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INTRODUCTION

Our planet is warming at a faster rate than it ever has, as a result of a high concentration of heat-
trapping gases in the atmosphere. The burning of fossil fuels is the number one cause of global
warming. The second is deforestation. Trees absorb carbon dioxide and retain it for as long as they
live. Cutting down trees means that that carbon is released back into the atmosphere.

REDD+ (Reducing Emissions from Deforestation and Forest Degradation) is a UN-initiated scheme
that aims to reduce the contribution that deforestation is making to climate change, essentially by
paying tropical forest-rich countries not to cut down trees. There are two main ways in which this can
happen. The first is fund-based: communities receive money as compensation for conserving
forests, which they might otherwise depend on. The second is mechanism-based - the carbon that is
stored in forests is represented by carbon credits which are sold on carbon markets. People or
organisations that want to reduce their emissions impact can do so by purchasing REDD+ credits
and a certain percentage of the proceeds are given to forest-dwelling communities.’

With 60% of the country’s surface area covered by forests, Papua New Guinea (PNG) is home to
the third largest area of intact tropical forests in the world. A large portion of the country’s
greenhouse gas emissions come from the use of land and forests. A well-established forestry sector
concentrating on the extraction and export of logs contributes approximately US$297 million to
PNG'’s national economy each year.? Carbon, as an alternative commodity for trade, has recently
been included as part the government’s drive to promote environmentally sustainable economic
growth.

Whilst REDD+ is seen as having enormous potential in PNG, challenges may lie ahead. PNG
scored 25 out of 100 in Transparency International’s 2012 Corruption Perceptions Index® - which
scores countries according to how corrupt their public sector is perceived to be, with 0 representing
highly corrupt and 100 very clean. The country’s forestry sector is also characterised by a lack of
transparency and accountability mechanisms, persistent allegations of corrupt practices* and
significant losses to the government purse.® Several inquiries and independent reviews in the
forestry sector since the 1980s have resulted in few longstanding reforms to forestry governance.6
The most recent of these - the Commission of Inquiry (COl) into the Special Agriculture and
Business Lease — was into allegations that a large percentage of 5.2 million hectares of land was
fraudulently obtained on the pretext of being used for agroforestry. It has however been claimed
that many of these leases have resulted in clear-fell logging without the knowledge and consent of
customary landowners. The inquiry began in July 2011 and an interim report was released to the
Prime Minister in March 2013.” Civil society has expressed concern over the amount of public
money that is being spent as a result of what they consider to be an inefficient and drawn-out
process.? REDD+ will draw on many of the same institutions, legislation and processes which were
involved in this inquiry.

Challenges have also emerged in the on-going process of drafting PNG’s national REDD+ policy
and support legislation. First steps were taken when in October 2008, a REDD+ readiness roadmap
was developed by a joint mission of development partners.? Some key policy documents include the
UN-REDD National Joint Programme approved by the UN-REDD Policy Board in November 2010,
the Forest Carbon Partnership Facility (FCPF) Readiness Preparation Proposal (R-PP) the latest
draft of which was submitted in March 2013, and drafts of a number of PNG government policies
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and strategies.'® Many of these documents have faced criticism for their lack of stakeholder
consultation and transparency. "’

The institutional set-up for REDD+ in PNG has also drawn criticism. The initial Office of Climate
Change and Carbon Trade was abolished in 2010 following allegations of corruption and financial
mismanagement.'? This was replaced with the Office of Climate Change and Development — now
the main coordination body for climate change policy, which is hindered by a lack of capacity and
cumbersome coordination with the PNG Forestry Authority, the Department of Environment and
Conservation,' and other government agencies. Despite these challenges, a number of REDD+
type activities by the PNG government, development partners, civil society organisations and the
private sector are already underway.'* This work is being funded from four main sources: UN-REDD
(US $6.4 million), AusAlID (nearly US $3 million)', the Japan International Cooperation Agency (US
$8-10 million) and the European Commission (US$1.4 million)'®. Some of these activities have
already attracted criticism."”

