporting on this) reported 16,012 hectares converted from forest to other land uses, and 29,056 hectares converted from other land uses to forests in ISFL programme areas. As a result of this revision, milestones for FY25 and subsequent reporting periods have not yet been established. Recommendation [1a] in this Annual Review sets out the intention to define an approach for calculating interim milestones for Outcome Indicator 1.2 going forward.


Outcome Indicator 1.3: Volume of finance mobilised for climate change purposes as a result of ISFL (disaggregated for non-ODA public finance and private finance).

In the FY25 reporting period, $9.5 million in for-profit private sector finance was mobilised in support of ISFL objectives, falling slightly short of the FY25 milestone of $10.75 million. For-profit private finance varied by country, with Colombia mobilising $6.5m, and Ethiopia mobilising $3m. This figure remains unchanged from FY24, which also reported $9.5m. In contrast, $212.55 million in not-for-profit finance (from public and private sources) was mobilised, significantly surpassing both the FY25 milestone of $14.5 million and the FY31 target of $40 million. Finance mobilised has increased by $42m since FY24, which reported $170.55m mobilising in not-for-profit finance. This increase was due to the IFC’s upstream engagement, which led to a $42m IFC investment in a private cocoa sector company.  In FY25, Colombia mobilised the most, at $107m, followed by Mexico at $56m, Zambia at $25.05m, and Ethiopia at $24.5m. Indonesia did not mobilise any spend in the FY25 reporting period. Recommendation [1h] in this Annual Review recommends a revision for Outcome 1.3 (b), considering the FY25 milestone has been significantly surpassed already.


Outcome Indicator 1.4: Extent to which ISFL has influenced REDD+ Country Participants’ national approaches to sustainable forest resource management and land-use (including among women, women’s groups, Indigenous Peoples, Civil Society Organisations, local communities) 

So far, there have been 35 reforms in forest and land-use policy, legislation or other regulations explicitly supported by an ISFL programme, with results reported in Colombia, Indonesia, and Mexico. This demonstrates significant progress as it far exceeds the target, which is for there to have been 12 reforms in at least three countries. Beyond the numbers, these reforms reflect deeper systemic change: ISFL country programmes have contributed in several ways to strengthening the enabling environment for transitioning toward jurisdictional Emission Reductions (ER) programmes and sustainable land use. They have supported policy, legislative, and regulatory reforms essential for scaling Sustainable Land Management (SLM) and Integrated Landscape Management (ILM). Moreover, ISFL has played a pivotal role in driving behavioural change within governments and public services, increasing awareness and embedding SLM and ILM principles into national planning and regulatory frameworks.

[bookmark: _Toc147801324]Logframe updates since the last review

Since the FY24 Annual Review, DESNZ has made several updates to the ISFL logframe to align more closely with changes introduced by the World Bank in FY23 and FY24. These updates reflect both strategic shifts in programme delivery and practical adjustments based on the availability of data and progress across countries. Key changes have been outlined in the following table:

Table 2: Logframe updates since the last review.
	Output/Outcome Indicator
	Theme
	Changes Made

	Outcome Indicator 1.1: GHG Emissions Reductions
	Increase of end-of-programme (EOP targets)
	DESNZ raised the EOP target to match the World Bank’s and introduced interim milestones based on ERPD estimates.

	Outcome Indicator 1.3: Mobilised Finance
	Increase of end-of-programme (EOP targets)
	DESNZ have now included an EOP target and interim milestones for Zambia and Ethiopia, the two countries with signed ERPAs.

	Output Indicator 3.1: Private Sector Schemes Adopting Sustainable Practices
	Increase of end-of-programme (EOP targets)
	EOP target increased to reflect additional grant funding to Zambia, and interim milestones were revised accordingly. These changes signal a more ambitious trajectory for ISFL.

	Output Indicator 2.1: Land Users Adopting Sustainable Practices
	Change in EOP target.
	This indicator retained its original EOP target. 

	Output Indicator 2.3: Communities Receiving Benefits from ER Payments
	Change in EOP target
	EOP target updated for Ethiopia and Zambia (the only countries reporting on this), with a new EOP target and interim milestones to match the Bank’s targets, scaled from the known trajectories.

	Output Indicator 1.3: Workshops and Technical Studies Funded
	Structural Adjustment to Weightings
	Output Indicator closed, having surpassed its EOP target, and its weighting redistributed.

	Output Indicator 1.4: ERPDs and ERPAs completed
	Structural Adjustment to Weightings
	This output saw an increase in weighting to reflect the critical role of ERPA signings.

	Output 2
	Structural Adjustment to Weightings
	All sub-weightings were equalised to accommodate the introduction of reporting on Indicator 2.3.

	Output Indicator 3.4: Private Sector Actors ensuring socio-environmental benefits
	Composition of Metric
	This OI is being transitioned into a qualitative indicator due to challenges in collecting numeric data during evaluations.[footnoteRef:11] [11:  For this Annual Review, DESNZ has applied a hybrid scoring approach, quantitative scoring for Indicators 3.1-3.3, followed by a qualitative assessment across all countries to determine the final score for Output 3 overall.] 





Justify whether the programme should continue, based on its own merits and in the context of the wider portfolio 
 
Overall, in FY25, the ISFL programme has made satisfactory progress and continues to perform well against output targets. ISFL has demonstrated some progress in advancing ERPA readiness and negotiations, and significant progress in scaling CSA practices through private sector partnerships and engagement, and finalising grant-funded activities. Despite the ongoing delays to ERPA signatures, there is confidence that the next stage of the programme will progress as planned, with ERPA signatures in the remaining three countries. Beyond this, the ISFL programme is expected to enter a new phase, with the first ISFL emission reductions being verified and the first ERPA payments and/or carbon markets transactions to follow shortly after. Interest from private sector buyers is growing, particularly for credits from Ethiopia and Zambia, although ultimate price and appetite may be dependent on external decisions from compliance markets such as CORSIA. Should transactions go ahead, they will unlock major financing streams, enabling the implementation of BSPs that expand activities, create jobs, and strengthen community resilience. 

We expect, and the World Bank are confident, that the programme will deliver on intended outcomes over the lifetime of the programme. Therefore, the ISFL programme should continue. However, as the majority of grant programmes are closed and the programme is moving into the next phase of implementing emission reductions programmes in FY31, the risk that the cumulative delays leave insufficient time to generate ERs, disburse the corresponding payments and monitor benefits, continues to grow. This risk needs to continue to be monitored closely going forwards, and it is essential that the remaining ERPAs are signed in FY26.   

	[bookmark: _Toc62532432]Section C: Output scoring



[bookmark: _Toc1002024633]Output 1: Jurisdictional-scale Emissions Reduction Programmes for reducing emissions and improving land management are planned and implemented


	Output Title 
	Output 1: Jurisdictional-scale Emissions Reduction Programmes for reducing emissions and improving land management are planned and implemented 

	Output number: 
	1
	Output Score: 
	B

	Impact weighting (%):  
	50
	Weighting revised since last AR? 
	No


	Risk rating:
	Moderate
	Risk revised since last AR?
	No




	Indicator(s)
	Milestone(s) for this review
	Progress 

	1.1
Total land area (ha) under sustainable landscape management (a) plans and (b) practices as a result of ISFL support, including where relevant: forestry, agriculture, other (CRI, FAP)

Weighting: 22.5%

	(a) 17,318,913
(b)  441,998
	(a) 13,607,436 Progress moderately did not meet expectation. 
a. Colombia: 12,558,244
b. Ethiopia: 210,952
c. Indonesia: 248,141
d. Mexico: 444,720
e. Zambia: 145,379

(b) 361,039 Progress moderately did not meet expectation. 
a. Indonesia: 87,284
b. Mexico: 216,914
c. Zambia: 56,842

	1.2
Amount of disbursement for ER payments ($, cumulative)

Weighting: 22.5%
	FY25: 10,000,000
	0

Progress substantially did not meet expectation. 


	1.3
Number of ERPDs completed (of which number of ERPAs signed)

Weighting: 22.5%
	FY25: 5 (5)
	5 (2) Progress substantially did not meet expectation. 

