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OVERVIEW

This case study focuses on Visién Amazonia’s REDD' Early Movers (REM) Il program. Through an agreement
with Banco Agrario de Colombia and with the support of the Fund for Biodiversity and Protected Areas (Fondo
Patrimonio Natural), the financial mechanism of the REM Visiébn Amazonia Program, the initiative seeks to
promote green financial growth as a means to conserve the Amazon and mitigate the impacts of climate change.
The REM Il Vision Amazonia Program is a multistakeholder initiative between the Governments of Colombia,

Germany, the United Kingdom, and Norway aimed at curbing deforestation in the Colombian Amazon.

The financial instruments designed under REM Vision Amazonia are implemented in partnership with Banco
Agrario de Colombia. It targets small-scale agricultural producers, providing financing for investments in
productive systems in the Amazon region that enhance modernization, competitiveness, sustainability, and forest

conservation.

Building on REM | (2020-2023), REM Il (2023-2026) focuses on transforming active deforestation hotspots into
Forest and Biodiversity Development Hubs (Nucleos de Desarrollo Forestal y de la Biodiversidad, NDFyB).
These hubs aim to enable communities to halt deforestation while improving their quality of life through the
sustainable use of timber and non-timber forest products.

REDD Early Movers (REM |) (2020-2023)

REM | marked the first phase of financial cooperation between the Governments of Norway, the United Kingdom,
and Germany, through the German Development Bank (KfW), and the Government of Colombia. This phase was
implemented under the Vision Amazonia Program, led by Colombia’s Ministry of Environment and Sustainable
Development and financially executed by Fondo Patrimonio Natural.

Its objective was to reduce deforestation in the Amazon region, incentivize forest conservation, and promote
sustainable production models. Through the results-based payments mechanism called Reducing Emissions
from Deforestation and Forest Degradation (REDD+), the program recognized verified achievements in reducing

emissions associated with forest cover loss.

" Reducing Emissions from Deforestation and Forest Degradation (REDD)
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During this phase, more than 12,000 smallholder families benefited from program interventions. A total of
318,644 hectares were placed under conservation agreements, and over 1.2 million hectares were brought
under sustainable forest management — laying the foundation for a low-carbon rural development model in the

Colombian Amazon.

REM Il (2023-2026)

REM Il represents the second phase of this multi-stakeholder initiative. It was launched by the Governments of
Colombia and Germany, through the German Development Bank (KfW), with support from the Governments of
Norway and the United Kingdom. In Colombia, the program is implemented under the leadership of the Ministry

of Environment and Sustainable Development through the Vision Amazonia Program.

The objective is to recognize and compensate for early results in reducing emissions from deforestation and
forest degradation through results-based payments, while simultaneously promoting green finance and the

conservation of the Amazon rainforest.

It aims to transform six active deforestation hotspots into Forest and Biodiversity Development Hubs (NDFyB) by
providing technical and financial support to smallholder producers, rural communities, and Indigenous Peoples.
Through the promotion of sustainable agro-environmental practices, the program contributes to Colombia’s
national climate and biodiversity goals.

The agreement between REM II's financial implementer, Fondo Patrimonio Natural, and Banco Agrario de
Colombia is designed to facilitate access to green credit for smallholder rural producers in the Amazon region
under the Vision Amazonia Program framework. The arrangement constitutes a results-based financial
instrument in which capital compensation is directly linked to compliance with conservation and sustainable forest

management commitments.

Under this agreement, the REM |l financial implementer acts as an administrator and a channel for international
resources provided by the Government of Germany (through KfW), with co-financing from Norway and the
United Kingdom. These resources are transferred to Banco Agrario to establish a capital compensation fund,
which can cover up to 50 percent of the value of the loan granted to the producer, including the cost of
on-the-ground technical assistance.

Banco Agrario is responsible for originating and managing the green loans extended to individual or associated
smallholder producers whose projects are deemed technically, financially, and environmentally viable. The bank
conducts the credit assessment, disburses the loan, and applies the capital compensation incentive once
compliance with the signed conservation agreement has been verified. This verification takes place
approximately seven months after loan origination, at which point the incentive is applied as a reduction of
outstanding principal rather than as a subsidy toward monthly installments.
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The Vision Amazonia Program, led by the Ministry of Environment and Sustainable Development, plays a
technical and coordinating role within this structure. It is responsible for overseeing program implementation,
providing field-level technical assistance through agricultural extension service providers, and verifying
conservation commitments on financed properties. It also ensures that investments comply with the guidelines of
Colombia’s Forest and Carbon Monitoring System (Sistema de Monitoreo de Bosques y Carbono - SMByC),

managed by IDEAM, thereby ensuring traceability and transparency of environmental results.

