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Contribution of the UNDP-BIOFIN project to obtain the first ever Sustainable Destination Certificate was acknowledged by the Government of Sri Lanka- Chairman of Sri Lanka Tourism Development Authority presented a plaque to Resident Representative of UNDP to mark the occasion.
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[bookmark: _Toc339531581][bookmark: _Toc340564868][bookmark: _Toc203041850]Executive summary
[bookmark: _Toc203041851]Progress toward targeted results
[bookmark: _Hlk97656424]Validated BFP (following the validation of a PIR, BER, and FNA)
[bookmark: _Hlk97656650]Sri Lanka Biodiversity Finance Plan was adopted by the government in April 2019
[bookmark: _Hlk100567318]Sri Lanka BIOFIN project was initiated in 2018 with Phase I funding and is currently (2020 onwards) in the Phase II/Phase II Extended-funded implementation stage of its financial solutions. Three finance solutions selected from the Biodiversity Finance Plan have been implemented since 2019 and another one solution was initiated in 2023. Following are the key results of the four finance solutions achieved by the end of June 2025.
[bookmark: _Hlk112762400]FS 1 – Supporting the establishment of National Sustainable Tourism Certification Scheme for Sri Lanka: (estimated finance outcome: USD 4.026 million by 2024) 
	


[bookmark: _Hlk112762482]FS 2 – Support to operationalize the Sustainable Finance Roadmap of Sri Lanka: (estimated finance outcome: USD         7.57 million by 2025) 
[bookmark: _Hlk112762515]FS 3 – Payment for Ecosystem Services for Mini hydro Operations in Sri Lanka and upscaling to industries which use water in large scale:(estimated finance outcome: USD 33,844 by 2025) 
FS 4- Mitigating Human-Leopard Conflict and Conservation of Sri Lankan Leopard (Panthera pardus kotiya) through a livestock compensation mechanism. :(estimated finance outcome: USD 4,942 by 2025) 
[bookmark: _Hlk124066830]Finance solution 1: Supporting the establishment of National Sustainable Tourism Certification Scheme for Sri Lanka 
The objective of this FS is to strengthen the sustainability certification scheme for the accommodation sector, tour operations and key tourist destinations within Sri Lanka and to promote positive-biodiversity investments. 

[bookmark: _Hlk186811762]Progress by end of 2024
National Sustainable Tourism Certification system for accommodation sector and destination management were introduced in 2019 and 2020, respectively, and were aligned with the Global Sustainable Tourism Council guidelines. Thirty-seven hotels have already been certified and eleven destinations were currently working towards certification. In 2022 Sustainable Certification for Tour Operators was launched and Sustainable Tourism Unit (STU) was established at the Sri Lanka Tourism Development Authority as the focal unit at the national level to design, implement, monitor, and coordinate all the sustainability related initiatives including the National Sustainable Certification programme. 

With the initiative taken by STU, BIOFIN project hired an internationally accredited company to certify Sigiriya as the first sustainable destination in Sri Lanka. With the renewed interest of the government of Sri Lanka, multi-lateral development agencies and civil society organizations the certification work was continuing in 2024. The contributions of the Asian Development Bank (12 million USD) and USAID were some of the noteworthy investments. 

In 2023, the project was able to launch the tourism certification programme targeting the small and medium level tourism service providers. By the end of 2024, 134 small and medium tourism service providers have been certified and additional 66 service providers were to be certified.
With the launch of BIOFIN Workbook in December 2024, a more reliable attribution method was made available and therefore through a consultative process, biodiversity impact of the tourism sector contributions was re-assessed in December 2024 using the financial figures available up to January 2024. According to the new estimates direct biodiversity outcome of the financial solution was estimated to be 4.026 million USD.
The level of institutionalization is assessed at 18 out of 21 as per the 2018 BIOFIN workbook 2018 scoring method and 8 out of 10 using the 2024 BIOFIN workbook method.


Progress in 2025 (during the reporting period)
The progress of the financing solution in the first half of 2025 was highlighted with four key milestones.
1. Certification of Sigiriya as a sustainable destination
Sigiriya received bronze certification at the International Tourism Exchange (Internationale Tourismus-Börse-ITB) happened in March 2025 in Berlin. Sigiriya is the first Sri Lankan and second South Asian destination to be certified as a sustainable destination. It was a key milestone in the process as Sri Lankan government is taking steps to certify two more destinations- Fort Frederick in Trincomalee, Eastern Province and Seethawaka in Western Province- in near future. Further the lessons learnt during the process of certification were also important for the future steps of the certification process. As an example, minimum support received from the Sri Lanka Tourism Promotion Bureau during the certification stage was one negative factor that was highlighted, and steps are being taken to address the issue in future.
SLTDA organized a facilitation ceremony to acknowledge the support provided by UNDP-BIOFIN project and the ADB for the destination certification process.

2. Completion of the SME service providers
After experiencing several delays in the process, 70 SMEs were certified within the first few months of 2025. Altogether 204 SMEs have been certified through the programme, even though the target was to certify only 200 SMEs. This marked the end of the SME certification process supported by the BIOFIN project and only the impact monitoring will happen till end of 2026. The award ceremony for the 100 certified SME will be held in July 2025.
3. Tour operator coordination platform
Tour operators linked with Sri Lanka Inbound Tour Operators Association (SLITO) play a key role in the development of sustainable tourism initiatives in Sri Lanka as they are responsible for more than 65% of the tourists travelling to the country. To ensure the sustainability of the industry as well as to comply with international certification requirements, they are keen to develop collaborations with the biodiversity management agencies of the country. But unfortunately, there is no such coordination platform currently operating in the country. To address this requirement, BIOFIN project initiated a coordination platform in partnership with the SLTDA and Ministry of Environment in June 2025. It will be a monthly meeting at least till collaborative programmes identification and then the meetings will be called once in a quarter. In the meetings, Department of Wildlife Conservation, Forest Department, Central Cultural Fund and Department of Coast Conservation and Coastal Resource Management and other key biodiversity management related organizations are provided with an opportunity to share their public private partnership opportunities with the SLITO and the key tour operators in the country. The platform serves as an opportunity for the tour operators to get clarifications from the biodiversity management agencies related to eco-tourism activities.
4. Mini tourism destination management assistance programme 
As the cost of certification of major destinations is very high, the ability of Sri Lanka to certify significant number of destinations is uncertain. Especially when it comes tot the sensitive areas for biodiversity, areas with high eco-tourism potential, the priority for certification may be even lesser as the number of visitors to these sites are limited compared to the famous attractions. Therefore, to ensure that the highly sensitive biodiversity areas through sustainable tourism initiatives, mini destination management programmes have been proposed by the SLTDA- Domestic Tourism division. The first such mini destination is Hanguranketha in Nuwara Eliya district of Sri Lanka. While the SLTDA will lead the effort with its own resources BIOFIN has been requested to support with biodiversity assessment and guidelines on how to develop eco-tourism products in the area. The experience of this mini destination will be replicated by the SLTDA to develop mini destinations in other parts of the country as well.
During the reporting period the project directly supported 54 participants on knowledge sharing and capacity building with an 84% of significant knowledge improvement level. With this addition the total direct beneficiaries of the knowledge sharing and capacity building were 2,239 with a significant knowledge improvement rate of 84%.

Finance solution 2: Support to operationalize the Sustainable Finance Roadmap of Sri Lanka 
The objective of this FS is to create an enabling environment for private sector to access credit for biodiversity friendly development projects at concessionary interest rates. This solution has three main objectives. First objective is to encourage the private sector to invest more in the biodiversity friendly projects. The second objective is to build safeguards into development projects with potential detrimental impacts on biodiversity. Third objective is to discourage investments in projects with a negative impact on biodiversity.

Progress by end of 2024
Enhancing access to biodiversity friendly investments, National Sustainable Finance Roadmap was developed for the Central Bank of Sri Lanka (CBSL) in 2019. As a result of this initiative, CBSL was able to mobilize resources from International Finance Corporation to develop a Green Finance Taxonomy for the country. BIOFIN supported the Centre for Banking Studies to develop materials for an online training platform and conduct island wide training programmes for bankers enabling them to promote sustainable finance solutions.
CBSL launched the Green Finance Taxonomy of Sri Lanka in June 2022. This allowed CBSL to issue directives with mandatory requirements for banking operatives to initiate sustainable finance schemes in their respective financial institutions. The number of banks with sustainable finance credit schemes has remained at 15 with the demand for sustainable financing options and overall demand for any financial services reduced drastically during the second half of 2022 and first half of 2023 due to the economic contraction and high interest rates enforced by the CBSL. Since the Q3 of 2023, the lending interest rates are being reduced and renewed interest on sustainable financing has been observed from both the Central Bank and the commercial banks.

