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	[bookmark: _Toc219130976]Section A: Summary and overview



	Title: Forest Carbon Partnership Facility Carbon Fund

	Programme Value £ (full life): £141.5m UK investment (£130m ICF and £11.5m ETF)
	Review date: 1 July 2024 – 30 June 2025

	Programme Code: GB-GOV-13-ICF-0017-FCPF 
	Programme start date: 2011
	Programme end date: 2028



	Year
	11/12
	12/13
	13/14
	14/15
	15/16
	16/17
	17/18
	18/19

	Overall Output Score
	A 
	A 
	A 
	A 
	A 
	A 
	B 
	A 

	Risk Rating 
	Low 
	Low 
	Medium 
	Medium 
	Moderate
	Moderate 
	Moderate 
	Major 



	Year
	20/21
	21/22
	22/23
	23/24
	24/25

	Overall Output Score
	A
	A
	A
	A
	A

	Risk Rating 
	Moderate 
	Moderate 
	Moderate 
	Moderate
	Moderate




	Link to Business Case: 
	FCPF Business Case 
 
FCPF Extension Business Case 

	Link to Logframe: 
	FCPF Logframe 2024-25

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



[bookmark: _Toc219130977]Description of programme

The Forest Carbon Partnership Facility (FCPF) was established in 2008 to assist developing countries in their efforts to reduce emissions from deforestation and forest degradation and foster conservation, sustainable management of forests and enhancement of forest carbon stocks (all activities commonly referred to as “REDD+”) by providing value to standing forests. The FCPF is a multi-donor trust fund managed by the World Bank. It has two separate but complementary funding mechanisms – the Readiness Fund (now closed) and the Carbon Fund.[footnoteRef:2] [2:  From 2015, FCPF ICF Annual Reviews focus on the Carbon Fund. Previous reviews 2012-2014 were assessed on the basis of slightly different criteria (including progress of the Readiness Fund). Therefore, direct comparisons to earlier reviews are not possible. The decision to not review the Readiness Fund was taken given that UK investment in the Readiness Fund has been utilised and is no longer producing significant measurable or attributable results, and to efficiently manage the Forest Team portfolio.] 


The FCPF Carbon Fund, which is the focus of this review, has been operational since 2011. The Carbon Fund[footnoteRef:3] is a pilot payment-for-results mechanism, designed to incentivise actions to reduce deforestation through payments for verified emission reductions (ERs) generated by jurisdictional REDD+ programmes. [3:  From hereon in, FCPF and Carbon Fund will be used interchangeably to discuss the FCPF Carbon Fund. The only time where this will not happen is when discussion focuses on the Readiness Fund – and this will be noted within the text.] 


Eighteen countries were initially selected into the Carbon Fund portfolio based on their ER programmes. Since this initial selection, three countries have left the Carbon Fund and now fifteen countries have succeeded in signing Emission Reduction Payment Agreements (ERPAs).[footnoteRef:4] An ERPA is an agreement signed between country participants and the World Bank (acting as trustee of the FCPF Carbon Fund) for the sale, transfer of and payment for ERs generated under the ER programme. [4:  Chile, Costa Rica, Cote d’Ivoire, Democratic Republic of Congo, Dominican Republic, Fiji, Ghana, Guatemala, Indonesia, Lao PDR, Madagascar, Mozambique, Mexico, Nepal, Nicaragua, Peru, Republic of Congo, and Vietnam. Mexico, Peru and Nicaragua have since left the Carbon Fund.] 


To date, the UK has invested £141.5m in the Carbon Fund (£11.5m Environmental Technology Fund investment in 2011; £45m International Climate Finance (ICF) investment in 2014; and £85m ICF investment in 2015).

The Carbon Fund at the end of June 2025 had a fund balance of $662.8 million and a cash balance of $659.4 million. The outstanding balances on Promissory Notes account for the $3.3 million difference. Cumulative donor contributions received through the end of the reporting period 2024/5 (RP25), which refers to 1 July 2024 to 30 June 2025, amounted to $874.5 million, while total disbursements over the same period totalled $320 million, made up of cash disbursements, administration fees and ER payments. Investment income generated from the contributions held in the Carbon Fund was channelled to the Readiness Fund up until reporting period 2021/22, but with the closure of the Readiness Fund, any interest generated form the Carbon Fund contributions began being channelled to the Carbon Fund in reporting period 2022/23. The cumulative total investment income deposited into the Carbon Fund (through the end of RP25) is $108.3 million.

There are 11 donors to the FCPF Carbon Fund and 15 forest country participants, with observers from Indigenous Groups, civil society organisations, international organisations, women’s groups and the private sector. The UK is the third largest financial contributor to the Carbon Fund with a c. 21% burden share of the total expected ER payments.

[bookmark: _Toc219130978]Summary of progress and supporting narrative for the overall score 

In RP25 the FCPF programme scored an A; this score has been maintained since reporting period 2018/19. Overall, the programme met expectations. However, there has been mixed success across outputs. The programme has scored positively across outputs related to the percentage of ERs purchased so far, the testing of approaches to sustaining livelihoods and conserving biodiversity and the delivery and perception of learning activities. On the other hand, progress was slower than expected in terms of the submission and verification of ER monitoring reports and the implementation of benefit-sharing plans.

Although not included in the overall score, it should be noted that there has been positive progress across the outcomes, particularly in terms of the net change in greenhouse gas emissions and the volume of finance mobilised by the programme, both of which exceeded their targets for the past year.

There have been several notable successes over the past year:
· In RP25, the FCPF paid $70.9 million to five countries: Chile, Costa Rica, Côte d’Ivoire, the Democratic Republic of Congo (DRC) and Lao PDR. This has brought up the total FCPF ER payments to $235.45 million, up from $164.5 million in RP24. These payments deliver on the commitments made in the fifteen FCPF ERPAs.
· By the end of RP25, Carbon Fund programmes had reported a total of 123.7 million tonnes of ERs. Contract ER payments to the forest country participants are projected to reach up to $721 million for 144 million tonnes of ERs.
· The World Bank’s ER transaction registry, the Carbon Assets Tracking System (CATS), continues to provide a secure, transparent, and user-friendly global resource that participant countries can use to minimise risk in ER payment operations. After four years in operation, CATS remains the largest transaction platform for jurisdictional REDD+, with a transacted volume of 81.6 million ERs.
· Costa Rica became the first country to sell FCPF credits on the voluntary carbon market after selling 100,000 excess emission reductions to a member of the Lowering Emissions by Accelerating Forest Finance (LEAF) Coalition.
· The World Bank hosted successful 29th and 30th Carbon Fund meetings (CF29 and CF30). CF29 took place in Abidjan and was followed by a field trip to the programme area to engage with beneficiaries. CF30 was held alongside a “Knowledge Day”, which facilitated the sharing of experience and lessons learned between the FCPF and other World Bank programmes such as the BioCarbon Fund Initiative for Sustainable Forest Landscapes (ISFL) and Scaling Climate Action by Lowering Emissions (SCALE).
[bookmark: _Toc219130979]Progress against recommendations from the last review

	Recommendation
	Progress

	Recommendation 1:  
FCPF Standalone Standard: The World Bank to find a route for the creation of a standalone FCPF standard. 
	Not achieved

At the point of writing there are no plans to progress a standalone FCPF standard. The UK is disappointed that this recommendation was not achieved. We feel that this is a missed opportunity for FCPF countries who may wish to continue to use the FCPF standard after the programme’s closure and hope that it does not compromise the long-term value of the remaining FCPF credits.

Although a standalone FCPF standard has not been secured, we are pleased that there will be a pathway for FCPF countries to transition to the TREES standard. Since the end of the reporting period, ART shared a draft of TREES 3.0, which set out a pathway for FCPF countries to transition to TREES. At the time of writing (November 2025), the World Bank, DESNZ and the ART Secretariat are discussing this transition pathway.

Furthermore, in this reporting CFPs approved the allocation of up to $4 million to support Carbon Fund countries in successfully transitioning them to a new framework of crediting standard and financial mechanism. At the time of writing, Chile and Cote d’Ivoire have requested funding from this window. We expect further requests to be made in 2026.

	Recommendation 2:  
[Rolled over] Leveraging Finance: Continue to monitor progress and efforts to leverage finance, e.g. linking CATS to ART and VERRA, and on call options. Secure ERPA flexibility to allow more countries access to markets, especially following on from the FCPF Carbon Fund 29 in January 2025. 

	Achieved

In this reporting period, several decisions have been approved to secure ERPA flexibility for FCPF countries.  

FMT proposed to contributors enhanced ERPA flexibility to provide forest countries with additional pathways to release and monetise separately in carbon markets a portion of their contract ER volumes. At CF29, contributors agreed that ERPA flexibility should be treated on a case-by-case basis, whereby countries individually request ERPA flexibility, commit to sharing revenue from third-party transactions according to their BSP, and ensure demand-side integrity. In April 2025, FMT presented a proposal on how to streamline and expedite the approval process for ERPA flexibility requests to reduce transaction costs. For example, the proposal sets out conditions in which FMT would not be required to seek CFPs’ approval of the ERPA flexibility request. This proposal was approved by contributors. 
 
