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A.PROJECT/PROGRAMME SUMMARY

A.l. Project or Project A2 Public or Public
programme private sector
A.3. Request for i
Proposals (RFP) Not applicable
GCF Co-financers’
contribution contribution?
Mitigation total 0% 0%
[ Energy generation and access 0% 0%
A.4. Result area(s) 0 Low-emission transport 0% 0%
O Buildings, cities, industries and appliances 0% 0%
Forestry and land use 100 % 100 %
Adaptation total 0 % 0%
0 Most vulnerable people and communities 0% 0%
[0 Health and well-being, and food and water security | 0% 0%
O Infrastructure and built environment 0% 0%
0 Ecosystems and ecosystem services 0% 0%
A.5. Expected mitigation A.6. Expected Not requested here as the project is
outcome adaptation focused on mitigation
o _ -6.68 MtCO2-eq (over 12 outcome N/A
(Core indicator 1: GHG years of project lifespan)23 . NIA
emissions reduced, avoided or (Core indicator 2:
removed / sequestered) direct and indirect N/A N/A
beneficiaries reached)
A.7. Tptal fm::mcmg (GCF 96,076,000 USD
+ co-finance?)
P R p— A.9. Project size Medium (Upto USD 250 million)
8. Tota unaing | 35 000,000 USD
requested
A.10. Financial Grant 35,000,000 USD _
instrument(s) requested O] LoanEnt b O Equity Enter number
for the GCF funding OANEMIET NUMDET O Results-based payment Enter number
] GuaranteeEnter number -
A'l.l' Implementation 6 years® A.12. Total lifespan | 12 years
period
A.13. Expected date of
AE internal approval 9/30/2024 A.14. ESS category | B
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A.15. Has this FP been gélfdi:gis or PPE
El;]taor?ét;ed as aCN Yes No [ support been used Yes [ No
’ to prepare this FP?
A.17.1s this FP included A8 s Ee
in the entity work Yes No [ countr Yes No [
programme? y
programme?

A.19. Complementarity
and coherence Yes No I

The Government of Viet Nam, acting through the Ministry of Agriculture and Rural Development
(MARD) and the Provincial Peoples Committees (PPCs) of Dak Lak, Dak Nong, Gia Lai, Lam
Dong, and Ninh Thuan provinces.

A.20. Executing Entity
information

A.21. Executive summary (max. 750 words, approximately 1.5 pages)

1. Viet Nam'’s rapid economic growth has led to a quadrupling of per capita GHG emissions this century, from 0.79
tCO2eq in 2000 to 3.81 tCO2eq in 2018. GHG emissions are accelerating at one of the fastest rates in the world.
Pollution associated with these emissions impairs health and productivity, exacerbates forest degradation, and
amplifies climate impacts, which have already damaged trade and investment. In 2022, Viet Nam had 14,790,075
hectares of forest area, of which 10,134,082 hectares were natural forests and 4,655,993 hectares were planted
forests. A logging ban was imposed in 2016. However, reducing emissions in the forest sector, particularly in the
Central Highlands region, and addressing the complex sustainability challenges farmers face, is an outstanding
concern. Between 2010 and 2018, the Central Highlands region, where most of the project's target provinces are
located, experienced a significant loss of natural forests and forest degradation. The total loss amounted to 362,532
hectares, representing 30% of the national total. The Viethamese government and IFAD recognize that without
proactive interventions to sustainably enhance forest management and agricultural productivity, pressure on the
country's forests will likely intensify, resulting in an increase of GHG emission and a reduction in the capacities of
forests to play their role of carbon sink.

2. The proposed project, "Achieving Emission Reduction in the Central Highlands and South Central Coast of
Viet Nam to Support National REDD+ Action Programme Goals (RECAF)" is a mitigation project which aims at
supporting the implementation of the National REDD+® Action Plan (NRAP). It is a pivotal element of the Nationally
Determined Contribution 2022 (NDC) to the Paris Climate Agreement. Viet Nam’s unconditional emission reduction
contribution for LULUCF is 32.5 MtCO2eq by 2030 and the conditional emission reductions for LULUCF is an
additional 14.1 MtCO2eq by 2030.

3. RECAF will support REDD+ phase 1 activities at national level, by updating and enhancing the National REDD+
policies and mechanisms to meet results-based payment (RBP) requirements of different donors and strategic
upgrades will be made in the National Forest Monitoring System (NFMS) and Safeguard Information System (SIS).
That will be in addition to the support already received by Viet Nam from the Forest Carbon Partnership Facility
(FCPF) and the UN-REDD Program. It will also support REDD+ phase 2 activities, in the Central Highlands
provinces of Gia Lai, Dak Lak, Dak Nong, and Lam Dong, and the province of Ninh Thuan in the South-Central
Coast by (i) protecting existing natural forests, especially in areas susceptible to deforestation and forest
degradation; (ii) implementing community forest management initiatives tailored to the needs of forest-dependent
communities; and (iii) establishing sustainable, deforestation-free value chains and infrastructure in agricultural
commodities linked to deforestation processes (traceability, reduction of post-harvest losses through processing,
monitoring systems), which will be implemented through public-private-producer partnerships (4Ps) platform to be
created and integrated at the provincial level to mobilize concrete actions to develop deforestation-free value

1 Co-financer’s contribution means the financial resources required, whether Public Finance or Private Finance, in addition to the GCF contribution (i.e. GCF financial
resources requested by the Accredited Entity) to implement the project or programme described in the funding proposal.

2 The total lifespan of the project/programme is defined as the maximum number of years over which the outcomes of the investment are expected to be effective.
This is different from the project/programme implementation period.

3 During the lifetime of the project no RBP will be sought for the ERs resulting from the GCF-financed activities which has been estimated as 1,603,200 tCO2eq”. This
may have to be revisited depending on future decisions to be made by the GCF Board on treatment of RE generated by GCF investments and RBP, UNFCC
decisions or the national regulation in Vietnam.

4Refer to the Policy of Co-financing of the GCF.
5 for IFAD only is 4+2 years
8 REDD+ is a mitigation mechanism of the UNFCCC (Decision 1/CP.16)


https://www.greenclimate.fund/document/policy-co-financing
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chains, and linked to Viet Nam’s Payments for Forest Environmental Services (PFES) with enhanced performance-
based criteria.

RECAF seeks to contribute to generate emission reduction (ERs) of 6.68 MtCO,-eq during its lifetime, through
an investment of USD 76 million in component 2 (REDD+ phase 2), including USD 18.5 million from GCF (24% of
the budget of component 2). A total of 145,000 ha of forestland adjacent to cropland and settlements will be
transformed into economically viable agroforestry systems based on perennial crops and the multi-stakeholder
commune-level collaborative forest management (MCCFM) models (90,000 ha under the agroforestry system
and 55,000 ha under MCCFM) and indirectly protect 500,000 ha of highly valuable natural forests in the target
provinces.

As expected for an Agriculture, Forestry and other Land Uses (AFOLU) project, RECAF also provides significant
adaptation co-benefits, contributing to the climate-resilient sustainable development of forest-dependent
communities in the target provinces, including smallholder farmers, ethnic minorities, and other producers, by
increasing biodiversity and natural forest coverage, enhancing ecosystem services, such as watershed
management, erosion control, soil fertility management, and the supply of non-wood forest products (NWFPs),
which are crucial for the livelihood needs of the local population and reduce poverty in rural communities.
Furthermore, improved land tenure, inclusive investment planning, and equitable resource distribution will generate
economic co-benefits for forest-dependent communities. The project expects to reach 420,000 direct beneficiaries,
including smallholder farmers and ethnic minorities, and a total of 1,000,000 people will indirectly benefit from the
project.

RECAF will promote capacity building and technology development/transfer. This will be achieved through
research, training, and knowledge sharing, which will build awareness, understanding, and capacity among public
and private stakeholders regarding climate change mitigation and adaptation, as well as the main drivers of
deforestation. Technology investment/transfer will be promoted, including investments in small local stations for
monitoring weather, pest incidence, and other environmental parameters, enabling farmers to better plan and
manage their farms and respond timely to weather events. From a trade perspective, RECAF will support the
creation or strengthening of deforestation-free value chains for some key agricultural commodities that Viet Nam
must establish to continue exporting to the EU. This is in response to the new EU Regulation 2023/1115 on
deforestation-free products, which aims to promote the consumption of 'deforestation-free’ products and reduce
the EU’s impact on global deforestation and forest degradation. It also seeks to reduce GHG emissions and
biodiversity loss. This regulation is part of a broader plan of actions to tackle deforestation and forest degradation,
first outlined in the 2019 Commission Communication on Stepping up EU Action to Protect and Restore the World’s
Forests.

Furthermore, RECAF will contribute to the GCF-2 Strategic Plan 2024-2027 targets in two major areas: i)
mitigation, with a cumulative mitigation target of 6,684,338 tCO2-eq over the project lifetime, achieved by covering
a total area of 145,000 hectares with forestland, and indirectly protect 500,000 hectares of highly valuable natural
forests in the target provinces which will further reduce pressure on natural resources and facilitate conservation
programs. That is a direct contribution to the second target of the GCF-2 Strategic Plan which is the improvement
of ecosystems by “supporting developing countries, which results in 120 to 190 million hectares of terrestrial and
marine areas being conserved, restored, or brought under sustainable management.” ii) through its adaptation co-
benefits, RECAF will support 420,000 direct beneficiaries, mainly smallholders and vulnerable individuals, and
1,000,000 indirect beneficiaries, to improve their livelihood and food security, which contributes directly to the GCF-
2 goals for food security “supporting developing countries, resulting in 190 to 280 million beneficiaries adopting
low-emission, climate-resilient agricultural and fisheries practices, securing livelihoods while reconfiguring food
systems.”

Itis important to mention that during the preparation of this project, extensive discussions have taken place between
IFAD and the only GCF Direct Access Entity in Viet Nam, the Viet Nam Development Bank (VDB), which mostly
focuses on large-scale enterprises. These discussions aimed to assess VDB’s interest and capacity in leading or
supporting RECAF. VDB is currently benefiting from a Readiness Support for the Implementation of the IRMF and
is working on a Net Zero Climate Resiliency for Children (NZCRC) Concept Note. VDB has also indicated its interest
in benefiting from IFAD’s experience during the preparation of its projects for GCF. RECAF will complement and
coordinate with the work done through the ongoing GCF-funded project (FP 125), the UN-REDD Programme, the
Lowering Emissions by Accelerating Forest Finance (LEAF) Coalition, and the recent RBP received by Viet Nam
from FCPF in March 2024 for a total of USD 51 million (invested in provinces not covered by RECAF).
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B. PROJECT/PROGRAMME INFORMATION

B.1. Climate context (max. 1000 words, approximately 2 pages)

B.1.1. Viet Nam’s environmental background: an urgent climate issue

9. Climate change significantly impacts Viet Nam,
especially in terms of precipitation and temperature shifts.
As global temperatures rise, Viet Nam experiences more
extreme weather, including heavier monsoons and
prolonged droughts. According to the Global Climate Risk
Index 20247, Viet Nam has improved its rank, but it is still
among the countries most affected by climate-related
events. This vulnerability exacerbates forest problems,
with increased rainfall and flooding leading to soil erosion
v and soil degradation. Furthermore, higher temperatures
eresmiecATik - contribute to forest fires and pest outbreaks, further
Land Use Type 2018 degrading these critical ecosystems. This combination of
I Natural Forest . . .
M reaion et 1@CtOrs places Viet Nam's environmental stability and
I N tireet forestry resources under severe stress, threatening
biodiversity, and local livelihoods.

10. Mean annual temperature in Viet Nam has increased
by 0.5°C — 0.7°C since 1960, with the rate of increase
most rapid in southern Viet Nam and the Central
Highlands. In the period 1971-2010 the rate of warming
in Viet Nam was at 0.26°C per decade, this is reported as
being almost twice the rate of global warming over the
same period. Projected temperature increases range
between 1.0°C and 3.4°C by 2080-2099 when compared
with the 1986-2005 baseline. El Nifio remains a major
influencer of trends in precipitation. On a sub-national
level some changes are significant: the general trend has
been towards increased rainfall in central regions, and
reduced rainfall in northern and southern regions (an
Figure 1. Viet Nam RECAF’s target provinces extensive CC analysis is available in Annex 2, Ch. 3).

11. Viet Nam faces high disaster risk levels, ranked 83 out of 190 countries by the 2024 INFORM CC Risk Indexé ,
driven particularly by its exposure to hazards. Viet Nam has extremely high exposure to flooding, including riverine,
flash and coastal flooding. Also, the country is affected by tropical cyclones and storm surges, though these hazards
are mostly concentrated in the urban areas in the Red River and Mekong River deltas. The RECAF project area is
mainly vulnerable to flash floods and landslides caused by heavy rainfall and typhoons particularly the Dak Lak and
Ninh Thuan provinces. In addition, the project area is exposed to droughts that take place more often and for longer
periods. Some models project an increase of 10% in the annual probability of drought over the next decades.
Increasing inter-annual rainfall variability (rather than any decline in long-term rainfall) and increasing demand for
water are the two main drivers behind the increasing incidence of drought. Within the RECAF project boundaries,
Ninh Thuan is a drought hotspot; the Central Highlands also suffer its effects, particularly on sloping and remote
areas (an extensive CC analysis is available in Annex 2, Ch. 3).

12. As reported in the Viet Nam's 3rd Biennial Update Report (BUR3) Technical Annex?, the Central Highlands (within
the provinces of Gia Lai, Dak Lak, Dak Nong, Lam Dong) and Ninh Thuan within the South-Central Coast regions
(Figure 1) are experiencing the highest rates of deforestation and forest degradation in the country. These regions
populated by 6 million people and a major agricultural production centre of the country, are particularly vulnerable
to climate change due to significant increases in temperatures and precipitation, which in turn provoke
socioeconomic vulnerabilities.

7 https://cepi.org/country/vnm/

8 https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fdrmkc.jrc.ec.europa.eu%2Finform-
index%2FPortals%2F0%2FInfoRM%2F2022%2FINFORM%2520CC%2520Brochure%2520data.xIsx&wdOrigin=BROWSELINK (year
2024, data 2022)

® https://unfccc.int/documents/273504
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13

14.

. Inthe RECAF provinces, the agriculture and forestry sectors account between 28% and 50% of provincial GDP and
from 80% to 90% of employment. Thus, agriculture and forestry are critical activities for the economy and livelihoods
of people in the region. Coffee, rubber, rice, cassava, pepper and acacia are the main cash and plantation crops.
The Central Highlands account for nearly 90% of the country’s coffee cultivation area. Until 2016, the expansion of
these crops had been the main driver of deforestation and forest degradation in the region.1° After 2016, due to the
logging ban of 2016 and lower global commodity prices, the crops expansion rate braked as well as pressure on
the forest ecosystems. However, forest restoration between 2014 and 2018 was limited. Coffee commaodity prices
have doubled since late 2023 due to shortages, raising concern that farmers will again clear forest and plant.

The intricate interplay between socioeconomic conditions and vulnerabilities, such as poverty, uncertain land tenure
rights, limited access to vital technology, finance, market opportunities, and sound advisory services, exacerbates
environmental problems including deforestation and forest degradation. This is further compounded by the absence
of robust and cohesive policy and institutional frameworks. lllegal encroachments for agricultural expansion emerge
as a significant consequence of these factors, resulting in increased emissions, degradation of soil and ecosystems,
and the perpetuation of socioeconomic vulnerabilities.

B.1.2. GHG emissions from land use sectors

15

16.

17.

. AFOLU sector constitutes, globally, the second leading cause of global warming, after energy generation. Viet
Nam’s updated Nationally Determined Contribution to the Paris Climate Agreement of 2022 reaffirms the goal of
increasing forest cover to 42% by 2030 and maintaining a stable level to 2050. Viet Nam’s unconditional emission
reduction contribution for LULUCF is 32.5 MtCOz2eq by 2023. The conditional emission reductions for LULUCF are
an additional 14.1 MtCOzeq by 2023. Thus, RECAF seeks to contribute almost half (6.68 MtCOz-eq) of the national
LULUCF emission reductions in the LULUCF sectors by 2030.

While GHG emissions in LULUCF have stabilized considerably, compared to historical emission rates (particularly
pre-2010), the emissions profile does not adequately capture the emissions from forest degradation and from
conversion of natural forest to plantation forest. Most of the carbon sequestration comes from the extensive
plantation of monocultures for industrial purposes (especially acacia and rubber). Therefore, while whole forest
cover is maintained, the biodiversity of such mono-crops is much lower and does not provide equal levels of
ecosystem services in terms of watershed management, erosion prevention, soil fertility management and provision
of non-wood forest products (NWFPs) for local population’s livelihoods and nutrition purpose.

Furthermore, agriculture activity on converted forestland (whether officially registered as forest or agriculture land)
continues to be a source of emissions and there are also many hectares of now bare land or severely degraded
forest that are currently not sequestering carbon where they did in the past. Agroforestry, which involves integrating
trees into monocrop agricultural lands, enhances GHG sequestration and also provides increased shade, improved
water retention in soils, and diversified income sources for farmers to cope with commodity price fluctuations and
climate changes. Given the substantial opportunities for forest restoration in these regions, it is important to intensify
efforts to protect and restore forests adjacent to agricultural areas and rural communities. This can be achieved
through the establishment of agroforestry value chains, diversification of livelihood sources, and the implementation
of community forestry practices that promote sustainable forest management.

B.1.3. Addressing Viet Nam’s deforestation hotspot analysis, drivers and beneficiary selections

18

19.

. The provinces within the project represent approximately 15% of the national territory and 18% of the country’s
forests, yet are expected to lose 20% of their forest area from deforestation and forest degradation in the next 10
years under a business-as-usual scenario. In the years between 2010 and 2018, the Central Highlands region,
where most of the project provinces are situated, experienced a significant loss of natural and plantation
forests. The total loss amounted to 362,532 ha, which represents 30% of the national total. Additionally, 789,720
hectares of forest were degraded, accounting for 34% of the national total!2. This region experienced the most
significant levels of deforestation and forest degradation in the country. The dynamics of direct and underlying
drivers in the project area is complex and has changed considerably over time (see Annex 2). Despite the successful
restoration of over 1.7 million hectares of forest, only around 48,000 hectares were reforested during the same
period, indicating a lack of significant reforestation efforts.

Deforestation and forest degradation are correlated with geographic characteristics. The strongest negative
correlation is found in relation to human settlements. Indeed, 43.3% of deforestation and 24.5% of degradation were

0 Pham TT, Hoang TL, Nguyen DT, Dao TLC, Ngo HC and Pham VH. 2019. The context of REDD+ in Viet Nam: Drivers, agents and
institutions 2nd edition. Occasional Paper 196. Bogor, Indonesia: CIFOR. And IFAD analysis of crop acreage in the project area.

11 Conclusion 191/VT-VPCP, dated 22/7/2016 on solutions for sustainable forest restoration in the Central Highland region. https://snrd-
asia.org/wp-content/uploads/2022/05/2022-05-18-Policy-brief-Impacts-of-the-logging-ban-in-Viet-Nam_EN.pdf

2 BUR3 and FIPI analysis
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20.

found within 1km of settlement areas. Similarly, 41.2% of deforestation and 15.5% of the forest degradation
occurred within 1km of the road network, indicating that roads, if not properly designed, increase pressure on forests
ecosystems. However, with current increasing world commaodity prices, the consequence of the Ukraine and MENA
conflicts, as well as surging coffee prices,’? it is expected that expansionary pressure from certain crops, notably
maize and coffee, will increase again and increased timber prices may lead to increased illegal logging4*. In
addition, increased fuel and fertilizer costs and general high inflation rates are expected to increase poverty rates,
which in turn push the local community to further encroachment for food production and increased use of firewood
as coping strategies.

The project’s district and beneficiary selection is based on a combined analysis including the following variables:
forest cover, community forest areas, deforestation and forest degradation hotspots, assessment of the drivers of
change, socio-economic condition, ethnic or non-ethnic regions, population living in forest areas, and a detailed
assessment of the agricultural value chains suitable for a jurisdictional approach to deforestation-free sourcing
and/or for the introduction of agroforestry/multiple cropping with shade trees. All the information explaining the
selection of sites is detailed in Annex 2 (Feasibility study), under Chapter 2 (Deforestation and forest degradation
analysis), Chapter 3 (Climate change analysis), Chapter 4 (Socio economic policy environment) and Chapter 8
(Deforestation-free value chains and commodity development). In addition, an extensive narrative with the selection
criteria of the direct and indirect beneficiaries is included in Annex 26, while Annex 26a contains a detailed
calculation of them, the impact on the total population, and per commaodity.

B.1.4. Tools to tackle Viet Nam’s deforestation and forest degradation

21.

22.

Reducing Emissions from Deforestation and Forest Degradation (REDD+) is a central instrument in Viet Nam’s
National Climate Change Strategy. The REDD+ National Action Plan (NRAP), first approved in 2012 and then
updated in 2017, provides the country’s framework for REDD+ implementation up to 2030. Aligned with United
Nations Framework Convention on Climate Change's (UNFCCC) decisions, which urge countries to address the
direct and underlying drivers of deforestation and forest degradation, REDD+ plays a pivotal role in Viet Nam's
National Climate Change Strategy and achieving Viet Nam’s Nationally Determined Contribution to the Paris
Climate Agreement (2022) LULUCF emission reduction targets. The World Bank Forest Carbon Partnership Facility
(FCPF) has supported Viet Nam to achieve REDD+ objectives and receive results-based payments for the North-
Central Coast of the country. However, the Central Highlands have thus far not received large-scale international
support for NRAP implementation. Yet, these forests have suffered roughly 1/3 of the deforestation and forest
degradation nationally and future prospects indicate that despite the logging ban, challenges remain. As Viet Nam
project area approaches the later stages of the forest transition curve, prioritizing the "+" aspect of REDD+ becomes
important, focusing on forest restoration and emissions reduction from agricultural land. However, there are
limitations in Viet Nam, particularly at the provincial, district, and commune levels, to effectively plan and implement
activities related to the "+" component. These challenges are further compounded by the observed and anticipated
impacts of climate change on key crops like rice, coffee, and cashew. Without proactive interventions to enhance
agricultural productivity and value sustainably, these factors will likely intensify pressure on the country's forests.

In supporting implementation of key NRAP (2017) activities in the Central Highlands provinces of Gia Lai, Dak Lak,
Dak Nong, and Lam Dong, as well as in Ninh Thuan province in the South-Central Coast, RECAF is filling a key
gap. The Central Highlands forests, representing 22.3% of the national forest cover, are a hotspot for deforestation.
Between 2010 and 2018, forest loss was 30% of the national total (362,532 ha) and 34% of national degradation
(789,720 ha). The target provinces of the project (Figure 1) are home to a significant population of rural poor and
ethnic minorities® who heavily rely on agriculture and NWFPs for their livelihoods. These communities face
limitations and vulnerabilities in terms of their assets and access to resources, including information, technology,
and finance (Annex 2). Therefore, addressing deforestation and forest degradation in these regions requires a
concerted effort to strengthen enforcement capacity, support livelihood improvements, and establish sustainable
pathways that allow farmers and forest-dependent individuals and communities to engage in market activities for
their betterment.