Once Visiébn Amazonia validates compliance reports and Fondo Patrimonio Natural approves the results, Banco
Agrario is authorized to apply the corresponding capital compensation incentive to the producer’s loan. This
structure creates an innovative financial mechanism that integrates credit management with verified
environmental performance, promoting rural financial inclusion while advancing effective conservation of the

Amazon.

Graphic 1. REM Il Flowchart
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REM 1l targets smallholder rural producers located in the departments of Caqueta, Guaviare, Meta, and
Putumayo, which form part of the Forest and Biodiversity Development Hubs (NDFyB) defined under the
program. Under REM lI, the 12 municipalities currently prioritized are located in the departments of Caqueta and
Guaviare. These territories are active deforestation hotspots in the Colombian Amazon and constitute priority

intervention areas for promoting sustainable, low-carbon rural development.
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Eligible beneficiaries include individual or associated producers engaged in sustainable productive activities that
contribute to forest conservation and deforestation reduction. Eligible activities include:

e Non-timber forest products, primarily the harvesting and cultivation of acai (Euterpe oleracea).
e Compact forest plantations and/or assisted natural regeneration.
e Agroforestry systems with crops such as cacao, rubber, chontaduro, copoazu, or cacay.
e Amazonian aquaculture using native species.
Livestock reconversion through the implementation of sustainable silvopastoral systems.

e Productive infrastructure and water management works aimed at improving productivity and sustainability of
the financed systems.

Each credit application submitted to Banco Agrario de Colombia must specify the eligible activity or set of
activities to be implemented on the beneficiary’s property. A single producer may access more than one loan,

provided that the projects are distinct, technically viable, and supported by independent repayment sources.

As a prerequisite, all borrowers must sign a Conservation Agreement, which conditions access to the capital
compensation benefit under the Green Financial Instrument (IFV). The agreement stipulates that:

“Access to the capital compensation benefit under the Green Financial Instrument (IFV) is conditional upon the
signing and fulfillment of this voluntary agreement, which guarantees the conservation of a minimum of 10
hectares of natural forest, the control of deforestation, and the implementation of sustainable agro-environmental
systems within existing conservation areas on my property, in order to prevent degradation of strategic
ecosystems, maintain ecosystem services, ecological connectivity, and landscape-level conservation priorities.”

Compliance with this agreement is verified by the Visidon Amazonia Program through agricultural extension
service providers who conduct technical visits and field monitoring reports. Subsequently, Fondo Patrimonio
Natural validates the conservation results and authorizes Banco Agrario to apply the capital compensation

incentive, which is implemented as a reduction in the outstanding loan principal.

This eligibility and compliance framework reinforces the results-based nature of the Green Financial Instrument
(IFV), aligning financial incentives with verified environmental achievements in conservation, restoration, and

sustainable natural resource management in the Colombian Amazon.
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FUNDING SOURCES AND COMMERCIAL TERMS

The Green Financial Instrument (IFV) under REM Il is implemented through a capital compensation agreement
signed between Fondo Patrimonio Natural (the financial mechanism of Vision Amazonia’s REM Il) and Banco
Agrario de Colombia. The purpose of this arrangement is to facilitate access to green credit for smallholder rural

producers in the Amazon region.

The scheme is financed through grants provided by the Government of Germany, through the German
Development Bank (KfW), with support from the Governments of Norway and the United Kingdom. These
resources are administered by Fondo Patrimonio Natural, operating as the financial mechanism of REM Il, which
transfers the incentive funds to Banco Agrario for application upon verification of compliance with conservation

agreements.

Under the agreement, REM Il committed a total of COP 6.3 billion (equivalent to USD $1.46 million?) exclusively
to cover principal compensation for loans that meet the program’s environmental conditions. These resources

were transferred to Banco Agrario through six scheduled disbursements.

Banco Agrario de Colombia, as the executing financial institution, originates the green loans to smallholder rural
producers, assumes full credit risk, and applies the principal reduction incentive once Visién Amazonia verifies

compliance with conservation commitments.