In line with this agreed process, Costa Rica submitted a formal request for ERPA flexibility. Specifically, Costa Rica: 
· Requested to retain 4,603,292 ERs of the remaining 5,103,292 Contract ERs for the purpose of monetization in the carbon market, while delivering 500,000 ERs to the FCPF as Contract ERs under the FCPF ERPAs. 
· Committed to using the LEAF Coalition demand-side integrity requirements. 
 
This was approved by contributors in June 2025. 

	Recommendation 3:  
Logframe changes:  
a) The World Bank to set milestones and target for Output Indicator 2.2 (WB Outcome Indicator 2D) by the end of Reporting Period (RP) 2024-25. This will include an assessment on whether effectiveness should include both monetary and non-monetary milestones under Output 2.2.  
b) The UK to revise the UK’s logframe to reflect the programme extension until December 2028. 
	Partially achieved

a) Although outside of the RP, in September 2025 the World Bank revised outcome indicator 2D (which corresponds to DESNZ output indicator 2.2). It was previously “% of monetary benefits from CF programmes shared with beneficiaries” and is now “% of carbon benefits paid from CF programmes shared with beneficiaries”, meaning that both monetary and non-monetary benefits are measured. This change is described in more detail in the Output 2 scoring section. Interim milestones have not been set; this has been taken forward in Recommendation 1h.
b) Milestones have been extended to 2028 across the DESNZ logframe.

	Recommendation 4: 
The World Bank to decide on a process by which to continue to monitor the implementation of the benefit-sharing plans post the closure of the Carbon Fund. 
	Achieved

The Bank has set out various options for the monitoring of benefit-sharing plans (BSPs), depending on country circumstances and the decision of the World Bank regional team. Options include:
1. ERPA extension to enable BSP implementation. The rationale for extension in many ER programmes is linked to the monitoring of BSPs implementation.
2. Post-ERPA action plan. If BSP implementation has been slow and it can be justified that the BSP has not been implemented in accordance to its terms, the World Bank acting as trustee could declare an Event of Default which would trigger the development of an action plan. Its enforcement will survive beyond the termination date to allow the World Bank to monitor BSP implementation.
3. Monitoring responsibility to be transferred to another project. The country and task team may agree that the monitoring responsibility would be transferred to another project after the termination of the ERPA.
4. Agreement for post-ERPA monitoring. If the BSP implementation is already advanced, both parties may agree to close the ERPA, with the project entity submitting a commitment letter to the World Bank to confirm they will continue implementing and monitoring the BSP. This is the case with Vietnam, where the country has advanced significantly with BSP implementation and has agreed to provide the necessary reports.

	Recommendation 5:  
Evaluation: World Bank and Contributors to continue to ensure outcomes from the FY23 Evaluation are effectively embedded into the FCPF Programme's operations, particularly in the acceleration of milestone achievement and the delivery of benefits to beneficiaries and partners, and that lessons are shared and transferred to other initiatives, such as SCALE, over the next Fiscal Year. 
	Achieved

The World Bank has taken several actions to embed outcomes from the FY23 Evaluation into current and future programming. This includes outcomes related to:
· Addressing the financing gap;
· Strengthening the engagement of participating countries and non-state actors;
· Responding to the needs of HFLD countries;
· Applying Theory of Change tools, particularly concerning country-level programming;
· Effective capacity development;
· Gender mainstreaming;
· Strengthening private sector engagement;
· Benefit sharing;
· Supporting non-carbon benefits.
For further detail, see “Section D: Programme performance not captured by outputs”.

	Recommendation 6:  
Programme Management: UK DESNZ to work with the World Bank to ensure that the Annual Review is completed within the 3 months of the reporting period coming to an end to ensure that recommendations made are timely and useful. 
	Not achieved

 The agreement between the World Bank and contributors is for the FCPF Annual Report to be published by 31st October each year. We are discussing with the World Bank if the draft results framework can be shared with the UK earlier than this. This has been taken forward in Recommendation 3.

	Recommendation 7:  
Measure participant countries where FCPF has influenced REDD+ country participants’ national approaches to sustainable forest resource management, to review effectiveness of how the FCPF has influenced national approaches, specific governance questions, and a comparison of countries with broader and limited representation of FCPF influence. 
	Not achieved

Programme-wide evaluations will only provide qualitative evidence against this indicator. Therefore, we recommend revising this indicator so that it is in line with the World Bank indicator: “Extent to which the FCPF has influenced REDD+ Country Participants' national approaches to sustainable forest resource management (including among women, women's groups, IPs, CSOs, local communities)” (Recommendation 1b). This will allow us to report on the qualitative evidence gathered in programme-wide evaluations.



[bookmark: _Toc219130980]Major lessons and recommendations for the year ahead

A key lesson from RP25 relates to delays to validation and verification processes. All FCPF programmes are subject to validation and verification by an independent accredited third party, known as a validation and verification body (VVB). The objective of this process is to ensure the ER monitoring reports are accurate, thus allowing ER payments to be made to countries. Often, these processes take significantly longer than expected and can be complex in nature. The relatively small number, and inexperience of the VVBs is also a factor that exacerbates delays. This can put an additional burden on the teams implementing ER programmes and can mean that there is a long period between countries submitting their ER monitoring reports and receiving payments. These delays therefore have a knock-on effect on key progress indicators, such as the distribution of FCPF payments and the implementation of benefit-sharing plans.

Another lesson from the last year has been the importance of marketing FCPF credits to third-party buyers. As referenced in Section A, in RP25 Costa Rica became the first FCPF country to sell its credits to a buyer outside of the FCPF. This conclusively demonstrates that there is a market for FCPF credits to third-party buyers – indeed other agreements to transact have occurred since the end of this annual review reporting period. As this provides the opportunity for countries to monetise their ERs at a higher price than the FCPF price, the World Bank and contributors should continue to support countries in their efforts to market their credits and make it as easy as possible for them to do so. The World Bank should continue to make efforts to familiarise potential buyers with FCPF credits and their merits. 

Related to this is the importance of the FCPF receiving full approval for eligibility under the Carbon Offsetting and Reduction Scheme for International Aviation (CORSIA) compliance phase 1. It was expected that a final decision by the International Civil Aviation Organization (ICAO) would be made in 2025. However, whilst other REDD+ standards were approved, ICAO has delayed the decision on FCPF until March 2026. It is disappointing that CORSIA approval has not yet been secured, as doing so would increase demand for FCPF credits, unlock higher prices and potentially leverage significant additional finance for forest countries. Recommendation 5 calls upon the World Bank and contributors to create and discuss an action plan to ensure CORSIA approval is secured in RP26.


	Recommendation
	Deadline

	Recommendation 1: DESNZ and World Bank to update their logframes:
a) DESNZ to review impact and outcome indicators to ensure they reflect the impact statement and wider outcomes.
b) DESNZ to consider bringing the wording of outcome indicators 1.1, 1.2 and 1.4 in line with the corresponding World Bank indicators to ensure that indicators and reported results are aligned.
c) DESNZ to update output indicator 1.1, “a) Amount of disbursements for ER payments and b) actual ERs purchased by CF as % of originally committed ERs”, to “Volume of ERs monetised, disaggregated by payer types (e.g. CFPs, sovereign countries, non-profit, private sector)."
d) DESNZ and World Bank to discuss how to measure third-party purchases of ERs under output indicator 1.1.
e) DESNZ and World Bank to discuss updating the milestones for output indicator 1.2, “Efficient implementation of ER programmes”, due to the fact that some countries are merging reporting periods.
f) DESNZ and World Bank to review the evidence source for output indicator 1.2 so that monitoring reports that have been validated and verified, but not necessarily published, can be included in the result.
g) DESNZ to revise the methodology for output indicators 2.1 and 3.1 so that they can be reported on annually.
h) DESNZ to calculate interim milestones for output indicator 2.2, “Percentage of carbon benefits paid from CF programmes shared with beneficiaries (disaggregated by gender, CSOs, IPs, LCs).
i) World Bank to consider revising output indicator 4.3b, “Number of non-FCPF programmes and countries that have adopted elements of the FCPF Methodological Framework within their own REDD+ processes”, as evaluations so far have only provided qualitative evidence.
	28 February 2026

	Recommendation 2: World Bank to develop and implement an action plan for post-ERPA monitoring of all benefit-sharing plans.
	30 June 2026

	Recommendation 3: World Bank and contributors to discuss the World Bank sharing the draft results framework with the UK in advance of the Annual Report deadline for UK reporting purposes.
	30 June 2026

	Recommendation 4: World Bank to hold a dedicated session with contributors to discuss key topics such as delays to validation and verification processes, challenges with the implementation of benefit-sharing plans and the potential uses of uncommitted funds.
	30 June 2026

	Recommendation 5: World Bank and contributors to implement an action plan to ensure full CORSIA phase 1 eligibility is secured.
	31 March 2025

	Recommendation 6: World Bank to continue work to engage potential third-party buyers of FCPF credits.
	30 June 2026

	Recommendation 7: World Bank to provide information on expected total ER payments and underspend at end of programme. UK to consider how to manage anticipated unspent funds.
	30 June 2026
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[bookmark: _Toc219130982]Summary of the programme’s theory of change, including any changes to outcome and impact indicators from the original business case 

The FCPF Carbon Fund’s intended overarching impact is to contribute to a transformational reduction in global deforestation rates and sustained or enhanced biodiversity and livelihoods for forest dependent individuals and communities.