13 A 150% increase as of June 2024, from 2019 levels. See: https://www.indexmundi.com/commodities/?commodity=robusta-coffee&months=60
14 ADB. 2024. Asian Development Outlook: April 2024. ADB publisher, p. 310 https://www.adb.org/sites/default/files/publication/957856/asian-
development-outlook-april-2024.pdf

15 https://ivietnamnet.vn/en/vietnam-business-news-may-25-2024-2283926.html

16 vietnam has 54 recognized ethnic groups, 53 of which are minority ethnic groups, and is therefore considered a multi-ethnic country. The

Government of Vietham does not apply the term "Indigenous Peoples” to any of these minority ethnic groups. The term "ethnic minorities" is used
instead. It is estimated that RECAF will reach at least 100,000 beneficiary households, of which at least 40% are ethnic minorities, who are living
adjacent to forests and/or depend on forests for their economic livelihoods. They have been considered at design as indigenous peoples from the
perspectives of GCF and an Indigenous People Plan (IPP Annex 6b) has been developed following the GCF and IFAD’s Indigenous Peoples
Policies and guaranteeing Free, Prior and Informed Consent (FPIC).
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23.

24.

Achieving deforestation-free commodity production, as mandated by the NRAP, is crucial for meeting these needs.
Increasing market demands are pushing producers towards this direction, necessitating support in producer
capacity development, value-chain interventions, production standards, and traceability at the jurisdictional scale.
Farmers require support and incentives to change production practices and commodity supply chain shifts must
occur at large scale. The European Union Deforestation Regulation (EUDR) came into effect in 2024, impacting
Viet Nam’s exports of coffee, rubber, wood, and wood products to the European market. Notably, 95% of Viet Nam’s
coffee production and exports, which include 652,000 tonnes of coffee worth US$1.66 billion in 2023, originate from
the Central Highlands region. Viet Nam ranks as the second-largest coffee supplier to the EU by volume. The scale
of effort required to transform these value chains to be deforestation-free is considerable. This transition faces a
number constraints, such as (i) policy and institutional gaps for implementing REDD+ at provincial level, e.g. lack
of interdepartmental, cross-sectoral and public-private coordination; (ii) inequitable distribution of costs and benefits
of forest protection and conservation; (iii) lack of land tenure security; and (iv) lack of incentives for private sector
action, including access to long-term financial products for mitigation and adaptation investments. The proposed
project aims to facilitate an economically viable transition to deforestation-free value chains, agroforestry
systems, sustainable forest management and climate resilient livelihoods and incomes of ethnic and poor
local communities.

Therefore the project will invest in: (i) implementing and mainstreaming the NRAP into provincial socio-economic
development plans (SEDPs), improve coordination and capacity to implement REDD+; (ii) support effective
community-based forest management and inclusive investment planning and equitable resource distribution; (iii)
promote development of deforestation-free agricultural commodities, agroforestry and alternative income
generating activities, climate resilient infrastructure, and development of aligned and funded credit products.

B.1.5. Present REDD+ implementation and need for geographic focus on the Central Highlands

25.

26.

In 2018, Viet Nam became the first country in Asia and the Pacific, and among the first five countries in the world,
to graduate from the REDD+ readiness phase through the fulfilment of the four key UNFCCC requirements (i.e.,
FREL/FRLs, System of Information on Safeguards (SIS), NRAP and NFMS) under the Warsaw framework for
REDD+ implementation.1?” The Government has shown high commitment to REDD+ through its participation in all
international REDD+ related treaties and protocols, its proactivity in promulgation of REDD+ policies, and the
various REDD+ projects. In 2024, Viet Nam has received US$ 51.5 million in Results Based Payments (RBPs) by
World Bank Forest Carbon Partnership Facility8. This is for the forest-sector emission reductions in 6 North Central
provinces of Thanh Hoa, Nghe An, Ha Tinh, Quang Binh, Quang Tri and Thua Thien Hue. The RBPs are primarily
directed to the provinces and beneficiaries in those 6 provinces, as outlined in the Benefit Sharing Agreement*®.
Viet Nam will also receive support for national-level governance activities including: a) support to review, develop,
revise regulations, guidelines for policies and mechanisms on GHG ER of the forestry sector; b) strengthen law
enforcement on forest protection and sustainable development; and c¢) capacity building for relevant organizations
and individuals directly participating in forest protection and management activities (in the North Central Coast).
RECAFs contribution is to assist the Government of Viet Nam and key provinces to implement the NRAP in the
Central Highlands region and Ninh Thuan within the South-Central Coast region. There are challenges to implement
the NRAP (2017) in the Central Highlands region.

These challenges include:

Integration of REDD+ into Provincial Socio-Economic Development Plans (SEDPs): Building capacity to
integrate REDD+ objectives, targets, and activities into five-years provincial SEDPs by providing training and
technical support to provincial government agencies.

Planning and Implementation Support: Provinces have completed Provincial REDD+ Action Plans. However,
Provinces require further assistance to address capacity gaps, technical support and guidance, and implementation
frameworks within their SEDPs.

Local Stakeholder Engagement: Enhancing the capacity of local stakeholders, including government agencies,
community representatives, and civil society organizations, to actively participate in the integration process through
awareness raising, dialogue facilitation, and meaningful engagement.

Cross-Sectoral Collaboration: Strengthening capacity for cross-sectoral collaboration between government
departments and agencies at the provincial level through training on coordination mechanisms, interdepartmental
communication, and the identification of co-benefits between REDD+ and other sectors.

17 https://www.unredd.net/regions-and-countries/asia-pacific/viet-nam.html

18 world Bank REDD+ https://www.worldbank.org/en/news/press-release/2024/03/21/viet-nam-receives-51-5m-world-bank-payment-
for-reducing-emissions-through-forest-preservation

19 vietnam Ministry of Agriculture and Rural Development and World Bank Forest Carbon Partnership Facility (FCPF), 2023.

Benefit Sharing Plan for the GHG ER-P In the North Central Region of Vietnam
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27.

Private Sector Engagement: Building private sector and local farmer capacity to meet REDD+ requirements for
deforestation-free agricultural commodities and facilitating access to financial mechanisms and investment
opportunities related to REDD+.

Monitoring and Evaluation: Building capacity for monitoring and evaluating the integration of REDD+ into
provincial SEDPs, including developing indicators, data collection protocols, and reporting mechanisms specific to
integrated REDD+ and economic development activities.

Operational Early Warning Systems: Strengthening capacity to utilize NFMS data effectively for operational early
warning systems, including training stakeholders on utilizing NFMS data and integrating it with real-time monitoring
tools for timely forest fire and encroachment alerts.

Subnational Capacity Building: Enhancing capacity at the subnational level by building technical expertise of
local government agencies (district level) and non-governmental organizations (NGOSs) in utilizing NFMS data and
other tools to monitor and address deforestation, forest degradation, and illegal encroachment activities.
Performance-based Incentives: The current Payments for Forest Environmental Services (PFES) programme,
operational since 2008, does not contain distribution criteria based on performance of stewardship activities. With
a well-designed incentive mechanism, Viet Nam can create stronger motivation for land users to actively participate
in REDD+ activities.

There are several challenges and capacity gaps that need to be urgently addressed to enhance the overall
effectiveness of REDD+ implementation in Viet Nam, aligning with the country's NDC commitments. Furthermore,
continuous updates and enhancements of FREL/FRLSs, SIS, NRAP, and NFMS are important to maintain eligibility
for seeking RBPs until 2030. These efforts will also support the country in operationalizing the implementation of
Article 6 under the Paris Agreement.

B.1.6. Baseline Activities and Investments

28.

RECAF will leverage and build upon past and ongoing REDD+ support initiatives, specifically the UN-REDD
Programme, the Forest Carbon Partnership Facility (FCPF) of the World Bank, and the Lowering Emissions by
Accelerating Forest Finance (LEAF) Coalition 20, among others. The Integrated Sustainable Landscape
Management through Deforestation-Free Jurisdiction project, lead by UNDP and in partnership with IDH, UNEP,
and CIAT pursued a detailed Central Highlands deforestation-free jurisdictional commodity production and planning
effort, which was partially funded for Lam Dong and Dak Nong Provinces, and those activities form a basis to build
upon. The IDH Initiative for Sustainable Landscapes (ISLA) is actively implementing deforestation-free activities in
Lam Dong and Dak Lak, and RECAF will seek to dovetail with the These initiatives serve as foundations for
ensuring the additional value of RECAF, to bring a comprehensive approach across the entire Central Highlands
region, for comprehensive NRAP implementation through deforestation-free agricultural production, addressing
cross-sectoral challenges, capacity and finance constraints at Provincial levels, and to support rural producers and
value-chains to meet the deforestation-free jurisdictional requirements of the EUDR. Given the overlapping
provincial coverage between LEAF and RECAF, careful coordination between the two initiatives will be established
to ensure a complementary relationship. RECAF will assist the Government of Viet Nam in reinvesting these
benefits into further REDD+ outcomes, aligning with the country's NDC commitments. Refer to Section 6.1.2.1 on
Annex 2 on Baseline Activities and Investments.In addition, RECAF will complement the ongoing GCF-funded
project (FP 125) titled "Strengthening the resilience of smallholder agriculture to climate change-induced water
insecurity in the Central Highlands and South-Central Coast regions of Viet Nam (2020-2026)," implemented by
United Nations Development Programme (UNDP). RECAF will actively collaborate with the UNDP project to ensure
the cost-effective integration of adaptive capacities, including climate information, hydro-meteorological forecasting,
early warning systems, and extension services, into RECAF’s emission reduction effort through agroforestry and
collaborative forest management. By linking up with the UNDP project, RECAF will leverage the necessary
measures, capacities, and relevant lessons learned, incorporating best practices that have been identified through
the project's implementation. The collaborative approach between RECAF and the GCF-funded project will
maximize synergies, facilitating the exchange of knowledge and ensuring the cost-effective and sustainable use of
GCF proceeds. RECAF will also leverage past initiatives such as the completed "Viet Nam Sustainable Agricultural
Transformation" (VnSAT) project by the World Bank, which focused on promoting sustainable Arabica coffee
production and value chains in Lam Dong province. Additionally, RECAF will replicate successful practices from the
ongoing "Commercial Smallholder Support Project in Bac Kan and Cao Bang" by IFAD, which enhances market-

20 0On 31 October 2021, MARD and Emergent - the trustee of the LEAF Coalition, signed the Letter of Intent. With this Letter of Intent, Viet
Nam transfers to LEAF/Emergent 5.15 million tons of CO, emissions reduction from forests in the South Central region and Central Highlands
during the 2022-2026 period. LEAF/Emergent will pay for this service with a minimum price of USD 10/ton of CO,, resulting in USD 51.5
million. The registered area of emissions reduction commercial forest is 4.26 million ha, including 3.24 million ha of natural forest and 1.02
million ha of plantation forest. Given that RECAF is focused on REDD+ activities in the same provinces as targeted under LEAF, IFAD is in a
good position for joint planning of IFAD-GCF-LEAF resources, to ensure complementarity. An agreement between MARD and IFAD has been
prepared in which MARD would consider IFAD as the third-party intermediary as the geographical match between LEAF jurisdictions and
RECAF.
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oriented SEDPs through business development and improved financial access in agroforestry. For further
information, please consult Annex 2. In addition, in March 2024, the World Bank financially supported Viet Nam by
providing verified emissions reductions (‘carbon credits') for efforts to reduce deforestation and forest degradation,
and to enhance carbon storage through reforestation and afforestation as part of the REDD+ initiative under the
World Bank’s Forest Carbon Partnership Facility (FCPF). RECAF will develop synergies with the World Bank to
further promote join activities in the target provinces.

B.1.7. Relevant Enabling Policies for REDD+ in Viet Nam

29.There exists a robust set of domestic policies and strategies for REDD+ to address deforestation and forest

30.

degradation, enhance forest carbon stocks, and simultaneously improve the livelihoods of forest-dependent
communities. These include the Updated Nationally Determined Contribution (NDC) (2022); Decision No. 419/QD-
TTg National REDD+ Action Programme (NRAP) to 2030 (2017); Forestry Law (2017); Environmental Protection
Law (2020); Planning Law (2017); Criminal Code (2015); National Climate Change Strategy with Vision to 2050
(2022); Decree No. 06/2022/ND-CP on Mitigation of Greenhouse Gas Emissions and Protection of the Ozone
Layer (2022); Decree No. 08/2022/ND-CP Detailing a number of articles of the Law on Environmental Protection
(2022); Prime Minister’s Directive 05/CT-TTg dated May 18th 2022 on Strengthening management of forest
protection and solving illegal deforestation and forestland encroachment; Prime Minister at Decision 297/QD-TTg
dated March 18th 2019 on Regional Program on Forest Protection, Restoration and Sustainable Development in
the Central Highlands for the period 2016-2030. Refer to Sections 6.1.3 and 6.1.4 in Annex 2 for more details.

Other enabling policies of note and areas for increased alignment: The Voluntary Partnership Agreement
between the European Union and the Socialist Republic of Viet Nam on forest law enforcement, governance
and trade (FLEGT) signed in 2018 provides a legal framework to ensure all imports into the European Union from
Viet Nam of timber and timber products have been legally produced, to promote trade in timber products that are
from sustainably managed forests, and form a basis for cooperation on enhanced forest law enforcement and
governance. There may be opportunities for greater policy alignment between REDD+ and the 2018 Law on Crop
Production (Law No. 31/2018/QH14) which does not reference deforestation-free agriculture but does mandate
crop production shall comply with laws on environmental protection, and strategies to adapt to climate change and
decrease greenhouse gas emissions are to be implemented. Similarly, the 2017 Planning Law, covering a ten-
year planning period from 2021 to 2030, (with a vision to 2051) enables spatial and sector planning at Provincial
and National levels, but does not provide clarity on how national target programmes, such as REDD+, relates to
other policy goals related to poverty or sector growth plans. However, the Planning Law does enable implementation
of some NRAP activities, such as defining spatial distribution and targets for agricultural and forest land use, and
defining areas prohibited from exploitation. There are opportunities in the next 5-year development planning cycle
to encourage greater alignment, and that is a key activity RECAF will pursue at Provincial and district levels.
Vietnam’s Sustainable Coffee Plan for 2020 and Vision for 2030 does not include commitments to REDD+ or
deforestation-free initiatives, especially in light of the EU Deforestation Regulation??.

B.2 (a). Theory of change narrative and diagram (max. 1500 words, approximately 3 pages plus diagram)

B.2.(a).1. Project Goal and Goal Statement

31.

The RECAF project’s goal is to reduce GHG emissions from AFOLU sector, contributing to the climate-resilient
sustainable development of forest-dependent communities in the target provinces. To achieve this goal, the project
sets out its paradigm-shifting logic predicated on the premise that:

Goal Statement: IF Viet Nam's REDD+ design pillars and NRAP are fully upgraded and integrated into provincial
socio-economic development processes with effective public-private-producer partnerships (4Ps) and financial
and legal incentives to operationalize deforestation-free value chains for REDD+, THEN Viet Nam will be able to
scale up its sustainable land and forest management across the Central Highlands and South-Central Coast and
beyond to establish a pathway towards low-emissions sustainable development, BECAUSE the necessary policy
and institutional frameworks, technical capacity, and financial means will have been placed to reduce GHG
emissions from the AFOLU sector while contributing to the climate-resilient sustainable development of forest-
dependent communities.

21 https://tradeeconomics.com/vietnam-the-european-union-deforestation-regulation-and-implications-for-vietnam/
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32.

Figure 2 Theory of Change Diagram
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The prolect focuses on developing deforestation-free value chains, fostering alternative livelihood options, and
implementing community forest management initiatives tailored to the needs of forest-dependent communities as
described further below. The accompanying Theory of Change diagram (Figure 2) also visually depicts these
approaches and illustrates the anticipated outcomes of the project's interventions.

B.2.(a).2. Barriers

33.

34.

The project will address the following barriers to meet the goal statement.

Barrier 1. At provincial level, there is a lack of interdepartmental, cross-sectoral and public-private
coordination to implement NDC and NRAP objectives: Provinces are requested to contribute to Viet Nam’s
updated NDC (2022) targets and implement Provincial RAPs. MARD has signed agreements with the 5 Central
Highlands Provinces to comply with the EUDR by the end of 2024 so as not to disrupt exports of coffee, wood, and
wood products, rubber from the region. Yet reaching compliance and transforming these commodity value chains
will require significant longer-term investments and changes in operations, as well as changes to the next 5-year
provincial development plans (SEDPs). Traceability in the coffee sector is hampered by the structure of the value
chain and thus jurisdictional approaches to standards and tracing must be developed to address this barrier. NDC
and NRAP targets require integration into SEDPs. Sectoral disconnects, lack of interdepartmental, cross-sectoral
coordination, and capacity constraints at district and provincial levels on cross-sector trade-offs and planning is
needed. Provincial SEDPs are the primary strategic document for the provincial government and its various sectoral
plans. SEDP provides the basis for the coordinated work planning and budget to implement all socio-environmental-
economic activities during a period of five years. There is also a lack of public-private sector coordination to ensure
these policies take into account private sector actions and investments that must be coordinated for transformation
impact in the sectors.

Barrier 2. Policy and institutional capacity gaps at the national level to access REDD+ Results Based
Payments and forge cross-sector alignment for reaching AFOLU emission reductions and climate
resilience: Viet Nam has well developed REDD+ readiness, including forest monitoring, Measurement, Reporting
and Evaluation (MRV) systems, benefit-sharing mechanisms, and safeguard policies, from national to Provincial
and district levels. Viet Nam has both technical and financial capacities to produce activity data and emissions
factors for deforestation and forest degradation. Additional technical assistance is needed for afforestation. This
has application in future distribution of PFES and for other Results-Based emission reduction payment efforts. Viet
Nam seeks to define conditions for the implementation of Article 6 of the Paris Agreement, which shall contribute,
if managed properly, to increased flow of financial resources for private and public sectors reducing emissions.
Cross-sectoral incoherence exists, though recent changes to agriculture sector policies offer a basis to build upon.

22 Co-benefit 1 and co-benefit 2 are interconnected co-benefits.
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35.

36.

37.

The 2018 Law on Crop Production does not include deforestation-free agriculture and more effort is necessary to
define how sector area targets, planning and investment can be aligned with NRAP objectives. The 2017 Planning
Law (2021 to 2030, with a vision to 2051) does not provide clarity on how national target programmes, such as
REDD+, relates to other policy goals. Viet Nam’s Sustainable Coffee Plan to 2020 and Vision to 2030, does not
include REDD+ or deforestation-free commitments. Working with GoV at all relevant levels, RECAF will pursue
greater sectoral alignment to address these barriers.

Barrier 3. Lack of secured land tenure: The Central Highlands faces land tenure challenges that are complex
and differ based on many factors and nuances, all of which impact on NDC, NRAP and SDG goals. Improved forest
management and agroforestry take time to provide economic and environmental services. Therefore, rural
households and communities need to have some long term secured land tenure to invest in planting trees and
adopting more sustainable labor-intensive practices. The Government of Viet Nam nationalized forest resources in
1976 and set up State Forest Enterprises (SFE) to manage forests, even though traditional tenure rights of local
communities and traditional forest management practices were ignored. Sometimes land traditionally cultivated
(through shifting cultivation or permanent cropland) was included as forestland, or smallholder farmers were
displaced from their land elsewhere and pushed into the forest, leading to disputation that continue until today.
Reforms in the 1990s and 2000s provided a legal framework for re-allocation of forest resources to local
communities. However, some discrepancies and gaps in the legal framework remains. For example, while the Land
Law of 2013 did not recognize allocation of natural production forests to local communities, by contrast, the Forestry
Law of 2017 recognizes local communities, defined as "groups living in the same village and having the same
customs and traditions", as legal owner of forest and giving priority in forest allocation to ethnic minority groups and
communities who have customs, traditions, culture, beliefs and customary rules associated with forest uses. Both
laws are in force. Furthermore, there is no legal definition of community-based forest management in Viet Nam.
Forests that have been allocated to households and communities are usually of poor quality with low economic
returns, allocation criteria have at times excluded poor, particularly ethnic minorities and women-led households
and revocation of allocated user rights is fairly easy and frequent. Furthermore, a lack of community involvement in
decision-making has resulted in disputes. (See more details in annexes 6A and B, 7 and 8). Thus, forestland
dependent rural households and communities do not have the long-term secured land tenure that is a prerequisite
for their ability to invest in better forest management and agroforestry. From this perspective, it is crucial to
thoroughly explore the possibility of establishing a multi-stakeholder commune-level collaborative forest
management (MCCFM) mechanism in order to enhance current institutional arrangements and forest management
methods at the commune level. This mechanism will facilitate collaborative zoning, forestland allocation (FLA), and
sustainable forest management (SFM) practices, in conjunction with Provincial Peoples Committees (PPCs), Forest
Management Boards (FMBs), and Commune Peoples’ Committees (CPCs).

Barrier 4. Lack of capacity and incentives for private sector action: Government targets for the private sector
continue to focus on raising the efficiency and competitiveness by increasing productivity, quality, and added value.
Key incentives are price support subsidies for rice; irrigation service fee exemptions and lack of pricing on water
extraction; seed and livestock breeding subsidies; credit subsidy schemes, reduction of land taxes and extension
services. Only recently, the target of reducing adverse impacts on the environment has been added to agribusiness
development policies and requirements for Environmental Impact Assessments to obtain investment permits have
become stricter. Only companies exporting to specific exports markets (e.g., organic niche markets, timber exports
to the EU under Forest Law Enforcement Governance and Trade (FLEGT) and recently enacted European Union
Deforestation Regulation (EUDR)) have an incentive to invest in sustainability and mitigation. Consequently, there
has been little demand for financial products to facilitate such investments and commercial banks and microfinance
institutions (MFIs) have neither developed suitable credit products nor have they sufficient institutional capacity
(including, at the micro level, medium to long term funding capacity) and knowledge on the subject. While the Viet
Nam Bank for Social Policy and microfinance institutions target the poor with small loan amounts and the Viet Nam
Development Bank (VDB) provides loans for sustainable investments by large scale enterprises, there is a “missing
middle”, encompassing both size and tenor elements, resulting in a lack of long-term investment loans targeting
poor and vulnerable groups that would allow them to integrate into structured value chains, and to invest in climate
change mitigation and adaptation. In addition to this, MFIs have limited effective outreach due to low capitalization
and many ethnic minorities and rural communities in particular have low access to the financial services designed
for the poorest. Adaptation to climate change has been mainly in the form of investments in irrigation, which has
also an immediate impact on productivity, and less in overall adjustments of the farming systems such as
agroforestry systems. Farmers who are members of formal cooperatives or associations tend to have better access
to financial and extension services, better bargaining power and better voice in policy decisions. Despite reforms to
the cooperative law, there is still a lack of farmer organizations that provide effective services to their members and
not all registered cooperatives are real member-based organizations or are business oriented.