Based on the committed resources, the agreement has a total lending potential of COP 16.3 billion (equivalent
to USD $3.77 million3). As of October 31, 2025, COP 15.304 billion (equivalent to USD $3.54 million*) had been
disbursed, representing more than 90 percent execution. A total of 686 rural producers benefited from the
instrument, with an average loan size of COP 22.4 million (equivalent to USD $5,182%). Of the total disbursed
portfolio, 95 percent corresponded to livestock reconversion projects, and the remaining 5 percent to Amazonian

aquaculture, non-timber forest products, forest plantations, and agroforestry systems.

Loans are granted for up to COP 25 million (equivalent to USD $5,784¢) per beneficiary and may finance both
working capital and investment expenditures, depending on the nature of the project. Loan tenor is aligned with
the productive cycle of the financed activity, with a maximum term of 36 months for working capital and up to 15

years for investment loans.

2 Average exchange rate in the calendar year 2023, from Investing.com’s historical exchange rate tool.
3 Average exchange rate in the calendar year 2023, from Investing.com’s historical exchange rate tool.
* Average exchange rate in the calendar year 2023, from Investing.com’s historical exchange rate tool.
5 Average exchange rate in the calendar year 2023, from Investing.com’s historical exchange rate tool.
5 Average exchange rate in the calendar year 2023, from Investing.com’s historical exchange rate tool.
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The environmental incentive consists of a principal reduction of up to 50 percent of the loan amount, subject to
verified compliance with the Conservation Agreement. The maximum compensation per producer is COP 9.5
million (equivalent to USD $2,1987), applied in a single installment during the seventh month following
disbursement, once the technical compliance report has been validated by Vision Amazonia and approved by
Fondo Patrimonio Natural. The incentive is applied directly to the outstanding principal balance, thereby reducing

total debt rather than monthly installments.

Operationally, the incentive flow functions as follows: Vision Amazonia, through its agricultural extension service
providers, conducts technical assistance visits and monitoring to verify both loan use and conservation
commitments. Based on this report, the REM Il Financial Mechanism (Fondo Patrimonio Natural) authorizes
Banco Agrario to apply the corresponding principal reduction. This structure establishes a direct link between

environmental performance and financial benefit, ensuring traceability and transparency throughout the process.

TECHNICAL AND OPERATIONAL PARTNERSHIPS

Table 1. Key Stakeholders

Stakeholder Role

Government of Germany (KfW) Originator and primary funder of the REDD Early Movers (REM) Program at
the global level. Channels international climate finance resources to Colombia
through Fondo Patrimonio Natural as part of Germany’s results-based
payment policy for emissions reductions from deforestation and forest

degradation (REDD+).
Governments of the United International co-financiers of REM Il, complementing Germany’s contributions
Kingdom and Norway and supporting the implementation of the results-based payment framework

for deforestation reduction in the Colombian Amazon.

Fondo Patrimonio Natural - Financial mechanism of the REM Il Vision Amazonia Program. Transfers
Eondo para la Biodiversidad y principal reduction incentives to Banco Agrario upon verified compliance with
Areas Protegidas conservation agreements. Oversees financial execution of the program, while

Visiébn Amazonia validates and authorizes the application of capital
compensation. Additionally coordinates field-level technical assistance and
reports progress to KfW.

Vision Amazonia (Program led by Responsible for the technical and territorial implementation of REM II.
the Ministry of Environment and Coordinates interventions within the Forest and Biodiversity Development
Sustainable Development of Hubs (NDFyB), leads producer-level technical assistance through agricultural
Colombia) extension service providers, and verifies compliance with conservation

commitments in the field. Submits technical compliance reports to Fondo
Patrimonio Natural and uses data from the Forest and Carbon Monitoring
System (SMByC) managed by IDEAM to validate environmental results.

Institute of Hydrology, Meteorology Colombia’s national Monitoring, Reporting, and Verification (MRV) authority.
and Environmental Studies Provides official data on forest cover, deforestation, and carbon stocks through
(IDEAM) the SMByC, forming the basis for certification of conservation results and

performance-based payments.

7 Average exchange rate in the calendar year 2023, from Investing.com’s historical exchange rate tool.
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Table 1. Key Stakeholders (continuation)

Stakeholder Role

Banco Agrario de Colombia Executing financial institution of the Green Financial Instrument (IFV) of the
REM Il program. Originates green loans to smallholder rural producers,
manages the credit portfolio, assumes full financial risk, and applies principal
reduction incentives once Visiébn Amazonia and Fondo Patrimonio Natural
validate compliance with conservation agreements. Ensures inclusive access
to credit and promotes sustainable production models.