Colombia:
· December 2023: ERPD completed
Ethiopia: 
· August 2021: ERPD completed 
· February 2023: ERPA signed 

Indonesia:
· December 2023: ERPD completed
Mexico:
· July 2024: ERPD completed
Zambia: 
· June 2023: ERPD completed 
· June 2024: ERPA signed


	1.4
Number of ERPDs approved with subsequent phases that include at least 2 non-forest related AFOLU subcategories, and which demonstrate improved data quality over time. (e.g. livestock, soils, cropland, grassland, wetlands etc)

Weighting 22.5%
	FY25: 80%
	100%

Progress moderately exceeded expectations

Examples of subcategories included in the ERPDs:
· Colombia – cropland, grassland, wetland, settlement
· Ethiopia – livestock, grassland, cropland
· Indonesia – grassland, cropland, wetland, settlement
· Mexico – cattle, grassland, cropland
· Zambia – livestock, grassland, cropland, soils

	1.5
a) Number of approved ERPDs which directly reference National Biodiversity Strategies and Action Plans (NBSAPs), related regional and/or sub-national strategies and plans, and which include targets that demonstrate biodiversity co-benefits;

b) Number of programmes that are designing or implementing biodiversity-friendly management strategies

Weighting: 10%
	(a) 5
(b) 5
	(a) 3 Progress moderately did not meet expectation.
(b) 4 Progress moderately did not meet expectation.

It should be noted that, after additional analysis was undertaken in FY25, Colombia, Mexico and Ethiopia ERPDs were all found to reference NBSAPs, and so this sub-indicator was updated from 1 to 3. 



Output summary and supporting narrative for the score 

Output 1 measures the progress of the planning and implementation of jurisdictional emission reductions (ER) programmes, which are foundational to the wider ISFL programme.

For FY25, Output 1 has scored a B to reflect the variation in performance across the indicators.  Although there was progress in terms of the inclusion of AFOLU sub-categories in ERPDs (achieved in FY24), the overall score continues to be limited by delays to the signing of ERPAs and subsequent disbursements for ER payments. Output 1 has retained its “Moderate” risk rating from FY23 due to these continued delays.

Under Output Indicator 1.1, progress around sustainable landscape management plans (a) fell short of the FY25 milestone by 21%.[footnoteRef:11898] Total landscape area under sustainable management practices (b) also fell short of the FY25 milestone by 18.3%, and has declined since FY24 by ~13,500 ha. It is important to look at the data for each country programme, as this shows some variation in progress. For example, whilst land area under sustainable landscape management plans (a) decreased by ~25,000 ha since FY24 across all programmes, this is solely attributed to Indonesia, which saw a ~25,000 ha decrease in land area under sustainable management plans. All other countries saw no change. Similarly, for sustainable landscape management practices (b), Indonesia saw a ~13,500 ha decrease, with Mexico and Zambia reporting no change (Colombia and Ethiopia did not report results). ISFL will monitor the situation throughout FY26.  [11898:  The FY25 result (13,607,436 ha) is less than the FY24 result (13,632,166 ha). This is because Indonesia’s result under this indicator decreased following verification.] 


There was no measurable progress under Output Indicator 1.2 during FY25. This is primarily due to the limited number of signed ERPAs (only two to date), with Ethiopia being the sole country expected to make a payment during its first Emission Reductions (ER) reporting period this year. Consequently, the programme did not meet its FY25 milestone of $10 million in ER payment disbursements, disbursing zero payments in the reporting period. It is worth noting that both Ethiopia and Zambia did submit their first monitoring reports in FY25 (in January and June respectively), but at the current time of writing both reports are undergoing validation and verification. Once this is complete, which is expected to happen in FY26, the payments can be made. Despite these forward-looking developments, the sub-indicator scores poorly for FY25, reflecting the limited progress achieved.

Building on Output Indicator 1.2, progress under Output Indicator 1.3 remained limited. The completion of the remaining four ERPDs in FY24 marked a significant milestone, with Ethiopia completing its ERPD draft for Phase II in FY25 (currently under validation). These documents form the foundation of each country’s ER programme and enable the initiation of ERPA negotiations. However, the absence of signed ERPAs in FY25 constrained the achievement of both this indicator and the broader output. This past year, these delays were largely due to external factors, particularly complex political dynamics and institutional changes within negotiating governments, continued to impede progress, as was observed in FY24[footnoteRef:12]. Colombia and Mexico are expected to sign ERPAs in FY26. [12:  The World Bank has clarified that for Output Indicators 1.3 and 1.5, the ERPDs for Ethiopia and Mexico Phase II, are not entirely new documents but updates to certain sections of the Phase I ERPDs. As such, they should not be counted as separate ERPDs, and the Bank recommends not changing the targets for these two indicators.
] 


As was the case in FY24, progress exceeded expectations under Output Indicator 1.4, with all five completed ERPDs including several non-forests related AFOLU subcategories. This is a positive result as it demonstrates the operationalisation of the ISFL’s innovative integrated land use approach. When disaggregating by country, Zambia’s ERPD reports against AFOLU sub-categories, whilst Ethiopia’s Phase I ERPD was exclusively forestry, but its Phase II now reports against AFOLU sub-categories (with an updated ERPD for Phase 2 submitted in Feburary 2025 and validation expected in October 2025). It should be noted that other ERPs are not yet active as their ERPAs haven’t been signed. Under Recommendation [1g], it has been recommended that this Output is removed, due to the fact that it was achieved in FY24.

Under Output Indicator 1.5, progress again fell short of expectations, with only three out of the five completed ERPDs directly referencing NBSAPs, related regional and/or sub-national strategies and plans and including targets that demonstrate biodiversity benefits. After additional analysis was undertaken in FY25, Colombia, Mexico and Ethiopia ERPDs were all found to reference NBSAPs, and so this sub-indicator was updated from 1 to 3 for the FY25 reporting period. For 1.5b, whilst the other ERPDs do not include these specific references, biodiversity is a co-benefit of all programmes. Notably, four countries are designing or implementing biodiversity-friendly management strategies. Colombia explicitly identifies biodiversity as a non-carbon benefit, prioritises conservation areas through national institutions, and includes a dedicated biodiversity monitoring component. Ethiopia references the Ethiopian Biodiversity Strategy and Action Plan as a tool to manage reversal risks and commits to reporting on sustainable land management, including biodiversity plans, under the ISFL MEL framework. Mexico similarly reports on land under sustainable management using its national biodiversity strategies (ENBioMex and ENBIOFOR), which guide the integration of biodiversity criteria into forest sector interventions.

Describe any changes to this output, and any planned changes as a result of this review. 

It is recommended that the World Bank amend Output Indicator 1.2 to reflect both the cumulative disbursements made for ER payments, as well as the additional revenue mobilised through carbon market transactions. This dual-component indicator should capture not only disbursements but also monetisation of ERs at enhanced market prices, considering the programme is now entering a new phase. Should host jurisdictions take advantage of the floor-price mechanism within the ERPAs, and credits are sold to a third-party at a higher price, this would reduce the disbursement for ER credits under Output Indicator 1.2. This would not be an underperformance however, as it would be leading to better overall programme outcomes. A revision to the Output Indicator 1.2 methodology to account for both would address this. 
 
In this Annual Review DESNZ has removed the original Output Indicator 1.3, “Number of workshops and funded technical studies completed to prepare an ISFL programme”. This indicator tracked the progress of capacity building, which was a key part of the grant programmes, but will be less important as the ISFL transitions into delivering emission reduction programmes. Accordingly, all Output Indicator numbers have changed to reflect this.

As per the FY24 Annual Review in FY24, DESNZ have recommended adding operational progress or qualitative indicators to assess the progress of the biodiversity monitoring pilot in Colombia once it is operational[footnoteRef:13] under Output Indicator 1.6, which measures the inclusion of biodiversity in ER programmes (see Recommendation [2d]). The pilot aims to develop and test new ways of assessing biodiversity reporting and measurement, which means that it would be difficult for traditional metrics to assess its success. Therefore, DESNZ should work with the World Bank to formulate an alternative way of tracking the progress of the pilot, such as through annual qualitative updates. [13:  The pilot will become operational once the emission reductions programme in the Orinoquía begins.
] 


Progress on recommendations from the previous AR, lessons learned this year, and recommendations for the year ahead 

Progress on recommendations from FY24

As detailed in the section above, several proposals under Recommendation [2] in FY24 were actioned. Firstly, Output Indicator 1.3 was closed, as the EOP target was surpassed and workshops/technical studies are coming to an end. Secondly, DESNZ reweighted Output Indicator 1.4 from 20% to 22.5% to reflect the importance of ERPA signings to the delivery of the programme. Thirdly, the WB and DESNZ discussed how CSA delivered in Zambia under its grant programme will be measured, with Output Indicator 1.1b specifically being reported on and measuring a combination of all practices on forests, CSA and protected areas. 