Barrier 5. Inequitable distribution of costs and benefits of forest protection and conservation: In the past,
forest enterprises and management boards profited from timber harvesting in natural production forests until a
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logging ban was imposed in 2016. Since then, only plantation forests have generated timber income. Meanwhile,
local communities continue to depend on the resources provided by healthy natural forests, including NWFPs, which
hold cultural significance for ethnic minorities. The conservation of forests is also crucial for drinking water and
hydroelectric companies as they safeguard water sources, serving both the local population and the long-term
operation of hydropower plants. These companies are obligated to contribute to forest management through
Payment for Forest Ecosystem Services (PFES). PFES payments are channeled through the Provincial Forest
Protection Development Funds to forest owners who contract landless farmers, smallholders, and ethnic minority
households for forest patrol services. As a result, PFES payments are de facto turned into payments for labor, and
are not linked to performance in terms of forest protection. These payments are often inadequate and fail to reach
those who provide patrol services. An additional challenge is the exclusion of women-headed households from
patrolling contracts and subsequent payments, exacerbating the issue further. These problems are intertwined with
the lack of secure land tenure, especially among smallholders, ethnic minorities, and women-headed households.
In contrast, others, such as agri-businesses, benefiting from ecosystem services are not currently required to
contribute to PFES. Consequently, the existing mechanisms do not provide sufficient incentives to encourage land
users to prioritize long-term sustainability and productivity over short-term economic gain. While Decree 99 of 2010
listed forest carbon sequestration and retention services as eligible for payment for forestry ecosystem services, it
does not specify the users of these services. Decree 08 of 2022 on payment of natural ecosystem services and
Decree 107 of 2022 on carbon payment in the North Central region provide additional guidance, but operational
details are still being harmonized.

B.2.(a).3. How the outcomes will overcome the barriers

38.

39.

40.

The project seeks to deliver two outcomes that are mutually reinforcing, overcome the barriers, and support each
other to realize its goal as shown in Figure 3.

Viet Nam’s REDD+ design pillars are fully upgraded and integrated into provincial policies & institutional
frameworks with improved public-private-producer partnerships (4Ps) to operationalize REDD+ (Outcome
1): This initiative will bolster both provincial and national AFOLU policies, aiding the fight against deforestation and
ecosystem degradation. Furthermore, it seeks to incorporate REDD+ into the national and provincial development
policies and institutional capacity plans, thereby overcoming Barrier 1. It will also strengthen stakeholder
coordination mechanisms and tackle issues related to interdepartmental and cross-sectoral coordination (Barrier
2). Furthermore, it will address the lack of incentives for long-term sustainable forest management (Barrier 3),
ensuring these challenges are effectively met and resolved. To ensure smooth operations and coordination between
the RECAF, relevant institutions, and initiatives Figure 3 Mutually Reinforcing Outcomes of RECAF

such as LEAF, the Department of Forest (DoF)
under MARD (formerly called VNForest) will

Strategic framework
& Directions
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requirements.

consequently to 4Ps’ deforestation-free
value chains & performance-based finance
(Outcome 2): Building upon the foundation laid
by Outcome 1, this outcome focuses on the RBPs Emissions
development of deforestation-free value chains Reductions
through the engagement of 4Ps, improved
financial access, and the creation of supporting
infrastructure will effectively address Barrier 4 Sources ol
and encourage (greater private sector
involvement. The provision of performance-
based incentives for well-managed forests

REDD+ RBPs

under community forest management, in

conjunction with the establishment of deforestation-free value chains, will enhance income-generating opportunities
for forest-dependent communities through sustainable forest management, effectively eliminating Barrier 5. These
efforts will result in increased forest carbon stocks and enhanced carbon sequestration.

B.2.(a).4. Co-benefits:

41.

While the specific outputs under the two outcomes will be further described in section B.3, it is important to note
that delivering these outcomes will also yield co-benefits in two primary areas closely associated with mitigation
activities. Improved land tenure, diversified agroforestry intercropping and inclusive investment planning and
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equitable resource distribution will generate livelihood and economic co-benefits for forest-dependent communities.
Closely related to that, incorporating climate considerations into deforestation-free value chain development and
sustainable forest management will enhance climate change resilience of both forest-dependent communities,
leading to adaptation co-benefits. It should be emphasized that although these co-benefits may extend to other
areas such as social, gender, and environmental aspects, the project's exclusive focus will be on monitoring these
distinct areas of contribution to ensure co-effectiveness.

B.2. (a).5. Risks (Please see Section F for more detail)

42.

43.

44,

45.

External shocks to the macro-economy (such as market fluctuations, pandemics, and conflicts) pose a
potential risk to this proposal. The project currently assumes that smallholders can achieve sustainable livelihoods
by opting for deforestation-free alternatives and participating in Payment for Environmental Services (PFES/PES)
programs, rather than engaging in encroachment activities. The Economic and Financial Analysis (EFA), outlined
in Annex 3, provides evidence that agroforestry and niche product business models can be equally or more
profitable in the long run. To ensure the success of the innovative PES mechanism, a study on fair pricing for carbon
services will consider the opportunity costs involved. However, it is important to note that these costs are subject to
change due to various factors, including fluctuations in international carbon markets, pandemic-related restrictions,
and conflicts. Consequently, there is a risk that during periods of high agricultural commodity prices and relatively
low PES payments, it may once again become more profitable to resort to deforestation for crop cultivation. To
mitigate this risk, it is crucial to enhance the enforcement of forest protection regulations. At the project and
enterprise levels, key measures to address this concern involve conducting thorough financial analyses of project
investments, prioritizing high-quality, productive, and cost-efficient deforestation-free production options.

Climate change poses a significant threat to the livelihoods of impoverished communities, particularly those who
are highly susceptible to climate-related hazards like droughts, pests, heat waves, and disease outbreaks, which
often lead to crop failures. The project is designed to factor in the climate vulnerability of these communities during
the development of a deforestation-free value chain, facilitating infrastructure enhancements, and promoting
MCCFM. To mitigate the adverse effects of climate change, several measures will be implemented. These include
the promotion of climate-resilient crop varieties, diversification of livelihood options through the development of
specialty products and improving access to financial resources. By integrating these strategies, the project aims to
enhance the resilience and sustainability of the livelihoods of vulnerable communities in the face of climate change.

Lack of investment interest is also a risk in which the project is unable to design credit products attractive enough
for banks to invest their own capital. These financial products must be tailored to the needs of individual farmers
and enterprises, while still being appealing to a significant number of them. This is crucial because financial
institutions have fixed costs and require scale to be profitable. The main mitigation measures include hiring qualified
rural finance experts, collaborating closely with banks to design scalable financial products, demonstrating
profitability and driving demand for these products through project activities, and reducing unit operating costs for
banks through capacity building and enabling value chain linkages.

Insufficient human resources and operational delays: In general, weak coordination between government units
and a limited availability of skilled contractors and service providers can cause delays in project implementation. To
mitigate this, the project emphasizes strong institutional linkages and has started identifying potential external
technical assistance through the IFAD country team. The project also requires solid and long-term commitment
from various actors. Some planned activities may involve processes that take longer than expected. The 4P
participatory action plans will address participants' needs to ensure commitment, and proactive management and
IFAD support will further mitigate the risk of delays. Specifically, delays in project start-up may result from non-
synchronous GCF and IFAD approval processes. Therefore, once IFAD Executive Board approval is obtained, all
post-approval processes will be initiated in line with GCF requirements, ensuring that the necessary documents are
ready for signature upon GCF's approval. Other delays may occur in procurement processes due to discrepancies
between IFAD guidelines and national laws and regulations. This risk will be mitigated by utilizing IFAD's Online
Procurement End-to-End System (OPEN) and providing training to project staff. More details in section F1.

B.2.(a).6. Assumptions

46.

47.

Policies & regulations are implemented: It is assumed that the improved policies and regulations will be
effectively implemented by decision makers and communities. Given the strong commitment demonstrated by
MARD and the participating provinces during the project preparation process, IFAD is confident that this assumption
will hold true during implementation.

Private sector's and farmers' risk appetite remains high: It is assumed that SMEs and communities are keen
on participating in deforestation-free value chains, as it aligns with their long-term prosperity is tied to the
preservation of forests. IFAD is convinced of this due to the significant cultural and economic roles forests play in
the target communities and for small businesses. However, it is acknowledged that communities often rely heavily
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on the remaining forests due to livelihood needs and external pressures leading to reduced forest areas. Therefore,
RECAF will demonstrate practical deforestation-free supply chain management and alternative livelihood options
to establish avenues for sustainable income generation and livelihood enhancement. Effective consultation with
ethnic minorities will be sought before any activity that affects their lands, territories, resources, livelihoods, or
cultures is carried out. Detailed information about FPIC is included in Annex 6B — Indigenous Peoples Plan

48. Consumer demand for deforestation-free products continues: This assumption is based on the recent
European Union Deforestation Regulation (EUDR) mandating that key agricultural commaodities (coffee being the
largest, given the large import demand Europe has for Vietnamese coffee) meet the criteria of deforestation-free.
The assumption is also based on increasing awareness among consumers about the impact of climate change and
the crucial role that tropical forests play in climate change mitigation and adaptation efforts. As a result, consumers
are making conscious purchasing decisions that prioritize deforestation-free products, leading to a rise in
international demand.

49. REDD+ RBPs opportunities are available: This assumption is supported by the ongoing processes under LEAF
and FCFP, the ongoing discussions in the GCF Board for a new REDD+ RBP Window, and the renewed
international commitment to climate action in the forestry sector at the Conference of Parties (COP) 27 of the
UNFCCC. These factors provide additional momentum and opportunities for the implementation of REDD+
initiatives.

B.2 (b). Outcome mapping to GCF results areas and co-benefit categorization

50. To contribute to GCF Mitigation Results Area 4 (Forestry and Land Use), the project's Outcome 1 and Outcome 2
must complement each other. They aim to operationalize REDD+, verify REDD+ results aligned with Viet Nam's
NDC and NARP, deliver RPBs, meet national REDD+ information requirements, and generate emissions reductions
and removals at the jurisdictional level. This integrated approach ensures the project's impact through implementing
REDD+ in Viet Nam.

GCF Mitigation Results Area (MRA 1-4) GCF Adaptation Results Area (ARA 1-4)
MRA 1 MRA 2 MRA 3 MRA 4 ARA 1 ARA 2 ARA 3 ARA 4
Energy Low- Building, | Forestry Most Health, well-Infrastructure| Ecosystems
Outcome number ; o o . .
generation | emission citiies, and land | vulnerable | being, food | and built and
and access| transport | industries, use people and | and water |environment| ecosystem
appliances communities| security services
Outcome 1: Viet Nam’s
REDD+ design pillars are fully
upgraded and integrated into
provincial policies and 0 O O 0 0 0 0

institutional frameworks with
improved public-private-
producer partnerships (4Ps) to
operationalize REDD+

Outcome 2: Emissions
reductions from AFOLU are
generated through 4Ps’ O O O] O O O O
deforestation-free value chains
and performance-based finance

51. The main co-benefits from RECAF are i) adaptation co-benefit (increased resilience of forest-dependent
communities) and ii) economic (improved land tenure, inclusive investment planning, and equitable resource
distribution). It is important to highlight that equitable access to project benefits will be delivered in a culturally
appropriate manner for ethnic minorities. They have been adequately consulted about the design and will continue
to be consulted during project implementation in an iterative manner on aspects that relate to their lives and/or
communities. Further information is provided in Annex 6B — Indigenous Peoples Plan.

52. Thus, the RECAF project outlines a framework for developing adaptation indicators during the implementation
stage. These indicators will serve as benchmarks to monitor and evaluate the effectiveness of the co-benefit
adaptation measures, ensuring they meet intended objectives and can be adjusted in response to new information
or changing conditions. This dynamic approach will mitigate potential adverse outcomes and enhance the project’s
capacity to adapt effectively to evolving climate scenarios. In addition, RECAF ensures that no maladaptation occurs
throughout its lifecycle. Maladaptation, which refers to actions that inadvertently increase vulnerability to climate
change instead of reducing it, is meticulously avoided by integrating project management strategies and
comprehensive risk assessments.
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Co-benefit

Co-benefit number
Environmental Social Economic Gender Adaptation Mitigation

Co-benefit 1: Improved
land tenure and inclusive
investment planning and O O O O O
equitable resource
distribution

Co-benefit 2: Increased
resilience of forest O O Ol O O
dependent communities.

B.3. Project/programme description (max. 2500 words, approximately 5 pages)

53. This section focuses on describing the outcomes, outputs, activities, and sub-activities to elaborate on the project’s
approach and strategy. Thus, Annex 24 includes a table of activities with detailed information about the EE and its
funding source.

Output 1.1: National REDD+ policies & mechanism upgraded & updated to mest results-based payment (RBP) requirements

Outcome 1: Viet Nam’s REDD+ design pillars are fully upgraded and integrated into provincial policies &
institutional frameworks with improved public-private-producer partnerships (4Ps) to operationalize REDD+:
This outcome will foster cross-sector coordination and planning mostly at Provincial levels, leading to a tangible
reduction in deforestation, and strengthened capacities to mobilize funds for the implementation of REDD+ action
plans. The NRAP, FREL/FRLs, NFMS, SIS and registry provide solid foundations from which to invest in minor
additions, as necessary, to meet the international requirements for accessing and obtaining RBPs from specific
sources such as LEAF and potentially other sources in relation to Article 6 of the Paris Agreement (Output 1.1).
These updates to the REDD+ design pillars will be seamlessly integrated into provincial SEDPs, ensuring an enabling
policy and institutional environment that facilitates effective stakeholder coordination. This integration will foster 4Ps
at the provincial level, mobilizing concrete actions to achieve emissions reductions and removals through the
development of deforestation-free value chains and community forestry initiatives (Output 1.2).

Output 1.1: National REDD+ policies and mechanism upgraded to fulfill all required functions, including
afforestation. Two activities will build on previous readiness investments to bolster Viet Nam’s capacity to implement
Phase 2 (REDD+ implementation) activities. These are detailed below.

Activity 1.1.1: Upgrade National Forest Monitoring System (NFMS) and Safeguard information System (SIS)

Sub-activity 1.1.1.1. Upgrade a monitoring system to report results of emissions reductions and removals:
In collaboration with FIPI, this activity will support the DoF to upgrade its NFMS to achieve all emission reduction and
enhancement activity requirements in the LULUCF sectors, and assist Viet Nam to complete required diligence in
meeting the ART/TREES?% standard applied by the LEAF coalition. Activity 1.1.1 will enhance the NFMS and SIS
by addressing institutional and technical gaps at the national level to effectively monitor the progress of the NRAP
implementation. Vietham has both technical and financial capacities to produce activity data and emissions factors
for deforestation and forest degradation. Technical assistance is needed on Activity Data and Removal factors for
afforestation. This would allow Viet Nam to access new options for Results Based Payments in areas outside the
GCF funded project area/carbon pools, including those from the private sector. RECAF will also support the NFMS
to enhance its transparency, inclusiveness and accessibility to strengthen the linkages between the monitoring of
NRAP, NFMS, MRV and registry system to effectively and strategically monitor REDD+ investment effectiveness and
coordinate RBPs from different sources in relation to Viet Nam's NDC. The activity will also support greater
engagement of provincial institutions and civil society organizations in the provincial MIS (Sub-activity 1.2.1.3).

23 TREES - The REDD+ Environmental Excellence Standard — is the Architecture for REDD+ Transition (ART)'s
standard for the quantification, monitoring, reporting and verification of Greenhouse Gas (GHG) emission reductions
and removals from REDD+ activities at a jurisdictional and national scale. https://www.artredd.org/trees/
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Sub-activity 1.1.1.2. Implement the REDD+ Safeguards Information System: Despite government’s effort, the
safeguard information system (SIS)?* and the operationalization of SIS to improve good forest governance at
provincial and district levels has not been fully achieved - due to the lack of budget and low capacity of relevant
stakeholders at local level. To improve, the Project will support Department of Forest (central level) to design and
implement a training programme related to good governance of forests. This program will focus on a) Developing a
Manual on SIS Monitoring and Reporting (for use at provincial level, and can be used nationwide), b) Developing
guidelines on promoting gender equity and rights of indigenous peoples in forest development, and ¢) Conducting
trainings (within project provinces) for Forest Management Boards to effectively investigate and reporting the
biodiversity status of their forest, for staff reporting on SIS.

Sub-activity 1.1.1.3. Promote inter-provincial coordination and knowledge management: RECAF will support
a REDD+ communication strategy in the target Provinces, to assist in public dissemination of project details beyond
the direct project participants. A website and the engagement of provincial and national media will increase
awareness about the project activities and on the importance and benefits of forest conservation, on relevant policies,
on deforestation-free livelihood options, on the forecasted impact of climate change in the project area and options
to adapt farming systems to this change. MARD will also organize interprovincial exchange workshops with 4P
platforms and on regional landscape coordination with participants from similar agro-ecological zones and/or from
the same watershed to exchange lessons and facilitate coordinated planning across provincial boundaries. This
activity will also enhance knowledge management (KM) and innovation on REDD+ related topics, including from and
with other provinces, countries and non-governmental stakeholders.

Activity 1.1.2: Mobilize resources for NRAP implementation and inclusive investment planning and equitable
resource distribution mechanisms

Itis crucial for Viet Nam to mobilize resources to effectively implement the NRAP (2017) and establish benefit-sharing
mechanisms. These efforts are essential for achieving successful and sustainable emissions reductions and removals
through REDD+. The activity will develop a comprehensive regional investment plan for NRAP implementation, and
explore avenues to increase domestic financing for deforestation-free value chain development and collaborative
forest management.

Sub-activity 1.1.2.1. Prepare a Regional NRAP Investment plan: There is a need to coordinate the range of
funding sources that should be aligned (but are currently not) to implement NRAP objectives across the priority
Central Highlands Provinces and Ninh Thuan province. This includes in relation to the activities identified in Section
6.1.2.1 in Annex 2, other sources of domestic finance, and possible RBPs via the LEAF Coalition.

Sub-activity 1.1.2.2. Conduct capacity building for private sector resource mobilization: The activity will also
establish and operationalize a domestic Viet Nam Forest and Business Partnership?s as a public private platform to
discuss funding mechanisms and mobilize private sector financing for NRAP implementation, including support to the
national movement on the plantation of 1 billion trees. This activity will also support the Government to develop its
legal and institutional arrangements for the implementation of the article 6 of the Paris Agreement, especially articles
6.2 and 6.4, and RBPs from the LEAF Coalition. This will contribute to increase the financial flows that Viet Nam
could leverage from national and international private and public entities, to be re-invested in the implementation of
the NRAP and NDC.

Sub-activity 1.1.2.3. Conduct national multistakeholder policy dialogue on including carbon sequestration
services in PFES mechanisms and to draft MCCFM guidelines: PFES, in operation since 2008, but lacking
performance-based measures of stewardship, holds great potential for reform to activate domestic incentives to
reward forest stewardship. As explained in section B2, Decree 99 of 2010 did not designate users of forest carbon
sequestration and retention services, and the contracting of households for patrolling under so-called “joint forest
management” turns PFES payments into payments for labor, not linked to forest protection or regeneration
performance. A series of national policy dialogues will be organized on the various facets of establishing carbon-
related PFES/PES, and the role of the Provincial Forest Protection Development Funds (PFPDFs) as true PES
intermediaries assisting private sector, state-owned forest holders and communities to buy and sell ecosystem
services. The project will assist DoF and the Viet Nam Forest Fund (VNFF) to adapt the regulatory framework as
needed and develop rate setting mechanisms. In addition, the project will provide guidance on the MRV needed to
link PFES payments to forest conservation performance and to establish forest services and monitoring and
evaluation units under PFPDFs. This activity will lay the groundwork nationally for more targeted actions which are

24 The SIS is a national-level system that provide information on how all of the Cancun safeguards are addressed and respected,
throughout the implementation of REDD+ actions, known as policies and measures in Viet Nam. The date for SIS is drawn from a
wide range of sources: national Forest Management Information System (FORMIS), the Forest Resources Monitoring System
(FRMS), and the General Statistics Office.

% |n consultation with the existing Partnership for Sustainable Agriculture Development Vietnam (PSAV), it will be decided whether to
establish a separate partnership or to develop the forest and business partnership under its umbrella.
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detailed in Activity 2.3.1., such as the development of the innovative PES mechanism for carbon sequestration
services at the provincial level.

Output 1.2: Provincial policies, legal & institutional frameworks, and stakeholder coordination mechanisms integrated with National
REDD+ Action Plan (NRAP)

Output 1.2: Provincial policies, legal and institutional frameworks, and stakeholder coordination
mechanisms integrated with National REDD+ Action Plan (NRAP).

Activity 1.2.1: Mainstream NRAP into provincial policies and legal institutional frameworks

While Provincial REDD+ action plans (PRAPS) have been completed, systematic integration of the NRAP in SEDPs
is lacking, as is PRAP spatial planning and overcoming sectoral conflicts. The provincial SEDP is the primary strategic
document for the provincial government and its various sectoral plans provide the basis for the work planning and
budget to implement all socio-environmental-economic activities during a period of five years. Provincial sustainable
forestry development plans (PSFDP) and programmes for ethnic minorities and mountainous areas need to be
included. This makes it essential for the NDC targets and NRAP interventions to be explicitly incorporated into SEDPs
if they are to be funded and implemented at all.

Sub-activity 1.2.1.1. Strengthen provincial leadership, political will and commitment: The activity will start with
updating high level managers in the provincial communist party organizations, people’s councils and line departments
on the PRAP, updated NDC targets, the NRAP and related national policies to strengthen provincial leadership,
political will, and operational steps for implementation.

Sub-activity 1.2.1.2. Support the development of REDD+ action plans and their integration into sector plans:
The project will support the development of provincial green growth strategies and provincial REDD+ action plans
(PRAP) and their integration in SEDPs, and in the provincial sustainable forestry development plans (PSFDP) and
programmes for ethnic minorities and mountainous areas. Through the 4P platforms (Activity 1.2.3 below), the project
will invite private sector entities, financial institutions, and farmer representatives to provide their inputs and feedback
on the PRAPs and SEDPs in the form of a policy brief and through participation in policy dialogue and meetings in
which these documents will be discussed.

Activity 1.2.2: Improve cross-sector coordination for better forest management and transition to
deforestation-free economic development

Sub-activity 1.2.2.1. Facilitate 4P platforms to provide inputs and ensure effective implementation of PRAPSs:
The project will establish provincial 4P platforms as effective coordination mechanisms for implementation of the
PRAP and the deforestation-free commodity value-chains. A policy advisor will be recruited by the Project
Management Unit (PMU) to oversee the provincial 4P platforms. Membership in the 4P platforms will include
representatives from government units involved in the project, such as People's Provincial Committee (PPC),
Department of Agriculture and Rural Development (DARD), Department of Labor, Invalids and Social Affairs
(DOLISA), Department of Natural Resources and Environment (DONRE), Forest Protection Department (FPD), forest
companies, major buyers of selected commodities, farmer cooperatives and associations, and representatives of
forest-dependent communities, indigenous and ethnic communities, and smallholder farmers. The establishment of
provincial 4P platforms will enhance stakeholder engagement, coordination, and knowledge sharing, enabling the
successful development and implementation of strategies and action plans related to deforestation-free value chains
and sustainable forestry policies.

Sub-activity 1.2.2.2. Facilitate cross-sector coordination, policy dialogue and capacity building on zoning,
FLA, MCFM and PFES: The project will also facilitate cross-sector coordination on land use zoning and forestland
allocation, to address complicated dynamics of forest land being used by local villagers. It is estimated that this area
comprises around 52,000 ha in Lam Dong, 27,000 ha in Dak Lak, 46,000 ha in Dak Nong, 15,200 ha in Ninh Thuan
and ~ 70,000 ha in Gia Lai. There is political will to embark on a process of land allocation for these areas to individual
households of village communities, especially if it is demonstrated that these areas were already in use before 2016,
and also to restore some areas, by facilitating increased agroforestry and planting of native tree species. The project
will facilitate collaboration between the forest protection units under DARD, DONRE, PPCs and CPCs, FMBs, State
Forest Enterprises (SFEs) and local communities to decide on the future of these encroached and/or disputed
forestlands under Activity 2.3.2 by developing a MCCFM mechanism to facilitate collaborative zoning, FLA, and SFM
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practices, including agroforestry, in partnership with PPCs, FMBs, CPCs and SFEs. Community engagement and
consultation, Free, Prior and Informed Consent (FPIC) and participatory land-use planning procedures (Annex 7) will
be implemented.