The intended outcomes relate to:
· Large-scale, results-based payments and ER mechanisms being effectively demonstrated;
· The FCPF Carbon Fund incentivising the development and delivery of REDD+ ER programmes;
· Participant countries strengthening delivery of programming aimed at sustaining or enhancing livelihoods of local communities and conserving biodiversity; and
· Enhanced learning from FCPF on the global implementation of REDD+.

Outputs relate to:
· Planning and progressing high-quality ER programmes;
· The successful implementation of ways to sustain and enhance livelihoods;
· Enhanced capacity and conservation of biodiversity; and
· The knowledge gained and applied in the development of the FCPF and implementation of these ER programmes.

In this reporting period, no changes were made to the FCPF’s outcome and impact indicators.

[bookmark: _Toc219130983]Progress against the expected outcomes and impact, and actions planned for the year ahead

The Carbon Fund’s impact is tracked through the indicator, “Extent to which FCPF is likely to lead to transformational change”, which corresponds to the UK International Climate Finance (ICF) KPI 15. This indicator is measured based on the assumption that the FCPF will have a greater impact if it can be “transformational” by, for example, incentivising others to act on climate change or fostering local political will and ownership. As this indicator is measured as part of the ICF Results Collection process, which takes place in April each year, the most recent result available is for RP24, where the FCPF scored a 4 (with 5 being the highest score). This means that there is partial evidence that suggests transformational change is likely. This shows positive progress towards the EOP target of 5.

It is also tracked through the indicators, “Forest area conserved or restored” and “net change in GHG emissions”. As both of these indicators would be more appropriate as outcomes, it has been recommended that the impact and outcome indictors are revised in advance of the next Annual Review (Recommendation 1a).

The Carbon Fund’s ultimate success will be measured in terms of its stepwise progress against its intended outcome statement: “The FCPF Carbon Fund has strengthened governance, built institutional capacity and mobilised investment for sustainable forest management in participant countries, to equitably support Reduced Emissions from Deforestation and forest Degradation (REDD+), and has contributed to the creation of global standards for REDD+”.

Overall, the FCPF is performing well against its outcomes. Considerations on the progress of individual outcome-level indicators are provided below.

Outcome indicator 1.1: Number of participant countries where learning, evidence and knowledge products generated through the FCPF has influenced other REDD+ programmes and practice.

The third programme evaluation of the FCPF, published in June 2024, provided qualitative, but not quantitative, evidence against this outcome. It is therefore recommended that this outcome is revised to be a qualitative indicator before the next Annual Review (Recommendation 1b).

Evidence from the evaluation of the FCPF suggests that knowledge and communication products generated by the FCPF have communicated lessons, experiences, tools and methods to a wide global audience and present a public good of clear added value. Communication and knowledge products, together with social network pages, podcasts and the FCPF website, have targeted a wide and rapidly increasing worldwide audience. The use of FCPF guidance documents and learning materials by other REDD+ projects has been reported to be significant. 

Indeed, one of the key findings of the evaluation was that “Country stakeholders have made extensive use of FCPF knowledge, communications and learning products on REDD+ and ERPAs and find their applicability in line with their information requirements. The FCPF has been very effective in opening up a space for dialogue on REDD+ as well as producing and disseminating knowledge and learning products that are extensively used by country stakeholders”. It is clear, therefore, that the learning and knowledge produced by the FCPF has had a strong influence on stakeholders in the REDD+ community.

Another key finding from the evaluation is that “FCPF knowledge, communication and learning products on REDD+ and ERPAs are widely recognised as adding value to the global REDD+ community of practice. There is growing evidence that it has influenced the implementation of other non-FCPF supported REDD+ initiatives”. These findings suggest that the FCPF has had a transformational impact by influencing REDD+ practice outside of the programme itself.

It should be noted that this evaluation covered FCPF operations up to 15 August 2023, whereas the period under review here is July 2024 to June 2025. It is important that the end-of-programme evaluation in 2028 explores this area.

Outcome indicator 1.2: Number of participant countries where the FCPF has influenced REDD+ Country Participants’ national approaches to sustainable forest resource management (including among women, women’s groups, IPs, CSOs and local communities).

As is the case with the previous indicator, the FCPF evaluations have only provided qualitative evidence here. It is therefore recommended that this outcome is revised to be a qualitative indicator before the next Annual Review (Recommendation 1b).

The third FCPF evaluation found that in all countries where the FCPF has provided support, legal reforms have been introduced to enable and advance REDD+. These reforms have been “in support of the establishment of a legal and institutional framework for REDD+, strengthening forest management and combatting illegal deforestation and reforms to establish a regulatory framework for carbon finance”. The evaluation found evidence that the FCPF contributed to many of these policies and has been instrumental in establishing models, approaches, tools and processes with which to make this national level transition.

The evaluation also found that there is initial evidence of behaviour change with regard to the improved management of forests. This is being manifested in different ways in different countries but includes strengthened protection and conservation of high-biodiversity forests and sustainable forest management practices by businesses, communities and households.

As with the previous outcome, this outcome should be explored in the next programme evaluation. It would be beneficial for the next evaluation to include disaggregated evidence to see the influence of the FCPF on approaches to sustainable forest resource management among women, women’s groups, IPs, CSOs and local communities.

Outcome indicator 1.3: Net change in greenhouse gas (GHG) emissions (tCO2e) - tonnes of GHG emissions reduced or avoided from CF programmes.

This outcome is central to the overall objective of the FCPF, as it tracks the extent to which the programme has reduced emissions from deforestation and degradation. Up to the end of RP25, Carbon Fund programmes reduced or avoided 123.7 million tonnes of emissions, which moderately exceeded the target of 121.63 million. Moreover, it represents an increase from the previous year’s result of 105.5 million ERs. The RP25 result includes ERs generated beyond those contracted in ERPAs and provides positive quantitative evidence of progress towards the end-of-programme target of 170 million ERs.

Outcome indicator 1.4: Volume of finance mobilised for climate change purposes as a result of ICF funding (disaggregated by non-ODA public finance and private finance)

By the end of RP25, the FCPF had mobilised a total of $859 million to support delivery of ER programmes, of which 96% was public, 4% private, 41% ER programmes, 30% grants, 6% loans and 0.[footnoteRef:5]% equity.￼ This greatly exceeds both the RP25 milestone of $592.25 million and the end-of-programme target of $680 million. [5:  In RP25, results for RP23 and RP24 were revised from $571m and $918m to $385m and $563m respectively due to an error found in the calculations.] 


Looking forward, we can expect the proportion of private finance mobilised to increase as more FCPF countries sell excess ERs to third-party buyers. In RP25, Costa Rica sold 100,000 excess ERs to a LEAF Coalition member. Several other countries are considering marketing their FCPF credits in order to leverage additional finance.

[bookmark: _Toc219130984]Logframe updates since the last review 

Several changes were made to the logframe in RP25:
· All indicators were extended to 2028 to reflect the programme extension. End-of-programme and interim milestones were updated accordingly.  
· Output indicator 1.2, “Number of participant countries that have fulfilled conditions of effectiveness and are monitoring ERs”, was closed as all countries achieved this in RP23.
· Output indicator 2.2, “Percentage of monetary benefits from CF programmes shared with beneficiaries”, was revised in line with the World Bank’s revision. It is now: “% of carbon benefits paid from CF programmes shared with beneficiaries (disaggregated by gender, CSOs, IPs, Local Communities”. This change was made to ensure both monetary and non-monetary benefits were captured. The EOP target has been updated in line with the World Bank target. As this is a new indicator, there are no previous achieved results to be used as a baseline to calculate interim milestones. Therefore, Recommendation 1h recommends that in RP26, interim milestones are calculated using the RP25 achieved result and the EOP target.
· For output indicator 2.4, “Number of Carbon Fund programmes that test ways to sustain and enhance livelihoods”, from RP25 DESNZ will report only on the 15 countries currently in the pipeline. Previously, we reported on all 18 countries originally in the FCPF Carbon Fund pipeline. The DESNZ EOP target was revised accordingly.
· For output indicator 2.5, “Number of Carbon Fund programmes that test ways to conserve biodiversity”, from RP25 DESNZ will report only on the 15 countries currently in the pipeline. Previously, we reported on all 18 countries originally in the FCPF Carbon Fund pipeline. The DESNZ EOP target was revised accordingly.
· For output indicator 3.2, “Number of (a) FCPF-supported South-South learning activities and/or events connecting FCPF countries and (b) participants in such activities”, the World Bank revised the EOP target as it had already been achieved. The DESNZ EOP target and interim milestones were updated accordingly.



	
Section C: Output scoring



[bookmark: _Toc219130985]Output 1: Emission Reductions Programmes planned and implemented/progressing through the Carbon Fund process.

	Output Title 
	Emission Reductions Programmes planned and implemented/progressing through the Carbon Fund process.