An alliance of several organizations including World Bank, Ministry of Education, Commercial Banks of Sri Lanka and UNDP was developed under the leadership of CBSL to promote finance literacy among Sri Lankans. BIOFIN is also playing a key role in this alliance to take long term actions to promote sustainable financing in the country and share the responsibilities among different stakeholders in promoting sustainable financing. This will enable BIOFIN to focus on the biodiversity financing alone rather than supporting overall sustainable financing in the country.

Macroprudential Surveillance Department of the Central Bank acts as the Secretariat for the implementation of the Sustainable Finance Roadmap in Sri Lanka currently. Even though CBSL has not yet published the data, through its directive to licensed banks operating in Sri Lanka (No 05 of 2022) CBSL has requested the banks to publish the data in their respective Annual Reports. BIOFIN project team compiled a synopsis of 11 local banks operating in Sri Lanka and found that a significant amount of credit has been offered under the sustainable finance schemes of the banks. Three banks (BOC, Commercial and DFCC) have claimed that they have offered credit worth of 6.50 million USD worth of credit under the sustainable finance category in 2023 alone. Four banks (BOC, Commercial, DFCC and HNB) claimed that they have a green finance portfolio of 227.5 million USD by the end of year 2023. Even though details of the specific loans are unavailable, using the BIOFIN Workbook 2024 categorization minimum of 1% could be attributed for biodiversity financing and it would be 2,275,000 USD. When compared with the 1 million USD cost avoidance expected to happen by end of 2023 through the BIOFIN financial proposal has been exceeded. 

National Sustainable Tourism Certification was initiated in 2019 with broad objectives of promoting sustainable initiatives in the tourism industry and biodiversity. Financing was considered as an offshoot of the process. With the successful completion of the first phases and institutionalization of the financial instrument, from 2023 onwards the sustainable finance instruments include sustainable tourism as an area eligible for financing and at least three banks (DFCC, Commercial and HNB) considers the NSTC as a proof of the sustainability initiatives of the tourism service providers. One bank (HNB) has provided approximately 2.6 million USD for sustainable tourism and recreation within the year 2023. Even though the value is related to a past reporting period, as the data was made available only in 2024, this has been included in this report.
The level of institutionalization of the financial solution at the end of 2024 was assessed at 13 out of 21 as per the 2018 BIOFIN workbook scoring method but as per the 2024 workbook, level of institutionalization remains at 5 out of 10 points. 

Progress in 2025 (during the reporting period)
The highlights of the progress made during the reporting period had three milestones.
1. Launch of the updated sustainable finance roadmap 2.0
CBSL launched the Sustainable Finance Roadmap 2.0 with the support of International Finance Corporation of World Bank (https://www.cbsl.gov.lk/sites/default/files/cbslweb_documents/sustainable_finance_roadmap_2.0.pdf ). This is a testimony to the importance the CBSL has given to promote sustainable finance initiatives in Sri Lanka and the strategic nature of the BIOFIN investment made in 2018 to develop the first ever Roadmap for Sustainable Finance in the country. As per the Roadmap 2.0, the Green Taxonomy also will be revised to incorporate more social aspects into the taxonomy. BIOFIN is discussing with the CBSL on the strategic investments that are necessary for the next steps for promoting sustainable financing especially amongst the banking sector in Sri Lanka.
2. Reporting of sustainable finance performances by many banks operational in the country in their Annual Reports
As CBSL issued the directives to initiate sustainable financing initiatives in all commercial banks operating in the country and report back to the CBSL on the progress in 2022, many banks have initiated the sustainable financing schemes. The banks reported the progress to CBSL on quarterly basis but due to confidentiality related issues, the CBSL is not in a position to share the details with any third parties including the BIOFIN. But the individual banks report the progress in their own Annual Reports. There were some details in 2023 Annual Reports but due to many reasons the details were not adequate to assess the full picture. In 2024 Annual Reports, 12 banks have reported the progress they made. With the overall economic improvements in the country, the lending interest rates were reduced during the year and banks also promoted sustainable financing credit schemes vigorously compared to previous years. As a result of these cumulative reasons, total sustainable credit disbursed within the year 2024 was increased to 529.5 million USD. As per the GLOBE taxonomy, it would have been possible to allocate a higher attribution rate if details of the credit lines were available for the analysis but as such information is unavailable, 1% miniscule level of attribution rate was assigned to calculate the biodiversity impact of the sustainable credit schemes. With the 1% attribution, the biodiversity impacts were estimated as USD 5,294,984.62.
3. Expression of interest by 13 faculties belong to 11 universities to incorporate biodiversity financing into their undergraduate or postgraduate courses
Sri Lanka has more than 19 state universities and multiple faculties under each university offer many academic courses for undergraduate and postgraduate students. Due to the changes in the level of outreach activities of different universities national level programmes have a differential reach to these universities. for the same is true for  BIOFIN project as well and most of the collaborations were developed with a limited number of universities during the last few years. To address this issue, the BIOFIN team requested expressions of interest from all state universities operating in Sri Lanka and so far, 13 faculties belong to 11 universities have expressed their interest to incorporate biodiversity financing into their undergraduate or postgraduate curricula. This is a key development and the governor of CBSL will lead the discussion in July 2025.

Finance solution 3: Payment for Ecosystem Services for Mini hydro Operations in Sri Lanka and upscaling to industries which use water in large scale
The objective of this FS is to establish and promote a payment mechanism for continuous provision of ecosystem services from a seller (upland farmers and land holders) to a buyer (private sector water users for industrial purposes) who produces a marketable product (energy, garments, beverages)
[bookmark: _Hlk186866508]
Progress by end of 2024

The first ever PES pilot was initiated within the country with a private mini hydro operator. After a successful piloting of two years, it has been suspended due to the prevailing economic downturn in Sri Lanka in 2022-2023. However, the potential to expand the PES into other sectors is currently being explored through the project.
This financial solution faced many challenges during the year of 2022 and first half of 2023 as the government stopped paying the mini hydro operators during the period of 2022- May 2023 due to the economic downturn. Due to cash flow issues, none of the mini hydro operators were willing to participate in the PES schemes. From Q3 of 2023 onwards, the country situation improved, and three corporations expressed their willingness to initiate PES involving different aspects of ecosystem services. They will initiate the programmes in 2024 with the technical assistance of the BIOFIN project to design the PES schemes. 

In 2024, BIOFIN team had discussions with many organizations– Haleys conglomerate, Thema hotel group and Plantation Human Development Trust, Unilever, Kirin Beverages, English Tea Shop, MAS Holdings, Hayleys Plc, John Keels – Leisure cluster, State Plantation Co., Estate Worker Housing Co-operative and Tea Smallholder Federation Society. 

Given that PES is a market-based mechanism prone to various interpretations and practices, the project couldn’t finalize any PES initiatives during the year even though many are at the final stages of discussion.

The Ministry of Environment expressed their willingness to take the lead in the PES promotion in the country including developing a policy framework on PES operations in the country. 

Current level of institutionalization of the financial solution is assessed at 7 out of 26 as per the 2018 BIOFIN workbook scoring method. Increase of 6 points in the scale was due to incorporating the PES related aspects in the Conservation Financing course module offered for Bachelor of Arts (Honours) in Environmental Management degree offered by the University of Rajarata. The level of institutionalization scored 2 points out of 10 as per the new institutionalization scoring introduced through the BIOFIN 2024 Workbook.