Activity 1.2.3: Enhance Public-Private-Producer Partnerships (4Ps) for deforestation-free economic
development (the engagement with the stakeholders involved in the 4Ps is detailed in Annex 21)

This activity consists of a series of actions to generate and share knowledge among stakeholders directly involved in
project activities and beyond. The 4P platforms will be requested to plan or provide inputs to the planning of all these
activities, be involved in their monitoring, review resulting reports and be responsible of the dissemination of results
among their stakeholder constituencies.

Sub-activity 1.2.3.1. Generate baseline knowledge: Participatory baseline studies to refine the understanding of
drivers of deforestation and how to mitigate trade-offs between forest conservation and rural economic development
will inform green growth strategies, PRAP and other policies developed under Activity 1.2.1. An in-depth assessment
of the current status of formal and traditional forest management practices, including specific management of forest
biodiversity, will inform the selection of communes for the first MCCFM pilots (under Activity 2.3.2). This study, in
combination with data on performance in terms of maintaining healthy forest cover, will also provide insights for the
compilation of best practices for the capacity building of forest protection departments.

Sub-activity 1.2.3.2. Identify socially and economically viable and dense agroforestry systems adapted to
agro-ecological zones: The project begins by creating a typology of agro-ecological zones, taking into account
sustainable practices and ancestral knowledge of ethnic minorities. It draws upon a wealth of existing information,
including best practices and lessons learned from previous initiatives, such as the IUCN's report on forest landscape
restoration in Quang Tri26 and the comprehensive study on agroforestry practices in Viet Nam conducted by ICRAFZ27,
By incorporating these valuable resources, the project aims to enhance its effectiveness, generate additional benefits,
and maximize cost-efficiency in supporting more trees on farms, intercropping of annuals and perennials, and
generating more on-farm income. Financial feasibility assessments will be completed, so that farmers can phase
cropping, and understand the potential yield impacts, financial implications, and how the project can support the gaps
and reducing risks for adoption. Training is provided to public and community-based nursery staff to ensure the
production of quality seedlings for the various species in the agroforestry mix, further supported through infrastructure
development under Activity 2.2.2.

Sub-activity 1.2.3.3. Share knowledge with the wider population and advocacy: To promote knowledge sharing
and advocacy beyond the project participants, provincial forest and climate information hubs will be established at
each FPD.

Output 2.1: Deforestation free value chains developed by 4Ps & increased access to finance

Outcome 2: Emissions reductions from AFOLU consequently to 4Ps’ deforestation-free value chains &
performance-based finance:

Output 2.1: Deforestation free value chains developed by 4Ps and increased access to finance

Activity 2.1.1: Develop deforestation-free commodity supply chains through 4P platforms

The NRAP focuses on sustainable agriculture for export commaodities like coffee and pepper, promoting deforestation-
free commitments from government, producers, processors, and buyers. Private sector and financing institutions are
essential for successful REDD+ implementation. Developing deforestation-free value chains is vital to improve the
livelihoods and resilience of marginalized ethnic minority groups and discourage further encroachment.

% https://www.iucn.org/sites/default/files/content/documents/2018/final_-_qt_roam_assessment_oct30.pdf
27 https://www.worldagroforestry.org/blog/2021/03/22/new-book-diversity-agroforestry-practices-viet-
nam#:~:text=for%20better%20illustration.-,%27,based%20models%20in%20the%20uplands.
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Table 2. Overview of selected crops and approaches

i 28
Commodity Rz r(git:féd SihEnEEd EC:dn;pTallfig:(cjzo- Market
deforestation S carbon stock .
emissions benefits
Coffee, pepper- Jurisdictional 90%-95% to European and
ba{sed approach, US market
traceability 5%-10% to domestic market
Reduction Agroforestr Climate-suitable 40% to US market
of post- (\?vith fruitsy varieties and cropping 30% to China market
harvest o systems, value-added 10% to Netherlands market
macadamia, . - .
Cashew Avoided losses indigenous trees p_r(_)ducts, cllmat(_e- 10% other international
conversion to Redgced etc.), transition rgsment tech'nologlles, markgt
monocropping erosion & frt')r'n annual increased flnanC|aI 10% domestic market
and annual crop fertilizer crop access, and income
: use ) diversification. 40% to China market
Fruits 20% to US market
20% to EU market
20% to domestic market
o 50% to China market
Acacia Jfﬂfg&? al Long-cycle .Financiall access, gnd 10% to US market
traceabilit)l/ mixed income diversification. 10% to EU market
30% to domestic market
10% to China market
. 5% to Japan market
Bamboo ﬁ;ﬁ;algiglﬁt 5% to US market
9 5% to EU market
Value-added products, 75% to domestic market
. . . 90% to domestic market
Specialty products . increased f|r_1anC|aI 10% to international market
(beekeeping, Incentive fo_r access, a_lr_wd income
medicinal plants, fc/)r_est protection Canf make diversification.
T TS, income gives agro ore.stry
sericulture, dyes, less need for more profitable
etc.) encroachment

Sub-activity 2.1.1.1. Develop deforestation-free commodity supply chains (perennial crops, acacia-based
timber, bamboo): At the district level, 4P platforms will create and execute action plans to develop deforestation-
free value chains, benefiting carbon stocks and forest-dependent communities. RECAF will engage with major
companies sourcing coffee, pepper, cashew, bamboo, and acacia in project districts, and work with farmers and
producer groups. Value-chain blockages that exist will be prioritized for actions, such as traceability constraints. The
Vietnamese coffee sector, there are very few purchases direct purchases by processor-exporters from farmers.
Circular 08/2013/TT-BCT issued by the Ministry of Industry and Trade, disallows foreign-owned companies from
sourcing directly from farmers, and mandates that they must instead buy through a registered local company (or
cooperative). This has resulted in significant challenges to trace coffee beans to the farm level, and overall traceability
in the sector. It has also resulted in a value-chain where beans are sorted by quality just after leaving the farm-gate,
and sold accordingly, making traceability very difficult. The action plans, based on baseline studies from Activity 1.2.3,
will guide multistakeholder dialogue on reducing emissions, sharing responsibilities, and mobilizing resources.
District-level representatives will participate in provincial-level platforms.

For perennial crops, 4P platforms will adopt a jurisdictional approach, ensuring deforestation-free sourcing, reducing
losses, and promoting agroforestry systems. Farmer training, traceability systems, and collaboration with local
governments will be crucial. The project aims to replicate successful approaches, piloted by IDH and SNV in Lac
Duong district, Lam Dong in the coffee sector and expand to other commodities.

Simultaneously, the project will promote agroforestry systems, mitigating climate change and enhancing livelihoods.
Different provinces will focus on specific crops, diversifying income and reducing risks. For example, In Ninh Thuan
province, cashew or fruit-based agroforestry systems will be promoted, while other provinces will focus on coffee-
based systems combined with pepper, fruits, and others, including macadamia, persimmon, and indigenous forest

28 Information and database provided by the RECAF project preparation boards of five provinces in June
2024
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trees. Coffee agroforestry systems, depending on shade tree species and density, can increase carbon storage from
5.8 to 10.4 tons/ha. Incorporating nitrogen-fixing trees can reduce greenhouse gas emissions by reducing the need
for chemical fertilizers and input costs. Buyers interested in new crops under these approaches will also be invited to
join the 4P platforms. In the timber sector, the project aims to transition from monocrop acacia to mixed timber
plantations. Bamboo management plans will also be developed where applicable promote "offset planting”.

The project will also assist companies with emissions monitoring, traceability systems, and certification programs. It
will support fair contracts with non-deforestation clauses, ensuring income stability for farmers and enabling
traceability.

Sub-activity 2.1.1.2. Develop value chains for deforestation-free niche products (honey, mushrooms,
medicinal plants, herbs, other NWFPs): RECAF will transform commaodity supply chains and empower individual
farmers, CIGs (established under Activity 2.1.2), cooperatives, and SMEs to develop value-added activities, including
specialty products from deforestation-free sources. These activities will create alternative income opportunities for
communities currently relying on forestland cultivation. Building on IFAD's experience?2® in supporting 4Ps and
agribusiness in Viet Nam, RECAF will encourage private sector co-investments in agribusiness SMEs within ethnic
minority and poor communities. Potential options include beekeeping, mushroom cultivation, herbs and medicinal
plants, silk production, weaving, and community-based ecotourism. Value-added products from new tree species
introduced into perennial crop systems, such as processed fruits and macadamia nuts, are also viable. These
products can be certified under the One Commune One Product (OCOP) program by the Government of Viet Nam,
benefiting from related capacity building and promotion. Additionally, the project will adopt a holistic approach to
address resilience, nutrition, and economic empowerment for ethnic minorities. It will provide training on nutrition-
sensitive agriculture, identifying and prioritizing climate-resilient, nutritious foods, and improving their availability and
affordability while contributing to biodiversity conservation.

Activity 2.1.2: Develop the capacity of farmers, common interest groups (CIGs), cooperatives and small and
medium-sized enterprises (SMEs) for deforestation-free value chains and alternative livelihood development

CIGs, existing cooperatives, and SMEs will receive support to develop business plans for generating alternative
income. They will actively participate in district-level 4P platforms and establish connections with buyers and financial
service providers to access markets and financing opportunities. CIGs play a crucial role in enabling effective
community participation, particularly for ethnic minorities and women, ensuring their interests and options are
considered during decision-making and collaborative business development processes. As these GICs evolve, they
may eventually transition into official cooperatives. Furthermore, communal plans will be developed to provide
valuable input for shaping value chain action plans. This includes determining suitable crop choices, promoting
deforestation-free sourcing practices, exploring alternative livelihood options, and addressing the capacity
development needs of their members.

Sub-activity 2.1.2.1. Establish CIGs: In each rural commune within the project districts located near or within forests,
RECAF will establish CIGs. CIGs are built on the outcomes of IFAD’s past projects - the Sustainable Economic
Empowerment of Ethnic Minorities (3EM)3°in Dak Nong and Agriculture, Farmers and Rural Areas Support Project
(TNSP)3L in Gia Lai and Ninh Thuan. These CIGs, together with cooperatives, will serve as entry points to effectively
represent farmers within the 4P platforms. They will play a crucial role in farmer capacity building, establishing
productive alliances with buyers, obtaining group certification, maintaining community infrastructure (Output 2.2), and
establishing connections with financial service providers. CIGs can also operate as collective businesses, potentially
evolving into cooperatives during the project's duration, to facilitate the development of alternative livelihood SMEs.
They will contribute to business development and marketing efforts by collectively attracting buyers, determining
production volumes and delivery schedules, negotiating and managing contracts, and in certain cases, sourcing and
managing short-term credit for their members. In cases where CIGs utilize collective or common land for income-
generating activities, they must establish governance systems through community-based decision-making structures
that involve participating ethnic minority groups. These structures will determine the land's use and the distribution of
benefits.

Sub-activity 2.1.2.2. Train farmers, CIGs, cooperatives and SMEs: Based on the training curricula developed
under Activity 2.1.1, comprehensive training programs will be implemented for farmers, Community Interest Groups
(CIGs), cooperatives, and small and medium enterprises (SMESs) using diverse methods such as Enterprise to Farmer
(E2F), Farmer to Farmer (F2F), and ICT-based platforms like YouTube and Facebook. The training aims to enhance
their knowledge and skills, cater to their specific needs, and promote sustainable practices throughout the value

2 https://www.ifad.org/documents/38714170/40314128/Public-Private-
Producer+Partnerships+(4Ps)+in+Agricultural+Value+Chains/853d82f8-45¢9-4493-b2da-b509112cc0b3

30 https://www.ifad.org/en/web/operations/-/project/1100001483

31 https://www.ifad.org/en/web/operations/-/project/1100001552
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chain. Active participation of resource persons from buyers and other 4P platform members will enrich the training
sessions.

Activity 2.1.3: Support financial providers to develop and promote financial products for deforestation-free
value chain development

This activity will integrate REDD+ into relevant rural finance markets. Investments in the AFOLU sector, such as
agroforestry systems, typically have positive returns in the long-term yet there is a lack of suitable credit products.
Solutions to overcome barriers in the development of investment loans that are accessible to poor and smallholder
farmers include (but are not limited to): (i) work with finance providers to use alternatives to traditional collateral and
match smallholder cash flows with finance; (ii) credit partnership models whereby the offtake and/or input provider is
a partner in the flow of finance, including potentially serving to buy down risk and reduce operating costs; (iii) “vendor
based” models where lending goes directly to upstream suppliers and is on lend down the supply chain; and (iv) more
locally adapted loan products. The project will prioritize the first, second (which may be a component of the first), and
fourth solutions, based on best practices from past IFAD projects in the region. The remaining solution will emerge
and be evaluated through the 4P platform.

RECAF will build on the successes and lessons learnt of the microfinance services provided by the WDF, through
savings and credit groups supported by the Women's Union (WU). Since 2012, IFAD has supported the
professionalization and development of WDFs in 11 provinces, including in Dak Nong, Ninh Thuan and Gia Lai, and
they are still operating successfully and providing growing access to collateral-free and alternative collateral finance
to women from ethnic minorities and other rural poor groups. RECAF will also collaborate with the Cooperative
Development Funds (CDFs) managed by the Cooperative Alliances in Lam Dong and Dak Lak, which have recently
been designed to provide bridge-finance in the growth of cooperatives before they can access commercial loans.
They are extremely relevant for the development of cooperative enterprises that produce and market NWFPs and
deforestation-free OCOP products. Other organizations through which long-term investment loans for mitigation and
adaptation could be provided include the Farmer Development Funds of the Farmers Union (FU), and interested
commercial banks such as Agribank, VBSP and Lien Viet Post Bank.

Sub-activity 2.1.3.1. Strengthen WDFs and CDFs to manage funds and develop products that support
investments in deforestation-free value chains: On the supply side, the staff of WDFs and CDFs will receive
training to enhance their understanding of the business models and capacity of CIGs, cooperatives, and SMEs
developed under Activities 2.1.1 and 2.1.2. This training will also cover associated financing opportunities, risk
management strategies, and loan appraisal skills in providing collateral-free and alternative collateral finance and
supporting saving and credit group mechanism to scale up the existing microfinance infrastructure (i.e., WDFs and
CDFs) supported by IFAD to assist deforestation-free value chain and agroforestry development. The staff will be
supported in developing appropriate financial products that facilitate investments in climate change mitigation and
adaptation, specifically tailored to these models. They will actively participate in value chain linkage activities,
fostering the development of credit partnership models within productive alliances and contract farming
arrangements.

Sub-activity 2.1.3.2. Provide access to capital for WDFs and CDFs to more rapidly scale credit activities: A
study will be conducted on the operational efficiency, regulatory context, and management of the WDFs and CDFs.
This study will be used to define the strategy for capitalization, regulatory transformation and leveraging of additional
funds and operationalizing the activities of the WDFs and CDFs for lending to RECAF smallholders. Agribank and
other commercial banks will be supported to set up loan groups in collaboration with the FU or WU acting as agent,
expanding their existing pilots.

Sub-activity 2.1.3.3. Build capacity of commercial banks to develop products, partnerships and application
of fintech that support investments in deforestation free value chains and advance project objectives:
Commercial banks will be invited to participate in the 4P platforms, supported by the State Bank of Viet Nam’s (Central
Bank) requirement for 30% of bank portfolios to be dedicated to "green” lending. This requirement serves as an
incentive for commercial banks to get involved in the project, as they can benefit from the derisking activities provided,
such as farmer organization and training, development of financially viable business plans, integration into value
chains, and investments in public infrastructure. Furthermore, support will be provided to establish value chain
partnerships between these banks and value chain companies, CIGs, cooperatives, SMEs, and farmers. The aim is
to develop value chain financing specifically tailored for deforestation-free value chain development. Banks will be
assisted in testing and piloting innovative approaches to facilitate smallholder farmers' access to financial services.
This may include utilizing fintech solutions, implementing cash-flow based financing, introducing agricultural credit
cards, employing digital tools, and exploring internal value chain lending, among other options. Collateral-free and
alternative collateral lending will be promoted to benefit all marginalized groups, including ethnic minorities and
women. As land titles are typically registered under men's names, collateral requirements can hinder access to
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financing for these groups. By removing the need for traditional collateral or any collateral, financial services become
more accessible and inclusive, enabling a broader range of individuals to participate in the project's activities.

Output 2.2: Deforestation-free value chains & forest restoration infrastructure upgraded & established

Output 2.2: Deforestation-free value chains and forest restoration infrastructure upgraded and established,

Activity 2.2.1: Develop infrastructure for deforestation free value chains

In accordance with the new ODA policy of Vietham (Decree 114/2021/ND-CP on management and use of ODA and
concessional loans of foreign donors), the allocation of IFAD loan financing will be exclusively directed towards
supporting this activity. Drawing from the valuable insights gained from previous IFAD-funded operations in Viet Nam,
the investments will be driven by demand and prioritization, determined through the district and commune socio-
economic development planning process, as well as the participatory 4P value chain action planning. However, it is
crucial that these investments adhere to a set of eligibility criteria, particularly pertaining to deforestation-free practices
and their contribution to forest restoration, carbon stock enhancement, and minimizing social and environmental
impacts. Furthermore, the investments must be technically feasible and incorporate viable operation and
maintenance mechanisms. The selection criteria for the infrastructure investment are presented in the Annex 21
“Project Implementation Manual” (PIM), section IV, Component 2, table X. Their focus will be on targeting
impoverished communities and ethnic minority groups while ensuring a positive economic return on investment. It is
important to note that the consultation with ethnic minority groups will continue to be conducted through the FPIC
framework during the project implementation phase (see IPP in Annex 6B). Presently, discussions between provincial
governments and IFAD are in progress to identify potential infrastructure projects. These projects are likely to
encompass micro-irrigation systems, organic fertilizer production facilities, value-added processing facilities, and
ecotourism establishments to enhance agroforestry capacity. Furthermore, the development of operation and
maintenance manuals, as well as training sessions, will be included in the investment plans. Routine and periodic
maintenance resources will be provided by beneficiary groups, in addition to the annual budgets allocated by local
governments. Operation and maintenance entails implementation of investments by partnered agencies, districts,
and communes, as agreed upon with RECAF. Operation and maintenance groups will establish regulations for fee
collection and labor mobilization for routine maintenance. Furthermore, the allocation of IFAD loan co-financing (USD
37.8 million) for this Activity will focus on investments in small-scale and micro irrigation systems ($21.8 million; a
total 12,000 ha of command areas are expected to be irrigated); Small-scaled irrigation reservoirs for water storage
and supply for crop cultivation; Small-scaled lined irrigation canals and/or piped irrigation systems (upgraded from
earth irrigation canals); Small-scaled irrigation weirs/dams; Irrigation pumping stations for crop cultivation). Other
investments include Small-scaled rural roads (upgraded from earth roads) to production areas or linkages between
collecting points/warehouses and production areas; Micro weather stations for early-warning of extreme weather
conditions (draught, storm, frost...); Pest monitoring systems for agricultural production; Ecotourism infrastructures
and facilities, and; Other public infrastructures for deforestation-free VC.

Sub-activity 2.2.1.1. Promote sustainable agroforestry through small-scale and micro infrastructure
investments, including the development of micro irrigation systems and organic fertilizer production
facilities: This will enable farmers to adopt deforestation-free practices and enhance the productivity of their
agricultural lands. Additionally, it will support the conservation of natural resources and the promotion of
environmentally friendly farming methods.

Sub-activity 2.2.1.2: Enhance the post-harvest facilities of selected value chains by incorporating value-
added processing techniques: This will enable farmers to maximize the value of their agricultural products, reduce
waste, and improve the overall quality of their goods. Moreover, the establishment of alternative business
development facilities such as visitor centers and ecotourism facilities will create additional income-generating
opportunities for local communities and promote sustainable tourism practices.

Activity 2.2.2: Establish and upgrade forest restoration infrastructure (IFAD Co-finance)

RECAF will also invest in essential forest protection and rehabilitation infrastructure, with a focus on enhancing forest
monitoring systems, establishing public nurseries for diverse tree varieties, and implementing other crucial forest
protection measures. This also includes the establishment of forest monitoring stations, an early warning system for
forest fire and illegal encroachment, the creation of fire breaks, and the provision of forest fire water points, among
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others. The implementation of upgraded forest monitoring systems will significantly strengthen the management and
monitoring of forest resources, allowing for timely alerts regarding deforestation plots, forest fires, and chainsaw
activities. Additionally, these systems will facilitate accurate forest inventory assessments. Investments in public tree
nurseries will play a pivotal role in ensuring the production of a wide range of tree species, which will be utilized for
forest restoration efforts, the development of dense agroforestry systems, and the successful implementation of the
ambitious 1 billion tree campaign.

Sub-activity 2.2.2.1. Strengthen forest monitoring and protection infrastructure by implementing
comprehensive upgrades: This includes enhancing surveillance systems, deploying advanced technology for early
detection and warning of forest fire and illegal activities, and bolstering the capacity of forest rangers and law
enforcement agencies. These infrastructure improvements will play a crucial role in safeguarding forests and ensuring
their sustainable management.

Sub-activity 2.2.2.2.: Establish public nurseries dedicated to tree species cultivation, creating essential
infrastructure for reforestation and afforestation initiatives: These nurseries will serve as vital centers for
propagating and nurturing diverse tree seedlings. By providing necessary infrastructure, such as nursery facilities
and equipment, these establishments will support biodiversity conservation, ecosystem restoration, and the
development of sustainable forestry practices.

Output 2.3: Collaborative forest management capacity enhanced through performance based incentives

Output 2.3: Collaborative forest management capacity enhanced through performance-based incentives,

Activity 2.3.1: Develop aresults-based payments for ecosystem services (PES) mechanism for collaborative
forest management: RECAF aims to enhance the Payment for Forest Ecosystem Services (PFES) system in
Vietnam by addressing its current limitations. PFES, although successful in promoting forest conservation, operates
more as a regulatory fee than a true market-based mechanism. RECAF aims to evolve PFES into a more voluntary,
market-driven, and informational process that aligns with international frameworks like REDD+. Key improvements
proposed under RECAF include piloting innovative PES schemes to promote voluntary participation, transparency,
fairness, and better information flow among stakeholders. An extensive analysis of Activity 2.3.1 is available in Annex
25.

Sub-activity 2.3.1.1. Support Provincial Forest Protection Development Funds (PFPDFs) to design and
implement a mechanism for performance-based payments for carbon sequestration services: Based on the
national level consultation and legal frameworks built in 1.1.2.3, this activity brings piloting to the Provincial level. The
mechanism will not only encompass forest areas but also extend to non-forest areas, hence referred to as PES
instead of PFES. The implementation of this mechanism will involve the establishment of an Innovative PES Fund
(IPF), which will operate as a sub-fund under the Provincial Forest Protection Development Funds (PFPDFs). In the
first year, the project will focus on designing the scope and operational management of the IPF, as well as identifying
potential long-term funding sources. Lessons and insights from successful projects like the IFAD funded 3 PAD
project in Bac Kan province that piloted a carbon PES scheme 22, and the collaborative management-PFES approach
in Son La province of the Sustainable Natural Resource Management Project (SNRM) funded by JICA33 will be
incorporated into the design.