In an effort to maximise the potential of these funds, Transparency International Papua New Guinea
(TI PNG) has embarked upon a process to assess corruption risks in REDD+ and address them
proactively. This document sets out a summary of the main findings of this analysis carried out by
TI PNG between May 2011 and September 2012. It is not an assessment of concrete corruption
cases but rather a risk assessment that diagnoses risks so that they can be proactively addressed
before large sums of money begin flowing. The assessment points to specific weaknesses in policy
and practice, with a view to assisting TIPNG and other concerned groups in identifying priority areas
for reform and appropriate advocacy and policy interventions. This information also provides
benchmarks for measuring further developments in-country. If undertaken iteratively over time, the
assessment could be used as a monitoring tool to evaluate overall progress or regress. In order to
ensure an effective link between assessment and policy reform, the assessment embraced a
participatory approach, providing opportunities for stakeholder input and engagement throughout.

This document sets out a brief description of the methodology, followed by a summary of the main
findings of the analysis, and a series of conclusions and recommendations for reform.

METHODOLOGY

TI PNG’s research was guided by a methodology developed by Tl and included in the manual
Keeping REDD+ clean: a step-by-step guide to preventing corruption.'® The manual was developed
to assist civil society organisations in conducting a systematic corruption risk assessment that leads
to effective and targeted advocacy for change. It provides a framework to identify and prioritise the
corrupt practices that pose the greatest risk to REDD+ — practices that would have the greatest
impact and are the most likely to occur. Within this framework, corrupt practices are clustered under
five key risk components: policy, legislation and regulations, financial and economic flows,
application activities, reporting and monitoring, and enforcement (see box 1 below). Finally, the
manual helps users analyse existing anti-corruption instruments whose implementation should be
monitored in order to assess changes in the highest-risk practices.
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Box 1
Key risk components

Policy legislation and regulation: This refers to the overarching policies that govern how
actors within the sector operate. REDD+ policy and regulation will be developed and will
have a significant impact on forest carbon projects. New legislation may also be introduced
to address carbon trading schemes.

Financial and economic flows: REDD+ finance is intended to provide compensation to
the state or landowner for potential lost revenue. It should also cover the costs of managing
and maintaining the standing forest. The revenue chain relates to four main streams: the
funding provided up front for project or strategy development (from donors, NGOs or
private actors), the revenue that should occur once proof of performance has been
established, the fees and taxes paid on this revenue, and how funds from all three are used
to benefit those currently relying on the forests for their livelihoods.

Application activities: In developing and implementing both a forest carbon project and a
national level strategy, many decisions and activities must be undertaken, including for
example the setting up of governance systems, the hiring of staff and the implementation of
safeguards.

Performance monitoring and reporting: The reporting chain, with transparency as a
mechanism of accountability and a fundamental component of good governance, should
help ensure the operation of the other four activity areas mentioned here. Within both forest
carbon projects and national REDD+ development, there will be some reporting on carbon
sequestration at the international level as well as (if required) at the national level.

Enforcement: This process is fundamental to both good governance and the sound
functioning of all other thematic areas. Robust enforcement relates not only to forestry or
carbon based regulations but also wider labour and environmental regulations. It involves a
large number of actors including forestry agencies, zoning boards, the police, customs,
finance ministries, government auditors and the judiciary.

TI PNG first had to adapt the methodology to the local context. This was achieved through extensive
consultations with a wide range of stakeholders between May 2011 and May 2012, including a desk
study of existing literature on REDD+, one-on-one discussions with a range of national level
stakeholders,'® engagement in existing multi-stakeholder fora such as the national REDD+ Sub-
Working Group , participation in external events on REDD+ in PNG?, visits to local communities in
Lae city and Bulolo town, and interviews at the regional level in the towns of Kimbe, Rabaul and
Kavieng.

These initial research activities pointed to a significant lack of knowledge on REDD+ developments
at the local level and among affected communities, and a number of on-going concerns about
existing governance challenges in the forest sector. As such the TI PNG team decided to conduct a
deeper analysis of four aspects of forest governance that are of key concern and have the potential
to negatively impact REDD+. Tl PNG'’s four key areas of focus fell under three of the key risk
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components as set out in table 1 below. The table also contain an explanation for the rationale for
the selection.

Table 1
Four areas of focus for TIPNG risk assessment

POLICY LEGISLATION AND REGULATION

REDD+ Policy Development: The legal ownership of land and carbon by customary
landowners is protected under PNG'’s constitution. It is currently anticipated that once
landowners register a piece of land for REDD+ development, they could give up their property
rights for the duration of the project. In return, they would be paid land rent for the use of their
land on an annual basis and carbon trade money at the end of the agreed trade period.
Participants were keen to explore this further and to identify and address any loopholes that
may endanger their rights to their land.