However, one proposal from Recommendation [2] was not actioned. DESNZ were recommended to add operational progress or qualitative indicators to Output Indicator 1.6 to assess the progress of the biodiversity pilot in Colombia, once operational. Unfortunately, the biodiversity pilot is still not operational as the emission reductions programme has not started and so cannot be assessed yet. In FY26, DESNZ should work with the World Bank to formulate an alternative way of tracking the progress of the pilot, such as through annual qualitative updates.

Furthermore, the FY23 Annual Review recommended that DESNZ and contributors maintain regular communication with the World Bank to keep track of ERPA progress, and to use available levers to encourage the swift completion of ERPAs if delays persist. In FY24, the first part of this recommendation was achieved, but the second part of the recommendation was more difficult to progress; the main causes to delays in FY24/25 have largely been external to the programme and difficult for the World Bank and contributors to influence. Recommendation [6] of this Annual Review has thus been carried over from FY24.

Lessons Learned

Building on the analysis conducted at the conclusion of the Colombia grant programme and insights from stakeholder engagement in Indonesia, FY25 has provided opportunities to reflect upon the key lessons learned on ERPD assessment and ERPA negotiation process. These include:

· Phased coordination in Colombia: as learned from the end of Colombia’s grant programme, sustained national and subnational coordination requires formal commitments and consistent leadership. Projects should adopt a phased approach with clearly defined stages to avoid overwhelming coordination demands and allow stakeholders to internalise new practices gradually.
· Co-designing interventions in Colombia: successful implementation of jurisdictional carbon programmes hinges on resonance with small and medium producers. Co-designing interventions, simplifying technical language, and using demonstration farms proved more effective than generic solutions.
· Safeguarding in Indonesia: the Jambi Emission Reductions Results Program (J-ERRP) is strengthening systems for safeguards and conducting environmental and social due diligence on high-risk activities to ensure compliance and mitigate impacts.
· Upfront investment in Ethiopia: essential for developing key systems such as MRV (Monitoring, Reporting, and Verification), BSP (Benefit Sharing Plan), and ESRM (Environmental and Social Risk Management), as well as for legal and policy reform and practical on-the-ground activities.
· Implementation compliance in Ethiopia: a key lesson from the grant is the need to integrate social safeguards and ensure ER programme activities are strongly gender-responsive; this approach is considered replicable for other programmes.
Recommendations for FY26

Recommendation [1]: DESNZ and World Bank to update their logframes, specifically:
1. Discuss how to calculate interim milestones for Outcome Indicator 1.2 going forwards.
1. Discuss how to monitor third-party purchases of emission reductions under output indicator 1.2.
1. (Rolled over from FY24) Add operational progress or qualitative indicators to Output Indicator 1.6 to assess the progress of the biodiversity pilot in Colombia once it is operational.

Deadline: 31 March 2026

Recommendation [6] (rolled over from FY24): DESNZ and contributors to continue to maintain regular communication with the World Bank to monitor ERPA progress and, where appropriate, use available levers to encourage the swift completion of ERPAs if delays persist. In addition, it is recommended that a dedicated discussion and lessons learned session be convened to examine the reasons for the significant delays between ERPD completion and ERPA signing, with a view to identifying practical solution. 

Deadline: Ongoing until all ERPAs signed.

Recommendation [8]: World Bank to take action to ensure the progression of the Indonesia ERPA, keeping contributors abreast of the situation.

Deadline: 30 June 2026

Recommendation [9]: World Bank to amend Output Indicator 1.2 to reflect both the cumulative disbursements made for ER payments, as well as the additional revenue mobilised through carbon market transactions. This dual-component indicator should capture not only disbursements but also monetisation of ERs at enhanced market prices.  
 
Deadline: 30 June 2026 

[bookmark: _Toc186559999]Output 2: Jurisdictions have improved capacity and capability to manage land sustainably, deliver benefits equitably to land-users and contribute positively to local socio-economic development and protecting biodiversity.

	Output Title 
	Output 2: Jurisdictions have improved capacity and capability to manage land sustainably, deliver benefits equitably to land-users and contribute positively to local socio-economic development and protecting biodiversity   

	Output number: 
	2
	Output Score: 
	A+

	Impact weighting (%):  
	25
	Weighting revised since last AR? 
	No


	Risk rating:
	Moderate
	Risk revised since last AR?
	No




	Indicator(s)
	Milestone(s) for this review
	Progress 

	2.1
Land users who have adopted sustainable land management practices (of which % women) as a result of ISFL support, including in the following sectors where relevant: forestry, agriculture, other

Weighting: 33.3%
	FY25: 90,271
	143,785 (36%)

Progress substantially exceeded expectation.

· Ethiopia: 97,789 (35%)
· Indonesia: 2,180 (28%)
· Mexico: 26,159
· Zambia: 17,657 (44%)

	2.2
Volume of grants disbursed to ISFL programmes (US$ mill)

Weighting: 33.3%
	FY25: 63.52
	69.3 Progress moderately exceeded expectation. 

	2.3
Number of communities or other
organizations that have received benefits (assets and/or services) from emission reductions payments

Weighting: 33.3%
	FY25: 0
	0 Progress met expectation. 



Briefly describe the output and provide supporting narrative for the score.

Output 2 assesses improvements to the capacity and capability of jurisdictions to manage land sustainably, deliver benefits equitably, and to contribute to socio-economic development and protecting biodiversity.  This output scored an A+, reflecting two out of the three milestones being exceeded.

For FY25, we have maintained the “Moderate” risk rating for Output 2, due to uncertainty around Output 2.3, which is dependent on ERPA finalisation. Additionally, some countries are not currently reporting for all sub-indicators.

For Output Indicator 2.1, progress has been significant, with both the number of land users who have adopted sustainable land management practices and the percentage of land users who are women exceeding the FY25 and end-of-programme targets, exceeding the FY25 target by 159%. It is important to note that Colombia did not report on this indicator, and Mexico did not provide disaggregated results. This quantitative data is supported by qualitative information. Ethiopia, for example, significantly outperformed its target, driven by two key factors: (a) increased ownership of integrated land use planning by the implementing agency, and (b) programme restructuring that expanded coverage to additional Woredas with available communal land, enhancing implementation efficiency.

Results under Output Indicator 2.2 also moderately exceeded the FY25 milestone of $62.5m. So far, $69.3m in grants has been disbursed to ISFL programmes, of which $9.4m was disbursed in FY25.  However, this indicator alone does not show the progress of activities funded by these grants. Qualitative updates from the five country programmes indicate that grant funding has been instrumental in advancing core activities central to emissions reductions. In Zambia, over 73,000 farmers adopted CSA practices across 163,000 ha, and 72,840 ha of forest were placed under sustainable management across the lifetime of the programme.[footnoteRef:27186] In Ethiopia, grants supported participatory forest management and reforestation, benefiting over 77,000 women through income-generating activities such as agroforestry, goat rearing, and coffee production. In Colombia, grant-funded activities led to the restoration of 3,800 ha of degraded land and the creation of 500 rural jobs. In Indonesia, grants enabled the reforestation of over 2,000 ha, improved sustainable farming practices, and strengthened forest and land use governance. In Mexico, grant funding helped build institutional capacity for integrated landscape management and supported the development of tools that will underpin the country’s ER programme. [27186:  These results are only partially aggregated into the ISFL fund level results.] 


Describe any changes to this output, and any planned changes as a result of this review.

In FY25 for Output Indicator 2.3, “Number of communities or other organisations that have received benefits (assets and/or services) from emission reductions payments,” DESNZ added an end-of-programme target to match that of the World Bank, then calculated interim milestones for DESNZ reporting purposes, with the programme reaching its milestone of zero for the FY25 reporting year. 