Progress in 2025
There was no significant result level progress related to this financial solution as still the discussions are going on between different partners. UNDP has agreed to conduct technical designs of 8 locations where PES models will be developed (mini hydro operators and 6 drinking water supply schemes) to provide a scientific basis for the PES discussions- based on the designs made through the scientific investigations, the investment requirements will be decided, and it will be the basis for discussions between the potential ‘buyers’ and ‘sellers’.
Further, under the GEF7 cycle biodiversity project implemented by UNDP, PES has been identified as a key financing instrument to be promoted in the wet zone of Sri Lanka. The project will be operational 2028.
BIOFIN project is planning to hold an international training programme targeting practitioners, policy makers and academia on the application of PES in August 2025. Preliminary arrangements have been completed for the training programme including identification of resource personnel and participating organizations.

Finance solution 4: Mitigating Human-Leopard Conflict and Conservation of Sri Lankan Leopard (Panthera pardus kotiya) through a livestock compensation mechanism

Progress by end of 2024
Swiss government provided financial support of 33,000 USD for initiating an insurance scheme that will address human -wildlife conflict in Sri Lanka. But due to delays experienced in fund transferring, the introduction of the scheme was postponed to 2024. Wildlife and Nature Protection Society (WNPS) was identified as a collaborating agency for the work and after series of negotiations it was agreed to support a pilot insurance scheme on human-leopard conflict mitigation. WNPS agreed to ensure the sustainability of the project after the first year. An insurance provider was selected but the negotiations on the terms of conditions -specifically on the contribution of the insurance company to the leopard insurance programme- was continuing till the end of the year.

[bookmark: _Hlk202961891]Progress in 2025
The insurance provider agreed to offer a discount of 28.4% equivalent to approximately 4,942 USD as a contribution from the insurance company itself. The beneficiary selection process has started with the involvement of WNPS and Department of Animal Production and Health.

[bookmark: _Toc203041852]Other Results and Looking Ahead
In 2025, Sri Lanka initiated the development of new NBSAP and PIR, and BER will be updated from 2016 till end of 2023 in this process using the BIOFIN methodology. Further, a new FNA and BFP will be developed in line with the new NBSAP. Further, a study on positive subsidies also will be conducted in the NBSAP process. These should be considered as the impact of BIOFIN advocacy efforts.
· For the FS 1: – Supporting the establishment of National Sustainable Tourism Certification Scheme for Sri Lanka: The programme will actively engage with the Sri Lanka Tourism Development Authority (SLTDA), Ministry of Tourism, Provincial Councils of the country, various universities, Sri Lanka Tour Operators Association and other industry associations as well as other similar development initiatives of the development partners to facilitate promotion of Sustainable Tourism Certification within the country in 2025 and specifically on promoting biodiversity financing through the tourism sector enterprises as a part of their business models. A consultant has been hired to identify and develop funding mechanisms directly relevant to biodiversity which will have a direct impact on the level of private sector engagement in biodiversity management.
·  For the FS 2 – Support to operationalize the Sustainable Finance Roadmap of Sri Lanka:  The programme will actively engage with the Central Bank of Sri Lanka, Sustainability Banking Initiative, Sri Lanka Bank’s Association, selected partner universities, and individual commercial and development banks as well as other similar development initiatives of the development partners to facilitate operationalization of Sustainable Finance Roadmap of the country in 2025. As mentioned earlier an alliance of different like-minded organizations have been formed under the guidance of CBSL and therefore BIOFIN will be able to focus entirely on biodiversity financing in 2024. Similar to the National Sustainable Tourism Certification promotion, 2025 will mark a strategic shift for this finance solution as well. 
· For the FS 3 – Payment for Ecosystem Services for Mini hydro Operations in Sri Lanka and upscaling to industries which use water in large scale: The programme will actively engage with the Public Utilities Commission of Sri Lanka (PUCSL), Ministry of Finance, Presidential Secretariat Ministry of Environment, selected partner universities, and other development projects implemented through UNDP as well as other development partners and private sector organizations to facilitate promotion of Payment for Ecosystem Services within the country in 2025. A minimum of three separate PES schemes will come into operation within the year to achieve its financial targets set for end 2025. A policy framework will be drafted and an international capacity building programme will be conducted for the stakeholders in 2025.
· FS 4: Risk insurance programme targeted at human-leopard insurance pilot programme will be completed in 2025 and steps will be taken to ensure the sustainability of the programme through private sector fund mobilization and exploring opportunities available with international donor agencies. 
The BIOFIN programme team in Sri Lanka through its programming, networking and advocacy programmes looks forward to addressing systemic inequalities suffered by women, youth, disabled and indigenous populations in the country by analyzing the different impacts of each FS in different segments of the population. These analyses help in the design of the Financial Solutions. As an example, BIOFIN-Sri Lanka works closely with the government, private sector (both individual agencies and associations), civil society organizations, academia, bilateral and multi-lateral development partners to promote the cross-cutting themes of gender equality and importance of holistic planning where resource mobilization for biodiversity management are adequately addressed in the development planning, implementation and monitoring of initiatives. This approach is systematically applied by BIOFIN Sri Lanka throughout its programming cycle. 
BIOFIN team firmly believes in both lesson-learning and lesson-sharing in the different platforms provided by the global BIOFIN team as well as internally within Sri Lanka have enhanced the potential that BIOFIN Sri Lanka’s and other BIOFIN programme’s efforts will lead to the targeted finance outcomes. 
Through the Early Action Support for Global Biodiversity Framework project approximately 200,000 USD was invested on five different financing instruments to promote sustainable use of biodiversity in Sri Lanka. Further, biodiversity proposal developed through UNDP targeting the GEF cycle 8 funding was incorporated with BIOFIN methodology to be localized into two provincial councils in Sri Lanka.  
Looking ahead: 
Institutionalization
				BIOFIN2


The overall BIOFIN program was assessed at category 4 based on the assessment conducted for overall programme taking into consideration the progress made in three financial solutions which were implemented   in 2024. The new financial solution initiated during the year – human-leopard conflict insurance was not considered for this assessment as it has not been started ground level implementation.

1. [bookmark: _Toc203041853]Country factsheet: the country’s biodiversity finance profile and the programming approach
[bookmark: _Toc203041854]Biodiversity finance profile
[bookmark: _Toc155781982][bookmark: _Toc203041855]A.1.1 Country’s biological diversity and biodiversity loss drivers
Sri Lanka has a rich biodiversity due to varied factors that have resulted in high ecosystem, species, and genetic diversity, and exceptional endemism among its wild fauna and flora. The diverse species and the ecosystems where they occur, as well as the numerous ecosystem services they provide, form the island’s natural capital, which contributes considerably to the country’s economy and peoples’ wellbeing. Sri Lanka’s unique biological diversity is facing a gradual decline. Twenty seven percent of 240 identified species of birds are threatened, along with 66% of amphibian species, 56% of mammals, 49% of freshwater fish species, and 59% of reptiles. As for flowering plants, 1,385 species of the 3,154 identified species are classified as threatened, the high majority of which (594) are endemic to Sri Lanka.
There is an uncertainty about the true extent of forest cover remaining in Sri Lanka. It was estimated at 26.6% by FAO in 2010 and 29.7% by the Government of Sri Lanka. As a result of various conservation measures, the trend in forest loss had considerably slowed down, although it has continued, nonetheless. Sri Lanka has an extensive system of protected areas, and they are being managed under the government. It covers close to 30% of the country’s land area. But there are issues related to the distribution of the PA network. Further, the marine PA network is less than 1% of its territorial waters.
Sri Lanka’s biodiversity is imperiled by many threats. Mainly: habitat degradation, fragmentation, and loss; alien invasive species; over-exploitation and destructive extraction of bio-resources; pollution; human-wildlife conflict and impacts of climate change. They are exacerbated by several human activities (drivers), and poor law enforcement and policy implementation (catalysts). 