Smallholder Rural Producers Direct beneficiaries of the program. Access green loans from Banco Agrario,
implement sustainable productive activities, and sign the Conservation
Agreement, committing to conserve at least 10 hectares of natural forest,
avoid deforestation, and adopt agro-environmental practices on their
properties. Their environmental performance determines eligibility for the
financial incentive.

ALIGNMENT WITH PUBLIC POLICY

REM II, implemented through the Vision Amazonia Program of the Ministry of Environment and Sustainable
Development (MADS), is designed to align closely with Colombia’s public policies on forest conservation, climate

change mitigation, and rural financial inclusion.

Its results contribute directly to the achievement of national climate and forest commitments, in coherence with
the National REDD+ Strategy (ENREDD+), the Comprehensive Strategy for Deforestation Control and Forest
Management (EICDGB) “Forests: Territories of Life”, the Green Growth and Low-Carbon Development Strategy
(ECV-DBC), and the Regional Land Use Planning Model for the Amazon (MOTRA).

MADS, through Visiébn Amazonia, leads institutional coordination and technical implementation of the program,
ensuring consistency with national policy frameworks. Fondo Patrimonio Natural serves as the financial
mechanism, administering international cooperation resources provided by KfW (Germany), Norway, and the

United Kingdom, and applying conservation incentives validated by Vision Amazonia.

The Institute of Hydrology, Meteorology and Environmental Studies (IDEAM), through the Forest and Carbon
Monitoring System (SMByC), provides the official data for Monitoring, Reporting, and Verification (MRV) of
program results, ensuring technical traceability of progress in deforestation reduction and forest conservation.

At the territorial level, REM Il supports local and regional governments in integrating deforestation control and
sustainable agro-environmental development targets into their Development Plans. It also strengthens the
Amazon Regional Administrative and Planning Region (RAP Amazonia) as a platform for regional coordination.
Furthermore, the program promotes the participation of research institutes, producer associations, and
Indigenous communities, fostering participatory territorial governance oriented toward conservation and

contributing to the sustainable development of the Colombian Amazon.
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ANALYSIS OF THE REM Il PROGRAM

1. The Amazon Dimension

The Colombian Amazon presents a highly challenging operating environment due to the long-standing conflict
between the government and various armed groups, including illegal armed actors and criminal organizations.
The region remains economically underdeveloped, and many public services that are comparatively advanced in

other parts of Colombia are not readily accessible in the Amazon.

Smallholder farmers in the departments where the program operates can broadly be grouped into three borrower
profiles: (i) peasant families who settled in Caqueta and Guaviare during twentieth-century colonization waves
and are now seeking to transition from extensive cattle ranching to more diversified, lower-deforestation
production systems; (ii) Indigenous producers and local communities operating on collectively titled lands; and
(iii) producer associations and individual farmers investing in agroforestry (e.g., cacao, rubber, agai), compact or

assisted forest plantations, Amazonian aquaculture, and livestock reconversion through silvopastoral systems.®

The principal financing constraints in the Colombian Amazon include land tenure insecurity and associated
collateral barriers, physical access and connectivity challenges, and conflict-related risk.® Collective titles over
Indigenous reserves and Afro-descendant territories are inalienable and non-mortgageable, limiting their use as
collateral and complicating standard secured lending to Indigenous producers.™® Many non-Indigenous peasant
farmers also face weak or informal tenure arrangements. Geographic remoteness, poor infrastructure, and
limited market access increase transaction costs and information asymmetries, while gaps in digital coverage
and rural branch networks persist relative to urban Colombia. In addition, security-related frictions linked to armed
actors further depress private investment.

2. Market Differential and Financial Innovation
ALIGNMENT WITH THE NATIONAL GOVERNMENT

The design of the REDD Early Movers Il (REM II) Program aligns with Colombia’s legal and climate policy
framework by channeling results-based finance toward national emission reduction and deforestation control

objectives.

The program contributes to the implementation of Colombia’s updated Nationally Determined Contribution
(NDC), which sets an emissions target of 169.4 MtCO,e by 2030 and a pathway toward carbon neutrality by
2050. It also supports the country’s zero-deforestation target for 2030 and intermediate reductions established in
the National Development Plan 2022-2026, “Colombia: World Power of Life,” reporting progress through the

national Monitoring, Reporting, and Verification (MRV) architecture.