Progress on recommendations from the previous AR (if completed), lessons learned this year and recommendations for the year ahead

Recommendations from FY24

The FY24 Annual Review recommended revisions to the following indicators:
· Decrease the EOP target for Output Indicator 2.1 and revise interim milestones accordingly. It was decided not to decrease the EOP target and interim milestones for Output Indicator 2.1, as the EOP target has already been achieved.
· Add an end-of-programme target and interim milestones for Output Indicator 2.3 for countries reporting on this indicator (currently Ethiopia and Zambia). Interim milestones should be based on the expected delivery of results-based payments. As such, the WB EOP target for Output Indicator 2.3 was added to the DESNZ logframe. DESNZ set interim milestones.
· Revise sub-weightings under Output 2 as reporting on Output Indicator 2.3 will begin in FY25. Accordingly, Changes to Output 2 sub-weightings have been revised.
· DESNZ and World Bank to discuss how the CSA delivered under the UK’s additional £6m grant to Zambia will be measured. For the Zambia ER programme:
· Output 3.1 will be reported on (Number of people in private sector schemes adopting improved agricultural practices). The WB have confirmed this is fully aligned with the number of farmers receiving CSA support/adopting CSA practices.
· Output 2.1 will not be reported on (Land users who have adopted sustainable land management practices).
· Output 1.1b will be reported on (Land area under sustainable landscape management practices) however this will measure a combination of all practices on forest, CSA and protected areas.
· The WB will also provide narrative updates, for example in the Annual Report, Mid-Year Meeting and Annual Meeting.
Lessons Learned

Building on the same analysis conducted at the conclusion of the Colombia grant programme and insights from stakeholder engagement in Indonesia, FY25 has provided opportunities to reflect upon the key lessons learned on improving capacity and capability to deliver benefits equitably. Examples include:

· High-Integrity Stakeholder Engagement in Colombia: trust-building with IPLCs is essential. Iterative engagement processes aligned with Colombian legislation are necessary to ensure consent and confidence.
· Synergies with Existing Policies in Colombia: alignment with existing initiatives enhances effectiveness, but such alignment must be carefully sequenced to avoid coordination overload.
· Strengthened Consultation Processes in Indonesia: ISFL in Indonesia is improving stakeholder engagement, especially with IPLCs, to ensure inclusive and equitable participation. ISFL are clearly defining the full suite of programme activities to help stakeholders understand and engage with the programme effectively.
Recommendations for FY26

Recommendation [7]: World Bank and contributors to hold forward-looking discussions on benefit sharing, including learning from the FCPF Carbon Fund, in advance of the first emission reductions payments expected in FY26.  
 
Deadline: 30 June 2026

[bookmark: _Toc813439086]Output 3: Replicable and scalable models of public-private or private investment in place that enable sustainable revenue streams for local communities, protection of biodiversity and improved land-use management through sustainable practices.

	Output Title 
	Output 3: Replicable and scalable models of public-private or private investment in place that enable sustainable revenue streams for local communities, protection of biodiversity and improved land-use management through sustainable practices.

	Output number: 
	3
	Output Score: 
	A

	Impact weighting (%):  
	25
	Weighting revised since last AR? 
	No

	Risk rating:
	Moderate
	Risk revised since last AR?
	No



	Indicator(s)
	Milestone(s) for this review
	Progress 

	3.1
Number of people in private sector schemes adopting sustainable practices (disaggregated by gender)

Weighting: 40%
	FY25: 268,484

	28,304 (36%) 

Progress substantially did not meet expectation. 

· Colombia: 365 (13%)
· Ethiopia: 27,939 (36%)
· Zambia: 0

	3.2
Number of partnerships established with: (a) for-profit private sector organisations; & (b) not-for-profit public or private organisation, due to ISFL support

Weighting: 30%
	(a) 26
(b) 17
	(a) 75
(b) 74
Progress substantially exceeded expectation. 

(a) Colombia, 46; Ethiopia, 1; Indonesia, 23; Mexico, 0; Zambia, 5

(b) Colombia, 68; Ethiopia, 2; Indonesia, 0; Mexico, 0; Zambia, 4


	3.3
Number of engagements established with: (a) for-profit private sector organisations; & (b) not-for-profit public or private organisation, due to ISFL support

Weighting: 30%
	FY25: N/A
EOP: (a) 12 (b) 8
	(a) 26
(b) 54
Progress substantially exceeded expectation. 

(a) Colombia, 23; Ethiopia, 1; Indonesia, 0; Mexico, 0; Zambia, 2
(b) Colombia, 23; Ethiopia, 8; Indonesia, 21; Mexico, 0; Zambia, 2


	3.4
Number of businesses/private sector actors ensuring environmental and social benefits are created, sustainable, and scaled as a result of ISFL support

Weighting: 0%
	Evidence that the amount of benefits created have increased from the previous year
	Indicator will be reported on following each programme evaluation. Targets will not be included for this indicator




Briefly describe the output and provide supporting narrative for the score.

Output 3 assesses public-private and private investment, and the extent to which this enables sustainable revenue streams for local communities, protection of biodiversity and improved land-use management through sustainable practices. As Output Indicator 3.4 (number of businesses or private sector actors creating and scaling environmental and social benefits) has not been reported on to date, progress against this output reflects the number of people in private sector schemes adopting sustainable practices and the number of partnerships and engagements with private and not-for-profit organisations. A qualitative assessment has been incorporated alongside the quantitative evaluation, with a 70:30 weighting, respectively. This reflects the limitations of the current logframe in capturing country-level variation in private sector engagement. It is recommended that the FY26 Annual Review formally integrate this qualitative assessment into the logframe to ensure a more accurate representation of programme performance (see Recommendation [1d]).

This output received a score of A for FY25, indicating moderate progress. This represents a regression from the A++ rating awarded in FY24, and better reflects the uneven performance across sub-indicators and country contexts. Only Colombia and Ethiopia have private sector strategies in place, with strategies being cancelled in the other countries before FY25. However, there has been a positive development since the end of the FY25 reporting period, with the UK approving $4 million of funding to re-establish the Mexico private sector strategy.  Overall, however, given the challenges in private sector strategies, the Output has retained a “Moderate” risk rating from FY23.

Results under Output Indicator 3.1, “Number of people in private sector schemes adopting sustainable practices”, were significantly less than the FY25 milestone (7,954 people compared to a target of 268,484 people). It is worth noting that in FY25 the interim milestones under this output were revised upwards to account for the inclusion of the Zambia ERP. However, the result for this indicator is below target because the Zambia ER programme, which aimed to achieve 100,000 by FY25, has been delayed in reporting its results.

Despite challenges, progress around partnerships and engagement with for-profit and not-for-profit organisations again substantially exceeded expectations under Output Indictors 3.2 and 3.3. However, it should be noted that no progression has taken place in the FY25 reporting period, with almost all outputs identical (the exception being Zambia which has seen an increase in partnerships with one for-profit private sector organisation). Under this indicator, “partnerships” refers to formal relationships evidenced, for example, through legal agreements or memorandums of understanding, and “engagements” refers to publicly stated relationships that may not be formalised.

Colombia, in particular, has achieved strong results in recent years due to the success of its private sector strategy, which supports the implementation and scale-up of 41 agricultural, livestock and forestry GHG-mitigation measures in the Orinoquía region. One such innovation includes the deforestation traceability system piloted in Colombia’s cocoa sector. Developed in partnership with IFC, tech firms, and agribusinesses, the system combines Near Field Communication (NFC) tagging, geolocation, and geospatial change detection to track deforestation risks across supply chains. Despite initial challenges, the pilot has proved effective, and in FY26 will expand to new regions and commodities, particularly in East Asia, the Pacific, and REDD+ countries. The initiative aims to help smallholders meet sustainability standards, comply with regulations such as the EU Deforestation Regulation (EUDR), and access premium markets, supporting both forest conservation and rural livelihoods.

In Ethiopia, ISFL has supported the Technoserve-led “HereWeGrow” coffee rejuvenation initiative in recent years. This project promotes the practice of coffee stumping: removing old stems to stimulate regrowth, which can triple yields within three years. Supported by private investors such as Nespresso and JDE Peet’s (contributing over $10 million), the initiative has reached over 63,000 households and stumped 6.7 million trees. It is expected to scale to 360,000 households, increasing farmer incomes by $105 million annually (an 88% increase), generating an additional $112 million in exports, and avoiding an estimated 5.5 MtCO₂e.[footnoteRef:12775] [12775:  As this is supported by other investors, the results here are not fully attributable to the ISFL.] 