[bookmark: _Toc155781983][bookmark: _Toc203041856]A.1.2 Country’s commitment and engagement on protecting its biological diversity and preventing further loss
The existing legal and sectoral policy framework, comprising the Constitution, laws, and policies, adequately support biodiversity conservation. institutional mandates, visions and missions of agencies important for biodiversity conservation are well formulated and enable biodiversity conservation in natural and agricultural systems. However, due to poor monitoring and enforcing the law due to low capacity of the responsible agencies, there is a severe threat to the sustenance of the biodiversity.
Due to the existing finance landscape, resource mobilization for biodiversity conservation in Sri Lanka is largely conventional. The national budgetary allocations are the main source of biodiversity related funding for all conservation agencies. Much of the additional finance needs estimated at 182 million USD in 2018 for the period of 2018-2024 (to bridge the finance gap) are met through projects funded by grants and/or loans, mostly from external funds. There is inadequate consideration of ‘deliver better’, ‘realign expenditure’ and ‘avoid future expenditure’ and the use of novel methods for resource mobilization as solutions to bridge the biodiversity finance gap.
Currently, the government contribution to the management of biodiversity remains at sub optimal levels. Expenditure on biodiversity was around 0.6 - 0.7 % of annual government expenditure and less than 0.1 % of GDP (0.05%-0.07%) during the period 2010 - 2015. Comparison of the level of public investments with the minimum requirements to achieve the national biodiversity targets reveals that the government contribution is less than 63% of the required amount of 485 million USD even at the assumed rate of highest public resources allocation which occurred in 2015. Since then, the country has been facing many financial difficulties and therefore, the current level of investment has reduced to very low levels. 
[bookmark: _Toc155781984][bookmark: _Toc203041857]A.1.3 Country’s financial profile
Sri Lanka is at a very critical juncture in its history and is facing its worst economic crisis since the country gained independence in 1948. The ongoing challenges, which began in 2019 and exacerbated in 2022, include record high levels of inflation, dwindling foreign exchange reserves, shortages of medical and food supplies, and a significant increase in prices of basic commodities.  Economy of the country showed some signs of improvement in 2023. The first six months of 2024 saw continued economic stabilization in the country with an agreement reached to restructure the foreign and local debt of the government. Sri Lankan Rupee appreciated against the US Dollar. These positive signs of growth and stabilization had an impact on the financial solutions as well.
With the stabilization of economic policies, Headline Inflation, as measured by the year-on-year (Y-o-Y) change in the Colombo Consumer Price Index (CCPI, 2021=100), has reduced from 51.7% in January 2023 to 6.4% in January 2024 and (–1.7)% in December 2024. Negative inflation was continued till May 2025. Discussions on the foreign debt restructuring and domestic debt restricting has successfully completed. Government introduced sharp increases in the tax regime- both direct and indirect taxes. After depreciating the Sri Lankan Rupee from 203 LKR per USD in February 2022 to 362 LKR per USD in November 2022 (under managed floating and heavy import restrictions), LKR has appreciated again to 304 LKR per USD in June 2023 (under heavy import restrictions) and 324 LKR per USD (with minimal import restrictions) by the end of 2023 and 293 LKR per USD by end of 2024 (with restrictions only on motor vehicle importation). Sri Lanka removed all import restrictions in February 2025, and the economy shows a considerable stability even under the high level of tariff imposed by United States. After six quarters of successive contraction, economy started to grow in Q3 of 2023 and it achieved a growth of 5.5% by Q3 of year 2024 surpassing the predictions of World Bank and ADB. Overall, Sri Lanka recorded a 5.0% annual growth of GDP in 2024 and 4.8% growth in the first quarter of 2025. After two years of considering Sri Lanka as a selective debt defaulting country, international credit rating agencies increased the sovereign credit worthiness in December 2024.  Increased remittances from foreign employment, positive developments in the tourism sector and high contribution of hydro power plants have contributed significantly to the stabilization of the economy.
The fundamental weakness of fiscal management reflects a rather narrow fiscal space within the government budget to generate extra funds for any financing gaps in biodiversity. In fact, as fiscal space becomes tight, it is naturally the less-sensitive expenditure allocations that become the target for saving much needed funds for more-sensitive spending. The second area of challenges in biodiversity financing is likely to be the rather complex institutional mechanisms and related regulatory barriers. It appears that such a system might have resulted in expenditure inefficiencies. The streamlining of institutional mechanisms would be another area that needs to be focused on, to improve the efficiency and effectiveness of biodiversity financing.
Experts posit that the economic crisis will undermine the environmental gains Sri Lanka has achieved, whilst issues relating to biodiversity and the environment will no longer be prioritized, and that attention and financing will be provided to alleviating prevailing crises. However, despite the crises, key sectors such as power, banking, and tourism continuing to prioritize biodiversity and the environment. Failing to do so will hinder long-term environmental decision-making, while potentially cascading into a crisis of its own. Instead of shifting attention away from these issues, the country could benefit from incorporating a biodiversity and environmental perspective into its recovery process, by way of sustainable financial solutions such as debt-for-nature swaps, the establishment of biodiversity credit markets, and other innovative biodiversity financing instruments, specifically, as part of the country’s efforts to restructure its debt and transition towards a new development pathway.
The project will work with government and private sector stakeholders to identify new avenues available to promote biodiversity financing in the country. Debt for nature swaps and biodiversity credit are some of the potential avenues the project will explore. Further, the project will explore opportunities to strengthen and diversify existing financial instruments and support the country, particularly through biodiversity financing focusing on how to steer away from the current economic conditions.
The third area of biodiversity financing that presents an opportunity is the expansion of space for the corporate sector to play a major role on its own, as well as, in partnership with government agencies. The corporate sector has already initiated engagement with biodiversity conservation as part of its core businesses without any government incentive. Therefore, it is necessary to assess the magnitude of biodiversity financing by the corporate sector and take measures to capitalize on this initiative. 

[bookmark: _Toc203041858]National implementation context
The vision of the Biodiversity Financing Initiative (BIOFIN) Phase 2-funded program is to promote innovative finance solutions to mobilize adequate resources for sustainable biodiversity management in Sri Lanka. 
Investing in biodiversity for conservation and sustainable use is no longer considered an additional cost driver for the government’s fiscal operations, the corporate sector’s core businesses and the community’s sustainability. For the government, enhanced investment in biodiversity means bridging the gap between desirability and feasibility. Apart from the international commitments made by successive governments, there have been unilateral policy initiatives on enhanced spending on biodiversity as emphasized in the national and sectoral policy documents. For the corporate sector, enhanced investment in biodiversity means improving their competitiveness. Investments in biodiversity have increasingly become an integral part of the core business of the corporate sector in many ways. It is a value addition to their products which enhances product quality, market value, social appreciation, and global reputation. It has enabled the business sector to comply with international environmental standards and to improve competitive market access. It expands and strengthens long-term cost advantage and business sustainability.
For the nation, investing in biodiversity means the development of the stock of natural capital. Overall stock of capital assets contributes not only to its wealth creation but to enabling human life. Investing in biodiversity is the nation’s effort to build natural capital and to compensate for its depreciation so that the nation’s prosperity can be enhanced for the present and, sustained for the future.
These finance solutions are expected to generate adequate finances to bridge the current biodiversity financing gaps through diversified financing sources. It is also expected to relieve the fiscal burden of the government in financing biodiversity by recognizing the role of a broader spectrum of stakeholders, including the private sector. The project will propose a set of prioritized finance solutions for improved investment in biodiversity through a combination of scaling-up and enhancing of existing finance solutions, and the introducing new and innovative solutions. The systems and structures that are designed to operationalize these solutions, together with those that are already in place, will be the mechanisms for generating financial results for biodiversity management. 
Results measurement, analysis, and reporting, and use of results information (M&E)

BIOFIN and NBSAP Project Board met on 15th December 2023 under the chairmanship of the Secretary to Ministry of Environment. The Board approved the AWP of the project for 2024 then a Project Board convened on September 12th of 2024 to review the progress of the 2024 work plan. The project board was informed of the limitations of the progress due to unavailability of resources for the country programmes due to internal programme management related issues within the UNDP and the Project Board acknowledged the difficulties while commending on the progress made under difficult operational environment.
Management arrangements 
No major changes in the management arrangements occurred in the reporting period (2024 January – December).
Transition/phase-out arrangements
UNDP Country Office has streamlined its support on innovative finance options through the Ministry of Finance (MoF). The National Planning Department under the MoF is playing a key role in coordinating the efforts of all relevant government and international organizations. Under the National Planning Department, special unit has been established to work on Green Financing initiatives. BIOFIN will strengthen its relationship with the NPD and its Green Finance Coordination Unit in 2024. Under the Presidential Secretariat, there is another Office for Coordinating Climate Change initiatives and there were several requests for collaborative initiatives including Urban Greenspace Development Fund which received the approval of Cabinet of Ministers recently. BIOFIN will strengthen its relationship with all relevant organizations as all agencies relevant for NBSAP implementation have a significant role to play in biodiversity financing as well.