Sub-activity 2.3.1.2. Build the capacity building of the PFPDFs: RECAF will assist PFPDFs in managing the IPF
and transitioning from an administrative unit to a trusted fund that mobilizes funding and connects buyers and sellers
of environmental services.

Activity 2.3.2: Support multi-stakeholder commune-level collaborative forest management (MCCFM)

RECAF will establish and support village-level MCCFM groups to develop and implement comprehensive forest
management plans and effective forest monitoring systems to facilitate collaborative zoning, FLA, and SFM practices,
including agroforestry, in partnership with PPCs, FMBs, CPCs and SFEs. To ensure long-term sustainability, a
capacity development program will be implemented to strengthen the MCCFM support system by providing training

32 Co-investment in ecosystem services global lessons from payment and incentive schemes. Chapter 6, Piloting a carbon-PES scheme in
Viet Nam—the case of Bac Kan Province https://worldagroforestry.org/sites/agroforestry/files/2022-03/PES%20eBook-final. pdf
33 https://www.jica.go.jp/project/ivietnam/037/materials/ku57pg00002hisx7-att/forest_management_en.pdf
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to community members and MCCFM support staff from forest protection and extension departments, FMBs, SFEs,
and relevant NGOs.

Sub-activity 2.3.2.1. Facilitate a participatory land use planning and mapping process: A participatory land-use
planning and mapping will be conducted (possibly as part of the forestland allocation process) in each community
prior to the commencement of any other project activity. FPIC will be obtained as necessary. This planning will identify
forest areas for protection, degraded forest for regeneration and sustainable harvesting of NWFPs and deforested
areas on which agroforestry systems can be developed. This will also generate ideas for the development of
alternative income generating activities, such as possibilities to cultivate herbs or medicinal plants under forest
canopy, or value addition to sustainably harvested NWFPs.

Sub-activity 2.3.2.2. Develop fully-devolved MCCFM pilots: For the selected communities for MCCFM, a FLA to
communities or adjustment of previous FLA will be supported following guidelines developed under Activity 1.1.2, so
that the legal ownership or user right status matches the forestland management responsibility of the community.
MCCFM management structures will be established and/or strengthened and the project will support the community
to develop and implement a forest management plan, and the related monitoring and evaluation (M&E) plan. MCCFM
management plans will include the introduction of more trees in the landscape, restoring or regenerating forest where
possible, but also introducing agroforestry on encroached forestland currently under annual crop cultivation. The
nurseries established under Activity 2.2.2 will be able to deliver the necessary seedlings of selected tree species. For
monocrop perennial crops, in collaboration with the 4P platforms, viable options for diversification with multipurpose
trees will be piloted, as well as organic management which would open the possibility of introducing beekeeping in
orchards. For annual crops on agriculture land, Contour Hedgerow Technology (CHT) will be introduced with
nutritious nitrogen fixing species (e.g., pigeon pea and other beans) and multipurpose trees, which will control soil
erosion and improve soil moisture retention. When the IPF is set up, RECAF will also support MCCFM pilots to submit
proposals for PES payments.

Sub-activity 2.3.2.3. Develop capacity of village-level MCCFM group members: A training needs assessment
will be conducted, based on which a capacity development programme will be designed and executed. Capacity
building areas will be (i) managerial, including MCCFM group management, handling violation of forest management
plan, administrative processes and accounting; and (ii) technical: on forest species, monitoring forest health,
agroforestry and CHT. The capacity building programme will build on and include exchange of local knowledge
among ethnic groups about the forest, NWFPs and sustainable forest management. Livelihood improvement will be
supported in connection with specialty product development and access to financial services (including SCGs) under
Activity 2.1.2. To avoid dependency of local community on project support for MCCFM development, the project will
focus on building up community institution for self-governing. A F2F learning network will be established and
maintained for learning and networking among community members to help follow up after training.

Sub-activity 2.3.2.4. Strengthen the MCCFM support system: To support smooth implementation of the MCCFM
activities and their institutionalization, the project will conduct a capacity development needs assessment of key
government agencies, FMBs and SFEs to determine priorities for strengthening MCCFM support systems.
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B.4. Implementation arrangements (max. 1500 words, approximately 3 pages plus diagrams)

54.

55.

56.

57.

RECAF implementation arrangements follow the Government Decree 114/2021 on ODA management in Viet Nam
and the proven structure used in all IFAD-funded projects in the country. It takes on board a number of additional
functions in order to respond to the Government, IFAD and GCF policies, including risk management, policy
engagement, facilitating private sector linkages and partnerships, M&E and knowledge management. A Project
Implementation Manual (PIM) describes detailed coordination and implementation arrangements under the project
(Figure 4).

Figure 4: Project Implementation Arrangements
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Project coordination and lead Implementing agencies. The Government of Viet Nam has designated the DOF
under MARD as the Project Coordination Agency, and the Province People Committees (PPCs) of Gia Lai, Dak
Lak, Dak Nong, Lam Dong and Ninh Thuan provinces, respectively, as RECAF Lead Project Implementing
Agencies. The DOF and PPCs are accountable for the project execution. The PPC will establish a Project Steering
Committee (PSC) in each province which together with DOF is mandated to lead the project implementation and
ensure coordination and integration of the project with all the national target programmes (NTPs) and development
partner-funded projects (Table 1).

Each provincial PSC will be led by the PPC Chairperson or the Deputy Chairperson and will be composed of
provincial line agencies, PCEM, FU, WU/WDF and Youth Union (YU), district level project steering committees,
development partners and private sector entities which are party to the RECAF. The PSC provides the strategic
direction to the implementation of RECAF, oversights project planning, financing and procurement processes,
mobilizes adequate and timely finance for the AWPB, reviews the progress and reporting on results. The PSC will
also hold joint meetings for the NTP-EMD, NTP-NRD and NTP-SPR and the development partner-funded projects
in the provinces. In addition, as per standard practice in project implementation, IFAD provides an advisory role to
the PSC. The TORs of the PSC are to be included in the PIM at project start-up. IFAD provides no objection to the
PIM (as well as to any amendments thereafter). To note also that one of the PSC’s main roles is to validate the
Project’s annual work plans and budget (AWPBSs). IFAD provides final no objection to the AWPBS, after it has been
validated by PSC.

Decisions related to the project implementation are discussed collectively by the PSC and formalized through PSC
resolutions. PSC decisions are informed by reports and recommendations from the Project Management Unit
(PMU). The PSC may convene meetings to analyze the report's contents, discuss recommendations, develop
interdisciplinary solutions, and make related decisions. These meetings aim to address project challenges and
consider recommendations from the project, and relevant policies and regulations of both Viet Nam and the
financiers (IFAD and GCF). In cases where convening a meeting is not feasible, the PSC leadership will circulate
documents to member agencies to gather their opinions and votes. The feedback and votes are then compiled, and
a decision is made accordingly. Thus, the PSC's decision-making process is informed and follows a bottom-up
approach, incorporating opinions and comments from all PSC members. The provincial PPC (EE) Chairperson or
Deputy Chairperson chairs the PSCs, and therefore has the final approval authority over any decision adopted by
the provincial PPCs

Project Management Unit (PMU) and Sub-PMUs. A PMU will be established at national level to assist DoF in the
project coordination and day-to-day implementation. The PMU will mobilize technical support from DoF and the
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other departments under MARD and line agencies under the PPC and its think-tanks such as the Institute of Policy
and Strategy for Agriculture and Rural Development (IPSARD), National Centre of Agriculture Extension (NCEA),
National University of Forestry in Hanoi and the Highland’s University of Agroforestry in Buon Me Thuot to
technically support project implementation. The PMU will also mobilize external service providers for support on
specialized technical areas, such as possibly IDH on the jurisdictional approach to deforestation-free supply chain
management, SNV on rural finance, and ICRAF on agroforestry, MCCFM and PFES.

Five Sub-PMUs will be established at provincial level and report directly to the PPC in each province. The Sub-
PMUs will be led by a full-time Provincial Project Director appointed from the leadership at the department level.
Each Sub-PMU will be composed of three technical sections: (i) Strategic Management including dedicated staff
for planning and monitoring/evaluation the project activities and the social (gender, youth, ethnic minorities) and
environmental safeguards and REDD+ and climate adaptation activities, (ii) Infrastructure Management including a
Non-deforestation Engineer to ensure adherence to social and environmental safeguards, and (iii) Financial
Management. PPCs represented by provincial Sub-PMUs will sign contracts for infrastructure projects and other
activities that will be implemented at the commune level. Therefore, PPCs will not enter into direct contracting with
project beneficiaries. Instead, PPCs will sign contracts with service providers to benefit communes (project
beneficiaries).

The Sub-PMUs will be responsible for the day-to-day management of the RECAF implementation at the province
level. Sub-PMUs will function as the secretary for the PSC activities and meetings. The key tasks of the Sub-PMU
are to: (i) ensure the coherence of the implementation strategy towards the expected outputs, outcomes and
impacts; (ii) prepare the project Annual Work Plan and Budget (AWPB) and procurement plan; (iii) mobilize and
manage project finance from the various sources; (iv) ensure adherence to IFAD procurement and national
procedures; (v) set up of the Management Information System, baseline surveys, M&E and reporting structures;
(vii) set up a of co-ordination structure and strategy with local co-implementing agencies (DARD, DONRE,
DPI, DOLISA, DOIT and DPCs, CPCs, WU, YU, FU and PCEM), and the district and commune level agencies; (viii)
facilitate the networking with banking sector, private sector entities, 4P platforms; (ix) set up an effective knowledge
management system; (x) identify relevant policy topics and support the PSC on policy engagement activities; and
(xi) ensure environmental and social safeguards requirements are met for project activities implementation based
on the national regulations on natural resources and environmental management, and the IFAD’s SECAP
recommendations.

The proposed Sub-PMU structure builds on the foundation provided under the previous IFAD-funded projects in the
highlands (e.g., the project for the 3EM in Dak Nong and TNSP in Gia Lai and Ninh Thuan). These have
demonstrated a solid track record of delivery of even complex tasks across province, district and commune
structures. The compact management unit helps the province save operating costs while ensuring that project
activities will be properly mainstreamed into the provincial Socio-Economic Development Plans and National Target
Programmes. The IFAD country team will organize regular implementation support and supervision missions and
provide client-based training programmes for capacity development of the Sub-PMUs. In addition, it is important to
mention that infrastructure investments under Activities 2.2.1 and 2.2.2 are “public” infrastructures, and their
implementation will be managed by provincial Sub-PMUs. The provincial Sub-PMUs will use IFAD’s loan funds to
implement the relevant infrastructure investments (Figure 4).

District and commune level coordination. The District and Commune Peoples’ Committees (DPCs and CPCs)
will coordinate project implementation while the responsibility and accountability for execution of project activities
lies with MARD and PPC, as EE's. Thus, the line agencies and mass organizations (i.e., FU, WU, YU) will be
responsible for execution of project activities. The PMU and Sub-PMUs staff and hired technical assistance services
will provide technical backstopping and support to RECAF implementation at the district and commune level.

The project coordination and implementation management are summarized in Figure 4. Overall, RECAF
coordination and implementation arrangements are fully integrated into existing institutional setup in Viet Nam to
ensure coherence to the national ODA policies, direct link to higher level policy makers, sustainability, local capacity
building and reduced management cost.

Human resources are key for the successful implementation of RECAF. Key positions are outlined in the PIM (Annex
21) as well as in the detailed budget (Annex 4), and include expertise on rural finance, deforestation-free supply
chain management, M&E and reporting, KM, or safeguards related issues.

Executing Entities (EES) for project outputs and the corresponding source of financing are summarized in table 3.
In addition, the roles and responsibilities of the EEs, description of Subsidiary Agreements, co-financing, and fund
flow in the implementation of the project have been described in detail in Annex 14 (Term Sheet). Thus, EEs will
directly use the funding from IFAD, GCF and Government to implement the relevant interventions/finance
infrastructure for the benefit of the communities/beneficiaries, without transferring any funds to them.
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Table 3: EE Arrangements and Funding Sources

Output EE Funding source
11 PPC GCF
1.2 MARD GCF
2.1 PPC GCF
2.2 PPC IFAD and Provincial Governments
2.3 PPC GCF
Project MARD & PPCs National and provincial
management governments

Legal arrangements: IFAD will enter into a Funded Activity Agreement with the GCF (FAA). IFAD will also enter into
6 Subsidiary Agreements, with the 6 Executing Entities, namely (i) the Government of Viet Nam (the “GoV” or the
"Recipient”) as represented by the Ministry of Agriculture and Rural Development (the “MARD”); (ii) Provincial
People’s Committee (PPC) of Dak Lak, (iii) PPC of Dak Nong, (iv) PPC of Gia Lai, (v) PPC of Lam Dong, and (vi)
PPC of Ninh Thuan. Each Subsidiary Agreement will include the terms and conditions for the GCF grant and the
IFAD loan financing, as well as the relevant Governmental co-financing. Co-financiers for the project are IFAD and
the Government of Viet Nam; the latter cofinancing includes a sum of co-financing from MARD and the 5 PPCs.
The Subsidiary Agreements being therefore also Co-financing agreements.

Roles and responsibilities of each Executing Entity can be found in Annex 24 on EE breakdown of execution
responsibility per activity and Annex 25 on Detailed project description.

Fund flow: The grants grant from GCF to IFAD, and from IFAD to the 6 EEs will be drafted in accordance with Annex
4 and subject to disbursement requests from IFAD to GCF (as per disbursement tranches in the FAA) and from
EEs to IFAD (as per disbursement requests, based on the use of 70% of the already disbursed amount). Fund flow
for the IFAD loan from IFAD to the EEs, and payment reflows back to IFAD will be based on disbursement requests
and financial reports considering 70% of the already disbursement amounts.

Collaboration with development partners will be sought to develop synergies, exchange lessons, and avoid
duplication of efforts, as mentioned earlier in section B.1.6 on baseline activities and investments. RECAF wiill
particularly ensure effective coordination and collaboration with the LEAF Coalition, UNDP's GCF project (FP 125),
the EU-funded project on integrated sustainable landscape management in Lam Dong and Dak Nong, the UN-
REDD Programme with emphasis on FAQO's support to FIPI for NFMS capacities since 2009, and the World Bank
through FCPF. Furthermore, IFAD reached out to the Japan International Cooperation Agency (JICA) to ensure
that the REDD+ RBP proposal being designed by JICA and to be presented to the GCF is based on and builds
upon RECAF to ensure synergies and complementarities as much as possible.

B.5. Justification for GCF funding request (max. 1000 words, approximately 2 pages)

69.

70.

71.

Viet Nam’s updated NDC of 2022 contains an unconditional emission reduction contribution in LULUCF sectors of
32.5 MtCO2eq by 2030. The conditional emission reductions for LULUCF are an additional 14.1 MtCOZ2eq by 2030.
RECAF seeks to contribute almost half (6.68 MtCO2-eq) of the conditional LULUCF emission reductions by 2030.
As a key national-level plan to achieve the LULUCF portion of the NDC, RECAF aims to implement the National
REDD+ Action Plan of 2017 in the Central Highlands provinces of Gia Lai, Dak Lak, Dak Nong, and Lam Dong, and
the province of Ninh Thuan in the South-Central Coast. These areas experienced considerable forest loss and
degradation over past decades, and despite the logging ban of 2016, challenges persist in realizing and stabilizing
these GHG stores. Provincial and district level implementation is crucial, forging cross-sectoral commitments,
building deforestation-free agricultural production and forest rehabilitation.

As stipulated in the UNFCCC COP decision 9/CP.19, the GCF is one of the main sources through which financing
for REDD+ activities are expected to be channeled for Viet Nam and other developing countries. The GCF
investment will be a critical complement to domestic financing allocated for REDD+ and to support implementation
of key policy reforms and targeted investments that will not otherwise occur. The GCF investment will be a needed
catalyst for institutionalizing much needed inter-sectoral and multi-stakeholder approaches to reform forest
management and conservation, including the stimulation of climate smart financial products, and to lay out the
fundamentals of an enabling environment for NRAP implementation as presented in this proposal.

GCF grant financing would be deployed in the poorer, forested areas of the country where institutions are weakest,
local ethnic minority communities lack access to public and private funds, and productive infrastructure deficits
impede the inclusion of ethnic minority groups and other smallholders in poverty-reducing agricultural and forestry
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supply chains and their adoption of sustainable production systems and practices. GCF will finance the technical
assistance and capacity building required to support the successful implementation of reforms; for mainstreaming
REDD+ into SEDP processes; for the development, the systematization and validation of agro-ecological specific
agroforestry practices to be extended to poor small producers; the development of local niche products that add
value to NWFP and provide incentives to conserve forests; and increase the capacity of financial service providers
to design and offer long term credit products and leverage additional financing needed for investments in
agroforestry systems.

GCF financing will also leverage government policy and public investment planning mechanisms to fully mainstream
REDD+ relevant policies and leverage critical public infrastructure investments and co-financing to achieve
reductions in emissions from deforestation and degradation associated with the expansion of agricultural export
commodity production and weak conservation and protection of forest resources. GCF resources, in association
with deforestation-free value chain and forest restoration infrastructure investments financed by IFAD, would then
jointly create the opportunity to leverage private sector financing from entrepreneurs, private sector entities, and
financial institutions, as one of the main barriers identified is weak participation of the private sector in achieving
national climate change mitigation and adaptation priorities, by forging strong public-private-producer partnerships
for achieving deforestation-free agricultural supply chains. This, in turn, would open doors to increased investments
by international organizations and foster new partnerships, whose collective impact will be much more significant
than if they were operating separately. RECAF will influence the current VNFF’s PFES to direct it towards more
collaborative forest management, given that another barrier is the inequitable distribution of costs and benefits of
forests/forestland protection and conservation, which can be addressed through adoption of performance based
PFES/PES mechanisms for carbon stock enhancement and deforestation-free supply chains.

There is a clear market failure that provides a barrier for the transition from monocultures (annual and perennial
crops as well as forestry plantations) to dense agroforestry systems. While agroforestry systems are better adapted
to climate change, because of their long cycle, they are not well researched in terms of optimal species
combinations. Furthermore, farmers are hesitant to plant new species for which there are no known buyers, but
these value chains do not have a chance of developing until a first minimum volume of production is available. As
these agroforestry systems need investments with an extended payback horizon, farmers need corresponding long-
term financing to be able to finance these investments, whereas financial service providers typically are hesitant
not only due to perceived credit risk (exacerbated by the loan term) but are also unable in some cases to provide
long-term loans to smallholder farmers, as a result of corresponding capital mismatch. The WDFs and CDFs which
are already working with the project targeting groups of ethnic minorities, smallholder farmers, women and rural
SMEs have low capitalization and would not be able to co-finance the project activities without project catalyzing
interventions. In addition,, financial service providers lack knowledge about the cash flow of these multiple cropping
systems and consequently do not fully appreciate the risk mitigation these systems provide in terms of addressing
climate change and market risks, nor are they able to structure the loans accordingly, including integrating value
chain actors to reduce risks and costs. Finally, IFAD has considered all possible financing options for RECAF.
IFAD’s internal funds allocation mechanism does not permit the allocation of grants or other highly concessional
loans to Vietnam due to its per capita income level.

To kick-start the transition to deforestation-free agroforestry systems, selected financial service providers will
require grant financing for research, capacity building, and facilitation to establish value chain linkages and
productive alliances. The successful introduction of macadamia nuts into coffee plantations in Lam Dong
demonstrates the feasibility of achieving similar outcomes in the targeted provinces of the RECAF project. RECAF
will enhance the capacity of relevant institutions and commercial banks in understanding sustainable farming
systems, business models, and markets. This will enable them to design suitable loan products and offer financial
literacy and business support services to farmers investing in these systems, thereby mitigating risks for financial
service providers (FSPs) involved.

Viet Nam, as a low-middle-income country (LMIC), faces challenges in accessing concessional finance due to its
status. This has prompted the country to explore alternative sources of capital. At the same time, the decentralized
governance model in place assigns the responsibility of servicing external debt obligations to provinces. The Central
Government has implemented new ODA policies that impose strict limits on loan investments. These measures are
aimed at managing the rapidly increasing debt-to-GDP ratio observed in the first half of this decade and relieving
the provincial governments from unnecessary debt repayment burdens. As a result, loans are now primarily
restricted to infrastructure investments. Meanwhile, IFAD's current global financing conditions provide little to no
scope for grant financing. However, a combination of grant and loan financing is necessary to establish enabling
conditions, build capacity, and take full advantage of infrastructure investment through loans to achieve
deforestation-free and forest restoration outcomes. To address these challenges, the Government of Viet Nam is
seeking a grant of USD 35 million from the GCF. This grant, combined with IFAD's last mile infrastructure-oriented
loan, presents a compelling platform for Viet Nam to achieve the project objectives. The grant will help reduce GHG
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78.

emissions from the AFOLU sector, contribute to climate-resilient sustainable development in forest-dependent
communities, and fulfill its NDC commitments.

RECAF recognizes the long-term financial and economic viability of transitioning to deforestation-free agroforestry
systems and accessing REDD+ RBPs, especially with the project intervention. However, certain barriers to long-
term investment and private sector engagement in non-bankable areas (i.e., enabling conditions under Outcome 1
and various capacity development activities under Outcome 2) need to be addressed. Furthermore, the
Government's current ODA policies hinder the project's feasibility at a lower level of concessionality. To overcome
these obstacles and drive transformative change, the project requires support from the GCF grant to address initial
risks, mitigate information asymmetry among financial institutions, tackle complex policy and institutional challenges
related to land tenure, and resolve implementation challenges at the sub-national level for REDD+. The GCF grant
plays a crucial role in overcoming these barriers and ensuring successful project implementation. IFAD’s loan
investment for deforestation-free value chain and MCCFM infrastructure alone without supporting necessary
policies, institutional capacities, stakeholder coordination, and beneficiaries' capacity building would be insufficient
to achieve the required systemic, institutional, and individual-level transformation. Thus, adopting a blended finance
model becomes imperative for RECAF. This model supports and increases the success rate of early adopters of
deforestation-free agroforestry systems, making the project more attractive to private sector investors in the long
run. The grant funding acts as a catalyst, triggering a paradigm shift in sustainable agroforestry systems.

From this perspective, the GCF grant emerges as the optimal choice, facilitating technology transfer, robust
capacity-building, and the realization of significant environmental and social benefits. Capacity development in
business planning and revenue management of beneficiaries will ensure that revenues from deforestation-free
value chain and MCCFM activities unlock private and public investments, enabling the replication and scaling up of
a low-emission and sustainable AFOLU sector in the post-project environment.

In addition to the GCF grant, the project aims to unlock other sources of funding:

A total of USD 32.5 million co-financing from IFAD (scheduled for approval at the September 2024 IFAD Executive
Board), both GCF and IFAD financing are fully blended into one project design, and the planned simultaneous
approvals (GCF financing targeting the GCF October Board) will allow smooth post approval processes, and the
implementation of the two financing streams as one blended project.