	Output number: 
	1
	Output Score: 
	B

	Impact weighting (%):  
	40
	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

a) Amount of disbursements for ER payments ($, cumulative)

b) Actual ERs purchased by CF as of originally committed ERs (as per ERPA) - percentage progress
	a) $271.3m
b) 22%
	a) $235.45m Moderately did not meet expectation
b) 30% Moderately exceeded expectation

Overall: Met expectation

	1.2 Efficient implementation of ER programmes

a) Number of monitoring reports submitted (cumulative)

b) Number of monitoring reports successfully verified/validated (cumulative)
	a) 31
b) 27
	a) 22 (15 first MRs, 6 second MRs, 1 third MR) Moderately did not meet expectation
b) 15 Significantly did not meet expectation



Output summary and supporting narrative for the score 

Output 1 assesses the planning and implementation of emission reductions programmes. For RP25, output 1 has scored a B, meaning that, overall, results have moderately not met expectations.

Under output indicator 1.1, the volume of disbursements for ER payments fell slightly below expectations, with an achieved result of $235.45 million compared to a milestone of $271.3 million. Although the target was not met, progress has been made over the past year. Notably, in RP25 the Carbon Fund disbursed five additional payments for ERs: Chile ($5.1 million); DRC ($19.5 million); Costa Rica ($17.6 million); Côte d’Ivoire ($14.7 million); and Lao PDR ($13 million). It is positive that the volume of disbursements continues to grow steadily, however significant progress will need to be made over the next three years to meet the end-of-programme target of $782.7 million.

With regards to the volume of ERs, the Carbon Fund has purchased 30% of originally committed ERs, which exceeds the RP25 target of 22%. This represents positive progress in the implementation of emission reductions programmes. There is variation across the programme, with some countries reporting significant progress. Côte d'Ivoire and Vietnam, for example, have received payments for their total contract volume of 10 million ERs and 10.3 million ERs respectively. On the other hand, other countries are not generating as many ERs as initially expected. For example, Mozambique reported a negative performance in its third monitoring period, which, pending verification, could result in the reversal of the 1,769,807 FCPF ERs issued in the previous reporting period.[footnoteRef:6] The Mozambique ERPA was then amended to account for this reduction in ERs. Similarly, although outside of the reporting period, in October 2025 the World Bank requested contributors’ approval to adjust the Dominican Republic’s ERPA contract volume downwards. This reflects both the current availability of more robust and accurate data, as well as the fact that initial assumptions did not fully account for the time required to establish robust institutional frameworks, mobilise finance and build technical capacity across sectors. [6:  The FCPF has a reversal management mechanism, which consists of a buffer made up of excess emission reductions produced across the 15 FCPF programmes. As the buffer (22 million ERs) currently greatly exceeds Mozambique’s potential reversals (~1.7 million ERs), these reversals have not impacted the integrity of the FCPF programme more widely.] 


Countries are able to monetise their excess ERs by marketing them to third-party buyers. It should be noted, however, that output indicator 1.1 does not currently account for ERs purchased by third parties. In RP25, Costa Rica became the first FCPF country to transact on the voluntary carbon market after selling 100,000 ERs to a private buyer. We expect other countries to follow in the coming years, as this allows countries to monetise their excess ERs, often at a higher price than the FCPF $5/tonne. As this is becoming an increasingly important component of the FCPF, Recommendation 1d calls for DESNZ and the World Bank to discuss how to measure third-party purchases of ERs under this output.

Output indicator 1.2 provides evidence on the performance of emission reduction programmes by measuring the number of monitoring reports submitted and validated. In RP25, an additional three monitoring reports were submitted and an additional eight successfully validated, which demonstrates progress. However, results from RP25 are still below the target, with 22 monitoring reports submitted and 15 validated against milestones of 31 and 27 respectively. Third-party validation and verification, which is conducted by validation and verification bodies (VVBs), remains a challenge, because of both the limited availability of these entities and process delays. It is important that the World Bank and contributors consider what actions can be taken to reduce these delays going forward. Therefore, Recommendation 4 calls for the World Bank to hold a dedicated session with contributors to discuss key topics, including delays to validation and verification processes. 

As shown in the table below, there is variation across countries.

	
	Monitoring reports submitted
	Monitoring reports validated and verified

	Chile
	2
	2

	Costa Rica
	2
	2

	Côte d'Ivoire
	2
	2

	DRC
	1
	1

	Dominican Republic
	1
	1

	Fiji
	1
	0

	Ghana
	2
	2

	Guatemala
	1
	0

	Indonesia
	1
	0

	Lao PDR
	1
	1

	Madagascar
	2
	1

	Mozambique
	3
	2

	Nepal
	1
	0

	Republic of Congo
	1
	0

	Vietnam
	1
	1



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

As detailed in Section B, all open indicators under output 1 were extended to 2028 due to the programme extension, and interim milestones were set for each.

The previous output indicator 1.2, “Number of Participant countries that have fulfilled conditions of effectiveness and are monitoring ERs”, was closed as all countries have now fulfilled conditions of effectiveness and are monitoring ERs.

For RP26, it has been recommended in Recommendation 1c that output indicator 1.1 is revised as follows:
· 1.1a, “Amount of disbursements for ER payments”, should be removed, as it measures the same result as 1.1b, but in terms of payment rather than ER volume.
· Changing 1.1b, “Actual ERs purchased by CF as a % of originally committed ERs”, to “Volume of ERs monetised, disaggregated by payer types (e.g. CFPs, sovereign countries, non-profit, private sector)", to provide a more holistic result on the purchase of ERs.
Furthermore, Recommendation 1d recommends that DESNZ and the World Bank discuss how to measure third-party purchases of ERs under output indicator 1.1. This is because this indicator currently only includes ER purchases made by FCPF contributors. As more countries follow in the example of Costa Rica and sell their excess ERs to third-party buyers, it will be important to ensure that this progress is tracked.

It is also recommended (Recommendation 1e) that DESNZ and the World Bank discuss updating the milestones and EOP target for output indicator 1.2, which measures the number of monitoring reports submitted and verified, due to the fact that some countries are merging reporting periods.

Finally, Recommendation 1f recommends that DESNZ and the World Bank review the evidence source for output 1.2. Currently, this is the World Bank quarterly portfolio reports, which provide the number of monitoring reports concluded and published by 30 June. From RP26 onwards, the World Bank could provide DESNZ with the number of MRs validated and verified by 30 June, but not necessarily with reports concluded and published.

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

Of the recommendations from the previous Annual Review, the one relevant to this output recommended that DESNZ revise its logframe to reflect the programme extension until December 2028. As detailed in the previous section, this was actioned.

Recommendations for the year ahead

Recommendation 1: DESNZ and World Bank to update their logframes:
c) DESNZ to update output indicator 1.1, “a) Amount of disbursements for ER payments and b) actual ERs purchased by CF as % of originally committed ERs”, to “Volume of ERs monetised, disaggregated by payer types (e.g. CFPs, sovereign countries, non-profit, private sector)."
d) DESNZ and World Bank to discuss how to measure third-party purchases of ERs under output indicator 1.1.
e) DESNZ and World Bank to discuss updating the milestones for output indicator 1.2, “Efficient implementation of ER programmes”, due to the fact that some countries are merging reporting periods.
f) DESNZ and World Bank to review the evidence source for output indicator 1.2 so that monitoring reports that have been validated and verified, but not necessarily published, can be included in the result.
Recommendation 5: World Bank and contributors to implement an action plan to ensure full CORSIA phase 1 eligibility is secured. 

Recommendation 6: World Bank to continue work to engage potential third-party buyers of FCPF credits. 

Recommendation 7: World Bank to provide information on expected total ER payments and underspend at end of programme. UK to consider how to manage anticipated unspent funds. 



[bookmark: _Toc219130986]Output 2: Countries implement programmes that conserve biodiversity and contribute positively to local socio-economic development, as well as generating emission reductions.

	Output Title 
	Countries implement programmes that conserve biodiversity and contribute positively to local socio-economic development, as well as generating emission reductions.

	Output number: 
	2
	Output Score: 
	A

	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 

	2.1 Number of participant countries and extent to which FCPF has supported country efforts to sustain and enhance livelihoods within REDD+ intervention areas (including among women, women’s groups, IPs, CSOs and local communities)
	12 countries provide evidence that REDD+ interventions have changed livelihoods for people living and working in project area, including different groups (women, IP, CSO), with evidence of specific FCPF processes/requirements having a significant influence, and such FCPF processes being applied beyond intervention areas

	Results not reported in RP25

(From FCPF evaluation) By August 2023, ER-Ps have directly supported livelihoods improvements in six countries. These have been achieved through enhanced revenues from agriculture, tree nurseries, non-timber forest products, timber products, and tourism. Clarified land tenure and improved access to basic services have also been reported. At least three countries are likely to have generated climate change adaptation benefits.



	2.2 Percentage of carbon benefits paid from CF programmes shared with beneficiaries (disaggregated by gender, CSOs, IPs, LCs)
	Milestones to be set in FY26
	26% (of which 34% government entities; 52% local communities)


	2.3 Number of benefit-sharing plans implemented and types of benefits being shared with a diverse range of beneficiaries
	15 BSPs being implemented with evidence of benefits (monetary and non-monetary) being shared with a diverse range of beneficiaries (gender, CSOs, IPs, LCs)
	12 being implemented (Chile, Costa Rica, Côte d'Ivoire, DRC, Dominican Republic, Ghana, Guatemala, Indonesia, Lao PDR, Madagascar, Mozambique and Vietnam). 