FINANCIAL AND ECONOMIC FLOWS

Financial flows and benefit sharing: Sharing the proceeds and benefits of REDD+ equitably
and transparently will be essential for its long-term success. Several benefit sharing
mechanisms have been proposed to the government from a variety of actors but the
government is still considering its options. Participants were particularly keen to spend more
time considering the potential for irregularities to ensure that anti-corruption safeguards could
be advocated for and built in from the outset.

APPLICATION ACTIVITIES

Formation and functioning of Incorporated Land Groups (ILGs): In order to be recognised
in the country’s legal system and to enter into agreements concerning their land, customary
land owners need to register as ILGs. Two relatively new pieces of legislation - the 2009 Land
Group Incorporation Act and the 2009 Land Registration Act — govern the rules concerning
how these groups can be used to engage with third parties on development or natural resource
exploitation. Significantly, when land is committed for development in PNG (including REDD+),
customary land use rights are suspended for the agreed duration of the project. Developers
are required to hold discussions with ILGs about benefit sharing — who profits from the project
and by how much during this period. Participants were keen to explore this further and in
greater detail to identify and address any loopholes that may be corruptly exploited to their
detriment.

Granting of permits and concessions: Participants pointed to several amendments to the
1991 Forestry Act, which they felt made the system for awarding permits for logging less
demanding, thus watering down rigorous processes that had previously been in place. The
concern was that this has disempowered customary resource owners who have been
disenfranchised from the process. Given the possible challenges with the allocation of areas
for REDD+ activities, participants were also keen to explore this aspect in greater detail to
ensure appropriate advance action could be taken to close loopholes.

SAFEGUARDING THE FUTURE OF REDD: PAPUA NEW GUINEA
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The subsequent implementation phase consisted of four workshops, held in the towns of Goroka,
Lae, Kimbe and the capital Port Moresby. Here, a risk map of potential corruption risks for REDD+
was drawn up by identifying together with these stakeholders key concerns for corruption in REDD+
according to the framework set out in table 1. These risks were then assessed and prioritised
according to their severity. Using the manual as a guide, stakeholders in each of the four locations
decided whether risks identified were of high, medium or low severity. Risks which they felt were
almost certain to occur and which would irreparably undermine REDD+ were ranked high. Risks
which they felt would occur rarely and which were likely to have no impact were ranked low. The
activities achieving the greatest number of “highs” for each component underwent further analysis
as outlined below in the findings section.

It should be noted that despite concerted efforts to engage them, the Papua New Guinea Forestry
Authority (PNGFA), the Office of Climate Change and Development (OCCD) and the Papua New
Guinea Forestry Industries Association (PNGFIA) did not participate in the workshops held to
identify potential corruption risks. They were however all engaged individually and provided
substantial feedback on this report, which is incorporated here. TIPNG would however welcome
further discussions to jointly identify areas of concern which can be strengthened.

FINDINGS

OVERVIEW OF RISKS

All activities raised as a concern during the implementation process are set out in Table 2 below.
The activities achieving the highest scores for that specific component (representing the highest
risk) are then considered in greater detail in the text that follows.

Table 2
Risk severity by key risk component

NUMBER OF
WORKSHOPS WHICH
RANKED RISK AS

POLICY LEGISLATIONANDREGULATION.

Policy formulation, development and review: The final policy will not

reflect the views of those affected — underpinned by intentional exclusion 3
of affected parties from the public consultation process.

Allocation of carbon rights: Allocation is hijacked by private interests 4
leading to the unfair allocation of rights and benefits.

Design of benefit sharing mechanism: Rightful landowners do not 3

receive a fair proportion of the benefit due to inadequate consultation as a
result of influence exerted by those with vested interests.
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Design and implementation of safeguards: Influence is exerted to
ensure that a REDD+ Policy is designed without safeguards in place to
protect interests of vulnerable parties.

Identification of who is responsible to conduct REDD+ activities:
Undue influence resulting in unqualified elites / people of influence being
allowed to take the lead in the implementation of REDD activities.

FINANCIAL AND ECONOMIC FLOWS

NUMBER OF
WORKSHOPS WHICH
RANKED RISK AS

Coordination and approval of donor funding: Intentional overestimation
by recipient government agency of funds required allowing opportunity for
a portion to be diverted.