It will unlock USD 28.6 million in Government in-kind and grant co-financing. The in-kind Government
contribution will cover salary, office, and equipment, and the grants contributions will cover for consultancies,
capacity building, design, and O&M of infrastructure. Government co-financing covers the direct costs of various
consultancies and capacity building activities under Output 1.1, 2.1, and 2.3; and the design, supervision, and
capacity building on O&M for infrastructure works under Output 2.2. In addition, the GoV, through RECAF, will bring
in co-financing resources and cover additional existing costs through the socio-economic development planning
(SEDP) mechanism (Activity 1.2.1) and 4P platform (Activity 1.2.3), including the national target programs (NTPSs),
the One Commune One Product (OCOP) program, and support other provincial funds.

Furthermore, USD 6.5 million is expected to be unlocked from project beneficiaries as parallel financing, mainly
through infrastructure investments and agroforestry pilots, while about USD 7 million will come from direct private
sector co-investment also as expected parallel financing. It should be noted that the volume of private finance
is important to RECAF as private investments are long-term and involve many smallholders. One of the critical
barriers to long-term credit for smallholder investment is the mismatch between farmers' cash flows and the credit
products available. For this reason, RECAF has been designed to improve immediate cash flows at the farm level
through intercropping as part of the agroforestry model. Nonetheless, especially initially, beneficiary cash flows will
not be sufficient, and external finance will be required. Since the FP was first developed, legislative changes in GoV
ODA policy now prevent RECAF from capitalizing any financial institution, thereby affecting financial mobilization.
However, other external financing opportunities have arisen, particularly green credit lines channeled through larger
rural banks and a heightened market interest due to the mandate requiring banks to ensure that 30% of their loan
finance is 'green' 34,

During the implementation of RECAF, around USD 73 million is expected to be received from financial
institutions for financing, including through WDFs and CDFs. Additional co-financiers such as LEAF, the
Dutch Fund for Climate and Development (DFCD), and others are also anticipated. Viet Nam has committed to
transfer to LEAF/Emergent 5.15 million tons of CO2 emissions reduction from forests in the South Central region
and Central Highlands for the 2022-2026 period. LEAF/Emergent shall pay a minimum price of USD 10 per ton of

34 The overall green credit from Vietnam Bank for Agriculture and Rural Development (VBARD): VND 12,000 billion for low-carbon emission
agriculture investment and green energy; Bank for Investment and Development of Vietnam (BIDV): VND 20,000 billion for clean and safe
agriculture aiming at international standards such as GLOBAL GAP, ISO, Rainforest, etc., and Lien Viet Post Bank: VND 9,600 billion for
low carbon emission, climate change adaptation agriculture, and green energy.
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COg, resulting in USD 51.5 million. The registered area for emissions reduction in commercial forests is 4.26 million
ha, including 3.24 million ha of natural forest and 1.02 million ha of plantation forest. To implement the funds from
LEAF, the Department of Forest (DOF) under MARD will prepare a 'beneficiary disbursement plan' explaining how
the RBP will be invested in the provinces, ensuring compliance with social and environmental safeguards.

B.6. Exit strategy (max. 500 words, approximately 1 page)

79.

80.

81.

82.

83.

RECAF’s exit strategy is based on the following pillars: (i) building of an enabling policy and regulatory environment;
(ii) strengthening of rural institutions, (iii) establishment of coordination mechanisms and partnerships/alliances; (iv)
knowledge sharing and capacity building; and (v) long-term land stewardship financing and building the financial
feasibility and technical ability of rural producers to pursue deforestation-free commodity production. Also,
engagement on a market basis with financial institutions for the provision of credit for investment in both fixed assets
(primarily trees) and inputs for smallholders is a critical element of the exit strategy, particularly the recognition by
the FlIs that smallholders and their deforestation-free value chains make good business sense, are profitable, and
have reduced risks of future revenue dips. In addition, carbon credit finance remains an important, and hopefully
growing, element for finance in the future. If possible, RECAF will work to convert carbon finance into consumer
finance products. Together, these pillars will ensure that the transition to a deforestation-free rural economic
development pathway will continue after project closure.

(i) Enabling policy and regulatory framework: At the provincial level, building an enabling environment will start
with integration of the NRAP into primary strategic provincial plans, which will ensure that provincial governments
have reserved budgets to implement specific activities, and that NRAP objectives are mainstreamed in the overall
social-economic and forestry development activities. At the national level, policy engagement on community forest
management and payments for ecosystem services will result in national guidelines that will facilitate continuation
and expansion of the pilots established in the project provinces and expansion to other provinces in the country.

(ii) Rural institutions: At community level, RECAF will establish or strengthen various local and grassroots rural
institutions building on the existing institutions, with particular attention to the governance systems of the concerned
ethnic minorities, which will empower local communities to continue to invest in trees and climate change
adaptation. After the initial participatory land use planning and mapping process, village-level MCCFM group
management structures will be established in priority sites based on consultation with representatives of ethnic
minorities and their traditional governance structures. They will sign agreements with forest protection departments
for the long-term management of forestland. In the same and other villages, commodity or product-oriented CIGs
will be established and existing cooperatives will be strengthened and trained on group and business management.
In case CIGs use collective/common land for their income generating activities, they will need to agree on the use
of land and benefits for the communities through decision making of pertinent ethnic minority governance systems.
After project closure, they will be able to represent the small producers in coordination mechanisms with government
and to develop 4P arrangements with private sector entities and financial service providers and continue to grow
their deforestation-free businesses, providing income to their members. Financial services providers’ capacity will
be strengthened to provide financial products that will continue to facilitate investments in climate change adaptation
and mitigation. Specifically, the CDFs will continue to finance cooperatives producing specialty products, and
WU/WDF will also support CIGs in MCCFM in accessing finance for investments.

(iii) Coordination mechanisms: Collaboration during the project implementation through the 4P platforms at
provincial level with private sector engagement will continue to facilitate interdepartmental coordination after project
closure. Specific exit strategy will be designed with 4P partners at the start up. Likewise, personal relationships and
trust developed between government officials, cooperatives and companies, and understanding of each other’s way
of working, will facilitate coordination also into the future. These arrangements have been proven during project
design by the ease of coordination between government, communities and collectives, and companies which had
already worked together in previous value chain development projects. The commodity or products 4P platforms at
district and commune level will result in value chain action plans which will be updated towards the end of the project
for continued action after project closure. The project will also facilitate agreements between farmers,
ClGs/cooperatives and companies, for longer term commercial partnerships that will facilitate investments in trees
becoming profitable only in the long-term. As much as possible, such commercial collaboration and partnerships
shall also consolidate an exit strategy with minimal technical guidance required post project.

(iv) Knowledge sharing and capacity building: RECAF will generate and share knowledge on several strategic
technical areas that will be a basis for continued action after project closure as knowledge will be uploaded in
permanent websites owned by sustainable relevant institutions. Baseline studies on drivers of deforestation and on
adequate PFES rates will not only inform immediate project activities, but will also generate insights that will still be
relevant after project closure. Research and pilot sites for agroforestry systems will generate knowledge about the
most viable tree combinations for specific agro-ecological zones and develop replication guidelines. Lessons from
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87.

project pilots on community forest management and PFES/PES and bankable business models will be compiled
and disseminated to professionals, informing their future work. The project will also implement large training
programmes, increasing the knowledge and skills of farmers, to use climate, weather and pest information, to
practice agroforestry and other good agricultural practices that reduce emissions and adapt to climate change and
to increase their financial skills.

(v) Long-term land stewardship financing and building the financial feasibility and technical ability of rural
producers to pursue deforestation-free commodity production: As mentioned above, the PFES/PES redesign
to enable this already-existing PES mechanism to reward environmental stewardship would deliver on a long-term
finance need, and help drive more benefits to local communities and forest users. Such performance-based
financing also provides reliable and regular cash flows, which contribute to communities’ resilience to shocks and
may stimulate or facilitate access to finance for further investments, starting a virtuous cycle.

Furthermore, IFAD's investment in loans for infrastructure aimed at supporting deforestation-free value chain
development and forest protection and restoration (Output 2.2) will strengthen these pillars by providing
beneficiaries with access to essential technologies and facilities. Increasing tree cover on coffee farms, diversifying
crops and related income streams (and the timing of harvest/payment), will bring increased agroecological and
financial resilience to farmers. The agroforestry intercropping business models show it is economically feasible for
farmers to diversify with fruit, nut or multi-purpose trees on their coffee farms, without suffering large impacts in
coffee yields over time, while simultaneously diversifying and increasing their income. The priority is to introduce
fruit, nut or multi-purpose forest trees to increase and diversify smallholder livelihoods, reduce exposure to
commodity price fluctuation, improve farming practices, reduce environmental impact of farming practices, and
provide protection from future climate-driven impacts. To support deforestation-free value chains, the infrastructure
investments encompass various components, including micro-irrigation systems, organic fertilizer production
facilities, value-added processing facilities, and agroforestry-focused ecotourism establishments. Additionally,
RECAF invests in critical forest protection infrastructure, with a specific emphasis on enhancing monitoring systems
and establishing public nurseries. This infrastructure is essential for effective forest management, early detection
of illegal activities, and the conservation and restoration of diverse tree varieties.

To ensure the continuity of infrastructure operations and maintenance beyond the project's closure, an exit strategy
is implemented. Beneficiaries receive capacity training in areas such as business planning and revenue
management. This equips them with the skills needed to generate sufficient revenue from infrastructure facilities,
such as value-added processing and tourism facilities. The generated funds are then utilized for ongoing
maintenance, upgrades, and potential expansion, enabling the sustainability of the infrastructure investments. By
incorporating a robust exit strategy and providing capacity training, the project aims to foster self-sufficiency among
beneficiaries, ensuring the long-term viability and impact of the infrastructure investments in promoting
deforestation-free practices, forest protection, and sustainable value chain development.

To further consolidate such exit strategy, as per IFAD guidelines, a comprehensive exit and sustainability strategy
will be formulated at start up with implementing partners. Its implementation will be reviewed and rated during each
IFAD supervision mission. Key exit commitments and handover plans will be ensured through dedicated
agreements signed before project closure.
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C. FINANCING INFORMATION ‘

C.1. Total financing

(a) Requested

GCF funding Total amount Currency
(i +ii +iii +iv + o
V + Vi + vii) 35 million USD ($)
G.CF inemelz) Amount Tenor Grace period Pricing
instrument
(i) Senior loans Enter amount Enter years Enter years Enter %
I((l)lgr?subordlnated Enter amount Enter years Enter years Enter %
(i) Equity Enter amount Enter % equity return
(iv) Guarantees | Enter amount Enter years
W)
Reimbursable Enter amount
grants
(vi) Grants 35
() [Reesie- Enter amount
based payments
(b) Co- Total amount Currency
financing .
e 61.076 million USD ($)
. Naf“e .Of . i el Amount Currency UEET & Pricing Seniority
institution instrument grace
Senior . 25 years Variable% pari passu
IFAD I 32.434 Options -
Loans 5 years
. . Enter years Enter% Options
GoV In kind 28.642 Options Enter years
Click here to . Enter . Enter years Enter% Options
enter text. Options amount Options Enter years
Click here to . Enter . Enter years Enter% Options
enter text. Options amount Options Enter years
(c)Total Amount Currency
financing .
(c) = (@)+(b) 96.076 million USD ($
(d) Other It is expected that USD 35 million GCF grant financing, together with USD 32.434 million IFAD
financing loan, and USD 28.642 million Government in-kind and in-cash co-financing, will unlock USD
arrangements 6.452 million from project beneficiaries, mainly through infrastructure investments (2.2) and
and o agroforestry investments (2.1 and 2.3) and about 7 million from direct private sector co-
contributions investment in activities initiated by the 4P platforms and SMEs. Project beneficiaries and
(max. 250 private sector partners will contribute with parallel financing to activities in which they
words, participate, for an estimated total amount of USD 13.452 million (UDS 6.452 million + USD 7
approximately | mjllion).
0.5 page)
C.2. Financing by component
Component Output Indicative GCF financing Co-financing
cos_t Usb Amount Financial Amount Financial Name of
Options Options Instrument Options Instrument | Institutions
Outcome 1 Outputs 15,423,426 | 14,941,356 Grant 482,070 Public GoV
- 1.1.and budget*
12
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Outputs 75,393,414 | 18,575,844 Grant 24,383,570 Public GoV
Outcome 2 21,22 budget*
and 2.3 32,434,000 | Loan IFAD
. PMC 5,259,160 1,482,800 Grant 3,776,360 Public GoV
Project X
budget
Management Cost
(PMQC)
Indicative total cost (USD) 96,076,000 | 35,000,000 61,076,000 (of which 28.642,000 USD Gov co-
financing; and 32,434,000 IFAD co-financing)
* in-kind

88. More than 50% of the project cost will be allocated for activities that will directly benefit agriculture and forest-
dependent people, particularly ethnic minorities and women (estimated to be 420,000 direct beneficiaries), the
rest of the activities will indirectly benefit project beneficiaries (estimated to be 1,000,000 indirect beneficiaries)
living in and around the target provinces, primarily through peer-to-peer knowledge exchange and system-wide
improvements in value chains and policy and institutional environments. An assumption is that RECAF will
attract private sector partners that are interested to invest in deforestation-free supply chains.35 Both will be
contributing to Outcome 2. Finally, it is also expected that additional resources will be leveraged as REDD+
RBPs from different sources?¢, including the FCPF or the LEAF coalition. For instance, in the letter of intent
signed between Viet Nam and the LEAF coalition37, the expected volumes of ERs will be 5,570,282 tCO2-eq
for the period 2022-26.

Figure 5 Diagram Illustrating Flow of Expected Investments and REDD+ Result Based Payments to Beneficiaries

‘ National REDD+ Strategy / NDC

Public sector
T GREEN d vt
i The LEAF Coalition NERSHIP %m“TE IFAD an gy '
FUND Lowering Emissions by Accelerating Forest finance |nvesting o peop|e con t i b u t ion
| l

}

P~ Environmental
9

jICA ) Protection Fund

REDD+ Result Base payments Green/climate Investmentsin AFOLU sector

|

RECAF
Will facilitate, collaborate, leverage through 4Ps plateforms

Project beneficiaries: CIGS, Cooperative, SMES,
private sector, villages and communities

89. Meetings were conducted with the Ministry of Finance (MoF) and VDB to discuss the potential of utilizing a
GCF loan through IFAD as the Accredited Entity (AE) for low-interest wholesale lending aimed at promoting
green credit products. However, the MoF did not favored developing a GCF loan component into RECAF.
Additionally, the VDB showed limited interest in acting as an Executing Entity (EE) under RECAF.

35 While international pressure for private sector action to halt deforestation is certainly increasing, and companies selling into certain markets will need to demonstrate
that their products have not been obtained through deforestation (e.g., under EU FLEGT and EUDR), other companies will not be interested. But if REDD+ is effectively
mainstreamed in provincial and national AFOLU policies, all companies in Viet Nam will be subject to policies that incentivize them to ensure they do not contribute to
deforestation. In addition, all companies will be interested in increasing their resilience to climate change, and RECAF activities will be able to assist them with this
and attract their participation.

36 That may have to be updated, depending on the national regulations which evolve periodically, and also to ensure consistency with future decisions from the GCF
Board related to treatment of ERs generated thanks to GCF investment and REDD+ RBP

37 https://live-leaf-coalition.pantheonsite.io/wp-content/uploads/2021/12/Vietnam_LEAF-Proposal.pdf
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Instead, it has been agreed that IFAD will collaborate with the VDB through RECAF where appropriate. IFAD's
role will include providing support to the VDB as Viet Nam's first GCF DAE in terms of capacity development.
This support will encompass generating project ideas and designing a GCF project that builds upon RECAF's
framework. The objective is to ensure the sustainability of RECAF's outcomes and enhance the VDB's capacity
to strategically access GCF resources. This collaboration aims to further assist the Government of Viet Nam
in fulfilling its NDC commitments and National Adaptation Plan (NAP) goals. The flow of investments are
summarized in Figure 5.

C.3 Capacity building and technology development/transfer (max. 250 words, approximately 0.5 page)

C.3.1 Does GCF funding finance capacity building

activities? Yes No Ol
C.3.2. Does GCF funding finance technology

development/transfer? ves No O

91.

92.

93.

94.

95.

RECAF will mobilize financial resources from GCF, IFAD, Government, private sector entities, the financial
sector and other funds (e.g., LEAF, DFCD), and beneficiaries for investing in capacity building and technology
development/transfer. GCF funding for capacity building and technology will be approximately 60% of the total
GCF contribution to the project.

For enabling environment (Outcome 1), RECAF will support provincial governments to mainstream the NRAP
in its social and economic development plans and investments. The project will set up multisector 4P platforms
to coordinate REDD+ implementation and identify options for deforestation-free value chain development.
Research, training and knowledge sharing will build awareness, understanding and capacity of public and
private stakeholders on climate change mitigation and adaptation, drivers of deforestation, and REDD+ for
proper planning. At national level, capacity building will be provided to support MARD to upgrade its REDD+
monitoring and information system in order to generate the required reports for results-based payment from
different sources of RBP, including LEAF, FCPF and potentially others.

For deforestation-free and climate resilient rural economic development (Outcome 2), value chain specific 4P
platforms at district level will develop and implement value chain action plans with the objective to transform
these value chains deforestation-free, enhance carbon stocks and adapt to climate change, while ensuring a
fair income for participating smallholder farmers, ethnic minorities and other small producers. Capacity building
will ensure that farmers from both Kinh and ethnic minority groups, CIGs, cooperatives and SMEs have the
skills to participate in 4Ps, can implement sustainable practices, and are able to access green credit products
and invest in climate change mitigation and adaptation and in alternative livelihood activities.

Under the infrastructure investments, technology investment/transfer will be promoted including investments
in small local stations for the monitoring of weather, pest incidence and other environmental parameters
enabling farmers to better plan and manage their farms and react timely to weather events. GCF funds will be
used to provide capacity building to analyze and use these data. Investments in public facilities for ecotourism
will facilitate developing participatory ecotourism activities linked to agroforestry and specialty product
development and/or as part of community forest management. The project will also invest in forest protection
and rehabilitation infrastructure, including in forest monitoring stations and public tree nurseries to lower cost
and increase quality of seedlings required for afforestation and agro-forestry activities, paying specific attention
to indigenous and neglected species, crop wild relative etc. to contribute to biodiverse afforestation and genetic
resource conservation. Where appropriate, digital and green/renewable/recycle technology will be supported.

Finally, capacity building will be provided for the participatory land use planning and mapping process, which
will be conducted in all communities prior to starting any project activities. This will provide a community
landscape management plan that will inform areas for agroforestry development, identify options for specialty
product development, infrastructure needs, and options for PFES/PES and MCCFM. Capacity building will also
be provided to subsequently implement these PES mechanisms and MCCFM plans.
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D. EXPECTED PERFORMANCE AGAINST INVESTMENT CRITERIA

This section refers to the performance of the project/programme against the investment criteria as set out in the
GCF’s Initial Investment Framework.

D.1. Impact potential (max. 500 words, approximately 1 page)

D.1.1. Mitigation
96. As per the EX-ACT analysis, the following mitigation impact is expected:

The provisional total carbon balance for the RECAF project is 6.68 Mt COz-eq over 12 years (6 years of
implementation and 6 years of capitalization) for a total area under analysis of 144,805 hectares. In specific, the
sequestration through land use changes (afforestation and other land use change) is —293,120 tCOz-eq; the carbon
sequestration potential from Agriculture (Perennial) with -2,409,108 tCO:2-eq; and Degradation and Management
(Forest degradation) with -4,002,980 tCO2-eq; the project is a source of emissions in Inputs and Investments of
+32,982 tCO2-eq (see the extensive analysis in Annex 22).

97. The carbon balance is entirely related to outcome 2 (REDD+ phase 2)38 and is disaggregated by outputs as listed
below:

e Output 2.1 is reflected in the Land use change, cropland, and forest degradation modules. Given the computation
of data (detailed in Computation of data in EX-ACT), the total carbon balance over 12 years of this output is equal
to -5,134,337 tCO2-eq. The conversion of existing agroforestry systems and the restoration activities in bamboo
and timber-bamboo forests are the main contributors on increasing carbon sequestration.

e Output 2.2 is reflected in the input and land use change modules. Given the computation of data (detailed in
Computation of data in EX-ACT), the total carbon balance over 12 years of this output is equal to 35,948 tCO2-eq.

e Output 2.3 is reflected in the land use change modules, cropland and forest degradation. Given the computation
of data (detailed in Computation of data in EX-ACT), the total carbon balance over 12 years of this output is equal
to -1,585,952 tCO2-eq. The restoration activities on forest are the main contributors to increase sequestration under
this output.

98. The total carbon balance resulting from the implementation of the project’s activities has been estimated at -
6,684,338 tCO2-eq over 12 years. These ERs are resulting from the USD 76 million invested in component 2
(REDD+ phase 2), including USD 18.5 million from GCF (24% of the budget of component 2). 24% of the ERs
expected from RECAF can therefore be attributed to GCF, representing 1,603,200 tCO2eq..

99. However, and given that the RBPs are part of the exit strategy of the project, and an incentive for Viet Nam to
invest in reducing GHG emissions from deforestation in the first place, it is expected that the remaining ERs (i.e. 5
MtCO2eq) generated thanks to investments from the different co-financers of the project including the government,
beneficiaries, private sector and IFAD, will be used by the government of Viet Nam to seek REDD+ RBP or other
type of carbon market option, from sources different from GCF. Assuming a price of USD 5/tCO2eq (in line with
FCPF current practices and the price under the 1st REDD+ RBP call for proposal from GCF), and assuming that
a discount of approximately 25% could be applied by future providers of RBP due to uncertainty, buffer and other
requirements, the value of the ERs from the project that Viet Nam could expect to mobilize is USD 19 million for
ERs achieved during the lifetime of the project. This tentative value has been included in the EFA; yet it is very
speculative given uncertainties related to RBP and other forms of carbon markets/payments.

D.1.2. Reduced emissions

100.0n top of this, mitigation benefit comes from the reduction of deforestation and forest degradation thanks to better
policies and enforcement, forest protection infrastructure, deforestation-free value chain management, community-
based forest management and performance-based payments forest ecosystem services. While policies will have
impact at the provincial level, most activities are expected to have district-wide impact. The selected project districts
have a total of 926,066 hectares of natural forest. However, about 400,000 hectares of this area are special use
forest, which are strictly protected anyway, and no project impact can be expected there. Thus, it is estimated that
project activities will contribute indirectly to the protection of about 500,000 hectares of natural forest.

101.However, the attribution of the reduction of deforestation and forest degradation to project activities will be difficult
to quantify, as the project will be implemented in a period which already has witnessed more stringent policies
(e.g., logging ban in 2016) and increased forest conservation efforts. Deforestation and forest degradation data in

38 No ER have been estimated or attributed to the component 1 which is focused on REDD+ readiness, or to PMC.
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the hotpot analysis refer to the period 2010 to 2018. Data for business-as-usual scenario would thus refer to a
period that falls largely before the logging ban.

102.Further reduced emissions will be achieved through reduced erosion and reduced chemical fertilizer use in
agroforestry systems compared to monocrops. Fertilizers are by far the most important contributor to emissions in
coffee plantations, and excessive use together with weak water management has led to large proportion of fertilizer
running off into stream and groundwater. Better fertilizer and water management and incorporating nitrogen fixing
trees in coffee plantations will also reduce emissions.