[bookmark: _Hlk97904209][bookmark: _Toc203041859]Overview of key results
[bookmark: _Toc203041860]Implementation of Finance Solutions

Finance Solution 1: Provide technical assistance towards Establishment and operationalization of National Sustainable Tourism Certification Scheme for Sri Lanka
The finance solution will help strengthen the certification scheme for the accommodation sector, tour operations sector, and key tourist destinations[footnoteRef:1] within Sri Lanka. Grading of the certification will depend on the actions the relevant authorities have already taken to sustainably manage the entity (accommodation provider, destination, or tour operator). The certification is valid for two years. In addition, government contributions towards developing physical infrastructure in the selected destinations will be influenced to develop such environmentally sustainable infrastructure. Therefore, the outcome of this finance solution will be three pronged: cost avoidance, mobilization of resources, and realigning expenditure.  [1:  Destinations have been defined by the GoSL- in certain cases municipalities, parks, and special designated areas. As per the GSTC, destination is a geographical area consisting of all the services and infrastructure necessary for the stay of a specific tourist or tourism segment. Destinations are the competitive units of incoming tourism.] 

[bookmark: _MailEndCompose]Capacities of key actors were strengthened in parallel to the launch of SME sector sustainable tourism certification programme. 15 workshops were held in key tourism attractions with the financial support of BIOFIN. Altogether 901 individuals participated in the 14 workshops [Colombo (51), Sigiriya (72), Kandy (118), Beruwala (44), Galle (44), Negombo (28), Arugam Bay (38), Batticaloa (50), Pinnawala (33), Nuwaraeliya (95), Bandarawela (64),Kalpitiya (37), Anuradhapura (40), Jaffna(64) and Panama (53)] organized throughout the country. As per the post workshop evaluations conducted, more than 84% of them have mentioned that the workshops have contributed significantly to the improvements in their knowledge levels.
The Sustainable Tourism Unit established at the SLTDA with the support of the BIOFIN and other UNDP projects is in operation now. As it has taken over the functions of coordinating with different funding partners and prioritized sustainability certification related work, the burden placed on the BIOFIN project to promote the NSTC has been reduced. As an example, in the reporting period when the BIOFIN project was experiencing financial issues, STU co-financed some of the awareness workshops and proactively engaged with different stakeholders to promote the certification programme. Therefore, the Project could focus its attention on promoting biodiversity financing amongst the certified agencies.  
With the recovery of the tourism sector in Sri Lanka, opportunities available for developing new financial mechanisms for biodiversity has increased significantly. To explore the opportunities available, BIOFIN project hired a consultant in end of December 2024 to develop a fund that will facilitate fund collection and disbursement (management) involving tourism service providers and develop a minimum of 10 new funding mechanisms involving tourism service providers. Unfortunately, this consultancy is not delivering as per the expected timelines. There is a high possibility that the contract will be cancelled if the discussion with the consultant fails to reach a favorable conclusion.
As the sustainable destination certification of Sigiriya area was completed in Q1 of 2025, the government will proceed with next phase of developing the destinations for certifications. At least two more destinations – Fort Frederick in Eastern Province and Seethawaka in Western Province will be included in the second phase. BIOFIN will involve only developing financing mechanisms directly related to biodiversity as the financing solution of Sustainability Certification has reached a level of maturity that it could be sustained by the main custodian – SLTDA- with the support of other stakeholders. 
From the biodiversity management perspective, it’s important to expand the sustainability practices in the tourism sector beyond the certified destinations as most of the endangered biodiversity is in isolated locations with fewer number of tourist visitations. Therefore, with the SLTDA, BIOFIN project is developing mini destinations certification programme where rigorous and costly international certification processes may not apply but locally acceptable destination management practices will be promoted and adhered to in the destination management processes with a local level certification. As the first step of this mini destination management progreamme, Hanguranketha- Mandaram Nuwara has been selected in Nuwara Eliya district. BIOFIN will support the biodiversity assessment while the SLTDA will bear the other costs related to the destination development. 
Level of institutionalization
With the commitment of Ministry of Tourism and SLTDA to promote the financial solution, even with the difficulties experienced in the financial and political environment, very high level of institutionalization has been achieved by this financial solution. As per the Scorecard proposed in the BIOFIN 2018 workbook, the institutionalization score could be assessed at 18 points out of 21 points (focal persons appointed at the Ministry of Environment [1 point], a dedicated biodiversity finance unit has been appointed at the SLTDA [5 points], and curriculum developed with the University of Colombo and the certificate course is available commercially for students to follow. BIOFIN staff is taking part as teaching staff of the course [6 points]) as of end of 2022. Changes in organizational structure and mandates have been enacted with the internal memo of SLTDA that appointed a director and staff for the STU (4 points). Further, inter-ministerial steering committee and a management committee comprised of key stakeholders for sustainable destination management were created in the reporting period through a Cabinet memorandum. Targets for the coming years include the approval of Sri Lanka Tourism Policy by the Cabinet of Ministers, which has been already finalized and pending submission to the Cabinet. It has already embedded tourism sector wide commitments for promoting sustainability and sustainability certification. 
As per the new scoring system introduced under the 2024 BIOFIN workbook, the degree of institutionalization of this financing instrument scored 8 points out of 10 (category 4) through the scoring system that has been devised to measure the overall level of institutionalization of the BIOFIN project interventions in a country.

[bookmark: _Hlk156127601]Financial Outcome achievements
With the introduction of the clearer instructions on how to appropriate different investments in terms of their relevance to biodiversity financing through the BIOFIN 2024 Workbook, a consultative session was organized with the participation of key stakeholders to tag the sustainability related expenditure monitored through the Sustainable Tourism Unit of SLTDA. Following is a summary of the findings.
	Year
	Contributing agency
	USD
	LKR
	Attribution rate (%)
	Biodiversity relevant investment USD

	2020
	Hotels and SLTDA
	               21,244 
	          3,960,000 
	        0.25 
	                  5,311 

	2021
	Development Partners
	          1,047,727 
	     210,000,000 
	        0.05 
	               52,386 

	2021
	SLTDA
	             165,641 
	       33,200,000 
	        0.75 
	             124,231 

	2021
	Hotels
	             208,548 
	       41,800,000 
	        0.50 
	             104,274 

	2022
	Hotels and SLTDA
	             178,458 
	       64,800,000 
	        0.25 
	               44,615 

	2023
	ADB
	          9,261,452 
	  3,000,000,000 
	        0.25 
	          2,315,363 

	2023
	SLTDA- STU
	               55,569 
	       18,000,000 
	        0.75 
	               41,677 

	2023
	USAID
	             850,000 
	     275,334,805 
	        0.50 
	             425,000 

	2023
	Solidaridad
	               27,476 
	          8,900,000 
	        0.50 
	               13,738 

	2023
	SLTDA-SQ and Planning divisions
	          2,624,078 
	     850,000,000 
	        0.25 
	             656,019 

	2023
	Tourism Associations (CSR)
	             500,000 
	     161,961,650 
	        0.25 
	             125,000 

	2023
	Community Organizations
	             400,000 
	     129,569,320 
	        0.25 
	             100,000 

	2023
	Forces and Police
	             300,000 
	       97,176,990 
	        0.01 
	                  3,000 

	2023
	Volunteers
	               50,000 
	       16,196,165 
	        0.25 
	               12,500 

	2023
	Provincial Councils
	                  6,174 
	          2,000,000 
	        0.50 
	                  3,087 

	Total
	        15,696,366 
	  4,912,898,930 
	 
	          4,026,200 



As per the above table, 15.7 million USD (approximately equivalent to 5 billion LKR) was invested by different tourism related organizations including the multilateral banks and NGOs apart from the BIOFIN project. When appropriated the relevant sustainability related investments to biodiversity, it has been revealed that approximately 4.026 million USD has been invested on biodiversity through these initiatives. This is a significant increase compared to the previous estimates. The difference of 250% was mainly due to two reasons. As per the estimates 140% of the change was due to higher clarity brought with the new workbook and the balance 110% was due to improved coordination mechanisms with the establishment of Sustainable Tourism Unit within the SLTDA by BIOFIN project. 
Considering that these were the figures during worst performing years (2020-2023) for the tourism sector in Sri Lanka due to multiple crisis situations, the investments could be expected to improve further in year 2024 and 2025. STU is collecting the 2024 related financial contributions as of first week of July 2025 and once available the data tables will be updated. 


