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CARBON FUND OF THE FOREST CARBON PARTNERSHIP FACILITY

PARTIES:

RECITALS:

A.

B.

D.

EMISSION REDUCTIONS PAYMENT AGREEMENT
("Agreement”)

REPUBLIC OF CHILE ("Program Entity”). REPRESENTLED BY T'HE MINISTRY OF
FINANCE

CHILEAN INTERNATIONAL COOPERATION AGENCY FOR DEVELOPMENT
(“AGCID™)

and

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
("IBRD") IN ITS CAPACITY AS TRUSTEE OF TRANCHE A OF THE CARBON
FUND ("Fund™) OF THE FOREST CARBON PARTNLERSHIP FACILITY ("Trustee™)
PURSUANT TO THE CHARTER ESTABLISIING TIE FOREST CARBON
PARTNERSIHIP FACILITY ("Charter").

(hereinatier referred to together as “Parties™ and indiv idually as “Party™)

Pursuant to the Charter, the Executive Directors of the IBRID have established the Forest
Carbon Partnership Facility (“Facility™) tor the following purposes:

() To assist REDD Country Participants in their efforts to achicve Emission
Reductions from avoided deforestation and/or avoided forest degradation by
providing them with financial and technical assistance in building their capacity to
benefit from possible future systems of positive incentives for REDD:

(ii) To pilot a performance-based pay ment system for Emission Reductions generated
from REDD activities. with a view to ensuring equitable benefit sharing and

promoting future large scale positive incentives for REDD:

(iii) Within the approach to REDD. to test ways 1o sustain or enhance livelihoods of
local communities and to conserve biodiversity: and

(iv) To disseminate broadly the knowledge gained in the development of the Faceility
and implementation of Readiness Preparation Proposals and ER programs.

The ER Program is intended to be developed. implemented and operated in the Republic
of Chile subject to a Letter of Approval to be issued by the Host Country.,

The Program Lntity wishes to sell and the Trustee wishes to purchase and make payment,
upon the terms and conditions in this Agreement. for transferred Emission Reductions from
the ER Program.

The Program Entity. through the Ministry of Agriculture, instructs:

(1) The National Forest Corporation (“CONAF”) to implement the ER Program on

behalf of the Program LEntity in accordance with this Agreement:






Section 1.02 Inconsistency with Geueral Conditions

IMany provision of this Agreement is inconsistent with a provision ot the General Conditions. the provision
of this Agreement shall prevail to the extent of such inconsistency .

Article Il
FER Program Details

Section 2.01 Description of the ER Program
(a) The ER Program is: Emission Reductions Programme of Chile, as further described

in the ER Program Document.

(h) The Host Country is: Republic of Chile

Article I11
Conditions of Effectiveness of Sale and Purchase

Section 3.01 Conditions of Effectiveness to be fulfilled

The obligations regarding the sale. transfer and payment for Emission Reductions in Articles [H and V of
the General Conditions will not take effect until all of the conditions of effectiveness of sale and purchase
included in Schedule 1 to this Agreement (“Conditions of Effectiveness™). in form and substance
satistactory to the Trustee following consultations with the participants of Tranche A of the Fund
(“Tranche A Participants™). have been fulfilled.

Section 3.02 Conditions for benefit of Trustee

The Conditions of Effectiveness are for the benefit of, and may only be waived or deferred by, the Trustee.

Section 3.03 Termination of the Agreement

(a) If any of the Conditions of Eftectiveness have not been fulfilled by the Program Entity within
twelve (12) months from the date of this Agreement. as may be extended by the Trustee in
accordance with Section 3.03(a)(i) below ("Conditions Fulfillment Date"). the Trustee may. at its
discretion:

(i) extend the Conditions Fulfillment Date and. possibly. reduce the Contract ER Volume and
one or more Minimum Reporting Period Amount(s) by the amount of Emission Reductions
that, in the Trustee’s reasonable opinion, can no longer be expected to be generated and
transferred duce to the delay in the Condition Fulfillment Date: or

(1i) terminate this Agreement by written notice to the Program Entity.
(b) In case of termination of this Agreement pursuant to Section 3.03(a)(ii). the Program Entity shall.

within thirty (30) calendar days of receiving the request of the Trustee. repay to the Trustee any
unrecovered Advanced Expense Payment.