D.1.3. Adaptation Co-benefits

103.The project will also deliver climate change adaptation co-benefits, with a particular focus on the beneficiaries
belonging to ethnic minorities, such as the M'Nong, Ma, and Ede communities, who reside in forested areas or rely
on forests for their livelihoods. The target groups for the project include rural poor households, unskilled rural
individuals (with a priority given to young people), and relatively less poor or lead farmers who possess the
necessary skills and assets to promote agroforestry and commercial agricultural production. The project will
prioritize the inclusion of youth, women-headed households, and ethnic minority households within these target
groups, with a goal of ensuring that 40% of the total beneficiaries fall into these categories. To achieve this, the
Gender Action Plan incorporates specific measures to encourage women's participation, aiming for a project target
of 40% women's involvement.

104.Under Output 2.1, the project will provide training to farmers on the utilization of climate information and existing
agrometeorological advisory services, including pest information. The training curriculum will consider both the
traditional environmental knowledge and practices of the ethnic minorities and the best available scientific
knowledge to promote locally appropriate and climate-suited crop varieties and agroforestry practices. For
instance, the project will introduce additional tree species in monocrop coffee plantations, transitioning to coffee-
based agroforestry systems to diversify income sources and ensure soil suitability and crop resilience to reduce
crop loss and damage by climate-related factors.

105.Through the MCCFM structures (Output 2.3), community members will gain greater influence in land use planning
and management. They will also acquire knowledge about climate-adapted forest management and agroforestry
systems. Furthermore, the project will provide training on financial literacy and encourage membership-based
savings, empowering farmers and forest-dependent community members to enhance their adaptive capacity
through savings and improved access to finance.

106.Moreover, the project includes infrastructure investment (Output 2.2) that enhances the beneficiaries’ resilience to
climate change. The selection criteria for infrastructure will consider adaptive measures to address observed and
anticipated effects of climate change, ensuring the long-term application and operation of the infrastructure to
support deforestation-free value chains and MCCFM.

107.Overall, it is expected that the project will reach 100,000 households with a 70% adoption rate, resulting in an
estimated 140,000 farmers who will enjoy the adaptation co-benefits. By prioritizing climate change adaptation and
involving marginalized communities.

D.1.4. Economic co-benefits

108. The project will directly benefit women, youth, ethnic minorities, and men engaged in forest protection,
agroforestry, and various activities along the deforestation-free value chains. With a target group of approximately
100,000 smallholder farmers and forest-dependent community members, including ethnic minorities, the project
aims to generate significant economic co-benefits through improved land tenure and inclusive investment planning
and equitable resource distribution to enable their long-term investment in sustainable land use practices.
Economic co-benefits will encompass increased and sustainable agroforestry production, higher incomes through
participation in deforestation-free value chains, enhanced livelihoods and capitals through MCCFM and
PFES/PES, and the adoption of technologies to reduce water usage and chemical fertilizer needs to reduce crop
loss and input spending.

109.In addition, the project utilizes the EX-ACT tool to measure the impact on CO: stock and (GHG emissions. An
expected reduction of 6 million metric tons of CO2-equivalent emissions over 12 years will be quantified monetarily
and financed through various sources, including national funds, the Forest Carbon Partnership Facility (FCPF),
and private sector contributions. Payments will be distributed to project stakeholders contributing to CO2 stock and
GHG emission reduction. The project may also consider using the Biodiversity Integrated Assessment and
Computation Tool (B-INTACT) to address specific biodiversity concerns in forest areas, recognizing their
importance for ecosystem services.
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D.2. Paradigm shift potential (max. 500 words, approximately 1 page)

The project will enable a paradigm shift through several pathways:

110.Firstly, it will contribute to a regulatory framework and policies that will provide an enabling environment for the
transition to sustainable forestland management, deforestation-free value chains and climate resilient livelihoods
based on agroforestry systems. The NRAP will be mainstreamed into the 5-year provincial SEDPs, which provide
the basis for the spatial planning, work planning and budget to implement all social, environmental and economic
activities in the target provinces. The project will facilitate interdepartmental, cross-sectoral and public-private
coordination at provincial, district and community level that will allow for a participatory land use planning for
effectively safeguarding forest ecosystem services in a transparent manner while also providing livelihoods
opportunities for local communities and a fair sharing of costs and benefits. Similar systems have been used in
other IFAD project in Viet Nam and enabled important scaling up to other provinces by mainstreaming climate
resilient and value chain SEDPs into normal planning and incorporating results of participatory research in
extension plans. Through facilitating of Forestland Allocations processes, the project will contribute to solving
enduring land use disputes, which is a prerequisite for forest conservation, regeneration and sustainable
agroforestry systems. One important aspect of this process will be the effective participation of ethnic minorities
during planning and implementation process. A participatory approach to planning and implementation will be
consistently adopted and top-down approach will be avoided.

111.Secondly, the jurisdictional approach to developing deforestation-free value chains is still very new. While it is
intended to be multisectoral, to ensure that none of the major value chains in a certain jurisdiction acts as a driver
of deforestation, experiences so far have mainly focused on a single commaodity (e.g., cocoa in Ivory Coast and
Ghana, dairy in Brazil, oil palm in Indonesia). The project will apply lessons from the first pilots of the jurisdictional
approach in coffee-based systems in Lam Dong facilitated by IDH and SNV to further develop the approach. The
project will facilitate public-private-producer partnership platforms around agroforestry systems involving buyers
from multiple crops. This will also provide a more market-oriented approach to the development of agroforestry
systems, which are often approached from a purely agronomic and environmental perspective. When business-to-
business of verified deforestation-free products or final retail marketing of sustainable branded products is
successful, this will crowd-in other farmers and value chain actors in the project provinces and trigger
transformation at scale. The project will thus provide important lessons, both on approach as well as on technical
aspects of species combinations that can be used for scaling up to other districts, and replication in other part of
Viet Nam and abroad. This support to deforestation-free value chains is essential for Viet Nam given it current
trade agreement with the EU and the recently approved EU regulation on reducing GHG emissions linked to
deforestation.

112.Thirdly, the development of a performance-based mechanism for PES that includes payments for carbon
sequestration services would be afirst in Viet Nam. In combination with a rigorous monitoring and reporting system,
this would open up potential for accessing international REDD+ financing and public and private “carbon markets”.
In combination with the FLA and community-based forest management, this will provide the possibility to pay
communities based on their forest management performance and provide real and long-term incentives for local
communities to conserve and restore forests. This would be a substantial change from the current “contracting
system”, which basically contract community labor for patrolling, which excludes women and does not involve the
local communities in management decisions. Based on the pilots implemented by the project in the Central
Highlands and South-Central Coast, the project will facilitate MARD to develop guidelines for performance based
PFES/PES for carbon sequestration services and community forest management, for scaling out and replication
nationwide.

113.Fourth, developing the capacity of financial service providers to provide financing for investments in agroforestry
and MCCFM to reduce deforestation and forest degradation while increasing the adaptive capacity and income of
farmers and forest-dependent people will address a significant barrier in the transition to deforestation-free
agriculture development.

114.A fundamental aspect of RECAF’s paradigm shift is IFAD facilitation to ensure full and effective participation of
ethnic minorities during the planning and implementation process as the project’s horizontal partners. The values
of the ethnic minorities’ ancestral knowledge and their practices will be considered as the basis for co-creating
initiatives that are environmentally sustainable and rooted in the cultures and value of the ethnic minorities.
Participatory approach to planning and implementation will be consistently adopted and top-down approaches will
be avoided.

115.Specifically,
e Potential for scaling up and replication: several approaches and activities can be scaled up and replicated,
including: the jurisdictional approach to deforestation-free value chain development; the performance-based
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payment for carbon sequestration services; the community-based forest management and specific agro-forestry
relevant mix; and the financial services and products developed by financial service providers.

o Potential for knowledge sharing and learning: Activity 1.2.3 has been designed to facilitate knowledge generation,
sharing and learning among project stakeholders and across the project area, and with the wider public. In addition,
the 4P platforms at provincial and district levels and participatory land use planning at commune level ensures
knowledge sharing and learning among stakeholders.

e Contribution for the creation of an enabling environment: In addition to the regulatory framework (see next
paragraph), increased capacity of forest protection authorities will enable them to better address forestland use
conflicts and illegal encroachment. Improved tenure rights of indigenous people through the FLA process will
address a barrier to long-term investments in sustainable farming systems and forest management. Furthermore,
increased knowledge on viable agroforestry systems, and increased capacity of financial service providers will
provide an enabling environment for financing long-term investments in climate resilient farming systems and
deforestation-free value chains.

e Contribution to the creation of a regulatory framework: The project will support the development of provincial
REDD+ action plans and their integration into socio-economic and forestry development plans. Based on
experiences of pilots implemented by the project, national guidelines on performance based PFES/PES
mechanisms for carbon sequestration services and community base forest management will be developed.

116.0verall contribution to sustainable development pathways: Through the creation of an enabling environment the
investments in agroforestry and deforestation-free specialty products, RECAF facilitates an economically viable
transition to sustainable forest management, deforestation-free value chains and climate resilient livelihoods.
This is in alignment with national policies and priorities, particularly:

- The REDD+ Action Plan (2017)

- The Agriculture Restructuring Program (ARP), supporting agricultural sector growth and competitiveness,
ensuring food security, improving rural incomes, reducing negative environmental impact and effectively
responding to climate change

- The National Target Program on Sustainable Poverty Reduction (NTP-SPR)

- The National Climate Change Strategy

- The National Determined Contribution (NDC) 2015 and updated NDC of 2020 and 2022 (see section D5 for
details)

- National Green Growth Strategy (2012) and Action Plan 2014.

D.3. Sustainable development (max. 500 words, approximately 1 page)

RECAF will contribute to achieving the Global Sustainable Development Goals (SDGs), especially SDG 1 (end poverty),
SDG 2 (zero hunger), SDG 5 (gender equality), and SDG 13 (climate action). While this section discusses several
sustainability benefits expected to result from the project’s interventions.

D.3.1. Environmental benefits
117.The project will promote the transition of monocropped perennial cash crops to agroforestry systems and the use
of other sustainable agriculture practices such as contour planting and Contour Hedgerow Technology (CHT),
which will enhance ecosystem services in the form of soil fertility enhancement, carbon sequestration and reduced
erosion. Soil analysis, training on better soil management, fertilization schedules and the use of nitrogen fixing
species in multiple crop systems and IPM will also reduce the use of chemical fertilizers and run-off of these
fertilizers into streams and groundwater thus contributing to reduced soil and water pollution from chemicals.

D.3.2. Biodiversity benefits
118.RECAF aims to deliver biodiversity benefits, specifically in terms of mean species abundance (MSA). The MSA
metric, developed by Global Biodiversity Model for Policy Support (GLOBIO)3°, measures the average abundance
of original species in disturbed and undisturbed habitats across six taxonomic groups. A case study on four project
provinces showed that both MSA and natural capital experienced a decline from 1994 to 1996, followed by a slower
decrease until around 2010. However, there was a partial recovery in MSA between 2018 and 2020.The project's
focus on reducing deforestation and forest degradation is expected to prevent MSA decline by strongly correlating
with forest cover. Efforts such as promoting forest regeneration, agroforestry practices, and integrating indigenous
tree species are anticipated to increase MSA. Additionally, supporting sustainable use of NWFPs and involving
communities can incentivize forest biodiversity conservation. The project also emphasizes the importance of
incorporating traditional knowledge and practices of ethnic minorities, particularly in agriculture and animal
husbandry. The Nagoya Protocol on Access and Benefit-sharing guides biodiversity conservation, ensuring fair
benefits from genetic resources. In this context, RECAF supports MSA, community engagement, and integration

39 https://www.globio.info
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of traditional knowledge to achieve positive long-term biodiversity outcomes for the environment and communities
involved. Thus, it contributes to the Global Biodiversity Framework by addressing target 2 and 3 (land
conservation), target 8 (climate change), and target 10 (sustainable forests).

D.3.3. Social benefits

119.Land tenure: As explained in section B2, sometimes land traditionally cultivated by local ethnic minorities was
declared forestland or smallholder farmers were displaced from their land elsewhere and pushed into the forest,
leading to disputes that continue until today. At provincial level, the project will facilitate coordination between
departments, management boards and communities to address such land tenure issues. Guidelines for FLA
processes, including FPIC will be developed. At the commune level, participatory land use planning and mapping
will be conducted in each community. This planning will identify forest areas for protection (particularly for ensuring
continuity of ecosystem services), degraded forest for regeneration and sustainable harvesting of NWFPs and
deforested areas on which agroforestry systems can be developed. For the selected communities for MCCFM, a
FLA to communities or adjustment of previous FLA will be supported, so that the legal ownership or user right
status matches the forestland management responsibility of the community.

120.The resolution of land use conflicts and the improvement of land tenure rights of ethnic minorities are key objectives
of DOF, the project provinces and IFAD. Therefore, improved tenure rights have been defined as a co-benefit in
the logical framework. The project expects to conduct or adjust FLA in 150 villages, covering a total of 55,000 ha,
and benefitting 100,000 smallholders and ethnic minorities. Individual or community land use rights are not only a
prerequisite for the implementation of the MCCFM and performance based PFES/PES activities, they also
contribute to the empowerment of these ethnic minority communities and facilitate their integration in the formal
economy, enabling the signing of contract farming agreements with buyers of deforestation-free commaodities and
of securing formal loans for investments in agroforestry and specialty products. Without stable tenure rights, those
farmers would also have no incentive to spend their labor and financial resources in such long-term investments.

D.3.4. Nutrition

121.During the stakeholder consultation process, poorer households revealed they cannot afford nutritious diets, their
dietary diversity is very poor and is likely worsening in current context of food price spike. Malnutrition is known to
be high among the ethnic minorities in Viet Nam. The prevalence of stunting among ethnic minority children is
31.4%, which is twice as high as that among the Kinh ethnic majority group. The project is expected to have a
positive result on dietary diversity among target groups through two different pathways. First, through better and
more resilient incomes from more diverse farming systems, better farm management reducing production costs,
investments in irrigation and through better value chain linkages and the development of small cooperative
businesses around specialty products. Second, the introduction of fruit trees, nuts, herbs and medicinal plants into
current monocrop coffee or pepper and in the agroforestry systems to be planted on bare land and the use of
beans in CHT will increase the nutritional value of the farm products. Nutrition will also be part of the criteria to
select and evaluate proposed participatory research on relevant farming systems. Finally, forest conservation and
improvement will also lead to more sustainable access and use to relevant NWFPs which plays a key role in diet
of ethnic minorities. However, it should be noted that the contribution of this project is such that it cannot be
considered a co-benefit in the traditional sense.

D.3.5. Gender and Indigenous Peoples’ sensitive project design and implementation

122.The project promote gender equality — through (i) increased participation of women in project activities outside
their home; (ii) attending project training to improve current farm knowledge, financial skills, and learn new
knowledge about market; (iii) improved loan access; (iv) increased female participation in household's decision
making thanks to improved farm skills; (v) reduced household chore on the part of female through increased
undertaking of household work on the part of male, and work arrangement based on seasons; and (vi) full use of
the advantage of matriarchal system to increase female involvement in income generation activities for economic
empowerment. The project targets a 50% male-female rate of the expected beneficiaries adopting improved
climate resilient livelihood options. See Indigenous Peoples’ Plan in Annex 6B and Gender Action plan in Annex
8.

123.FPIC procedures will be followed for all project activities and investments at districts and commune level and a
grievance redress mechanism will be established. FPIC obtained from ethnic minorities will be given special
attention to ensure it remains free from potential pressure or coercion by any external actor, including provincial
DARDs or other stakeholders, due to unequal power dynamics. FPIC processes will engage third-party
independent facilitators for FPIC consultations on a regular basis.
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D.4. Needs of recipient (max. 500 words, approximately 1 page)

D.4.1. Economic and social development level and vulnerability to climate change

124.Viet Nam has achieved strong economic growth of an average 6.4% in Gross Domestic Product per year. The
proportion of the population living below the national poverty line reached 4.8% in 2020, down by over 70% since
1993.

125.Viet Nam is one of the most disaster and natural hazard-prone countries in the East Asia and Pacific region. The
World Bank listed Viet Nam as one of the five countries that will be most affected by climate change. The rural
poor are the most vulnerable to shocks from natural disasters and hazards. This, because they are more likely to
live in areas vulnerable to natural disasters, have higher dependency upon agriculture and natural resources for
their livelihoods, and have more vulnerable assets, such as less well constructed homes. Furthermore, they have
fewer resources to invest in adaptation to climate change and to recover from the impacts of natural disasters.
Without adapting farming systems, yields of several crops are expected to decrease, with coffee being especially
affected.

126.The project area remains poorer in comparison to most other regions of the country, with poverty rates of 8.3% in

the Central Highlands and 12.7% in Ninh Thuan? and its economy remains dominated by agriculture and forestry.
The poverty rate amongst ethnic minorities is 40.4%, accounting for 53.8% of the extreme poor. The poverty rate
has been one of the criteria for project district selection. The target districts also have a high rate of ethnic
minorities, and coffee is one of the major crops. Thus, the project is targeting the population most affected by
climate change, and activities under Output 2.1 have a focus on deforestation-free coffee supply chains and the
development of coffee-based agroforestry systems. Indeed, poverty is widespread among ethnic minorities. Poor
households have small landholdings which are generally infertile and water stressed. In the absence of irrigation,
labor requirement for plot development is high as the soil tends to be hard and requires more efforts. Although
labor exchange arrangements are common, for households who do not have sufficient able-bodied adults and are
unable to contribute to the exchange, labor has to be hired when needed. Poor households do not have the means
to do so resulting in poor crop management. In addition, the households cannot afford input costs — despite knowing
that adequate dosages can increase yields - and have no recourse but to source inputs (seeds, fertilizers and
pesticides) on credit from the local input supplier to be paid back after harvest. In case of failure to pay back the
debt, interest is charged at high rates indebting the household till the next harvest or beyond.

D. 4.2. Alternative sources of financing
127.Viet Nam has the potential to access alternative sources of forest finances, such as LEAF, that could also benefit
target beneficiaries through performance-based payments for ecosystem services. Therefore, the project will work
on upgrading the monitoring and reporting of forest cover and quality and resulting emissions and carbon
sequestration and work with MARD to start accessing these other financing sources. Furthermore, the project will
assist banks (e.g., VDB, and BIDV) and MFIs to attract more suitable capital to increase their lending in the
agriculture sector for climate change adaptation and mitigation.

128.Finance barriers such as high costs, risks, and private sector hesitancy in agroforestry investments need attention.
Itis crucial to make REDD+ and deforestation-free value chains and MCCFM practices financially viable. However,
the existing ODA loan finance policies and unfavorable enabling conditions necessitate RECAF to seek GCF
finance at a higher level of concessionality to complement its infrastructure loan and deploy a blended finance
model, as discussed in Section B.5.

D.4. 3. Institutions and implementation capacity

129.Policy and institutional gaps remain for implementing REDD+ at the provincial level. Provinces are requested to
make contributions to the NDC targets. However, none of the participating provinces has been able to
systematically integrate the updated NDC targets in the areas of AFOLU due to lack of concrete guidelines and
funding support. There is also a lack of interdepartmental, cross-sectoral and public-private coordination.

D.5. Country ownership (max. 500 words, approximately 1 page)

130.Viet Nam has fully achieved the four key requirements of the Warsaw Framework, having now completed its
National REDD+ Strategy, National Forest Monitoring System (FMS) and Forest Reference Emissions Levels
(FREL/FRLs), and more recently an operational and online Safeguards Information System (SIS), along with
Summary of Information (SOI) on safeguards. In addition, REDD+ has already made a number of contributions to
transformational change in the forestry sector; for example, the FLEGT Voluntary Partnership Agreement (VPA)

40 https://www.gso.gov.vn/wp-content/uploads/2021/03/Thong-cao-bao-chi-MDP_MPI_edited.pdf
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with the EU. The project will closely follow the development of details between the Government of Viet Nam and
the EU under the recently enacted EUDR.

Alignment and ownership

131. The project is aligned with the NDC through the land use planning activities, the better capacity for forest
protection, the protection through the jurisdictional approach to deforestation-free supply chain management of
major commodities, the development of agroforestry, and through enhancing the resilience of the target
beneficiaries.

132.The project has integrated lessons learned from the REDD+ in the design: (i) the core of a successful REDD+
strategy is effective planning and investment; with clearly defined, locally agreed objectives, (ii) provide appropriate
incentives for better forest management (or disincentives for forest destruction); and (iii) incentives come in various
forms, including through access to more secure tenure over land and resources, assistance for market and financial
access and/or through benefits from domestic PES schemes.

133.0wnership and commitment to project investments have been traditionally strong in Viet Nam, from the national
to the commune levels. The project has been designed through a lengthy and participatory process. First of all, it
was the Government who proposed the initial concept note to IFAD to act as International Accredited Entity (IAE)
and co-financier of RECAF. After formal endorsement of the revised concept note, each province formed a Project
development board (PPB), collected baseline data and prepared their own thematic reports and project proposals.
The DoF patrticipated in the two IFAD design missions, during which extensive discussions with the PPCs and
PPBs and selected district authorities were held. The PPBs organized the field visits. Subsequently, design choices
and the project document were extensively discussed between IFAD, DOF and the project provinces. Commitment
letters are attached in Annex 1.

GCF country programme

134.The National Designated Authority is the Ministry of Planning and Investment. The GCF so far has funded 3
projects for a total of USD 146 million:

- FP013 Improving the resilience of vulnerable coastal communities to climate change related impacts in Viet Nam,
implemented by UNDP, approved 2017

- FPO71 Scaling up energy efficiency for industrial enterprises in Viet Nam, implemented by the World Bank,
approved 2018

- FP125 Strengthening the resilience of smallholder agriculture to climate change-induced water insecurity in the
Central Highlands and South-Central Coast regions of Viet Nam”, implemented by UNDP, approved 2020

135.VDB has become the DAE of GCF since July 2021 and implemented a GCF readiness project to strengthen their
pipeline development capacity. As discussed in Section C.2, IFAD will collaborate with the VDB through RECAF
to strengthen the VDB's capacity as Viet Nam's first DAE to the GCF. The objective is to enhance their ability in
project origination and design, ensuring the sustainability of RECAF's outcomes and enabling the VDB to
strategically leverage these results to advance Viet Nam's commitments under its NDC and NAP. Concurrently,
RECAF will actively pursue collaboration with the United Nations Development Program (UNDP) to facilitate the
exchange of lessons learned, harmonize approaches, ensure complementarity between the two GCF projects, and
avoid duplication of efforts and inefficiencies in GCF investments. This collaboration will maximize the effectiveness
of both initiatives and optimize the utilization of GCF funds.

Capacity of Accredited Entity and Executing entities to deliver

136.IFAD’s strategy in Viet Nam over the past 20 years has focused on supporting the Government’s achievement of
its key development target to move rural populations from subsistence farming to climate resilient market-oriented
agriculture. The current 2019-2025 Country Strategic Opportunities Program (COSOP) focusses on smallholders
and agriculture SMEs in underserved areas with a concentration of ethnic minorities, like the Central Highlands
and Ninh Thuan province. RECAF is fully aligned with the COSOP.