8 Patrimonio Natural. "Términos de Referencia LPN VA Il LPN 011-2024 Consultoria Firmas IFA." Julio de 2024.
9 Instituto Becker Friedman. "La economia de la deforestacion: evidencia de la selva amazonica". Marzo de 2021. Retrieved from
https://bfi.uchicago.edu/wp-content/uploads/2021/03/BFI_WP_2021-36.pdf

0 Centro para la Investigacion Forestal Internacional (CIFOR) y Centro Internacional para la Investigacion en Agroforesteria (ICRAF). "Reduccién de las
emisiones derivadas de la deforestacién y la degradacion forestal (REDD+): una revision de la literatura”. Retrieved from
https://www.cifor-icraf.org/publications/pdf_files/infobrief/6902-infobrief.pdf
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REM Il operates within the National Environmental System (SINA), established by Law 99 of 1993, and in
accordance with Decree 1076 of 2015 (the Unified Regulatory Decree for the Environment and Sustainable
Development Sector) and Law 1931 of 2018, which sets guidelines for integrating climate change management

into development and land-use planning instruments.

Operating within SINA implies that REM Il functions under existing environmental regulations, institutions, and
procedures. It coordinates with the Amazon Regional Autonomous Corporations (CARs), uses data from the
Forest and Carbon Monitoring System (SMByC) managed by IDEAM, and aligns with the policies, permitting
processes, and safeguards of the Ministry of Environment and Sustainable Development (MADS).

Through this institutional integration, program results feed directly into the national emissions and deforestation
tracking system, contributing to Colombia’s climate and forest objectives while consolidating a results-oriented

green financial innovation model.

COMPETITIVE ADVANTAGE

Beyond the preferential interest rate available to producers, the principal competitive advantage from the
borrower’s perspective is the opportunity for up to 50 percent of loan principal and associated technical

assistance costs to be covered through performance-based incentives.

From Banco Agrario’s institutional perspective, the participation of agricultural extension operators in monitoring
and investment control provides an additional advantage. This technical coordination strengthens credit
traceability, improves field-level oversight, and supports portfolio performance and repayment rates, reinforcing a
results-based green lending model.

REM Il is designed to operate in hard-to-reach areas. The Program Operational Manual (MOP) establishes
in-person and, where necessary, virtual verification visits conducted by Vision Amazonia. The program also
includes differentiated procedures for implementatvion in Indigenous territories, recognizing accessibility
constraints, permitting the use of alternative or community-based transport, encouraging community participation
in logistical support, and ensuring compliance with Indigenous governance protocols in accordance with national

legislation and international commitments.

INNOVATIVE FEATURES

The Green Financial Instrument (IFV) integrates environmental and social criteria into the credit origination
process. Access to credit is conditional upon compliance with the Conservation Agreement, which links borrower
financial benefits to environmental performance achieved on the property. Incentives are applied through

principal reduction mechanisms based on verified environmental performance, validated by Vision Amazonia.
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Information on forest cover change and deforestation reduction used by REM Il is sourced from the Forest and
Carbon Monitoring System (SMByC) administered by IDEAM, Colombia’s official data source. Program-level
Monitoring, Reporting, and Verification (MRV), however, is coordinated by Visién Amazonia, drawing on both

SMByC data and technical field reports prepared by agricultural extension service providers.

Comprehensive Technical Assistance
Beneficiaries receive six technical assistance visits during the first year of implementation:

e Visit 1: Socioeconomic characterization and baseline assessment of productive and environmental
conditions on the property.

e Visit 2: Mapping of the production system to identify conservation areas, natural regeneration zones, and
productive use areas.

e Visit 3: Investment control and verification of compliance with the Conservation Agreement.

e Visits 4-6: Farm-level planning, technical accompaniment, and productive strengthening of financed
activities.

These visits are conducted by agricultural extension service providers contracted by Vision Amazonia, who
prepare technical reports documenting hectares under conservation, natural regeneration, and productive
performance. Reports are reviewed and approved by Vision Amazonia prior to authorization of the financial

incentive by Banco Agrario.

Enfoque territorial y gestidn de nucleos de deforestacion.