Section 4.04 Advauce Pavments

(a)

(b)

(<)

If requested by the Program Entity. through the Ministry of Agriculture. the Trustee may make
adhance payments on behalf of the Program Entity in the amount of the Tranche A Pro Rata Share
for any fees, charges. costs or other expenses charged by a Registry system or any other relevant
authority or entity in relation to Registration, issuance and forwarding of Contract ERs or
Additional ERs or the ER Transfer. payable by the Program Entity in accordance with Section
5.04¢a) of the General Conditions ("Advanced Expense Payment”).

In addition to Section 4.04¢a) the Program Entity . through the Ministry ot Agriculture, niay request
the Trustee to make an ER advance payment ("ER Advance Payment™) to the Program Entity for
Contract ERs and/or Additional ERs generated by the ER Program during a Reporting Period, as
evidenced in the ER Monitoring Report for that Reporting Period and pending subsequent tinal
Verification and ER Transfer. provided that any payment of any ER Advance Payment shall be
made by the Trustee only on the following conditions:

() The Trustee determines. in its sole and absolute discretion following consultations with
Tranche A Participants. whether it is willing to make an ER Advance Payment:

(i) The ER Advance Payment to be made by Tranche A of the Fund shall be Timited to the
Tranche A Pro Rata Share of such payment:

(iii)  The Program Entity has fulfilled all Conditions of Etfectiveness referred to in Section 3.01
and specified in Schedule | to this Agreement. in form and substance satisfactory to the
Trustee tollowing consultations with Tranche A Participants:

(iv) Upon all the conditions for the ER Advance Payment under subparagraphs (i). (ii) and (ii1)
above being fullilled. in form and substance satisfactory to the Trustee, the Trustee shall
notify the Program Entity accordingly and shall disburse the Tranche A Pro Rata Share of
the ER Advance Payment to the Program Entity within thirty (30) calendar days following
receipt by the Program Entity of such notification: and

(v) In the event that the subsequent final Verification Report for that Reporting Period verifies
an ER amount that is tess than the amount that was reported in the ER Monitoring Report
and the value of such Verified amount of Contract ERs and/or Additional ERs (i.c. Unit
Price/Exereise Price (as applicable) X Contract ERs/Additional ERs (as applicable)
gencerated during that Reporting Period (as evidenced in the final Verification Report)) is
less than the ER Advance Payment. the Trustee shall be entitled to recover the Tranche A
Pro Rata Share of the overpaid amount from any future Periodic Payment to be made to
the Program Entity under this Agreement for transferred ERs or, if no such subsequent
Periodic Payment will be due. request prompt repay ment ot such overpaid amount from
the Program Entity.

The Trustee shall be entitled to deduct any Advance Payment(s) made to the Program Entity,
through the Ministry of Agriculture. from time to time from the Periodic Payments due in
accordance with Section 4.03. If deduction of the Advance Payment(s) would make the Periodic
Payment tor that Reporting Period a negative number. the Trustee will carry forward any
outstanding Advance Payvment amount not deducted in that Reporting Period to the following
Reporting Period.






Agreement for the way such entities carry out their respective delegated responsibilities on behalf
of the Program Entits. In particular. in the event that CONAF and’or INFOR fail to observe.
implement or meet all requirements contained in the Benefit Sharing Plan and Safeguards Plans
provided for under this Agreement (including any feedback and grievance redress mechanism
provided for under the ER Program. the Benefit Sharing Plan and/or any Safeguards Plan). such
failure shall constitute an event of default by the Program Entity (Event of Default) under Section
16.01(a)(vii) of the General Conditions.

(H The ERPA Payvment Recipient Entity represents and warrants. as of the date of becoming a Party
1o this Agreement and again upon receipt of any ERPA Payment. the represeatations and warranties
listed in Sections 14.01 and 14.02 of the General Conditions nnuratis nnacindss. with the exception
of Section 14.02(¢). (d) and ().