Use of donor and investor funds: Mismanagement and or
misappropriation of funds by government agencies and project developers.

Allocation of funds to ministries and agencies: Political influence may
dictate to where and to whom the funds are disbursed to resulting in the
diversion of funds away from activities.

Redistribution of REDD+ revenue: Mismanagement of revenue in order
that certain people are favoured to receive payments resulting in unfair
distribution of benefits between stakeholders.

Sale of credits on the voluntary market: Vulnerable communities are

deprived of benefits gained through the sale of credits through
manipulation and fraud.

APPLICATION ACTIVITIES

FORMATION AND FUNCTIONING OF INCORPORATED LAND GROUPS (ILGS)

NUMBER OF
WORKSHOPS WHICH
RANKED RISK AS

Determining rightful landowners through genealogy: Vulnerable 4

parties are excluded through the provision of fraudulent genealogies.

ILG application process: High levels of illiteracy facilitate the hijacking of 3

the application process to the detriment of vulnerable parties.

Lodgement of application to Lands Department: Through irregular 4

actions such as payment of bribes or extortion, false ILG applications are

accepted whilst genuine ones are rejected.

Assessment and issuance of ILG certification: Approval of non-genuine 4
SAFEGUARDING THE FUTURE OF REDD: PAPUA NEW GUINEA



applications by the lands department thereby officially confirming the
exclusion of the vulnerable parties.

GRANTING OF PERMITS AND CONCESSIONS

Allocation of forest resource management rights (forest zoning): 4
Misidentification of real landowners resulting in misallocation of land title.

Acquiring landowner rights: llliterate population are deprived of their 3
rights by individuals who fast track or skip over the correct process.

Tendering process (public tender): Manipulation of the tendering 4
process by those with vested interests.

Submission of bids: Bids accepted from companies that do not have a 4
sound financial background.

Selection and awarding of concession: Bias influences the process and
results in pre-selection of certain companies.

MOST SEVERE RISKS

The activities highlighted above as posing the greatest perceived risk to the effective implementation
of REDD+ in PNG are explored in greater detail below.

POLICY LEGISLATION AND REGULATION

The perceived risk here was felt to be high due to the uncertainty surrounding the nature and
implications of any future REDD+ policy. At the time of writing, there is no government policy on
carbon trade and REDD+ in place. A draft policy was made available to concerned stakeholders
during a series of consultations by the Office of Climate Change and Development in October 2012.
Participants never received a subsequent draft, but were instead informed that the policy has
passed to the next phase of ratification, where there are no longer any consultation requirements.?'
It is still unknown whether any of the inputs made have been taken on board. Two issues in
particular were raised as a concern: the allocation of carbon rights and the design and
implementation environmental and social safeguards.
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Allocation of carbon rights

Risk: Carbon rights are hijacked by private interests resulting in an unfair allocation of rights and
benefits. As a result, those who are intended to benefit from REDD+ - including forest dwelling
communities who live in and protect the forest — will miss out, thereby undermining REDD+.

Potential corrupt practices:

e Fraud, whereby the policy development process is manipulated through the abuse of
legitimate processes by people in a position of power.

e Nepotism and cronyism, leading to a few individuals benefiting at the expense of
landowners.

e Undue influence to ensure that weak regulation is put in place.

e  State capture, resulting in the state receiving an unfair proportion of benefits.

Design and implementation of environmental and social safeguards

Risk: REDD+ policy is developed without desired levels of transparency and consultation, including
the Free, Prior and Informed consent of local communities. This could mean that REDD+ policy
ultimately excludes safeguards that would protect the interests of vulnerable parties, or grievance
mechanisms for people to report wrongdoing. Similarly, those who are intended to benefit from
REDD+ - including forest dwelling communities who live in and protect the forest — will miss out
thereby undermining REDD+.

Potential corrupt practices:

e Undue influence or state capture by political or business elites, resulting in ineffective,
sub-standard or non-existent safeguards.