Describe any changes to this output, and any planned changes as a result of this review.

The end-of-programme target was increased for Output Indicator 3.1 in line with the World Bank’s target, and milestones revised accordingly. The World Bank increased their end-of-programme target to reflect the fact that the Zambia emission reductions programme will be reporting on this indicator going forward.

Progress on recommendations from the previous AR (if completed), lessons learned this year and recommendations for the year ahead

Recommendations from FY24

As highlighted above, the FY24 Annual Review recommended revisions to the following indicators (Recommendations [1] and [2]), which were actioned:
· DESNZ to revise its logframe to reflect changes made to the WB logframe in FY23 and FY24, specifically to increase the EOP target for Output Indicator 3.1 and revise interim milestones accordingly. As such, in FY25 the EOP target for this output was increased to match the WB target, with revised interim milestones set. 
· DESNZ and WB to discuss how the CSA delivered in Zambia under the additional grant funding in FY24 will be measured. As described in this section under Output 2, this will be measured under Output Indicator 1.1b, Output Indicator 3.1 and using qualitative updates. 
Recommendation [3] in the FY24 Annual Review suggested the WB and DESNZ to appraise and fund alternative grant funding options for the remaining unallocated funding in the UK SDTF. However, this was only partially achieved, explained in more detail in Section A. As such, this recommendation has been rolled forward to FY26, with the programme to appraise and fund alternative grant funding options for remaining unallocated UK SDTF funds.

In the FY24 Annual Review, Recommendation [8] recommended that the World Bank and contributors discuss how to operationalise the ISFL private sector pilots, including those in Ethiopia, to ensure the sustainability of positive results and findings generated by these pilots. This has now been achieved in FY25, with various pilot projects under the ISFL private sector strategy in Ethiopia and Colombia nearing completion. Most of the initiatives in Colombia have been finalised, and teams in both countries are focused on developing a dissemination strategy for the results of these studies and pilots.

Lessons Learned

Building on the same analysis conducted at the conclusion of the Colombia grant programme and insights from stakeholder engagement in Indonesia, FY25 has provided opportunities to reflect upon the key lessons learned on replicating and scaling models of public-private or private investment. This includes:

· Value Chain Integration in Colombia: integrating one agricultural value chain at a time supports learning, reduces complexity, and builds momentum, offering a scalable model for broader adoption.
· Demonstration Farms in Colombia: showcasing economic benefits through demonstration farms helps producers see tangible outcomes, encouraging replication and scaling.
· Benefit-Sharing Clarity in Indonesia: developing standard operating procedures and clarifying funds disbursement arrangements helps avoid bottlenecks and ensures equitable benefit-sharing—critical for scalable investment models.
· Resource Leveraging in Ethiopia: synergies with other initiatives and inclusion of adequate resources for livelihood interventions in program design are crucial for long-term sustainability and scalability. Ongoing leverage of capacities and resources from existing and future projects and initiatives ensures sustained impact and scalability.
Recommendations for FY26

From a wider perspective, DESNZ and the World Bank have also been recommended to formalise the change of Output Indicator 3.4 from a quantitative to a qualitative indicator, to better reflect country-level variation in private sector engagement. This adjustment should be documented in the ISFL logframe and communicated to contributors. To reflect this change in the current reporting period, this FY25 Annual Review used a 70:30 qualitative-to-quantitative weighting, to support a more nuanced assessment of environmental and social benefits delivered through ISFL-supported private sector engagement.
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Outside of the outputs assessed above, the ISFL made significant progress in several areas during FY25. Several of the recommendations from FY24, and the progress made against them, relate to areas outside of the core programme logframe.

Recommendation [3] from the FY24 Annual Review recommended that the World Bank and DESNZ appraise and fund alternative grant funding options for the remaining unallocated funding in the UK Single Donor Trust Fund (SDTF). This was partially achieved. Of the remaining funding, $750,000 has been allocated to legal and market support for countries engaging in third-party transactions. The ISFL allows host countries to sell excess ERs to third-party buyers or to opt out of ISFL payments if they can secure higher prices from the market. However, host countries often have limited knowledge of the evolving carbon market conditions and regulatory environment and therefore need additional support. Therefore, the support provided by this reallocated funding could allow countries to secure higher prices and generate additional revenues from their ERs. At the time of writing, of the $750,000 committed, $250,000 has been transferred to the Ethiopian government to hire an international firm to provide support to the government once Norway’s contract with the Environmental Defence Fund (EDF), who have been supported Ethiopia, ends, and prior to the operationalisation of the regional transaction support facility. Another $110,000 is committed to a contract with Climate Focus to support Zambia in a transaction of its ISFL credits, and $90,000 is committed to a contract with Arden Climate for legal services to the World Bank to develop a transaction structure for CORSIA-eligible units and prepare the necessary legal documentation. 
 
A further $150,000 from the SDTF was allocated to developing a soil organic carbon methodological approach. The Zambian ISFL programme is the first to utilise soil carbon accounting. This is important for supporting smallholder farmers in relatively marginal environments in adopting Climate Smart technologies which both result in improved resilience and in mitigation. However, at the current time there is a limited approach to measuring and accounting for soil organic carbon (SOC), which means that there is a likely shortfall in carbon accounting, and a limited scope for rolling out SOC outside of more holistic REDD+ (AFOLU) programmes. This activity will use the soil carbon accounting methodology used in Zambia for the ISFL programme to propose areas of improvement as well as areas that should be adopted more broadly. This will then be disseminated and discussed with leading global experts. Of the $150,000 committed, at the time of writing, the World Bank team has developed a set of Terms of Reference (TORs) to hire the consultant(s) that will develop the methodology. The activity is expected to start before the end of calendar year 2025 and to be concluded during 2026.

Since the end of the reporting period, the UK has allocated a further $4 million to the new Mexico private sector strategy, which aims to engage the private sector in sustainable practical value chain-related development to facilitate the transition towards low-carbon and economically viable production systems on the ground while the government creates the policy environment for sustainable landscape management. At the time of writing, there remains £2.5 million in the UK SDTF, so it has been taken forward in Recommendation [2] for this funding to be reprogrammed in FY26.

Regarding Recommendations [4] and [5] from the FY24 Review, key lessons from the ISFL Mid-Term Evaluation and related strategic reviews have been actively integrated into both ISFL and the emerging SCALE programme. Within ISFL, these lessons have informed improvements such as enhanced environmental and social safeguards, the piloting of automated MRV systems, and targeted support for transitioning grant activities to the ERPA stage, particularly in Colombia and Mexico. As such, Recommendation [4] has now been achieved and closed, and Recommendation [5] has been rolled over from FY24 to ensure actions demonstrate a clear commitment to adaptive learning across both ISFL and SCALE. 

Finally, Recommendation [7] in the FY24 Review recommended the WB and contributors discuss and plan for the future of ISFL beyond the programme. This was not achieved in FY25. The ISFL FMT has held discussions with standards managers ART and VERRA to discuss their potential interest in managing the ISFL standard. These discussions are ongoing. As such, this recommendation has been rolled forward to FY26, with ISFL to create a pathway for the future of the ISFL standard beyond the ISFL programme. This recommendation is critical to ensuring that there is an independent ISFL standard after the programme’s closure in 2031, so that countries are able to use this high-integrity integrated land use standard in the future (for example, under the SCALE programme). 

Outside of the FY24 recommendations, there has been significant progress in several other areas. ISFL has contributed towards knowledge sharing and capacity building. The ISFL has prioritised regional and South-South knowledge exchange, with the aim of sharing knowledge from the carbon fund’s past decade. ISFL has hosted events such as a coffee stumping knowledge event in September 2024, ASA products and output dissemination in Colombia in October 2024, the Regional Latin American Livestock event in April 2025, and private sector roundtables (London alongside the IFC, and an Asia roadshow (Korea Singapore Japan) jointly with MIGA) in March 2025. These exchanges have enabled countries to share practical experiences and lessons learned, as well as promote ISFL credits as high-integrity options for both voluntary and compliance markets. 