Article V
Call Option

Section 5.01 Cull Option Specifications
(a) I'he Grantee is: Trustee
(b) The Grantor is: Program Lntity
Section 5.02 Call Option Volume and Exercise Price
(a) The Additional  In the event that the ER Program generates in a Reporting Period ERs in
ERs are: excess of the Contract ER Volume the Parties agree to grant the Grantee a

Call Option to purchase such additional ERs (“Additional ERs™).

Subject to the Maximum Option Volume (see below), the Grantee may
exercise the Call Option for all or part of Tranche A’s share in Additional
ERs and. if applicable. for any additional amount of Additional ERs for
which the Trustee of Tranche B of the Fund has not excreised its call option
in full after a Reporting Period under the Tranche B ERPA.

(b) Maximum 2.000.000 Additional ERs (Tranche A: 1.000.000 Additional ERs:; Tranche
Option Volume  B: 1.000.000 Additional EERs)
is:

(c) Exercise Price The Exercise Price per transterred Additional ER shall be negotiated and
is: agreed within sixty (60) calendar days following receipt of a final

Verification Report indicating that Additional ERs have been generated
under the ER Program during a Reporting Period. If the Parties cannot agree
on an Exercise Price within such time period. the Call Option shall tapse upon
the end of such time period for that Reporting Period. and that Reporting
Period only.

(d)  [Lxercise Period:  Within sixty (60) calendar days following agreement between the Parties on
an Exercise Price for Additional ERs.






Operational Manual and the provisions ot this Agreement. the provisions of this Agreement shall
prevail. Except as the Trustee shall otherwise agree. the Program Entity. through the Ministry of
Agriculture. shall not amend. abrogate or waive any provision ol the Benefit Sharing Plan
Operational Manual.

Article VIII
Host Country Withdrawal from Facility

For the avoidance of doubt, the Tost Country’s withdrawal from the Facility will not terminate this
Agreement or alter in any other respect the Program Entity's obligations under this Agreement.

Article IX
Sub-Project Arrangements

Scction 9.01 Development of Sub-Project Arrangements

(a) The Program Entity, through the Ministry of Agriculture, shall ensure that any Sub-Project
Arrangement contains the principal terms included in Schedule 5 to this Agreement and none of
the terms of the Sub-Project Arrangements are inconsistent with the terms of this Agreement.

(b) The Program Entity. through the Ministry of Agriculture, shall ensure that any Sub-Project Entity
complies with all of the requirements set out in the Sub-Project Arrangement.

Article X
Miscellancous

Section 10.01 Term of the Agreement

This Agreement will become effective on the date it has been duly executed by all Parties pursuant to
applicable legal procedures. Unless terminated earlier in accordance with the General Conditions or Section
3.03. this Agreement shall terminate upon transfer of all the Contract ERs and Additional ERs, if any. the
pay ment of Periodic Payments in respect thereof, and the repayment of any yet unrecovered and outstanding
Advance Pay ment amounts. if applicable. subject to the survival of provisions as identified in Section 18.11
of the General Conditions. but in any event by no later than December 31, 2025,

Section 10.02 Noticey

Any notice. communication. request or correspondence required or permitted under the terms of this
Agreement shall be in writing. in the English language (it being understood that any such communication
in a language other than English shall be of no force and effect), and shall be delivered personally. or via
courier, mail, or facsimile 10 the address and telecopier numbers provided below. In any case. in order to
maintain proper coordination by the Program Entity. the Program Entity shall be copied on all
communications relating to this Agreement.

For the Program Entity:

Ministry of Finance
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SCHEDULE 1

CONDITIONS OF EFFECTIVENESS OF SALE AND PURCHASE

Submission of'a final Benefit Sharing Plan which, based on the advance draft version of the Benefit
Sharing Plan provided by the date of this Agreement. takes into account specific guidance to be
provided by the Trustee, following consultations with I'ranche A Participants. on the outstanding
issues that need further clarification in the final version of the Benefit Sharing Plan, as well as the
Benefit Sharing Plan Operational Manual. as may be updated from time to time with prior
agreement of the Trustee:

Submission of evidence demonstrating the Program Entity s ability to transfer Title to ERs, free of
any interest. Encumbrance or claim of a Third Party:

Submission of the exceuted Subsidary Agreement between the Program Entity. through its Ministry
of Agriculture, CONAF. AGCID (as the ERPA Payment Recipient Entity ) and INFOR under terms
and conditions aceeptable to the Trustee. and subject to the Trustees prior review of and consent

to the draft of such Subsidiary Agreement; and

The Program Lntity has taken all necessary actions to duly authorize or ratify this Agreement.