FINANCIAL AND ECONOMIC FLOWS

Transparent and equitable benefit sharing is essential for the effective and long-term success of
REDD+. Several benefit-sharing mechanisms have been proposed to the government, but it is yet
to decide on a suitable one. Three activities under this heading were considered to be high risk in
three of the four workshop groups. These activities: use of donor and investor funds, allocation of
funds to ministries and agencies and trade in the voluntary market, are further outlined below.
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LowW HIGH

RISK SCORE CARD CORRUPTION RIS

NUMBER OF WORKSHOPS WHICH RANKED RISK AS HIGH (OUT OF 4)

GRANTING OF PERMITS
AND CONCESSIONS

POLICY, LEGISLATION
AND REGULATION

FINANCIAL AND

FORMATION AND FUNCTIONING ECONOMIC FLOWS

OF INCORPORATED LAND
GROUPS (ILGS)

ACTIVITIES

POLICY FORMULATION, DEVELOPMENT AND REVIEW

ALLOCATION OF CARBON RIGHTS

DESIGN OF BENEFIT SHARING MECHANISM

DESIGN AND IMPLEMENTATION OF SAFEGUARDS

IDENTIFICATION OF WHO IS RESPONSIBLE TO CONDUCT REDD+ ACTIVITIES

POLICY LEGISLATION AND REGULATION

COORDINATION AND APPROVAL OF DONOR FUNDING
USE OF DONOR AND INVESTOR FUNDS

ALLOCATION OF FUNDS TO MINISTRIES AND AGENCIES
REDISTRIBUTION OF REDD+ REVENUE

SALE OF CREDITS ON THE VOLUNTARY MARKET

FINANCIAL AND ECONOMIC FLOWS

DETERMINING RIGHTFUL LANDOWNERS THROUGH GENEALOGY
ILG APPLICATION PROCESS

LODGEMENT OF APPLICATION TO LANDS DEPARTMENT
ASSESSMENT AND ISSUANCE OF ILG CERTIFICATION

FORMATION AND FUNCTIONING OF
INCORPORATED LAND GROUPS (ILGS)

ALLOCATION OF FOREST RESOURCE MANAGEMENT RIGHTS (FOREST ZONING
ACQUIRING LANDOWNER RIGHTS

TENDERING PROCESS (PUBLIC TENDER)

SUBMISSION OF BIDS

SELECTION AND AWARDING OF CONCESSION

GRANTING OF PERMITS AND CONCESSIONS



Use of donor and investment funds

Risk: Mismanagement of funds by government agencies and project developers. In this way,
finance that should be going towards the protection of forests is diverted and the incentive for
protection reduced again undermining REDD+.

Potential corrupt practices:

e Fraud, embezzlement and collusion resulting in the diversion of funds for private gain.
e Nepotism resulting in people who are not qualified for the position being responsible for
managing the funds.

Allocation of funds to ministries and agencies

Risk: Political influence dictates where and to whom the funds are disbursed, which in turn may
involve a middleman’s fee. This could mean that insufficient funds remain to develop projects or
implement activities, at the expense of vulnerable parties. In this way, finance that should be going
towards the protection of forests is diverted and the incentive for protection reduced again
undermining REDD+.

Potential corrupt practices:

e Undue influence, collusion, favouritism and embezzlement to divert funds for private
gain.

e Bribery to secure allocation of funds to a particular ministry/ agency.

e Fraud in providing paperwork that supports false allocations and hides the costs of
middlemen.

Voluntary/ compliance carbon trade

Risk: Vulnerable communities could be deprived of benefits gained through the sale of carbon.
Again, those who are intended to benefit from REDD+ - including forest dwelling communities who
live in and protect the forest — will miss out thereby undermining the purpose of REDD+.

Potential corrupt practices:

e Fraudulent information about carbon pricing aimed at encouraging vulnerable
communities to sign up.

e Fraudulent data suggesting that levels of emission reductions are higher than they
actually are.

e  Fraud through the double counting of carbon credits.

e Collusion and embezzlement - negotiators purchase carbon credits from resource
owners for less than their market value and pocket the profits or share them with those
who assist them.

e Extortion by dishonouring agreements with landowners.

e Undue influence to centralise carbon rights so as to disempower landowners.
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APPLICATION ACTIVITIES

Under “Application Activities”, as noted above, participants were most concerned about the process
of Incorporated Land Group Registration and the process of awarding forest permits and
concessions. A more in depth analysis of both processes revealed seven activities of greatest
concern. Given that the risks refer to various aspects of one specific process, they are summarized
together rather than presented separately in contrast to the risks explored above.