Finance Solution 2: Provide technical assistance to operationalize the Sustainable Finance Roadmap of Sri Lanka: Enhancing access to biodiversity friendly investments is in place and fully operational
The financial solution aims to create an enabling environment for the private sector to access credit for biodiversity-friendly development projects at concessionary interest rates. This solution has three main objectives. One is to encourage the private sector to invest more in biodiversity-friendly projects. The next component is on building safeguards into development projects with potential detrimental impacts on biodiversity. The final component is to discourage investments in projects with biodiversity negative impacts. These objectives will be achieved through enabling biodiversity-friendly investors to access development finance under a concessionary rate and with fewer barriers.
The Central Bank of Sri Lanka (CBSL) developed the Sri Lanka Green Finance Taxonomy (https://www.cbsl.gov.lk/sites/default/files/cbslweb_documents/sl_green_finance_taxonomy.pdf) and issued the directives to all commercial banks to initiate sustainable financing product portfolio. The green taxonomy was developed as an outcome of the Sustainable Finance Roadmap developed with the support of the BIOFIN project. In Q 1 of 2024, CBSL was expected to publish the performance of Sri Lankan banks on sustainable banking initiatives. Going a step further CBSL has developed a Financial Literacy Roadmap of Sri Lanka 2024-2028. It includes 37 key stakeholders including the regulators, universities, ministries, associations, leading private sector companies and banks, relevant departments and other government agencies that have come together to implement the Financial Literacy Roadmap.
In addition to the Certificate course on Sustainable Finance being developed by the University of Colombo, three other universities (University of Sri Jayawardenepura, University of Rajarata and North-Western [Wayamba] University of Sri Lanka) have requested financial and technical support of BIOFIN project to develop selective course modules for undergraduate and post graduate level students. Sri Lanka Bankers Association has agreed to support the initiative of the University of Colombo through promoting it among its membership.
Since the inception of the second phase of the project in 2020, the project has supported the awareness creation and capacity building of 425 (184 of them being female bankers) banking officials through the Centre for Banking Studies and directly with the commercial banks. This includes the training of 68 participants representing 24 banks operating in Sri Lanka through a British based training institute (GBRW) on different aspects of sustainable financing. The effectiveness of the capacity building programmes was not measured, but it had been introduced from 2022 onwards. 
Renewed interest of CBSL to promote sustainable financing
Adoption of Sri Lanka Green Finance Taxonomy in 2022 was a key step towards institutionalizing the green finance related issues in the country. Further CBSL launched the Sustainable Finance Roadmap 2.0 (https://www.cbsl.gov.lk/sites/default/files/cbslweb_documents/sustainable_finance_roadmap_2.0.pdf ) with the support of International Finance Corporation in 2025. The revision of the Road map was started in 2024 and BIOFIN had no resources to commit for the revision work due to internal fund disbursement issue in 2024. CBSL has requested BIOFIN support to strengthen the biodiversity finance sector through the identification of global best practices and the consequential introduction to the Sri Lankan financial sector. Going a step further, CBSL has developed the Financial Literacy Roadmap of Sri Lanka 2024-2028 which will provide a broad-based platform for BIOFIN initiative and others to develop collaborative programmes to address capacity building work related to financial literacy and specifically on sustainable financing.
It will provide a platform for CBSL, SBI, Sri Lanka Banks’ Association (SLBA), Centre for Banking Studies (CBS), and BIOFIN to agree on future capacity building requirements for the sector. This initiative is a key development towards strengthening the relationship between the CBSL, Industry representatives, and international development cooperation of United Nations to promote sustainable finance roadmap in the country. 
Interest of the universities to promote sustainable financing 
[bookmark: OLE_LINK3]At least thirteen faculties from eleven universities- University of Peradeniya, University of Colombo, University of Kelaniya, University of Sri Jayawardenepura, University of Ruhuna, University of Moratuwa, University of Jaffna, University of Rajarata, South Eastern University of Sri Lanka, University of Sabaragamuwa and North-Western University of Sri Lanka have expressed their willingness to develop course modules on biodiversity financing for their undergraduate or postgraduate level programmes. BIOFIN project will work with the CBSL to support these universities to develop the curricula within 2025.

Level of institutionalization
Even though there were challenges due to the economic downturn, the level of institutionalization of this finance proposal solution is at moderate level. As per the Scorecard proposed in the BIOFIN 2018 workbook, the institutionalization score could be assessed at 13 out of 21 points (focal persons appointed at the Ministry of Environment [1 point], Inter ministerial coordination committee established through the CBSL to coordinate the efforts [2 points], formal mandates of the units within the CBSL has been amended to monitor the progress and issue directives related to sustainable finance [4 points] and biodiversity finance curricular in academic institutes [6 points]). Targets for the coming years could be achieved as the firm commitment of the Central Bank of Sri Lanka is clearly visible for the operationalization.
Financial Outcome achievements
[image: ]
As per the CBSL Directive of No 5, 2022 the licensed banks in Sri Lanka have been directed to initiate Sustainable Financing initiatives and report the progress to the CBSL quarterly in addition to report the progress in their own Annual Reports. As the data through CBSL was unavailable for the BIOFIN project, a survey was conducted using the Annual Reports of 19 Banks operating in Sri Lanka. The Sustainable Banking Initiative (SBI) has 18 members but this table contains the details of 19 banks as National Savings Bank is not a member of the SBI but has reported its sustainable financing details in the Annual Report of 2024.
Above table shows the available data through respective bank Annual Reports of 2023 and 2024. Most of the sustainable financing has been utilized for renewable energy projects with a minor amount related to the forestry related investments. Therefore, to assess the total biodiversity financing amount, a 1% attribution rate was used in line with the GLOBE taxonomy.


Finance Solution 3: Ensure that Payment for Ecosystem Services for Mini hydro Operations in Sri Lanka and upscaling to industries which use water in large scale is in place and operational 
This financial proposal is for a payment mechanism to support the continuous provision of ecosystem services from a seller (upland farmers and land holders) to a buyer (private sector water users for industrial purposes) who produces a marketable product (energy, garments, beverages) using ecosystem services BIOFIN phase 1 initiated piloting the PES for Mini Hydro Operators in Sri Lanka who pay no recurrent payment for the natural water flows they are using except for the income and other corporate taxes.
[bookmark: _Hlk203040310]Progress up to end of December 2024
Under the BIOFIN Phase 1, with support from IUCN, managed to secure a PES contract with a mini hydro operator, Vidul Lanka. The PES scheme was implemented for three years but due to the financial downturn of the country, the government did not pay[footnoteRef:2] the mini hydro operators for a period of more than eight months. This forced many operators to reduce their staff and curtail other activities that are not essential in nature. PES was identified as a cost item and the piloting company too refused to contribute their portion. Due to this, the piloting work related to the financial solution had to be suspended. The GoSL cleared all arrears payments due to Mini Hydro operators by May 2023. It was a relief to the industry and their normal operations commenced by end of the year 2023.   [2:  The government owns the Ceylon Electricity Board (CEB) and has the monopoly right for distributing the electricity in Sri Lank. As such, the power generators have to sell their production to the CEB for distribution. The CEB collects the consumer tariffs and transfers to the government treasury. In turn, the government will pay the mini hydro operators for their production.] 