Moderately did not meet expectation


	2.4 Number of CF programmes that test ways to sustain and enhance livelihoods
	15
	15 programmes have planned tests
15 programmes are testing ways to sustain and enhance livelihoods[footnoteRef:20911] [20911:  The result recorded in the World Bank’s Annual Report is 10. The World Bank reports on this indicator based on Annex 3 of published ER monitoring reports. Annexes 1, 2 and 3 of monitoring reports are published together to avoid fragmented or partial disclosure. For several countries, Annex 3 had been completed by 30 June 2025, but publication was pending due to delays to Annex 1 or Annex 2. The results reported in this Annual Review are therefore taken from Annex 3 of countries’ ER monitoring reports, including where these had not been published by 30 June 2025.] 


Met expectation

	2.5 Number of programmes that test ways to conserve biodiversity
	15
	15 programmes have planned tests
15 programmes are testing ways to conserve biodiversity[footnoteRef:8] [8:  As above.] 


Met expectation



Output summary and supporting narrative for the score 

Output 2 assesses the extent to which programmes are conserving biodiversity and contributing positively to local socio-economic development, as well as generating emission reductions. This output has scored an A for this reporting period, which means that results have met expectations.

Output indicator 2.1 measures the number of participant countries and extent to which FCPF has supported country efforts to sustain and enhance livelihoods within REDD+ intervention areas. The most recent FCPF evaluation found that the Carbon Fund had directly supported livelihoods improvements in six countries. According to the evaluation, this had been achieved through enhanced revenues from agriculture, tree nurseries, non-timber forest products, timber products, and tourism. The evaluation also found that at least three countries (Ghana, Mozambique and Vietnam) are likely to have generated climate change adaptation benefits. Although the number of countries in which the FCPF has supported efforts to enhance livelihoods is below the RP25 target, the evaluation only covered FCPF operations up to August 2023, which is about two years before the end of RP25. This indicator will therefore not be included in the overall score. We have recommended in Recommendation 1g that for future Annual Reviews, a light-touch assessment of this indicator should be conducted using information provided by the World Bank (please see next section for further detail on this recommendation).

At the end of RP25, under output indicator 2.2, 26% of carbon benefits paid from Carbon Fund programmes had been shared with beneficiaries. As this output was revised in RP25, there is no RP25 milestone (this will be set in RP26). 

Output indicator 2.3 measures the number of benefit-sharing plans (BSPs) being implemented. At the end of RP25, twelve BSPs were being implemented. As, at the end of RP24, all fifteen Carbon Fund countries were expected to have received their first payment in the first half of RP25, we would expect all countries to be implementing their BSPs. There are several reasons why this result falls short of the target. In many cases, it takes time for countries to build new processes, institutional arrangements and governance structures, and to conduct stakeholder consultations to operationalise benefit distribution. Indeed, the third programme evaluation found that the main bottlenecks to the disbursement of benefits are existing legal arrangements and administrative capacities and systems. Many beneficiaries are not yet in a position to receive payments, due to an absence of legal agreements or an official bank account into which payments can be deposited. It is essential that Carbon Fund programmes implement BSPs swiftly and equitably so that beneficiaries can be rewarded for their actions to reduce emissions. Recommendation 4 calls for the World Bank to hold a dedicated session with contributors to discuss the delays in the implementation of benefit-sharing plans.

However, there is qualitative evidence that demonstrates positive progress in the distribution of benefits in some FCPF countries. For example, funds generated from carbon finance in Madagascar are being used to support teachers’ wages, thereby investing in human capital. In Vietnam, over 70 percent of the recipients of benefits are ethnic minorities in remote regions, many of whom are receiving carbon payments for the first time. Carbon payments in Côte d’Ivoire have prompted the government to help farmers, including migrant farmers, to obtain official identification documents, thereby improving social inclusion across these communities.

Output indicator 2.4 measures the number of Carbon Fund programmes that test ways to sustain and enhance livelihoods. At the end of RP25, all 15 programmes were testing ways to sustain and enhance livelihoods. For example, in Ghana, cocoa farmers are adopting climate-smart farming and diversifying into activities like snail and fish farming, leading to higher yields and more stable incomes. In Indonesia, community groups in East Kalimantan have received social forestry licences, giving them access to forest land and support for new economic activities such as non-timber forest products and sustainable agriculture.

As measured by output indicator 2.5, at the end of RP25 all 15 Carbon Fund programmes were testing ways to conserve biodiversity, meeting both the RP25 and EOP targets. For example, in Costa Rica, the emission reduction programme seeks to strengthen the Protected Wild Areas (ASPs), which are strategically located to create biological corridors, protect high conservation value forests and avoid the loss of key species to guarantee the conservation of critical biodiversity. Meanwhile, in Mozambique, the Mozambique Conservation Area for Biodiversity and Development Project (MozBio), which is one of the projects contributing to the FCPF emission reductions programme, is supporting biodiversity by contributing financial and technical support to the Gilé National Park and its buffer zone. These examples provide evidence that the FCPF is contributing more broadly to enhancing biodiversity.

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

As detailed in Section B, all open indicators under output 2 were extended to 2028 due to the programme extension, and interim milestones were set for each.

In line with the change made by the World Bank, output indicator 2.2 was revised from “% of monetary benefits from CF programmes shared with beneficiaries” to “% of carbon benefits paid from CF programmes shared with beneficiaries”. This change was made to ensure both monetary and non-monetary benefits are captured, as many beneficiaries, especially communities, including IPs and traditional Local Communities, do not receive monetary benefits.

A change was also made to how output indicators 2.4 and 2.5, which measure the number of CF programmes that test ways to sustain and enhance livelihoods and to conserve biodiversity respectively, are reported. Previously, both indicators reported on all 18 countries originally in the FCPF Carbon Fund pipeline. From RP25, DESNZ will only report on the 15 countries with active programmes.

It is recommended that the methodology for output indicator 2.1 should be updated in RP25 (Recommendation 1g). This indicator should continue to be formally assessed at each programme-wide evaluation. In order to facilitate annual reporting, going forward the reviewer should use information provided by the World Bank to make an assessment of this indicator, which may increase or decrease confidence in the formal assessment from the most recent programme-wide evaluation.

Moreover, Recommendation 1h calls for DESNZ to calculate interim milestones for output indicator 2.2, “Percentage of carbon benefits paid from CF programmes shared with beneficiaries (disaggregated by gender, CSOs, IPs, LCs)”. As outlined in the previous section, as this output was revised in RP25, there are currently no interim milestones. Going forward, milestones can be calculated using the RP25 result and the EOP target.
Progress on recommendations from the previous AR, lessons learned this year, and recommendations for the year ahead

The extension to 2028 of all open indicators and the change made to output indicator 2.2, described in the previous section, were both in response to recommendations from the previous Annual Review.

The previous Annual Review also recommended that the World Bank decide on a process by which to continue to monitor the implementation of the benefit-sharing plans post the closure of the Carbon Fund. It was decided in RP25 that the Bank will set out the process by which BSP implementation will be monitored on a case-by-case basis, taking individual country circumstances into consideration. For example, the UK raised concerns around the fact that Mozambique’s BSP would be implemented after the ERPA closes in December 2025. In response, the World Bank proposed undertaking the following steps: 
1. Management letter to government: The Bank will submit a letter to the government of Mozambique noting its responsibilities regarding the implementation of benefit sharing plan and urging the country to accelerate the implementation of the benefit sharing plan and address any pending issues that might exist. 
2. Monitoring of BSP implementation: The Bank will work with the Government to find the most adequate way to monitor the implementation of the benefit sharing plan. One of the options is to extend the ERPA term to provide sufficient time for the country to implement and report on the BSP and for the Bank to supervise, and the other option is for the Bank and the country to agree on the monitoring arrangements after the ERPA closure. At the time of writing, the Bank is due to share an agreed approach with contributors.


Recommendations for the year ahead

Recommendation 1: DESNZ and World Bank to update their logframes: 
g) DESNZ to revise the methodology for output indicators 2.1 and 3.1 so that they can be reported on annually. 
h) DESNZ to calculate interim milestones for output indicator 2.2, “Percentage of carbon benefits paid from CF programmes shared with beneficiaries (disaggregated by gender, CSOs, IPs, LCs).
Recommendation 2: World Bank to ensure the monitoring of the implementation of benefit-sharing plans post closure of the ERPAs. 






[bookmark: _Toc219130987]Output 3: Knowledge gained in the development of the FCPF and implementation of ER programmes is broadly shared and used by international REDD+ practitioners within and beyond FCPF country participants

	Output Title 
	Knowledge gained in the development of the FCPF and implementation of ER programmes is broadly shared and used by international REDD+ practitioners within and beyond FCPF country participants

	Output number: 
	3
	Output Score: 
	A+

	Impact weighting (%):  
	10
	Weighting revised since last AR? 
	No

	Risk rating:
	Minor
	Risk revised since last AR?
	No



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

	3.1 Number of non-FCPF programmes and countries have adopted elements of the FCPF Methodological Framework within their own REDD+ processes
	Moderate evidence that non-FCPF programmes and countries have adopted elements of the FCPF Methodological Framework within their own REDD+ processes.
	Results not reported in RP25

(From FY23 Evaluation) There is strong evidence of a growing number of users of FCPF knowledge products as evidenced by the increase in website visitors, interviews indicating influence on other REDD+ mechanisms, and improvements in FREL estimates by some countries due to their experience with the FCPF process.