Incorporated Land Groups

The process of land group registration, including the institutions involved, have in the past come
under criticism. For example, workshop participants who had engaged with the Department of Lands
and Physical Planning - the authority mandated with issuing ILG certificates - suggest that the
practice of giving bribes to facilitate ILG registration is widespread. This means that people claiming
to be owners of parcels of land may not in fact have any rightful claim to them. Participants identified
challenges as three stages of the process as being of greatest concern: the genealogy process
which is used to determine rightful landowners, the lodgement of an ILG application with the lands
department and the assessment and issuance of the ILG certificate.

Risk: For each of the three processes it was felt that the process could be manipulated with rightful
beneficiaries falling at the first hurdle by failing to prove their genealogy whilst those better
connected can. Furthermore, should they progress beyond this stage; an inability to navigate the
system at the point where they lodge their application can exclude them. Finally, even if their
application is taken in, behind the scenes dealing at approval stage can result in them losing out at
the last minute. All of these hurdles can lead to those who are intended to benefit from REDD+ -
including forest dwelling communities who live in and protect the forest — being excluded and
missing out thereby undermining the very purpose of REDD+.

Potential corrupt practices:

e Fraud, favouritism and nepotism meaning that land ownership could be legally
recognised on the basis of false documents.

e Bribery to approve documentation known to be incorrect or fake.

e Undue influence, collusion and intimidation leading to government officials failing to
identify proper landowners or confirm land surveys.

e Extortion through the use of delay tactics and demanding payments to complete the
application process.

e  Favouritism, nepotism, undue influence and bribery to avoid carrying out required cross-
checks.

e  State capture and undue influence to avoid proper consultation and registration
processes.
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Granting of permits and concessions

Workshop discussions further revealed a broad consensus that over the last twenty years forest-
related laws have evolved toward increasing government control of forest areas. Participants
pointed to the close relationships between industry, politicians, and forest officials and low levels of
transparency in the sector. They voiced their concern should these conditions carry over to REDD+
and highlighted four stages of the process as being of particular concern: acquiring landowner
rights; public tendering process; the putting forward of bids in response to a tender and the selection
of and award of a concession.

Risk: At the earliest stage, it was felt that illiterate members of the population would be deprived of
their rights by well-connected individuals who avoid or accelerate due processes such as
stakeholder consultations and push through a project quickly without knowledge or consent. At the
point where criteria for the tender are being set and advertisement takes place, it was felt that
manipulation could occur so as to be favourable to certain parties such as companies that do not
have a sound financial background (so called “K2” (Two Kina) companies) from whom bids would be
accepted.?? During the selection phase, further irregularities are expected to result in the pre-
selection of K2 companies or companies with a poor track record in terms of operating logging
concessions over genuine companies. Should such risks occur, the potential impact would be
significant. Vulnerable stakeholders and companies with a good track record would be brushed
aside fundamentally undermining the intent of REDD+ to ensure greater protection of forested
areas.

Potential corrupt practices:

e Undue influence, nepotism, cronyism and/or state capture from persons with vested
interests to be able to skip over proper consultations without censure, to influence the
setting of selection criteria and to gain permission to submit bids.

e Fraud through submission of forged documents.

e Bribery and extortion to facilitate an expedited process.

e Nepotism/ favouritism results in the acceptance of a bid that does not qualify and the
selection of non-genuine companies.

e  Collusion / bribery for example through a facilitation payment for the concession to be
awarded.

CONCLUSIONS

Following further in-depth discussion about the underlying causes of the priority risks, five key areas
of concern emerged. These challenges must be addressed in order to ensure against the potential
corruption risks identified above, and to guarantee that REDD+ contributes to emissions reductions
and benefits forest dwelling communities. These issues are summarised below. Recommendations
for how they may be addressed by public sector, private sector and civil society actors are outlined
in the next section.
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Capacity: Low capacity and motivation in relevant government departments/ agencies was
highlighted as a major cause of ineffective governance or corrupt abuse. For the ILG process, for
example, participants felt that capacity gaps and a lack of commitment on the Lands Department
staff were a concern, as well as the department’s emphasis on fast turnaround times for ILG
registration. This can mean that corrupt acts pass unnoticed.