Moreover, ISFL aided the creation and dissemination of practical knowledge products, such as the “How to write an ERPA” guide, and thematic learning modules, in order to build capacity across countries. ISFL has further progressed in modernising their communications techniques, updating the website and comms materials, and coordinating videos, webinars and podcasts to maximise outreach and impact.

ISFL countries are actively exploring market options to monetise carbon credits and expand revenue streams beyond traditional ERPAs. In Indonesia, efforts are underway to assess opportunities in voluntary carbon markets and engage third-party buyers. Additionally, the Norwegian government has contracted a service provider to support the monetisation and transaction of excess ER credits in Ethiopia. Recognising that some countries lack the resources or capacity to fully engage in carbon credit monetisation, ISFL is actively working to secure external support and address these gaps, ensuring broader participation and success in emerging carbon markets (see Recommendation [9]).

ISFL has had heterogenous impacts in different country programmes. In Colombia ISFL has further helped foster strong regional engagement and political support to help coordinate efforts and build trust amongst stakeholders. Before ISFL, Colombia’s agriculture and environment sectors operated in silos, with fragmented stakeholder interests and no shared vision for sustainable land use in the Orinoquía region. Regional buy-in (especially from departmental and local authorities) enabled the formation of public-private partnerships, multi-stakeholder roundtables, and locally driven policies. Clear national-level guidance ensured alignment with regional priorities, promoting ownership and sustained collaboration across sectors. Colombia’s experience highlights the critical role of early and consistent government commitment in successfully implementing integrated landscape and ER programmes.

In Zambia, the ISFL has minimised risks from natural disasters and emergencies. ISFL’s investments in CSA proved critical during the 2024 drought, which caused nearly 50% of the national maize crop to fail and left over 70% of affected households struggling with food consumption. Beneficiaries of the ZIFL-P programme fared significantly better due to the adoption of CSA and irrigation techniques. Over its full life cycle, the programme trained 338 extension officers, 10,755 lead farmers, and 107,550 farmers, and established 478 farmer field schools. These efforts led to a 34% increase in maize yields and a 19% increase in soybean yields, with gross profit margins rising by 69% for maize and 20% for soybeans. Sustainable irrigation systems also provided clean drinking water and enabled youth to grow and sell produce. These outcomes demonstrate how targeted investments in CSA and community-led solutions can transform even the most vulnerable areas, empowering rural communities to adapt, thrive, and secure their livelihoods in the face of climate shocks.

Mexico’s ISFL programme has placed strong emphasis on empowering rural women and Indigenous communities, who play a vital role in forest conservation and climate resilience but often face exclusion from decision-making and benefits – only 27% of agrarian rights holders are women, with limited representation in leadership roles. Mexico developed a participatory National Strategy on Gender and Social Inclusion in the forest sector, supported by ISFL. The strategy integrates gender and human rights perspectives into forest governance and is built around five pillars: capacity building, equality in forest development, inclusive governance, a culture of peace, and institutional strengthening. It promotes equal participation of women, Indigenous peoples, and landless forest users, aiming to improve access to technical and financial support, public financing mechanisms, and forest-related benefits. Through its BSP, the programme seeks to enhance women’s roles in land governance and ensure more equitable access to resources and opportunities across forest value chains.

Although these workstreams are not included in the core ISFL logframe, they contribute to the positive enabling environment for the programme’s success, as well as supporting broader goals such as GHG emissions reduction, low-carbon development, biodiversity conservation, and equitable and inclusive benefits to communities.
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Overall risk rating: Moderate

Overview of risk management

The overall risk rating for the ISFL programme is Moderate, which has been maintained since FY23. In FY25, some progress was observed around the remaining grant programmes, the submission of ER monitoring reports in Ethiopia and Zambia and ERPA negotiations in Colombia and Mexico. However, there still remain a variety of risks, some of which are major. 
 
The most significant of these risks include the ongoing delays to the signing of ERPAs and what that may mean for delivery and complete monitoring of benefit-sharing before programme close. Other risks include the possible impact of the cancellation of private sector strategies in Zambia, Mexico and Indonesia on the overall impact of leading to transformational change, and exogenous risks such as macro-economic conditions and conflict. As outlined below, mitigation strategies are in place for these risks, and they will continue to be monitored throughout FY26. The World Bank sends us monthly Portfolio Reports which detail risks both at the fund level and for each of the five programmes. They also flag specific risks to us on an ad-hoc basis and, where appropriate, arrange meetings with contributors to discuss these.

Current risks

	Risk description  
	Mitigation strategy  
	Residual Risk rating 

	Macro-economic/fiscal 
Downturns in national and/or state economies reduce public spending and appetite for forest protection, or for working with international donor community. 
 
 
	Seek information with World Bank and Post and continue to monitor situation. 
 
 
	Major 
We consider this a major risk due to forest country governments’ budgets being impacted by general economic downturns. 
 
FY25: Major 
(unchanged from FY24)

	Conflict/Political  
Conflict in countries escalates or changes in political leadership causes criticism/weakening of environmental protection legislation at national/state level and reduced jurisdictional progress on avoiding deforestation (a potential example could be the Omnibus legislation in Indonesia). 
	Engage with Post and World Bank task teams in countries for identification and monitoring of conflict and political risks at national and state level to reduce likelihood of these. Encourage an adaptive approach to ERPA negotiations to support better cooperation. 
	Major
The risk rating varies between the ISFL countries. In Ethiopia, we consider there to be a Major risk related to conflict, and a Moderate risk in Colombia and Mexico, and a Minor risk in Zambia and Indonesia.  
 
Ethiopia: Political risks remain with the Tigray conflict taking place, some areas in west Oromia still having some security issues which may impact programme activities.   
Colombia: Monitoring FARC influence in Orinoquía and impacts of changing regional and local governments.  
Mexico: Internal political changes continue to cause delays, and interinstitutional governance arrangements are proving challenging. We will discuss with Post and consider wider potential influences. 
 
FY25: Major/Moderate 
(unchanged from FY24)

	Delivery failure/delays 
ERPA negotiations fail or are significantly delayed due to – contributors not reaching consensus due to differing policy positions; countries not wishing to agree to ERPA terms (e.g., pricing), political upheaval; and difficulty in reaching compromise (e.g., wariness about transferring title/forward-commitments; price). 
	Contributors to increase frequency of coordination discussions in order to help build consensus on policy positions.  
 
Contributors and World Bank to consider mechanisms to improve timeliness/effectiveness of delivery.
	Major  
A range of delays continue to stall ERPA signatures. Until all ERPAs are signed, this risk will remain Major. 

The Indonesia ERPA signing has been indefinitely paused due to a complaint made against the FCPF East Kalimantan programme around safeguards and benefit sharing. We are continuing to engage with the World Bank on this.
 
FY25: Major
(unchanged from FY24)
 

	Exchange rate risk 
GBP:USD exchange rate - UK contribution and overall financial resourcing to ISFL could reduce as a result of GBP weakening, leading to lower-than-expected results / not maximising GBP value to contribution. 
	Agreed approach with World Bank - fixed day exchange rate to determine pro-rated shares, which World Bank will sign ERPAs based on (and therefore request drawdown of UK funding). Encashments utilise day spot rates. 
 
 
	Minor
This risk has occurred already with GBP value falling since 2013. Impact has been mitigated somewhat by allowing credits not purchased due to reduced ERPAs to be purchased by third parties.  
 
We will monitor for all upcoming payments and review the ongoing situation. We will use the existing mitigation of having a fixed rate for our share of ERPAs, as this provides us and the World Bank with certainty. 
 
FY25: Minor
FY24: Moderate

	Delivery sufficiency and underspend  
BioCFT3: Emission reductions programmes do not deliver sufficient ERs or benefits to communities, resulting in underspend of ISFL funds. BioCFPlus: funds are not committed or disbursed. 
 
 
 
 
 
 
	There is an overprogramming strategy active in fund to allow for this. 
 
World Bank and contributors are considering T3 structure and ERPA phase negotiations to ensure they do not increase the risk of underspend. 
	Moderate 
Private sector strategy workstreams in Indonesia and Mexico are not being taken forward, but we have reprogrammed the majority of funding from this, and plan to reprogramme the remaining funding in FY26.  
 