REM Il adopts a territorial approach focused on Forest and Biodiversity Development Hubs (NDFyB),
prioritizing areas with high deforestation pressure in the departments of Caqueta y Guaviare.

The program concentrates technical assistance and green credit among producer groups located within the
same hubs, generating collective incentive effects that promote conservation and the transition toward
sustainable production models. This approach helps address local deforestation drivers, improve the supply of
agro-environmental goods, strengthen local capacities, and generate positive livelihood impacts across
Amazonian territories.
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3. Scalability Opportunities and Challenges

INNOVATIVE FEATURES

The program demonstrates strong potential for scaling within the Colombian Amazon. There is robust demand
and a well-developed project pipeline, with high uptake among diverse borrower profiles, including peasant
farmers, Indigenous producers, and producer associations. Program governance structures, institutional

partnerships, and operational systems are well established, having been in place for nearly a decade.

Its innovative design, anchored in performance-based incentives, integrated environmental criteria, and regular
technical assistance visits, supports compliance and measurable conservation impact. The territorial approach,
which targets deforestation hotspots and promotes group-based lending combined with technical assistance,
enables land-use change at scale. Continued support from donor governments would enhance the program’s

prospects for expansion and potential replication in other countries.

Results of REM I.

Under the REDD Early Movers | (REM ) Program, implemented through the Vision Amazonia Program of the
Ministry of Environment and Sustainable Development (MADS), significant progress was achieved in
conservation and sustainable production across the Amazon region. During its implementation, the program
supported the National Forest Inventory for the Amazon, promoted sustainable land management, and
strengthened the linkage between forest conservation and rural productive development.

As a result, 1,026 smallholder rural families benefited from green loans issued by Banco Agrario de Colombia
totaling COP 13,933,816,675 (equivalent to USD $3.22 million™). These investments supported sustainable
productive projects across 35,940 hectares, of which 12,562 hectares were designated as conserved forest
areas. Of the total credit disbursed, 72 percent financed livestock reconversion projects, contributing to the

transition toward sustainable silvopastoral systems and reducing pressure on Amazon forests.

These achievements laid the foundation for the second phase of the program, REM Il, which builds on REM I's
results to expand the reach of financial and conservation incentives, strengthen the results-based rural green

finance model, and scale its impact to a broader set of producers and territories in the Colombian Amazon.

SCALABILITY CHALLENGES

From a financial perspective, growth remains constrained by reliance on donor funding and governance
complexities associated with these financing mechanisms. Exchange rate volatility presents both operational and
financial risks, potentially leading to execution delays, increased administrative costs, and reduced purchasing
power of allocated resources. These risks intensify as the program expands territorially or incorporates additional

implementing partners, increasing complexity in budget and payment management.

"' Average exchange rate in the calendar year 2023, from Investing.com’s historical exchange rate tool.
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At the field level, scaling land-use transition finance must overcome high transaction costs, particularly in remote
areas, as well as adoption barriers for silvopastoral systems.'? Security challenges linked to armed and criminal

actors in certain Amazonian territories increase operational costs and elevate perceived investment risk.

In addition, portfolio risk management is constrained by collateral limitations. Collective land titles cannot be
mortgaged, and land tenure informality persists among both peasant and Indigenous communities. The program
is also exposed to broader land-use dynamics in departments such as Meta, Caqueta, Guaviare, and Putumayo.

These conditions often require greater technical assistance, accompaniment, and verification efforts per dollar

disbursed.

4. Replicability and Financial Sustainability

SPECIALIZED TECHNICAL ASSISTANCE

The experience of REM Il under the Visién Amazonia Program provides relevant lessons for other Amazonian
countries, particularly regarding the management of interventions in high-complexity territories. Replication of this
approach would require strong institutional leadership by national governments to coordinate public entities,
financial institutions, and international cooperation partners, as well as to mobilize diversified sources of
financing. Given the program’s structure and emphasis, the financial sustainability of any replication would
depend on blended schemes combining public resources, international cooperation funding, and, progressively,

scalable financial instruments capable of ensuring long-term sustainability.

COMMERCIAL INTEGRATION

The Green Financial Instrument (IFV) under REM Il is structured as a credit facility oriented toward
forest-compatible value chains focused on commercially viable products. Borrowers invest in productive activities
with established or emerging market access that generate environmental co-benefits, particularly in terms of

conservation and sustainable land use.