During the second half of 2023, with the normalization of the country’s economic condition and promotion of the concepts amongst stakeholders, three organizations expressed their willingness to engage in PES schemes. 
[bookmark: _Hlk171689148]BIOFIN had discussions with several other organizations to initiate PES schemes in 2023 and 2024. Amongst them were Hayleys group of companies, Lion Breweries, Plantation Human Development Trust, Unilever-Sri Lanka, Ceylon Tobacco, English Tea Shop, MAS Holdings, John Keells – Leisure cluster, State Plantation Co., Estate Worker Housing Co-operative, Tea Smallholder Federation Society and Plantation Human Development Trust have agreed to consider the potential of initiating PES schemes in 2024. 
Additionally, the University of Rajarata incorporated PES as one Conservation Finance strategy under their Conservation finance course module. This will increase the number of experts available in Sri Lanka on PES mechanisms. 
BIOFIN Sri Lanka project halted the discussions till resources available for the project in October 2024 as several rounds of postponements occurred due to unavailability of resources and it affected the credibility of the project significantly.
In addition to the private sector interest on the PES, the Ministry of Environment expressed their willingness to be take lead in the PES promotion in the country including developing an institutional framework that may lead to policy framework on PES operations in the country.
Progress in the Q1 and Q2 of 2025
BIOFIN continued to have discussions with potential partners. The Hayleys Group has agreed to develop a corporate PES scheme in two mini hydro power plants they manage : -Radella and Somerset. Plantation Human Development Trust and Rainforest Alliance have agreed to work under a PES modality to improve the upper catchment areas of 6 community water supply schemes- Strathdon Estate, Glassaugh Estate, Craigie Lea Estate, Glenugie Estate, Great Western Estate and Edinburgh Estate. Due to the funding time limitations (originally the PHDT and Rainforest Alliance have agreed to develop PES schemes in mid-2024 but BIOFIN had no resources to support the initiative due to internal fund transferring delay experienced within the project) from the Kirin Beverages who have agreed to bear the cost of restoration partly through Rain Forest Alliance, PHDT and Rainforest Alliance have signed the contracts and started restoration work in 2025. They have mentioned about the support they are expecting from the BIOFIN to develop PES schemes in the agreements themselves. 
BIOFIN has agreed to provide technical assistance to estimate the total cost of restoration and maintenance of the catchment areas to achieve a desired level of water yield based on the land use in the upper catchment. Based on the estimates and recommended actions, the buyers would enter into performance-based payments with sellers.
Additionally, with the advocacy support of BIOFIN project, the Tea Sector Strategic Plan prepared by the Ministry of Plantations has included PES as one of the priority areas to be supported through public-private partnerships. This is the first time that the government of Sri Lanka officially acknowledged the importance of PES for plantation management.

Financial Outcome achievements
The first PES pilot was implemented in Sri Lanka from 2020-2021 period in collaboration with Vidul Lanka private company and IUCN. Vidul Lanka contributed 20, 486 USD and IUCN contribution was 13, 358. Therefore, the total amount mobilized through the financial solution is 33,844 USD. Additionally, 507 ha is currently under improved management due to the PES schemes initiated through the project. 
Level of institutionalization
Considering the difficulties experienced in the financial and political environment, the level of institutionalization of this financial proposal is at preliminary level. As per the Scorecard proposed in the BIOFIN 2018 workbook, the institutionalization score could be assessed at 7 points out of 21 points (focal persons appointed at the Ministry of Environment [1 point] and biodiversity finance curricula in academic institutes [6 points]). The increase of 6 points was due to decision taken by the University of Rajarata to include PES related information in the Conservation Financing course module offered for Bachelor of Arts (Honours) in Environmental Management degree programme. 
Increase of another 5 points could be expected with the establishment of dedicated unit within the Ministry of Environment to promote PES within next two quarters.


Finance solution 4: Mitigating Human-Leopard Conflict and Conservation of Sri Lankan Leopard (Panthera pardus kotiya) through a livestock compensation mechanism

Progress up to end of December 2024
Swiss government provided financial support of 33,000 USD for initiating an insurance scheme that will address human -wildlife conflict in Sri Lanka. but due to delays experienced in fund transferring, the introduction of the scheme was postponed to 2024. Wildlife and Nature Protection Society (WNPS) was identified as a collaborating agency for the work and after series of negotiations it was agreed to support a pilot insurance scheme on human-leopard conflict mitigation. WNPS agreed to ensure the sustainability of the project after the first year of operation and expansion of it to the other parts of the country beyond the pilot geographical areas.

Progress in the Q1 and Q2 of 2025
Well established insurance company in Sri Lanka – LOLC insurance- was selected as the service provider for the insurance. Their cost proposal was for LKR 5.09 million equivalent to USD 17,407. BIOFIN project and WNPS discussed with the LOLC about the objective of the insurance programme and convinced them to contribute towards it. The company agreed to reduce the cost by 28.4% equivalent to approximately 4,942 USD. Further the WNPS has agreed to provide a team leader and a field assistant for the insurance programme from their own budgets. The beneficiary selection is happening currently and this will be identified as the first insurance scheme developed and implemented in Sri Lanka to address human- wildlife conflict without any government subsidies.


[bookmark: _Toc203041861]Social inclusion stories
First set of SME tourism service providers were awarded the NSTC Sustainability Certificates in May 2024. After one year of operation post certification, BIOFIN team in Sri Lanka contacted few beneficiaries to identify the impact of the certification on their businesses. BIOFIN team has planned to conduct a proper assessment of the accommodation certification programme- both large scale and SME, in the third quarter of 2025. 
Ms. N. B. Shama Geethika, Proprietor - Mango Villas Arugambay Panama  
"The foreigners just adore the concept of my homestay," says the proud owner. "They are fascinated when they see the sustainability certificate displayed in the property. It’s not something they expect to see in a village setting—and that surprise turns into appreciation." 
Reservations have continued to increase since being certified, with the hotel now enjoying consistent visitor traffic—even during what was previously the off-peak season. And if you ask me what the secret is, it is the mix of authentic experiences and explicit commitment to sustainability. 
Plastic has been completely eliminated in operations. From replacing plastic dustbins with biodegradable dustbins to encouraging visitors to reduce waste, the eco-friendly initiatives the homestay have become a strong talking point. The improvements are not just behind the scenes—visitors see and experience them, and often share their admiration.  

The homestay’s famous village lunch has become a favourite among international guests, offering a taste of traditional Sri Lankan food served with a side of sustainability as lesser-known foods are being used for the special dishes. With two air-conditioned rooms and a cozy, personalized atmosphere, comfort is not compromised. For those eager to take a bit of Sri Lanka back home, the host offers engaging cookery classes, allowing visitors to learn local recipes in a hands-on highlighting the vivid agro biodiversity Sri Lanka is famous for in an intimate setting. 
"It's not a stay—it's an experience," says the owner. And clearly, that experience is catching on. Sustainability, once a barrier, is now the homestay's biggest asset—attracting appreciative guests, boosting bookings, and making this humble village home a true champion of responsible tourism. 
[image: a man and a woman preparing food at a picnic at Mango Villa - Panama Near Arugam Bay in Panama]
a man and a woman preparing food at a picnic at Mango Villa - Panama Near Arugam Bay in Panama 
Dinali Lokugamage – Certified Sustainable Travel Entrepreneur 
For Dinali Lokugamage, founder of Sri Lanka Travel Secrets, the road to becoming a recognized leader in sustainable tourism wasn’t paved with instant success—but with determination, values, and a clear vision. “The first time I applied for the Sustainable Tourism Certification, I didn’t get it,” she recalls. “But I didn’t give up. The second time, I got through—and that changed everything.” 
Securing the certification became a gateway to new opportunities. It opened doors to other global sustainability credentials and even helped her directly secure a three-year partnership with the International Promotion Desk (IPD) in Germany, a major win for any tour operator in the region. 
Unlike many others in the industry, Dinali doesn't rely on flashy advertising. “My clients promote me through their reviews,” she says with pride. Her business grows organically through word-of-mouth—fueled by authentic experiences, strong ethics, and a deep commitment to sustainability. 
From going paperless to encouraging online payments and ditching printed itineraries, Sri Lanka Travel Secrets integrates eco-friendly practices into every aspect of the business. Tourists are encouraged to use reusable water bottles, and even the farewell gifts they receive are carefully curated: locally made fabric pouches created by a single mother and university students, combining empowerment with thoughtful tourism. 

Dinali’s company partners with small brands and SMEs, ensuring that tourism dollars support local economies. Importantly, she’s firm about responsible wildlife tourism: “I never promote animal cruelty. I work only with safari jeep drivers who truly respect animals and nature.” 
And it doesn’t stop at sustainability—she reinvests her success into the community. With a dedicated CSR budget of one million rupees, she supports single mothers to begin saving, and recently organized a USD 1,000 meditation retreat focused on well-being and empowerment. 
Dinali’s story is a testament to how meaningful tourism can create ripples far beyond the traveller's journey—empowering people, protecting nature, and proving that purpose-driven travel is the future. 