For T3, whilst we are still finalising the remaining ERPAs, progress to date would suggest that we are unlikely to have underspend for the programme. The reduction in GBP value since 2013 also reduces this risk. If one of the ERPAs falls through, or a programme under-delivers we are likely to be able to purchase excess ERs from other emission reductions programmes. 
 
FY25: Moderate
(unchanged from FY24)

	Sustainability and leakage Programmes fail to create changes that are sustainable in the long term, or support for sustainable forestry and agriculture displaces unsustainable activities into other locations. Overall rates of deforestation remain high and the credibility of investments to reduce deforestation is impaired.  
	Leakage is a risk with all investments in climate change mitigation and reducing deforestation. Reducing leakage is part of a long-term mitigation strategy. 
 
ISFL programme includes integrated accounting, so should be better at managing leakage within a province, as it should be cross-sectoral. 
 
World Bank and contributors will scrutinise ERPDs to ensure robust financial plans are in place and an integrated approach to leveraging public and private finance, before final approval of programmes. 
	Moderate
Leakage has been taken into account, particularly with ERPD development. 
 
The Carbon Assets Tracking System (CATS) will mitigate the risk of double counting—when a single GHG emission reduction or removal is used more than once to demonstrate compliance with mitigation targets. 
 
FY25: Moderate/Minor 
(unchanged from FY24)

	Private Sector Investment Delays or difficulty securing private sector involvement in programme to leverage investment. 
 
 
	Comprehensive strategies for crowding in private capital were developed by countries. 
 
World Bank and contributors have worked together to ensure all contributor leads and contacts are available for ISFL.  
 
Leveraging wider private sector strategies of ISFL contributors and their partner countries. 

The World Bank provides progress updates on private sector strategies in Colombia and Ethiopia.
	Moderate  
This risk materialised in Zambia, Indonesia and Mexico.  
 
Private Sector Strategies are being implemented successfully in Colombia and Ethiopia.  

Since the end of the reporting period, we have allocated $4m of UK funding to the new Mexico private sector strategy.
 
FY25: Moderate 
(unchanged from FY24)

	Reputational  
Reputational risks can arise from other risks, such as the ones listed above. These could include reputational risk for programme and contributors if deforestation rates increase, criticism of benefit sharing or mis-purposed funds, and wider negative perceptions of REDD+ performance. 
 
	Should increases in deforestation pose a reputational risk, officials will judge the appropriate response, including drafting defensive lines and engaging with key stakeholders.  
 
Track and anticipate political uncertainties within countries. 
 
Positive comms messages around ISFL. 
	Moderate 
Strong management processes and the high-integrity nature of the programme mitigates this risk. 
 
FY25: Moderate 
(unchanged from FY24)

	Exchange rate risk 
GBP:USD exchange rate - UK contribution and overall financial resourcing to ISFL could reduce as a result of GBP weakening, leading to lower-than-expected results / not maximising GBP value to contribution. 
	Agreed approach with World Bank - fixed day exchange rate to determine pro-rated shares, which World Bank will sign ERPAs based on (and therefore request drawdown of UK funding). Encashments utilise day spot rates. 
 
 
	Minor
This risk has occurred already with GBP value falling since 2013. Impact has been mitigated somewhat by allowing credits not purchased due to reduced ERPAs to be purchased by third parties.  
 
We will monitor for all upcoming payments and review the ongoing situation. We will use the existing mitigation of having a fixed rate for our share of ERPAs, as this provides us and the World Bank with certainty. 
 
FY25: Minor
FY24: Moderate

	Fiduciary risk  
Fraud or misused funds mean that UK funds are not used for the intended purpose, resulting in fiduciary and reputation impacts or underperformance on due diligence and management of approaches limits the impact of the programme or carries risk of misuse of funds. Additionally, underperformance from the World Bank on due diligence and management of approaches limits the impact of the programme or exacerbates risk of misuse of funds. 
	Implementation through well-established multilateral development bank (MDB) trust fund structures with respected fraud checks and balances: 
 
A) The World Bank will independently verify emission reductions before providing payment for results. 
B) All payments will be registered publicly to avoid overlap.  
C) Funds channelled according to agreed Benefits-Sharing Plans. 
	Minor 
We continue to rely on well-established World Bank fiduciary safeguards, and we also provide scrutiny to World Bank financial reports and analyse incoming Call of Funds and funding disbursements.  
 
FY25: Minor 
(unchanged from FY24)


	Monitoring, Reporting and Verification  
Accounting methodology too stringent, challenging or slow, meaning that an insufficient number of pipeline countries develop full Emission reductions programmes. This is especially relevant for livestock baseline development. Outcome of this could be that ERPAs fail or are not signed.  
	World Bank and contributors have developed a pragmatic, credible approach to livestock emission baselines, which has been approved by contributors. Continued discussion on removals.  
 
ISFL is supporting forest nations to develop robust technical proposals and MRV systems. 
	Minor 
ISFL Emission Reductions Program Requirements now includes a new approach to estimate emission. 
reductions from the livestock sector. ISFL MRV support continues within country, and we continue to monitor associated challenges.  
 
FY25: Minor 
(unchanged from FY24)

	Resourcing and capacity  
Lack of capacity, capability of general structure of, and possible tensions between, the World Bank FMT and country teams, could cause significant delays. 
	Continue to monitor progress through portfolio reports and seek explanation for delays. 
 
	Minor 
Resourcing and capacity with the programme delivery partner has not been a major cause of delays.  
 
The World Bank’s ISFL team works with FCPF to streamline processes to reduce resourcing pressures.  
 
FY25: Minor 
(unchanged from FY24)
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Delivery Performance

As established in prior reviews, at ISFL’s inception, it was anticipated that there would be a two-year set up period, with ERPAs signed in 2016, and ISFL T3 programmes delivering results thereafter. This turned out to be overly optimistic, but since then we have revised the expected delivery timeline which the programme is closer to, though delays to ERPA signatures have continued. Monthly Portfolio Reports, prepared by the World Bank, continue to provide a useful indication of progress on milestones, highlighting any particular progress achieved or blockers to progress month-to-month. There is also a qualitative assessment of progress that includes delivery, operational, technical and political risks for each country, and actions being taken on these.   

On World Bank performance, the organisation is a trusted partner for financial management. ISFL reports budgets for the following financial year at each Annual Meeting, with an interim budget for approval prior to this. Actual spend against forecast is monitored and updated regularly by the World Bank and reported at each Annual Meeting.   

Value for Money (VfM)

This is assessed using Economy, Efficiency, Effectiveness, Cost-Effectiveness and Equity indicators. The assessment of these provides insight into connections between input, outcome and impact achieved through the ISFL and means to maximise impact per input invested. VfM remains in line with expectation set out in the Business Case. 

Economy

All projected supervision costs and fees for the programme remain consistent with prior reviews. These include the World Bank’s central unit fee on contributions, business development fees, window property fees, and supervision and administration costs. The total costs are projected at approximately £5.5m.[footnoteRef:10494] At 4.54% of the total £121.1m, this is figure is below the estimated 6.75% set out in the DESNZ business case. This rate remains within acceptable ranges for international trust fund management.  [10494:  This is the approximate GBP equivalent of USD $7.21m on 24 November 2025.] 


[bookmark: _Int_r4OtNiqu]As outlined in the ISFL Business Case, procurement processes follow World Bank policies, which are underpinned by principles of economy and efficiency as set out in the Bank’s Articles of Agreement. The Corporate Procurement Unit ensures best value through competitive bidding, assessing price, fitness for use, environmental efficiency, maintenance provisions, operating costs, guarantees, delivery and installation, and payment terms. International competitive bidding is standard for all contracts, with exceptions only where justified by the nature of goods or services or country context. High ethical standards and fair treatment of suppliers are maintained throughout. For IFC-managed procurement, competitive processes are mandatory for all operational contracts above $50k, supported by a new web-based procurement tool to strengthen compliance. Performance management of contracts is overseen by Fund Management Teams within the Bank, ensuring technical quality and cost-effectiveness.