	3.2 Number of:
a) FCPF-supported South-South learning activities and/or events connecting FCPF countries
b) Participants in such activities (disaggregated by gender, CSOs, IPs)
	a) 75
b) 5351 (1934; 778; 550)
	a) 78
b) 5,588+ (of which 2,027+ female; 783 CSO; 555 IP)

Moderately exceeded expectation

	3.3 Percentage of participants in South-South learning activities indicating that they will apply the new knowledge or skills in their work
	72%
	83% (of which 35% female; 19% CSO; 19% IP)

Substantially exceeded expectation




Output summary and supporting narrative for the score 

Output 3 assesses the extent to which knowledge gained in the development of the FCPF and implementation of ER programmes is broadly shared and used by international REDD+ practitioners within and beyond FCPF country participants. This output has scored an A+ for RP25, reflecting significant progress that has exceeded expectations.

Output indicator 3.1 measures the number of non-FCPF programmes and countries have adopted elements of the FCPF Methodological Framework within their own REDD+ processes. The third FCPF evaluation provided qualitative rather than quantitative evidence. According to the evaluation, there is strong evidence of a growing number of users of FCPF knowledge products as evidenced by the increase in website visitors. Moreover, interviews with actors engaged in REDD+ at the international level suggest that FCPF has influenced other REDD+ mechanisms, such as the LEAF Coalition and Green Climate Fund (GCF). Furthermore, some countries have sent FREL estimates to the UNFCCC, where improvements due to the country’s experience in the FCPF process can be seen. This provides some evidence that the FCPF Methodological Framework has influenced other REDD+ processes. However, as the evaluation only covered FCPF operations up to August 2023, this indicator has not been included in the overall output score. We have therefore recommended in Recommendation 1g that for future Annual Reviews, a light-touch assessment of this indicator should be conducted using information provided by the World Bank (please see next section for further detail on this recommendation).

At the end of RP25, under output indicator 3.2, 75 FCPF-supported South-South learning activities and/or events connecting FCPF countries had taken place, with a total of 5588 participants. Of these participants, over 2027, or 36%, were women, 783 were CSOs and 555 were Indigenous Peoples. The targets for both number of events and number of participants were exceeded. Moreover, 83% of participants indicated that they would apply the new knowledge or skills they had learnt during these events in their work, compared to the RP25 milestone of 75%. Together, these results demonstrate that the FCPF has strengthened South-South learning. Over the past year, South-South knowledge activities have included a workshop between South Asia and East Asia and Pacific on carbon biomass estimates monitoring and reporting, a knowledge exchange workshop on Article 6, Standardised Crediting Framework and REDD+, and a workshop on impactful benefit sharing for ER programmes.

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

As detailed in Section B, all open indicators under output 3 were extended to 2028 due to the programme extension and interim milestones were set for each.

For output indicator 3.2, “Number of (a) FCPF-supported South-South learning activities and/or events connecting FCPF countries and (b) participants in such activities”, the World Bank revised the EOP target as it had already been achieved. The DESNZ EOP target and interim milestones were updated accordingly.

It is recommended that the methodology for output indicator 3.1 should be updated in RP26 (Recommendation 1g). This indicator should continue to be formally assessed at each programme-wide evaluation. In order to facilitate annual reporting, going forward the reviewer should use information provided by the World Bank to make an assessment of this indicator, which may increase or decrease confidence in the formal assessment from the most recent programme-wide evaluation.

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

Of the recommendations from the previous Annual Review, the one relevant to this output recommended that DESNZ revise its logframe to reflect the programme extension until December 2028. As detailed in the previous section, this was actioned.

Recommendations for the year ahead

Recommendation 1: DESNZ and World Bank to update their logframes: 
g) DESNZ to revise the methodology for output indicators 2.1 and 3.1 so that they can be reported on annually. 
i) World Bank to consider revising output indicator 4.3b, “Number of non-FCPF programmes and countries that have adopted elements of the FCPF Methodological Framework within their own REDD+ processes”, as evaluations so far have only provided qualitative evidence. 

	[bookmark: _Toc219130988]Section D: Programme performance not captured by outputs



Outside of the outputs assessed above, the FCPF made significant progress in several areas during RP25. Several of the recommendations from RP24, and the progress made against them, relate to areas outside of the core programme logframe.

The RP24 Annual Review recommended, through Recommendation 2, that the World Bank continue to monitor progress and efforts to leverage finance and secure ERPA flexibility to allow more countries access to markets. As mentioned previously, in RP25, Costa Rica sold 100,000 excess ERs to a private buyer, becoming the first FCPF country to sell its credits on the voluntary carbon market. This is a milestone for the programme and paves the way for other countries to market their high-integrity FCPF credits at higher prices. 

Furthermore, contributors approved several proposals over RP25 to facilitate ERPA flexibility across the FCPF portfolio. As a result, Carbon Fund countries are now able to put forward requests to introduce flexibility within their ERPAs such that a portion of contract ER volumes can be released and monetised separately in carbon markets. In line with this agreed process, Costa Rica submitted a request to retain 4,603,292 ERs of the remaining 5,103,292 Contract ERs for the purpose of monetisation in the carbon market, while delivering 500,000 ERs to the FCPF as contract ERs under the FCPF ERPAs. This request was approved by contributors in June 2025 and will allow Costa Rica to further monetise its FCPF credits.

Recommendation 5 from the RP24 Annual Review recommended that the World Bank and contributors continue to ensure that outcomes from the FY23 evaluation are embedded into the FCPF and shared with other initiatives such as SCALE. This has been achieved; over the last year, the World Bank has taken steps to implement the recommendations from the FY23 Evaluation. Key actions include addressing financing gaps by enabling advance payments and supporting countries to sell emission reductions to third-party buyers, as seen in Costa Rica’s recent transactions. The FCPF and SCALE are also strengthening engagement with participating countries and non-state actors, including women, Indigenous Peoples, and civil society, through inclusive consultations and dedicated platforms.

In terms of integrating lessons into future initiatives, any programme under SCALE is now required to develop a Theory of Change before its approval. The World Bank is investing in capacity development – especially for monitoring and verification – and mainstreaming gender considerations through action plans and training. Private sector engagement is being enhanced by facilitating access to carbon markets and integrating lessons into new programmes and a private sector approach has been developed for SCALE. Additionally, there is an internal World Bank process underway to develop an approach to benefit sharing that is more flexible and context appropriate. Finally, there is a growing emphasis on recognising and certifying non-carbon benefits, with a pilot programme being prepared for non-carbon development impact certification.

Progress has also been made outside of the RP24 recommendations. CATS has continued to support ER issuances and transactions under the Carbon Fund, with a total transacted volume of 81.6 million ERs, 30 million of which were transacted over the last year. This makes CATS the leading transaction platform for jurisdictional REDD+. In May 2025, an upgraded version of CATS was launched, featuring enhanced system performance, a public dashboard, expanded reporting capabilities, and alignment with the requirements of Paris Agreement Article 6 and CORSIA – noting that the FCPF, standard however, is still not CORSIA approved.

The FCPF has also strengthened its engagement with the private sector. The FCPF ER programmes have proactively developed strategies to encourage and expand private sector participation. The facility continues to identify and pursue innovative opportunities for private sector engagement, aiming to maximise the impact and scalability of REDD+ initiatives. As of RP25, 68 distinct partnerships with private sector entities have been established across the ER programmes. Throughout the year, FCPF governance bodies have maintained active engagement with the private sector, including granting observer status to private sector representatives in policy-level discussions. This approach ensures that the FCPF benefits from valuable stakeholder input, further enhancing private sector involvement in ER activities.

Furthermore, to facilitate monetisation, the World Bank has, since 2021, collaborated with various auction providers to support countries in selling their ERs. Notably, a roadshow was conducted in Japan, Korea, and Singapore to strengthen relationships with governments and carbon market stakeholders, and to raise awareness of FCPF programmes. In parallel, to support growing interest from third-party buyers and intermediaries, the World Bank has developed an FCPF Standard microsite, offering comprehensive information on the requirements and processes for generating and issuing FCPF emission reductions. Additionally, country profiles have been produced, which summarise key aspects of each ER programme. 
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[bookmark: _Toc219130990]Overall risk rating: Moderate

The risk rating for the FCPF Carbon Fund is moderate. The programme has run effectively during the 2024/25 reporting period, but its continued success may be impacted by continued investment, resourcing, political stability, delivery, leakage and fiduciary risks. These risks have not changed significantly over the past year. Considering the proven effectiveness of mitigation strategies, the overall risk rating remains moderate.

[bookmark: _Toc219130991]Overview of risk management 

The World Bank continue to monitor and report on key risks through quarterly monitoring reports. These reports provide detailed updates on each of the 15 Carbon Fund programmes and flag any major technical, policy and delivery risks. The World Bank also holds quarterly meetings with contributors, where programme risks are discussed. These meetings include two in-person meetings. Contributors also meet with the World Bank on ad hoc basis to raise concerns on progress where needed.
[bookmark: _Toc219130992]Current risks

	Risk description 
	Mitigation strategy 
	Residual Risk rating

	Conflict/political risks

Conflict in countries escalates or changes in political leadership causes criticism/weakening of environmental protection legislation and/or reduces progress on avoiding deforestation and/or weakens progress of ERPs safeguards/FGRM/participation etc.
 