 Tharanga Dinesh Leelaratne – Proprietor, Leisure Living Homestay Wewaldeniya 
One of the first things guests notice upon arrival is the Sustainable Tourism Certification proudly displayed. “We use it for promotional purposes,” says Tharanga. “It really resonates with our European clients—they’re drawn to it and value what it stands for.” And clearly, that recognition is paying off. 
The homestay has made impressive strides in minimizing its environmental footprint. Plastic bottles have been eliminated, with refillable water stations provided for guests. About 80% of the property is powered by solar energy, significantly reducing reliance on the grid and fossil fuels. In addition, LED lighting and inverter air conditioners have been installed throughout the homestay, ensuring energy efficiency without compromising on guest comfort. 
Sustainability also extends to waste management. All garbage is carefully sorted and disposed of responsibly, reducing the strain on local systems and encouraging a culture of mindfulness. Even in daily operations, Tharanga ensures that the economic benefits of tourism are felt locally—raw materials are sourced directly from the village, supporting nearby farmers and small-scale producers. 
With a clear commitment to the planet and the people around them, Tharanga and his team are helping redefine hospitality—one solar-powered, plastic-free, community-centered step at a time. 

 

 [image: ]


[bookmark: _Toc203041862]Lessons learned and adaptive measures:
One of the biggest challenges Sri Lanka experienced is the frequent changes of ministerial portfolios and transfer of senior officials involved with the project implementation work. Within the reporting period, the project experienced several challenges as a new government came into power at the central level and the powers vested with the Ministry of Environment increased significantly. Theoretically, it was a good sign for the project as MoE chairs the combined project board of BIOFIN, NBSAP and Early Action Support for GBF implementation. But practically the project was experiencing a difficulty as the Project Director – Director of Biodiversity Secretariat of MoE- post was vacant for a long time in 2024 and then filled on temporary basis. The current incumbent is scheduled to return to her original post in the Department of Wildlife Conservation by July 2025.
On the other hand, the climate financing work supported by UNDP found a champion with the External Resources Department of the Ministry of Finance as they were leading the project work with determination and high level of enthusiasm. Further the Ministry of Finance has the legal and institutional capacity to advocate for promotion of innovative financing schemes in Sri Lanka which were characters absent within the MoE. One of the key challenges was to convince the Ministry of Finance to take the lead in BIOFIN process as well.
The 6th Global Workshop of BIOFIN presented with a good opportunity to address this issue and a Deputy Director General of External Resources Department was nominated to represent the government of Sri Lanka at the workshop. This was pivotal in convincing the ministry as the government representative was able to understand the importance of the BIOFIN project to Sri Lanka and steps the country could take to benefit more from the initiative. One good example was the new funding concept developed in late June 2025 where the ERD played a key part in ensuring that the government support will be made available to institutionalize the changes that will be proposed through the project. They have already agreed to play a key role in developing the second iteration of the Biodiversity Finance Plan through the NBSAP development process in latter part of 2025. 




Links to BIOFIN’s communications & visibility products produced during the reporting period;

Twitter: 
https://x.com/UNDPSriLanka/status/1925496665160728770
https://x.com/UNDPSriLanka/status/1930932814251176121

LinkedIn: https://www.linkedin.com/feed/update/urn:li:ugcPost:7336700086086709249/
FB: https://www.facebook.com/UNDPSriLanka/posts/pfbid025PWJUSfFCnseA5r9u4QwPBerR1Bvh8HDnmFMCb7q6UvVuUbnZxi2LQQ73dkgtCjel 


[bookmark: _Toc203041863]Risks
[bookmark: _Toc203041864]Programmatic risks (risks to the programme)
Table 1: Risk register for BIOFIN Sri Lanka
	#
	Description
	Date Identified
	Type
	Impact &
Probability
	Countermeasures / Mngt response
	Owner
	Submitted, updated by
	Last Update
	Status

	
	Enter a brief description of the risk
	When was the risk first identified?
	Environmental; Financial; Operational; Organizational; Political; Regulatory; Strategic; Other
(In Atlas, select from list)
	Describe the potential effect on the project if this risk were to occur
Enter probability on a scale from 1 (low) to 5 (high) P = Enter impact on a  scale from 1 (low) to 5 (high) I =
	What actions have been taken/will be taken to counter this risk?
	Who has been appointed to keep an eye on this risk?



	Who submitted the risk?





	When was the status of the risk last checked?




	For example: no longer relevant (i.e., P and/or I would = 0, if 0 was an option), reducing, increasing, no change




	1
	There is a possibility to inadequately consider the needs of women and other gender related issues in the project activities designing and implementation.    

	20/11/2024
	Social and environmental
	P=3
I=3
	Gender action plan and a strategy will be developed for BIOFIN Sri Lanka project
	Project Coordinator-BIOFIN
	Project Coordinator-BIOFIN
	31/06//2025
	No change

	2
	There is a possibility to experience lack of capacity amongst the government and private sector officials responsible for implementation of the innovative financing solutions and lack of capacity to use the solutions amongst potential beneficiaries of the innovative financing solutions.    
	01/09/2024
	Social and environmental
	P=3
I=3
	Develop and implement specific capacity development programmes for each financial solution targeting the duty bearers and right holders
	Project Coordinator-BIOFIN
	Project Coordinator-BIOFIN
	31/06//2025
	No change

	3
	There is a possibility to delay the project outputs as the project might not have adequate cash flow 
	08/01/2024
	Financial
	P=3
I=3
	Discussions to be held with the global BIOFIN management team to expedite the fund transferring process
	Project Coordinator-BIOFIN
	Project Coordinator-BIOFIN
	20/11/2024
	De-escalatedP=0
Risk no more valid.




[bookmark: _Toc203041865]Social and environmental risks (of the programme)
Please refer to the Social and Environmental Screening Procedure (SESP) conducted for the project (Annex 2)
[bookmark: _Toc203041866]List of annexes and related notes
The following annexes are included in this report:
[bookmark: _Toc203041867]Annex 1: Indicator Tracking Table (in Excel)
The Indicator Tracking Table provides an up-to-date snapshot (subject to the availability of related data) of progress made towards the BIOFIN country programme’s M&E indicator targets.
[bookmark: _Toc203041868]Annex  2: Social and Environmental Screening Procedure (SESP) of the project
[bookmark: _Toc203041869]Annex 3: Level of institutionalization of the BIOFIN project in Sri Lanka
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LKR  USD

1Amana Bank 1,351,000,000          4,617,541                    4,617,541            46,175.41                                       

2Bank of Ceylon

4,953,560

6,100,000,000          20,848,999                 25,802,559         258,025.59                                     

3Cargills Bank 15,376,090,000        52,553,455                 52,553,455         525,534.55                                     

4Commercial Bank of Ceylon

5,488,235

38,500,000,000        131,587,942               137,076,177      1,370,761.77                                

5DFCC Bank

33,931,889

12,889,000,000        44,052,909                 77,984,798         779,847.98                                     

6Habib Bank -                                   -                           -                                                      

7 Hatton National Bank

182,210,526

46,257,000,000        158,100,349               340,310,875      3,403,108.75                                

8MCB Bank -                                   -                           -                                                      

9National Development Bank 22,862,000,000        78,139,312                 78,139,312         781,393.12                                     

10Nations Trust Bank -                                   -                           -                                                      

11Pan Asia Bank -                                   -                           -                                                      

12People's Bank 4,000,000,000          13,671,474                 13,671,474         136,714.74                                     

13Regional Development Bank -                                   -                           -                                                      

14Sampath Bank 1,440,000,000          4,921,731                    4,921,731            49,217.31                                       

15Sanasa Development Bank -                                   -                           -                                                      

16Seylan Bank 565,590,000               1,933,112                    1,933,112            19,331.12                                       

17Sri Lanka Savings Bank -                                   -                           -                                                      

18Union Bank 1,579,980,000          5,400,164                    5,400,164            54,001.64                                       

19National Savings Bank 4,000,000,000          13,671,474                 13,671,474         136,714.74                                     

Total 226,584,210                                  529,498,462               756,082,672      7,560,826.72                                
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