Lack of enforcement: Participants consider that legislation implemented by government agencies
tasked with land registration, ILG registration, forestry and environment conservation is often
ineffectual.

llliteracy: High levels of illiteracy among landowners results in information asymmetries between
them and those seeking to benefit from the land. This was felt to be a cause for concern within the
ILG process and the policy development process. A lack of understanding of carbon markets in
communities means that landowners are vulnerable to fraud and manipulation regarding the real
value of their carbon resource.

Policy capture: Powerful or influential individuals might be in a position to ensure that policies are
formulated according to their interests rather than those of, for example, forest-dwelling
communities.

Consultations: Stakeholder consultations are a requirement under various national laws, but this is
often ignored or inadequately addressed. Broad-based, transparent and comprehensive
consultations are important for ensuring that necessary safeguards are incorporated into policy as it
develops, but also on a case-by-case basis during the design of local projects.

Transparency: There is a strong tendency towards opaque decision-making on land allocation,
policy formulation and the allocation of funding.

These findings reinforce TI PNG’s 2011 Forest Governance Integrity Report which found that
without transparent and adequate information on the forestry sector, it is impossible for the
independent monitoring of activities to take place. REDD+ could inherit these challenges, but it also
brings with it its own risks - providing highly technical information on carbon accounting in a form
that is accessible and comprehensible by forest resource holders, and insulating REDD+ policy and
related processes from manipulation so as to deprive landowners of their customary rights without
fair compensation.

RECOMMENDATIONS

Strengthen capacity building
All actors in the REDD+ sector should:

e Support landowners to build their capacity to participate in consultation processes and to
monitor the development and implementation of REDD+.
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Work with REDD+ pilot initiatives to assist landowner groups to pilot specific best
practice tools to improve transparency, accountability and integrity in REDD+.

Help build and strengthen capacity at the community level and in local and district level
government. This will help ensure that people can address and resolve governance
issues in a consistent and coordinated manner over time.

Work with private sector entities operating in the forestry sector to improve the depth
and scope of their commitments to transparency and their level of anti-corruption
reporting.

Monitor and provide support with the implementation and enforcement of social and
environmental safeguards.

Meaningful consultation

The lead government agency taking the lead in any draft policy development for REDD+
must ensure that a meaningful consultation process is undertaken amongst all REDD+
stakeholders by the establishment and implementation of meaningful consultation and
monitoring processes.

New policy development

When developing new REDD+ policy, the government should:

Ensure that agencies responsible for formulating REDD+ policy and for implementing
REDD+ activities incorporate integrity checks and balances at all stages from policy
design to project implementation. This should include establishing strict guidelines for
integrity screenings or background checks of potential staff and consultants, strict codes
of professional conduct, mandatory integrity training for staff, a strict conflicts of interest
policy and effective mechanisms to register and handle complaints.

Adopt legislation to protect whistle-blowers, and encourage the reporting of wrongdoing
through awareness-raising among public sector agencies, companies and the general
public.

Compliance with legislative requirements

Government agencies responsible for REDD+ should:

Adhere strictly to requirements for public procurement and tendering processes with an
emphasis on transparency and openness to scrutiny, such as through the use of
Integrity Pacts - agreements between the government agency offering a contract and
the companies bidding for it that they will abstain from bribery, collusion and other
corrupt practices for the extent of the contract.

Adhere strictly to requirements set out in existing legislation governing the Incorporated
Land Group process.

Implement and enforce access to information laws, which adhere to Article 19’s
fundamental principles.

Technical and financial support:

Donors should continue to provide technical and financial support to civil society. The
freedom and strength of civil society in PNG will be a key factor in determining whether
REDD+ will benefit citizens fairly and equally.

SAFEGUARDING THE FUTURE OF REDD: PAPUA NEW GUINEA



TI PNG further urges the government to ensure that the findings from the Commission of Inquiry into
the Special Agriculture and Business Lease is debated in parliament, that the report is made publicly
available, and that action is taken to revoke all permits that were fraudulently issued

In addition we endorse two specific recommendations outlined by Greenpeace in their August 2012
Up for Grabs®® report, namely:

e The development of a blacklist of corporations and individuals who have fraudulently
obtained landholders’ consent to ensure their exclusion from any future activity relating
to customary land.

e The strengthening of the Fairness of Transactions Act 1993 to improve remedies for
these landowners and to provide for impartial legal advice before they can enter into
contracts relating to their customary land.
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