-11 -






SCHEDULE 3

FR TRANSFER FORM

[LETTERHEAD OF PROGRAM ENTITY|

TO:  The International Bank tor Reconstruction and Development as Trustee of Franche [A]IB] of the
Carbon Fund of the Forest Carbon Partnership Facility

ER Transfer Form for the Reporting Period from ... [Date] .oeecio to e [ Dated ...,

We refer to the Forest Carbon Partnership Facility Emission Reductions Payment Agreement dated | ]
between [ ] ("Program Entity") and the International Bank for Reconstruction and Development. as
Trustec of Tranche A of the Carbon Fund of the Forest Carbon Partnership Facility ("IBRD” or "Trustee")].
as amended] ("ERPA™). Capitalized terms used and not specifically defined herein shall have the meanings
assigned thereto in the ERPA.

1. Notifieation of Transfer of ERs

In accordanee with the ERPA. we hereby notity the Trustee that the following amount of Verified ERs has
been transterred to the Trustee for this Reporting Period in accordance with the ERPA:

. _ERs.as Verified by Verification Repont dated [INSERT DATE] of which
ERs are Contract ERs and. if any. ERs are

Additional ERs.

For the avoidance of doubt. by having transterred the above ERs, we also have transterred and assigned to
the Trustee the right to cause those ERs to be forwarded into any Registry Account(s) of the Trustee’s
nominee(s) in accordance with any modality. procedure. process or mechanism established by any relevant
authority. entity or registry.

2. Invoice and Periodic Payment

We caleulate that the gross payment amount for transferred ERs for this Reporting Period. before deducting
the Advance Payment(s) and Taxes which the Trustee is entitled to deduct under the ERPA. is:

JUSS]
Plus (if any)

[[USS][Unit Price] X [Volume of transferred Contract ERs|

’

{USS] HUSSH Exercise Price] X [Volume of transferred Additional
ERs]]

Lquals

[USS] [gross payment amount|

Please pay the gross pay ment amount. less any Advance Paviment(s) and Taxes which the Trustee is entitled
to deduct under the ERPA (Periodic Payment) to the following bank account. in accordance with the ERPA:

Name of Payvee™s Bank: XXX






SCHEDULFE 4

EXERCISE NOTICE

[LETTERHEAD OF GRANTEE)]
TO: [Granior)
Exercise Notice for |[insert Reporting Period)

We refer to the Emission Reductions Payvment Agreement dated [INSERT DATE] ("ERPA") between | |
("Program Entity") and the International Bank for Reconstruction and Dey elopment ("IBRD"). as trustee
of Tranche A of the Carbon Fund (“Fund™) of the Forest Carbon Partnership Facility ("Trustee”). which
includes the “International Bank for Reconstruction and Development General Conditions Applicable to
Emission Reductions Payment Agreements for Forest Carbon Partnership Facility Emission Reductions
Programs” dated November 1, 2014 ("General Conditions”). Capitalized terms vsed and not specifically
defined herein shall have the meanings assigned thereto in the ERPA and the General Conditions.

For the Reporting Period beginning [ XX| and ending [ XX]. the Grantee hereby exercises its Call Option
from the Grantor on the same terms and conditions as set out in the ERPA and transferred in accordance
with the following:

Grantor: Program Entity

Grantee: Trustee of Tranche A of the Fund

Registry Account: | insert if known|

Quantity of Additional ERs: Linsert)

Exereise Price: [insert price per ER as agreed pursuant (o the ERPAA|

Exercise Completion Date: [Insert dute [90] calendar davs from the dare of this
Notice]

Dated:

For and on behalf of
[insert legal name of Grantee| by its Authorized Representative

Authorized Representative

Please print name