	Engage with Post and WB teams to understand and monitor local risks and challenges and how to ensure continuity through political transition. 
	Major
 
This continues to be major as country political/conflict situations can change rapidly and impact on ability to deliver on ERPAs. Experience in the programme shows what a significant impact political events (in particular) can have upon implementation progress.
 
No change in risk rating from last year

	Underspend risk and delivery sufficiency

Countries do not deliver on their ERPAs and do not deliver sufficient emissions reductions resulting in underspend in CF pipeline.
 
	The Carbon Fund was extended to 2025 in 2015. In 2023, it was then extended again to 2028. Part of the rationale for this extension was to improve the likelihood of programmes delivering the full volume of ERs. Countries have the opportunity to extend their ERPA end date to enable more time to complete the verification of and payment for ERs and benefit sharing. 
 
Risk response approach and driving milestones dependent on WB providing information to DESNZ in monthly portfolio reports, which we are monitoring. 

Work with committed host countries that are prepared to contribute resources to the programme. Work with Post to monitor and action country risks.
	Major
 
All 15 countries have signed ERPAs. As of June 2025, there was $96m of uncommitted funding.  We continue to work with WB to consider ways of managing this underspend risk, including the use of call options (purchases of excess ERs from over-performing countries). 

The World Bank provides delivery risk assessment presentations at least twice a year, which will become more accurate as models update with real figures of ERs. 

The risk rating has been increased from moderate to major. Mozambique and the Dominican Republic’s contract ERPA volumes have been reduced. Moreover, with the move to allow greater ERPA flexibility, there is likely to be greater underspend at the end of the programme.
 


	Delivery delays

Attrition, quality concerns, negotiation failures or external factors cause delays or lack of ERPA signatures, delays in milestone reports, insufficient ERPAs, resulting in insufficient ERPDs being operationalised and full capitalisation of Fund is not absorbed. 
	The Carbon Fund was over programmed (18 programmes in pipeline, reduced to 17 when Mexico withdrew, and reduced to 15 when Peru and Nicaragua cancelled) and the pipeline is diverse.
 
FMT should raise early any issues which may increase the need for CFPs to resource an ERPA negotiation. FMT have also issued guidance on Benefits Sharing Plans, which we continue to assess. 
	Moderate
 
While all ERPAs have now been negotiated, risk remains high. Conditions of effectiveness have been met in all countries, and countries are submitting Monitoring Reports and beginning to receive payments. However, delivery timelines are at risk, even with the extension of the Carbon Fund to 2028. This stems in part from the need to extend individual country programmes, and slower than expected initial MRV processes (though faster in subsequent reporting periods).

No change in risk rating from last year

	Leakage

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
 
Countries have buffer to allow for this (set aside ER)
 
	Moderate
 
We continue to take leakage into account, particularly with ERPA implementation and considering buffer allocations.
 
No change in risk rating from last year

	Private sector investment 

FCPF not perceived as desirable for PS investors, and FCPF standard not incorporated into compliance options - low price of carbon credits may stifle private sector demand, or private sector may not contribute to programme (as in Theory of Change) and thus reduce private sector investment in forest projects by this route.
 
	Encourage WB to consider compliance opportunities for FCPF and increase transparency of adjusting standards to meet requirements
 
Use wider stakeholder networks to gather PS assumptions on FCPF
 
Opening up fund for direct PS interest - however, awareness that this exacerbates reputational risk of programme. 

The WB, DESNZ and the ART Secretariat are discussing transition pathways within the draft TREES 3.0 proposal.
	Moderate 

The first third-party purchase of FCPF credits (Costa Rica) demonstrates that there is private sector demand.

The lack of full CORSIA approval remains a risk.

No change in risk rating from last year

	Measurement, Reporting and Verification: MRV slow, challenging, and therefore delaying key stage in ERPA progress (becomes increasingly relevant post ERPA - reporting/verifying difficulties as it is untested)
 
	Engage sufficient World Bank in-country staff with a broad enough mandate to complete MRV requirements. Ensure MRV structure is agreed with countries before projects commence.
 
This will become increasingly relevant post ERPA signatures as delivery is contingent on speed of MRV (which could be slow).
 
UK could consider new forms of support for MRV.
 
	Moderate
 
This remains a large focus for World Bank and UK. World Bank is testing new approaches through MRV2.0. Ultimately, the FCPF has been extended to allow for completion of more monitoring and verification. 

The UK has since funded a new dedicated MRV support programme (AIM4Forests) outside of the FCPF, but this is unlikely to have a significant impact on FCPF at this stage. AIM is not directly supporting the FCPF standard, though wider MRV/forest monitoring is supported at the national level in some FCPF countries.
 
No change in risk rating from last year

	Safeguarding and benefit-sharing risk: Risk of perverse outcomes slipping through or benefits are not distributed adequately or equitably, particularly as this is a large jurisdictional scale programme –there needs to be jurisdictional accountability considerations, including considering adequacy and tracking of benefit sharing, safeguards, FGRM etc.
	Application of World Bank safeguards. WB and MDTFs have strong safeguarding systems. Monitoring will be required to ensure these safeguards are applied consistently.

If an issue arises, WB will investigate according to their safeguarding policies.
	Major
 
We will continue to monitor adequacy and effectiveness of benefit sharing implementation.

In RP24, the risk rating was increased to major due to issue in East Kalimantan programme.
 
No change in risk rating from last year.

	Reputational: Reputation risks can arise from a lot of other risks listed above. E.g.:
 - Rising deforestation data poses reputational risk to BEIS/UK due to negative criticism of funding programmes 
- Nesting - PS companies generating negative media 
	Should deforestation rise, this poses a reputation risk, officials will judge the appropriate response, including drafting defensive lines and engaging with key stakeholders. 

Track and anticipate political uncertainties within countries, and related reputational risks. 
	Moderate
 
Negative comms on the programme can exacerbate this risk. We will continue to monitor, particularly as comms messages increase with payments made. 
 
No change in risk rating from last year

	Fiduciary risk (Delivery risk):
Fraud or mis-purposed funds - 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. 
	Implementation through well-established MDB trust fund structures with respected fraud checks and balances.
 
a) The World Bank will independently verify emissions 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.
 
No change in risk rating from last year

	Resourcing and capacity: HMG or WB resource constraints or reduced capability lead to lower capacity to manage and influence funds
 
	a) Ensure staffing levels adequately maintained
b) identify priority, impactful issues for UK to influence
 
	Moderate
 
The risk has increased from minor to moderate. This is because there is a risk that new World Bank restrictions on contracts and consultants may impact the FCPF.
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[bookmark: _Toc219130994]Summary of the performance of partners and DESNZ, notably on commercial and financial issues, and including consideration of VfM. 

Key cost drivers and performance 
· The initial underestimation of set-up time and perceived delays in the Carbon Fund were discussed at length in the Extension Business Case (2015). While earlier reviews noted challenges in signing ERPAs, the programme has now progressed significantly. As of reporting period 2023/24, all 15 participating countries have signed ERPAs, fulfilled their conditions of effectiveness, and are actively monitoring emission reductions. The extension to December 2028 ensures more time for verification, payments and benefit-sharing. This mitigates concerns about early closure and allows for further progress in monetizing excess emission reductions.
· The Carbon Fund at the end of June 2025 had a fund balance of $662.8 million and a cash balance of $659.4 million. The outstanding balances on promissory notes account for the $3.3 million difference. 
· Cumulative donor contributions received through the end of the RP25, which refers to 1 July 2024 to 30 June 2025, amounted to $874.5 million, while total disbursements over the same period totalled $320 million, made up of cash disbursements, administration fees and ER payments.
· Investment income generated from the contributions held in the Carbon Fund was channelled to the Readiness Fund up until reporting period 2021/22, but with the closure of the Readiness Fund, any interest generated form the Carbon Fund contributions began being channelled to the Carbon Fund in reporting period 2022/23. The cumulative total investment income deposited into the Carbon Fund (through the end of RP25) is $108.3 million.
· The UK’s £141.5m investment in the Carbon Fund has been committed via Promissory Notes which have now been fully encashed.
 
Value for money 
 
Value for money is assessed in accordance with the FCDO’s 5Es framework outlined below: economy, efficiency, effectiveness, cost-effectiveness, and equity.
 
Economy:
 
The total cash disbursement for the Carbon Fund in RP25 was approximately $9.6 million, which represents 84 percent of the approved budget of $11.5 million. This continues the trend of underspending, though at a smaller scale than last year’s 26 percent shortfall. The underspend is mainly due to lower-than-anticipated costs for validation and verification due to delays to these processes, which amounted to $1.1 million against a budget of $2 million (a 44 percent underspend), and registry costs, which totalled $0.67 million compared to the $0.86 million budget (a 21 percent underspend). Administrative fees for RP25 totalled $2.9 million, or 84 percent of the $3.5 million budget, bringing cumulative administrative costs since the programme’s inception to $17.9 million. Although the budget accounted for 12 ER programmes undergoing validation and verification, progress on key milestones has been slower than projected.

The implications of underspend remain uncertain. The World Bank may choose to reallocate funds within the programme, anticipate increased activity in future years, or leave the gap unaddressed.
 