Efficiency

Efficiency looks at VfM by assessing how well the programme converts inputs into outputs. Since inception, the UK Single Donor Trust Fund (SDTF) has provided £100.35m ($125.72m)[footnoteRef:14] out of £121.1m ($151.7m) committed towards BioCF Plus and BioCF T3 (including former Defra contributions). For BioCF Plus, the UK SDTF has provided $27.19m cumulative to FY25, with $38.34m pledged in total, and $11.15m outstanding. For BioCF T3, the UK SDTF has provided $98.53m (£78.65m) cumulative to FY25, with $117.69m (£93.94m) pledged in total, and $19.16m (£15.29m) outstanding. The UK makes up 43% of total donor pledges, reflecting its significant role in programme financing. Current spend aligns with projections, and the majority of previously unallocated funds have now been assigned, with the remaining balance to be allocated in line with Recommendation [2]. [14:  All exchange rate conversions have been calculated using the BOE Annual Exchange Rate £/$ for 2024 at $1 = £0.7986] 


Programme efficiency is predominantly reflected in the speed and delivery of ISFL’s Outputs related to ERPA signatures and results-based disbursements. As outlined in prior reviews, the ISFL programme depicted a two-year set up period, followed by results-based disbursements (ER purchases) beginning in 2016 and lasting for eight years. Due to continuous delays throughout the lifespan of the programme, only two ERPAs have been signed so far, for Ethiopia and Zambia in FY23 and FY24 respectively. The remaining three ERPAs are expected to be signed in FY26 but come at the cost of significant delays. These delays have resulted in opportunity costs, particularly in unrealised emissions reductions, but they reflect the complexity of implementing jurisdictional-scale interventions. Such delays are indicative of systemic inefficiencies that have undermined the credibility and momentum of the programme, with tangible consequences for climate impact and partner trust. To ensure efficiency, the next review period must focus on delivering all ERPA signatures; failure to do so may warrant further scrutiny of the programme, and a downgraded output score (Recommendation [8]).

Encouragingly, FY25 has seen sustained grant disbursements, innovative new initiatives, and progression in private sector partnerships. Examples of interventions include a $43m private investment in the cocoa sector catalysed through IFC’s upstream engagement, income-generating activities for women in Ethiopia, and global engagement and innovation by means of carbon market roundtables and South-South knowledge exchanges. Moreover, progress has been substantial in Output 2, with 143,785 land users adopting sustainable management practices (36% of which are women), surpassing expectations, and grant disbursements totalling $69.3m, exceeding milestones. For Output 3.3 and 3.4 the number of engagements and partnerships established with for-profit and not-for-profit organisations also surpassed expectation. Together, these interventions demonstrate a commitment to maximising programme outputs. 

However, Output 1.1 (total land area under sustainable landscape management plans and practices) and Output 3.1 (number of people in private sector schemes adopting sustainable practices) have fallen significantly short of expectations. For Output 1.1, this is primarily due to a regression in progress in Indonesia. For Output 3.1, the shortfall reflects the discontinuation of private sector strategies in Mexico and Indonesia, highlighting persistent challenges in private sector engagement. It is essential that the World Bank and the UK closely monitor these milestones during the next reporting period to ensure corrective action is taken where necessary, including through an adaptive management approach.

Despite some uneven progress, the ISFL aligns with its theory of change. Delays in ERPA signings remain a critical limiting factor. The groundwork laid in FY25 provides some optimism for future achievements, but it must translate into tangible delivery. The programme is already behind its own stated timeline from the last Annual Review, which projected ERPA signings by FY25. If all remaining ERPAs are not signed in FY26, ISFL will no longer be on track to deliver transformative results by 2030. This recommendation must be met; further delays would signal a failure to deliver on core programme objectives. On the condition that all remaining ERPAs are signed in FY26, ISFL would remain on track to deliver transformative results by 2030.


Effectiveness and Cost-Effectiveness

Effectiveness reflects the programme’s ability to translate outputs into meaningful outcomes, and to achieve impact proportionate to the resources invested. The programme is performing moderately well against most expectations, and it is anticipated to mostly achieve its intended outcomes over the course of its implementation. However, some indicators are falling moderately below trajectory. Of the three Outcomes currently being reported against, one sub-indicator (O.I. 1.3a) is currently falling short of its FY25 milestone. Whilst Outcome Indicator 1.1 is also falling short of its milestone, this only reflects delays in third-party verification of ERs. Given the ERPA signature delays to the programme, these gaps are not unexpected but will be closely monitored during the next review period. 

Based on the programme’s overall performance, we are reasonably confident that the abatement cost remains within acceptable VfM ranges and is estimated to be $16 per tonne of CO2e[footnoteRef:19521] (Outcome 1.1). The total co-finance ratio is further estimated to be 0.61[footnoteRef:6607], also within an acceptable range. The integration of multiple interventions, including ERs, sustainable land management, and private sector engagement, optimises resource allocation within a single jurisdictional framework, and aids in ISFL’s achievement of Outcome Indicators. Key examples include catalysing $42 million of investment in Colombia’s private cocoa sector, signing 56 Chiefdom ERPAs and one Nested ERPA in Zambia to enable early results-based payments, and disbursing $9.4 million in BioCF Plus grants to strengthen enabling environments. While initial delays incurred opportunity costs, progress in FY25 demonstrates a continued commitment to balancing expenditure with outcomes. [19521:  This figure is unattributed and unadditional.
]  [6607:  Figure divides the unattributed result by the total donor finance from all countries. ] 


Equity

Equity is a core principle of ISFL, reflected both in its design and delivery. As illustrated in prior reviews, Strategic Environmental and Social Assessments (SESAs) and Environmental and Social Management Frameworks (ESMFs) have been developed in all jurisdictions to ensure inclusive programme planning. BSPs guarantee equitable distribution of ER payments, while Feedback and Grievance Redress Mechanisms (FGRMs) provide a platform for addressing concerns and ensuring accountability. 

Gender inclusivity remains a core strength of ISFL. Women represent 36% of land users adopting sustainable practices (same as FY24), exceeding programme expectations. Women also account for 36% of people in private sector schemes adopting sustainable practices (same as FY24). Case study examples in FY25 include in Ethiopia, where 77,997 women participated in income-generating activities including in agroforestry, livestock rearing, and coffee production. In Mexico, the National Strategy on Gender and Social Inclusion advanced equitable participation of women, Indigenous Peoples, and landless forest users in governance and benefit-sharing. Complementary initiatives, including participatory workshops in Mexico and Zambia, strengthened community representation and access to technical assistance. Farmer field schools and leadership programmes in Zambia incorporated gender-sensitive grievance mechanisms and targeted training for women. These achievements underscore ISFL’s commitment to equity and inclusive benefits across its interventions.

Summary of Overall VfM

The economic rationale for delivering the ISFL in partnership with the World Bank remains sound, and no major changes to programme design or cost structure have undermined VfM. However, the persistent delays since the initial business case have likely incurred significant opportunity costs. While incremental progress across outputs is encouraging, confidence in the programme’s ability to meet its objectives hinges on the timely signing of the remaining ERPAs. These were previously expected in FY25, yet have now slipped to FY26, raising serious questions about delivery credibility. If we are confident that all ERPAs will be signed in FY26, this is acceptable. However, if there is any doubt, this should trigger escalation. Scoring this section an ‘A’ risks glossing over repeated delays and weakens accountability. The next review period must prioritise ERPA signatures and the commencement of results-based disbursements, which are critical not only for meeting Output Indicators but also for accelerating GHG emissions reductions and finance mobilisation. The programme must also closely monitor milestones under Outputs 1.1 and 3.1 and take corrective action through a genuinely adaptive management approach.


	Paris alignment pillar
	Description of activity

	How have you taken a proportional approach to climate and environment risk assurance?
	Yes. Climate and Environmental Risk Screening has been conducted. The Climate Risk Screening was moderate and the Environmental Risk Screening was low. Risks will be monitored through the normal ICF risk management processes.

	How have you taken a proportional approach to using shadow carbon pricing?
	Emission reductions resulting from these programme activities will be captured by the emission reductions programmes. The carbon price set through these are subject to negotiation but the UK Government will approve the carbon price set.

	Does the programme adhere to HMG’s fossil fuel policy?
	Yes. The programme does not include elements relating to fossil fuel support and therefore does not go against the fossil fuel policy.

	Are you ensuring the programme does not undermine impacted countries climate plans?
	Yes. The ISFL programmes are integrated within country climate plans.




	Date of last narrative financial report
	June 2025

	Date of last audited annual statement
	June 2025
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