This sectoral focus is explicitly reflected in program documentation and public communications regarding green
credit, helping lenders and producers clearly understand eligible activities and accelerating pipeline
development.” Some REM Il borrowers are developing commercially viable agricultural businesses, with an
average loan size of approximately COP 17 million (equivalent to roughly USD $3,933'). Examples include
non-timber forest products such as agai, compact forest plantations, forest production through assisted natural
regeneration, agroforestry systems (rubber, cacao, chontaduro, copoazu, cacay), livestock reconversion through
silvopastoral systems, and Amazonian aquaculture for ornamental and food markets. The performance of these
producers. implementing projects that are both commercially and environmentally viable, demonstrates the
potential for replicating this approach in other territories with similar conditions.

2 Naturaleza. "El impacto de la conservacion de los bosques en la biodiversidad de la Amazonia". Retrieved from
https://www.nature.com/articles/s41598-023-39038-0

'3 Ministerio de Ambiente y Desarrollo Sostenible. "Créditos Verdes: Una Apuesta Financiera para Transformar el Uso del Suelo en la Amazonia." Retrieved
from https://visionamazonia.minambiente.gov.co/news/creditos-verdes-una-apuesta-financiera-para-transformar-el-uso-del-suelo-en-la-amazonia

* Average exchange rate in the calendar year 2023, from Investing.com’s historical exchange rate tool.
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BLENDED FINANCING STRUCTURE

REM Il combines non-reimbursable international grants with domestic credit capital, integrating two

complementary funding streams within the Green Financial Instrument.

International funds provided by the Governments of Germany (through KfW), Norway, and the United Kingdom
are administered by Fondo Patrimonio Natural and are allocated exclusively to cover principal reduction
incentives and associated technical assistance for green loans.

Banco Agrario de Colombia extends the loans using its own balance sheet resources, in accordance with its
internal credit and risk management policies. The conservation incentive is applied once Visidon Amazonia verifies

compliance with agreed environmental commitments.

This structure enables the alignment of international cooperation resources, focused on incentives and
environmental verification, with the bank’s core lending operations, thereby expanding the reach of green finance

and facilitating its integration into existing financial offerings.

Where necessary, producers may also access public guarantee mechanisms, such as the Agricultural Guarantee
Fund (Fondo Agropecuario de Garantias - FAG), which helps reduce barriers to rural credit access and

strengthen financial inclusion in Amazonian territories.

5. Social, Environmental, and Climate Impacts

REM Il has generated evidence of conservation progress at the national level, supported by the program’s
monitoring and tracking systems. Between 2019 and 2024, the Amazon Forest Incentive (IFA) engaged 3,390
households to protect 171,640 hectares of natural forest."”> These verified results provide evidence of the
potential of economic instruments, combined with monitoring mechanisms, to address deforestation pressures
while generating benefits for rural families. REM | contributed to a reduction in deforestation in the Colombian
Amazon from 144,000 hectares in 2017 to 44,000 hectares in 2023."® REM Il concludes next year and has

commissioned an independent impact assessment.

' Ministerio de Ambiente y Desarrollo Sostenible. "Cerrd el Incentivo Forestal Amazonico (IFA) que Durante 6 Afios Implementé REM Visién Amazonia.
Retreieved from https://visionamazonia.minambiente.gov.co/news/cerro-el-incentivo-forestal-amazonico-ifa-que-durante-6-anos-implemento-rem-vision-amazonia

6 Patrimonio Natural. "Siete Afios de Implementacién de REM Visién Amazonia en Cifras.” Retrieved from
https://www.patrimonionatural.org.co/siete-anos-de-implementacion-de-rem-vision-amazonia-en-cifras
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Table 2. Impact of REM | and REM 117

REM | (2020-2023) REM Il (2023-2026) (Data as of July 31, 2025)
e 1,026 producers reached (1,064 total financed e Currently supports 668 families (COP 15.3 billion
activities), distributed as follows: disbursed, equivalent to USD $3.54 million'®) with

o 72% livestock pasture reconversion 39,787 hectares under conservation.

o 14% agricultural activities ¢ Systemic change: Expanded access to viable
credit in frontier areas, integrating environmental
compliance into rural lending and strengthening
forest-compatible value chains

o 13% forestry activities

e COP 13.93 billion (equivalent to USD $3.22 million™®)
disbursed

¢ Conservation Results
o 35,940 ha under management
o 12,562 ha conserved
o 23,378 ha under sustainable production

6. Lessons Learned

REM II has generated important lessons regarding the implementation of the Green Financial Instrument,
particularly in the integration of financial, technical, and environmental components within a unified operational
model. The program’s experience suggests that linking financial benefits to verified environmental outcomes can
strengthen the design of conservation incentives and support the integration of environmental considerations into

rural credit risk management.