Efficiency:
 
Five countries accessed results-based payments for verified emission reductions in RP25, representing 11.4 million tons of emissions. All 15 ER programmes submitted monitoring reports, and nine programmes completed at least one full cycle of measurement, reporting, third-party verification, and payment. Additionally, the CATS platform, now the largest jurisdictional REDD+ transaction platform, reduces duplication and mitigates the risk of double counting.
 
Most recommendations from the previous review have been achieved or partially achieved. Notably, ERPA flexibility was successfully implemented, with Costa Rica piloting the sale of 100,000 credits to the LEAF Coalition, enabling monetisation of excess ERs.
 
However, the underperformance against some is primarily due to reduced efficiency. Progress has been slower than expected, reflecting verification delays, underperformance by some countries, and legal or administrative bottlenecks, including delays in BSP implementation. These challenges have impacted multiple output indicators, such as the efficient implementation of ER programmes (output indicator 1.2) and the number of BSPs implemented (output indicator 2.3). Several outputs have failed to meet their milestones for this review period, and these issues must be addressed to keep the programme on track for long-term efficiency.
 
This decline is partly offset by strong performance on outputs related to testing approaches to enhancing livelihoods and conserving biodiversity and knowledge sharing, which have met or exceeded their milestones and demonstrate the Carbon Fund’s influence on REDD+ practice globally. Furthermore, the programme continues to show positive progress, and its extension to 2028 mitigates delivery delays and provides additional time for verification and benefit-sharing, helping maintain long-term VfM.
 
Effectiveness:
 
By the end of RP25, cumulative verified ERs reached 123.7 million tCO₂e, surpassing the RP25 milestone of 121.63 million and moving toward the end-of-programme target of 170 million. This achievement reflects strong progress in delivering results under the Carbon Fund.
 
Payments were made for 14.6 million ERs to Chile, Costa Rica, Côte d’Ivoire, the Democratic Republic of Congo, and Lao PDR. This represents 16 percent of global nature-based solution credits issued in 2024, underscoring the programme’s significant contribution to global climate finance markets. Côte d’Ivoire and Viet Nam delivered their full contracted ER volumes, while Costa Rica, Côte d’Ivoire, DRC, and Viet Nam generated additional ERs beyond their ERPAs.
 
The programme also has also secured $859 million in committed finance up to the end of RP25, with 96 percent from public sources and 4 percent from private finance. Private finance is expected to increase in future years as more countries sell excess ERs to private buyers.
 
During the latest results collection period, the programme scored 4 for KPI 15, which measures the extent to which FCPF will lead to transformational change. This indicates partial evidence that transformational change is likely, showing positive progress toward the final target of 5 (strong evidence of transformational change).
 
Overall, the Carbon Fund’s effectiveness is demonstrated by its ability to exceed emission reduction milestones, deliver payments for a substantial share of global nature-based credits, and shape international REDD+ standards.
 
Cost-Effectiveness:
 
VfM metrics demonstrate strong cost-effectiveness across the programme. Over the last year, the cost per tonne of CO₂e reduced or avoided has decreased from £12.92/tCO₂e to £11.02/tCO₂e, while the cost per hectare of land under sustainable management has fallen from £93.80/ha to £67.74/ha - both broadly in line with, or slightly below, portfolio averages. The cost per hectare of ecosystem loss avoided has dropped significantly from £4,707/ha to £2,297/ha, which is well below average and reflects substantial progress. These improvements have been achieved under constant costs, highlighting gains in key performance indicators. Public and private leverage ratios are 0.57 and 0.46 respectively, meaning that for every £1 we spend, we attract £0.57 in public finance and £0.46 in private finance. These ratios remain unchanged from the previous year, indicating that VfM has been maintained in this area. Overall, these results underscore the programme’s cost-effectiveness and continued progress. 
 
The programme also demonstrates strong cost-effectiveness through varied financing mechanisms and shared infrastructure. Building on lessons from the FCPF, the SCALE programme was launched to support future high-integrity carbon credits. Costa Rica’s pilot sale of excess ERs illustrates the potential for additional revenue streams beyond ERPAs, paving the way for higher value carbon transactions and reducing reliance on public finance. 
 
Equity:
 
Participating countries are required to develop BSPs to ensure that carbon payments reach local communities and marginalised groups. Whilst payments to countries have increased, implementing BSPs remains challenging due to administrative and legal barriers in some jurisdictions, causing delays in delivery.
 
Despite these challenges, the programme maintains a strong focus on equity through social inclusion and engagement with gender and Indigenous groups. Countries including Madagascar, Vietnam, and Côte d’Ivoire have reported positive progress. BSP implementation has advanced, with twelve plans now operational. However, this falls short of the milestone of fifteen. 
 
Additionally, the Enabling Access to Benefits while Lowering Emissions (EnABLE) programme was created to continue the Readiness Fund’s capacity-building work. It provides direct financing to local CSOs to ensure BSP benefits reach Indigenous Peoples and marginalised groups, helping address delays and strengthen equity. Germany currently funds EnABLE support for FCPF programmes.
 
Resolving delays and ensuring benefits reach marginalised communities remains essential and must continue to be a key focus for the Carbon Fund. Clear evidence of timely resolution and benefit delivery will be critical to maintain programme equity.
 
Overall Value-for-Money Assessment:
 
The Carbon Fund continues to deliver strong Value for Money overall, with spending under budget and major milestones on emission reductions and mobilised finance exceeded. Payments have been made to ten countries, and knowledge-sharing activities are helping to strengthen REDD+ practices globally. The programme remains on track to deliver transformational change, reinforcing its significant contribution to global climate finance and REDD+ standards. 
 
However, delivery challenges persist. Delays in verification, benefit-sharing plan implementation, and administrative bottlenecks have slowed progress, impacting efficiency and equity. Only a portion of benefits have reached marginalised communities, making it critical to accelerate implementation and ensure timely benefit distribution. Overall, the programme demonstrates strong climate impact and cost-effectiveness but must address these operational and equity gaps to achieve long-term VfM.
 
Monitoring and evaluation 
 
The evidence used to compile this Annual Review is as follows: 
· FCPF 2025 Annual Report;
· Presentations and updates from FCPF Carbon Fund Meetings;
· DESNZ internal programme documents, including risk register and results collection note;
· Third Programme Evaluation;
· Additional qualitative information shared by delivery partners and other stakeholders via calls and meetings. 
 
The FMT published a revised Monitoring and Evaluation Framework in 2019. This includes the version of the results framework developed in 2018 and adds in additional information such as an evaluation plan. The framework meets the UK’s priorities, for example in that it utilises both quantitative and qualitative measures of progress where appropriate and has included more flexibility in the evaluation component to respond to themes and issues as they arise. The Theory of Change continues to hold. In general, the assumptions continue to hold, although in some cases there is variable evidence. In particular, the assumption that the external context for ER programmes remains supportive and conducive to ER programme implementation, is subject to change depending upon the political and socio-economic context in individual countries, including administrative shifts. 
 
The bi-annual Carbon Fund meetings provide the opportunity to monitor progress throughout the year. DESNZ seeks additional information from its networks in-country, including FCDO colleagues working in embassies and non-government stakeholders.
 
The Third Programme Evaluation occurred in the previous reporting period and published results are available.[footnoteRef:9] Formal evaluative evidence has been used for this Annual Review.  [9:  fcpf_final_evaluation_report_vol_1_05_june_2024_final.pdf] 

 
Quality of financial management
 
The World Bank is a trusted partner for financial management. The FCPF reports budgets for the following financial year at each Annual Meeting. Actual spend against forecast is monitored and updated regularly by the World Bank and reported at each Annual Meeting. All contributors’ funds have been fully committed and called, and we will therefore have no further Call of Funds (for Promissory Note drawdowns) requested. We receive Annual Budgets at summer Carbon Fund Meetings. We will continue to provide scrutiny on Annual Budgets when received.


	How have you taken a proportional approach to climate and environment risk assurance?
	 Yes. A Climate and Environmental Risk Screening has been conducted. The Climate Risk Screening was Moderate[footnoteRef:10], and the Environmental Risk Screening was Low[footnoteRef:11]. Risks will be monitored through the normal ICF risk management processes. [10:  Climate related risks could possibly impact on the programme success, and at least light touch risk reduction measures should be incorporated into project design and activities.]  [11:  This range indicates the programme is either very low risk, or the proposal has considered risk management measures to minimize hazard impacts and associated risks, and that the programme may therefore have a potentially higher threshold against current and anticipated risks.] 


	How have you taken a proportional approach to using shadow carbon pricing?
	Yes. All FCPF ERPAs have been finalised with consistent carbon pricing ($5/tonne). For potential call options and third-party transactions, pricing is negotiated between buyer and seller. The FCPF supports on mechanisms to support price ambition/discovery (i.e., through an auction mechanism).

	Does the programme adhere to HMG’s fossil fuel policy?
	Yes. This is existing support unrelated to fossil fuel policy and adheres to HMG “no new overseas fossil fuel financial or promotional support other than limited circumstances”.

	Are you ensuring the programme does not undermine impacted countries climate plans?
	Yes. FCPF country ERPs are aligned with, and support, forest country climate plans. The programmes are delivered by governments. Additionally, 95% of the fund goes directly towards supporting countries produce ERs that would be available for use against their NDCs.




	Date of last narrative financial report
	June 2025

	Date of last audited annual statement
	June 2025
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