Key design features include the incorporation of environmental criteria into credit appraisal processes, alignment
with national Monitoring, Reporting, and Verification (MRV) systems, and continuous technical accompaniment
through field-based assistance during project implementation. The principal reduction incentive of up to 50
percent of the loan amount, contingent upon compliance with the Conservation Agreement, has functioned as an
effective mechanism to promote the adoption of sustainable agro-environmental practices and the conservation

of natural forest areas among smallholder rural producers.

These lessons contribute to the consolidation of a results-oriented green finance model and provide relevant
inputs for the design of future initiatives seeking to integrate conservation objectives with sustainable productivity
in the Colombian Amazon.

7 Informacion provided by Banco Agrario de Colombia. September 2025.
'8 Average exchange rate in the calendar year 2023, from Investing.com’s historical exchange rate tool.
' Average exchange rate in the calendar year 2023, from Investing.com’s historical exchange rate tool.
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8. SWOT Analysis

The following SWOT analysis was prepared by Magnitude Global Finance based on desk research and
consultations with representatives of Banco Agrario de Colombia. The content and conclusions presented herein
reflect solely the analysis and views of Magnitude Global Finance and do not necessarily represent the
perspectives of Vision Amazonia or Fondo Patrimonio Natural.

STRENGTHS

e Institutional capacity to operate in territories characterized by high geographic and socio-environmental
complexity, expanding access to rural financial services.

e Results-oriented approach that aligns financial incentives with the program’s environmental objectives.

e Conservation Agreement model that integrates verifiable environmental commitments supported by
established monitoring and oversight mechanisms.

WEAKNESSES

e Current reliance on international cooperation resources to finance the results-based incentive structure,
highlighting the need to diversify funding sources over the medium term.

* Need to further strengthen accompaniment and verification mechanisms to monitor the use of credit
resources in eligible productive activities.

OPPORTUNITIES

¢ |dentified demand within intervention territories and adjacent areas, creating opportunities for gradual and
targeted expansion of the model.

e Potential to deepen producer integration into sustainable value chains and formal markets.

THREATS

e Variable security conditions in certain Amazonian territories, which may affect operational costs and
program implementation.

¢ Influence of external factors beyond the program’s control, such as shifts in regional deforestation
dynamics, which may affect aggregated performance outcomes under the results-based framework.
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FINAL CONSIDERATIONS

The REDD Early Movers Il (REM II) Program provides relevant evidence and lessons on the implementation of
a results-oriented green finance model that integrates forest conservation with the promotion of sustainable
livelihoods in the Colombian Amazon. By linking financial incentives to verified conservation outcomes, the
program has structured mechanisms that align rural credit with environmental objectives within established
monitoring and verification systems. The requirement that each beneficiary conserve at least 10 hectares of
natural forest establishes a minimum environmental commitment threshold, while technical assistance and
investment monitoring mechanisms support compliance with agreements and the effective implementation of
financed projects.

The program’s design, combining international grant resources, credit capital, ongoing technical assistance, and
systematic monitoring, has proven operationally viable within the Amazonian context and demonstrates
replication potential. REM Il incorporates differentiated operational mechanisms for remote areas, including
flexible reporting arrangements, field-based technical visits, and tailored procedures for Indigenous territories
that respect local governance structures and accessibility constraints. This territorial and group-based approach
strengthens sustainable value chains and supports the transition toward agro-environmental production models
compatible with forest conservation.

Overall, REM Il provides important inputs for assessing potential scaling and adaptation of the model in Colombia
and other Amazonian contexts. Its inter-institutional governance structure, technical partnerships, and integration
of environmental criteria into rural credit operations offer a reference framework for initiatives seeking to link
performance-based finance with national climate and forest objectives, consistent with the country’s long-term
environmental, social, and economic development goals.
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This work is subject to a Creative Commons license CC BY 3.0 IGO. The terms and conditions indicated in
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recognition must be granted to the Green Coalition Members.

This case study was developed by Magnitude Global Finance. The opinions expressed in this work are
those of the authors and do not necessarily reflect the views of the Green Coalition Members.
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