137.IFAD has experience with supporting and encouraging innovation and experimentation with value chain
development, small-scale infrastructure and financing, PES, market-oriented planning and public investment, land
and forestland planning and allocation, private sector engagement, and climate smart agriculture. In addition, IFAD
has also strengthened grassroots community institutions and has mainstreamed social, climate and environmental
issues so that investments in climate mitigation and adaptation benefit poor rural households and the most
vulnerable rural groups including ethnic minorities.

138.IFAD-funded projects in the highlands (i.e., 3EM and TNSP) already included many of the key building blocks of
RECAF: the climate-informed SEDP, the climate resilient value chain action planning, the common interest group
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development, 4P platforms, climate resilient infrastructure and the saving and credit groups (i.e., SCGs). Thus,
also these provinces have experience implementing IFAD-funded projects and are in position to assist the other
two provinces with procedures.

139. The following is a description of the strengths and experiences, in terms of local reach and centrality in provincial
decision-making, of the Executing Entities: (i) Ministry of Agriculture and Rural Development (MARD), particularly
the Department of Forestry (DoF) within MARD; and (ii) The People’s Provincial Committees (PPCs) of five
provinces:

e Under MARD, the DoF is the agency in charge of managing and developing forestry throughout the country. The
Department has the following strengths; it is an agency: (i) providing advice to the Minister of MARD on forestry
management; (i) conducting policy strengthening for forestry management and development nationwide; (iii)
conducting forest management planning and budgeting for the whole country; (iv) serving as the focal point for
REDD+ as assigned by the Government of Viet Nam; (v) possessing high capacity in implementing REDD+ related
activities, as reflected in the current implementation of the Forest Carbon Partnership Facility (FCPF) and the
upcoming LEAF.

e The Provincial People’s Committee (PPC) is the highest executive agency at the provincial level, overseeing all
socio-economic development within the province. The strengths of PPC include: (i) being a decision-making body
at the provincial level on all related socio-economic issues; (ii) reviewing and endorsing all provincial policies and
programs; (iii) approving forest management planning and budgeting for the province; (iv) conducting investigation
and supervision of all development activities within the province; (v) being responsible to the Government for
REDD+ implementation; (vi) having full decision power to assign provincial line agencies (e.g., Department of
Agriculture and Rural Development (DARD) under MARD, Forest Protection Department, Forest Protection and
Development Fund (FPDF), etc.) in implementing related activities.

140.For specific technical areas in which the executing entities lack expertise, specialized service providers will be
engaged. IFAD country team is currently engaged in the identification of external technical assistance that could
be financed under the GCF-supported outcomes/outputs, as well as project management costs (limited to up to
5,5% of total costs).

141.1t is important to mention that during the preparation of this project, extensive discussions have taken place
between IFAD and the only GCF Direct Access Entity in Viet Nam, the Vietham Development Bank (VDB), which
mostly focuses on large-scale enterprises. These discussions aimed to assess VDB’s interest and capacity in
leading or supporting RECAF. VDB is currently benefiting from a Readiness Support for the Implementation of the
IRMF and is working on a Net Zero Climate Resiliency for Children (NZCRC) Concept Note. VDB has also indicated
its interest in benefiting from IFAD’s experience during the preparation of its projects for GCF

Engagement with civil society organizations and other relevant stakeholders, including indigenous peoples,
women and other vulnerable groups is discussed in section G and annexes 6A-B, 7 and 8.

D.6. Efficiency and effectiveness (max'. 500 words, approximately 1 page)

142.0ne major objective of the GCF financing is to remove bottlenecks to transition from monocrop plantations to multi-
crop agroforestry. While transitioning to these agroforestry systems is generally financially and economically viable,
barriers to investment remain. The project will use GCF concessional funding, combined with IFAD’s infrastructure
loan, to address these barriers to investments, and in particular the following ones:

i) High upfront investment costs, addressed through the development of adequate credit products and the provision
of lines of credit to support financial institutions;

i) Revenues not accruing immediately on tree crops (implying that producers have to find alternative sources of
income in the medium term), also addressed through the development of adequate credit products and systems
with annual understory crops;

iii) Risks for early adopters, addressed through the agroforestry pilots;

iv) The risk of price fluctuations on the crops grown, addressed by testing multi-crop agroforestry mixes that allow
producers to diversify crops grown and decrease their vulnerability to price fluctuations, and by supporting access
to markets (with supporting infrastructure, e.g., value added processing facilities);

v) The risk of investing in perennials, with long-term benefits, by supporting long-term land tenure and investments in
irrigation infrastructure.

143.Under this blended finance model, the GCF grant will focus on removing these bottlenecks, but the majority of the
direct financing for the agroforestry will take place through financial institutions and beneficiaries’ own capital, to
avoid crowding out private investment. Hence, the GCF financing focuses on the market failures including
information asymmetry of financial institutions, supporting early adopters of agroforestry systems (through the
agroforestry pilots in 2.3), and improving access to markets for producers (through the 4P platforms and
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deforestation-free infrastructure support) and the institutional aspects around land tenure. The proposed project
aims to create a better investment environment for sustainable agroforestry and deforestation-free value chains.
This will allow for the expansion of sustainable investment models for agroforestry and value chain development,
which could potentially receive support from Viet Nam's Direct Access Entity (DAE), the VDB, in the future.

144. An Economic and Financial Analysis (EFA) of the project was conducted to assess the viability of project activities
from the perspective of beneficiaries (financial analysis) and society (economic analysis). To quantify the benefits,
activity models compare the benefits with and without the project, so the results presented below are all
incremental. The analysis shows that the project is extremely profitable, with an NPV of USD 786.1 million,
corresponding to an Economic Internal Rate of Return (EIRR) of 29.8%. The high return stems from the project
ambitious target to leverage investments into agroforestry by beneficiaries, through loans from financial institutions.
Another reason is that these models consider a period of twenty years, so the NPV of benefits includes twenty
years of additional benefits as opposed to the ten years often used in annual crop models.

145. The project is very efficient in terms of cost per beneficiary and cost per ton of CO2 mitigated. The cost per
beneficiary is USD 245 while the cost per ton of CO2eq mitigated is USD 15.41, which is below the World Bank
social price for a ton of CO2eq of USD 43-86 in 2023. Using the lower bracket for the social price of carbon that
ranges from USD 43 per ton of Co2eq in 2023 to USD 55 per ton of Co2eq, as opposed to a market price of USD
5 per ton of Cozeq, increases the project NPV to USD 887.4 million, corresponding to an EIRR of 33.9%.

146.However, in addition to the high upfront investment costs, the limited awareness of opportunities and risk mitigation
options among domestic financial institutions, and the suboptimal enabling policy and institutional environment,
Viet Nam's current ODA policies on loans also pose a barrier to accessing loan finance. Therefore, to overcome
these challenges and set Viet Nam on a trajectory towards meeting its NDC targets, it is imperative to secure GCF
grant financing to unlock the potential of net-zero mitigation development opportunities. GCF grant financing is
particularly essential for unlocking net-zero mitigation opportunities in Viet Nam, as enabling conditions, often
categorized as non-bankable public sector investment areas, require targeted support. Despite the potential for
high revenue, these enabling conditions, such as policy and institutional frameworks, are crucial yet often
overlooked by traditional financial institutions. Grants bridge the gap by providing the necessary resources to
address these non-bankable areas and pave the way for sustainable development and achievement of net-zero
goals.
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E. LOGICAL FRAMEWORK

This section refers to the project/programme’s logical framework in accordance with the GCF’s Integrated Results Management Framework to which the
project/programme contributes as a whole, including in respect of any co-financing.

E.1. Project/Programme Focus

[ Increased resilience (adaptation)

Please indicate whether this proposal is for a mitigation or adaptation project/programme. For cross-cutting proposals, select both.
Reduced emissions (mitigation): Mitigation focused with adaptation co-benefits

E.2. GCF Impact level: Paradigm shift potential (max 600 words, approximately 1-2 pages)

Coast regions: The regions continue to
experience  deforestation and  forest
degradation, despite having significant
potential for forest restoration. To reduce
emissions from the AFOLU sector in these
regions, it is crucial to address the low
adoption of shade coffee and other
alternative practices among farmers to
increase restorative practices through
agroforestry and promote economically
viable MCCFM. These practices not only
increase market value and forest carbon
stock but also help reduce emissions. This
can be achieved by ensuring enabling
conditions in policy, institutional support,
financial assistance, and market access.
Achieving a harmonized approach will
necessitate a collaborative effort from all
relevant parties, commonly referred to as

viable agroforestry systems based on perennial
crops and MCCFM models. These efforts effectively
reduce both climate change and socioeconomic
vulnerabilities faced by farmers and forest-
dependent communities. As a result, a significant
reduction of 6.68 MtCO2-eq in emissions is achieved
over a span of 12 years.

Assessment Current state (baseline) Potential target scenario How the project/programme will
Dimension Description Rating (Description) contribute (Description)
Limited implementation of NRAP in the 145,000 hectares of forestland adjacent to cropland | Enhancing and integrating the country's REDD+
Scale Central Highland and South Central Low and settlements are transformed into economically | design pillars and NRAP into provincial SEDPs by

incorporating effective 4Ps for participatory land
use planning and value chain development, along
with financial and legal incentives to effectively
operationalize deforestation-free value chains for
REDD+. This, in turn, will help expand the area of
forests adjacent to cropland under sustainable
agroforestry systems and MCCFM .

Designing and operationalizing economically viable
deforestation-free  value chains through 4P
platforms. Simultaneously, enhancing access to
finance and establishing essential support
infrastructure for deforestation-free value chains
and forest restoration will be prioritized. These
measures aim to incentivize increased participation
of farmers, forest-dependent communities, and
SMEs in alternative agroforestry practices, fostering
deforestation-free value chain practices and
promoting forest conservation through MCCFM
that harness alternative income generation
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the 4Ps, while being guided by well-defined activities, e.g., ecotourism, value added processing
strategic directions. However, at present, of NWFPs, and apiculture.
Lam Dong is the only province that has
developed a provincial REDD+ action plan,
and there is a notable lack of robust
institutional and stakeholder coordination at
the provincial, district, and commune levels.

Replicability | Limited adoption of market-based By designing and operationalizing deforestation-free | Building upon the provincial Sustainable Economic
agroforestry and MCCFM models, | Medium | value chains through 4P platforms, and | Development Plans (SEDPSs) that have integrated
coupled with insufficient financial and simultaneously improving access to finance and | the National REDD+ Action Plan (NRAP) to
market access support, hindering the markets, as well as ensuring favorable policy and | implement jurisdictional REDD+, the project will be
replication of technical sound practices: institutional enabling conditions, solid incentives and | dedicated to the development of viable
At the provincial level, the implementation justifications are created for farmers and forest- | deforestation-free value chains through multi-
efforts of NRAP lack economically and dependent communities, including the poor, ethnic | stakeholder platforms (4Ps). This comprehensive
socially viable agroforestry and MCCFM minorities, and women, to adopt sustainable | approach includes targeted actions to increase
models that effectively engage all relevant agricultural production and alternative livelihood | access to finance and markets, as well as the
stakeholders, including the private sector, to practices. These efforts not only lead to reduced | implementation of community forest management
promote widespread replication. To facilitate emissions from the AFOLU sector and increased | (CFM)-based alternative income generation
the transition, especially for smallholder forest health and quality but also enable the | models to enable market-based transition, which
farmers and ethnic minorities, it is essential replication of successful models. can be self-sustained. As part of this effort, the
to establish strong economic justifications project will establish performance-based payment
that make the adoption of these models for ecosystem services (PES) mechanisms and
more accessible. This entails providing improve the availability of financial products.
dedicated financial and market access ) o o
support to encourage broader participation Moreqver, the project will give priority to”the
and replication of these practices. festabllshment 'and. enhancement  of crltlpal

infrastructure, including value-added processing
facilities, water and time-saving technologies,
ecotourism facilities, and tree nurseries. These
initiatives are essential for successfully replicating
sustainable agroforestry practices and forest
restoration efforts.

Sustainability | Current policy and institutional The project generates paradigm-shifting impacts on | By implementing an improved enabling policy and
environment, along with inadequate | Medium | Viet Nam's emissions reduction targets and fosters | institutional framework, and bolstering stakeholder

stakeholder coordination mechanisms,
presenting significant challenges in
establishing sustained change: Despite

the sustainable development of forest-dependent
communities. These outcomes are realized and
maintained through the implementation of improved

coordination through 4P platforms, the project
improves land use planning and land tenure. The
approach provides a robust foundation for
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the firm commitments of national and local establishing viable deforestation-free value chains

to REDD+ and climate

governments
mitigation, persistent land use disputes,
particularly in upland agricultural areas,
insecure land tenure, and limited market and
financial access, especially for smallholders
and  forest-dependent  communities,
including ethnic minorities and women,
remain significant causes of deforestation
and forest degradation in the regions.

frameworks for coordination, enhanced technical
capacity, and increased financial resources. By
leveraging the 4P platform-driven approach, the
project successfully develops deforestation-free
value chains and promotes MCCFM to contribute to
transformative changes.

and alternative income generation sources through
MCCFM . The resulting transformational change
will harness various market and financial tools,
such as certification schemes, payment PES and
REDD+ RBPs to sustain itself. These mechanisms
provide the necessary economic incentives to drive
and sustain long-term impacts.

E.3. GCF Outcome level: Reduced emissions and increased

resilience (IRMF core indicators 1-4, quantitative indicators)

GCF Result IRMF V'Z'ﬁ:gzt?;n Baselin Ve Assumpti
Area Indicator (MoV) e Mid-term Final4! ons / Note
Note:42
MRA4 Forestry —
Core 1: GHG emissions
and land use , REDD+ NFMS, 0 0 MICO2-e 6.68 MtCO2-¢
reduced, avoided o | provincial MISs q : q
removed/sequestered
70,000 hectares of forestland | Total of 145,000 hectares of | Note:43
) adjacent to  cropland  and | forestland adjacent to cropland and
MRA4 Forestry Core 4: Hectt)ares htOf natlijral settlements are transformed into | settlements are transformed into
and land use resources rou.q. UNger | REDD+ NFMS, 0 economically viable agroforestry | economically viable agroforestry
improved low-emission_and/or | ,ryincial MISs systems based on perennial crops | systems based on perennial crops
climate-resilient _management and MCCFM models (44,000 | and MCCFM models (90,000
practice hectares under agroforestry system, | hectares under agroforestry system,
26,000 under MCCFM) 55,000 under MCCFM )

41 The final target means the target at the end of project/programme implementation period. However, for core indicator 1 (GHG emission reduction), please also provide the
target value at the end of the total lifespan period which is defined as the maximum number of years over which the impacts of the investment are expected to be effective.

42 This is factoring in the lag time between planting trees and carbon sequestration due to factors like tree establishment, limited photosynthetic capacity in young trees, biomass
accumulation, environmental influences, and species/site selection. The project will remove 6.68 MtCO2-eq emissions within a span of 12 years, which equates to a removal
of 557,028 MtCO2-eq annually, based on FAO's EX-Ante Carbon-balance Tool (EX-ACT) estimate using the 2006 IPCC Guidelines methodology (see Annex 22).. Assumption:
A decent survival rate and no extensive loss through forest fires, or pest and diseases.

43 The focus of this initiative is mainly on cropland and production forests, as well as protected areas and buffer zone forests where the MCCFM approach can benefit restoration
and protection efforts. More information can be found in Annex 22. The mid-term target area is determined by the slower implementation rate during the first half, which allows
for the establishment of operational arrangements for afforestation, reforestation, and carbon stock enhancement efforts. Assumptions: Firm commitment by local governments,
and relevant institutions to coordinate and support MCCFM efforts.Strong interest among forest dependent communities, CIGs, cooperatives and SMEs to participate.
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E.4. GCF Outcome level: Enabling environment (IRMF core indicators 5-8 as applicable)

Rating for
Core Indicator Basellng cc_)ntext eSS g scenario How the project will contribute Coverage
(description) state (description)
(baseline)
4 new Provincial REDD+ Action Plans Multiple sub-
Currently, only Lam Dong province has a (PRAPs) based on the NRAP_are develppgd national areas
provincial REDD+ action plan in place. gr&%;seamlzrs]zly Ingg?nraiﬁe:]nsti?,epm\;?g:{ The project will develop PRAPs aligned with Within @ country
Core Indicator 5: Degree However, there are several key management svstems pSimuItaneousI an the NRAP and SEDPs, establish 4P
to which : GOF challenges that need to be addressed. effecti?/e 4p goor dinétion mechanis)r/ﬁ is platforms for public-private partnerships for
investments _contribute These challenges include the lack of establisﬁe d to hamess collaborative efforts developing deforestation-free value chains,
0 strenathenin effective coordination between different for low-emission develooment. Indigenous | MPOWer forest-dependent communities
nstitutional g ang government departments and between communities  are ranfe q fdrest gtenure with forest tenure rights, enhance the
requlatory _frameworks 4Ps, inadequate recognition of land tenure | medium riahts. enablin ther% 10 activelv particinate capacity of forest protection authorities, and
fo?lowerxission climate- rights for indigenous peoples, insufficient ing I\/iCCFM ?:orest rotectiorzl guthorFi)ties implement a PES mechanism for carbon
resilient _development legal frameworks, technical capacity, and and extensidn serviceps are equinoed with sequestration. These efforts will improve
pathwavs in a country- financial instruments to handle conflicts robust tools to efficientlv ad dre(;s ?grestlan q AFOLU policies, promote cross-sector
. and encroachment related to forestland ) y ) coordination, reduce deforestation, and
driven manner " . conflicts, encroachments, and provide adept o ;
use. Additionally, there is a notable . mobilize funds for sustainable forest
technical support. Furthermore, a successful ) e
absence of results-based payment . ; . management and climate change mitigation.
mechanisms for carbon-related PFES implementation _of a PES mechanlsm
' ensures the operational sequestration of
carbon services.
Agricultural commodities serve as primary As a result of the project's efforts, the | The project aims to create deforestation-free | Multiple sub-
drivers of deforestation, and the farming agriculture sector undergoes a | value chains that prioritize carbon stock | national areas
systems and plantation forests are transformative  shift in its development | enhancement, and fair income for |within a country
Core indicator 7: Degree | predominantly characterized by targets. The sector moves beyond solely | smallholders and ethnic minorities. It
to which GCF | monocropping practices. Meanwhile, prioritizing volume and value targets and | collaborates with 4P platforms to adopt a
Investments contribute | major players in export markets, such as embraces long-term sustainability goals, | jurisdictional approach for deforestation-free
to market | Neuman, Nestle, and 3COM, increasingly | low which include forest conservation and | sourcing, forest monitoring, and reducing
development/transform | demand "deforestation-free" products. reduced emissions. Off-takers actively | post-harvest losses. The project also
ation at the sectoral, | However, due to disorganized and support deforestation-free sourcing | promotes sustainable timber production by

local, or national level

uncoordinated supply chains, these
market signals fail to reach farmers and
small processors. Additionally, farmers
and small and medium-sized enterprises

practices, encouraging farmers to adopt
sustainable agroforestry techniques that
maximize carbon  sequestration and
economic and adaptation co-benefits. This

shifting from monocropping to mixed timber
plantations and encouraging sustainable
bamboo management. It supports farmers,
cooperatives, and SMEs by empowering
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(SMEs) encounter challenges related to
limited access to credit for investment in
emission reduction initiatives.
Furthermore, there is a lack of technical
support and coordination among actors
within the value chain, hindering effective
collaboration.

leads to the engagement of communities in
alternative livelihood enterprises, while the
implementation of effective inclusive
investment planning and equitable resource
distribution  mechanisms  successfully
reduce emissions and improve livelihoods.

them through value-adding activities and
alternative livelihoods such as beekeeping
and ecotourism. Investments are also made
in traceability, certification, branding, and
sustainability-driven markets to benefit
farmers and forest-dependent communities
within deforestation-free value chains and
MCCFM initiatives.

Core indicator 8: Degree
to which GCF
investments _ contribute
to_effective knowledge
generation and learning
processes, and use of
good practices,
methodologies and
standards

These challenges encompass weak
linkages between the NFMS and on-the-
ground monitoring systems, including an
early warning system required for effective
forest management and carbon services
payments, as well as the lack of a registry
to manage and coordinate REDD+ results
and RPBs pertaining to the NDC. There is
also a notable knowledge gap among
extension staff, farmers, and financial
service providers concerning
deforestation-free value chains,
alternative livelihood development, and
investment  opportunities, including
MCCFM models incorporating traditional
knowledge and alternative income
generation.

medium

Public institutions, extension providers,
smallholders, forest-dependent
communities, private sector value chain
actors, and financial service providers are
equipped with the necessary tools and
resources to enhance their knowledge and
skills. This is achieved by utilizing the best
available scientific knowledge, incorporating
best practices, and drawing insights from
relevant activities and experiences. The
project actively contributes to knowledge
management and sharing by making its
lessons learned and best practices readily
accessible to other stakeholders throughout
the country.

The project collaborates with FIPI to
upgrade the NFMS in line with the
requirements of REDD+ RBPs and the
registry mechanism, meeting the GCF,
FCPF, and LEAF coalition requirements.
The transparency and accessibility of NFMS
and linkages to provincial MISs will be
enhanced through this process to improve
monitoring efforts. Provincial forest and
climate information hubs will be established
to gather and disseminate project-generated
data and materials, promoting knowledge
sharing on climate change, REDD+,
deforestation-free value chains, NWFPs,
agroforestry, PFES/PES, and MCCFM.
Replication guidelines and packages will
facilitate wider adoption, complemented by
clear language articles, YouTube videos,
and a dedicated hotline for public inquiries.

Multiple sub-
national areas

within a country
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E.5. Project/programme specific indicators (project outcomes and outputs)

Project results
(outcomes/ outputs)

Assumptions/Note

Outcome 1: Viet Nam’s
REDD+ design pillars are
fully upgraded and
integrated into provincial
policies and institutional
frameworks with improved
4Ps to operationalize REDD+

Government continues to show its high
commitment to international conventions and
strategies in REDD+ implementation.
Provincial authorities committed to provincial
and regional participatory integrated market-
led socio-economic development planning
and RAP.

Output 1.1 National REDD+
policies and mechanism
upgraded and updated to
meet RBP requirements

Project/programme specific Means of Baseline Target
Indicator Verification (MoV) Mid-term Final
# of updated existing or new laws, Project MIS, PRAP, 0 2 5 (one per province)
regulations, policies or strategies on | SEDP
mainstreaming REDD+ Action
planning into Socioeconomic
development planning (SEDP)
proposed to policy makers for
approval, ratification or amendment
The REDD+ monitoring and Project MIS, 0 Updated and Upgraded and
information system efficiently and MRV system operational REDD+ operational REDD+
effectively generates the required monitoring and monitoring and
reports for results-based payment information system information system
from different sources of RBP,
including LEAF, GCF, FCPF and
potentially others.
Upgraded NFMS operational with | Upgrade  completion | Not fully meeting | One updated NFMS | One fully upgraded
linkages between the monitoring of | reports, operational | requirements of | that meet the | NFMS with further
NRAP, NFMS, MRV and registry | manuals, registry | international requirements of the | improvements  in
system reports, project MIS. forest financing | Warsaw Framework | functionality against
Evaluation and impact | mechanisms, for REDD+, the | mid-term.
assessment; and weak | enhanced
-MRV system (national) | linkages  and | transparency
-Stakeholder dialogue | application to on- | framework under the
and/or workshop reports | the-ground Paris Agreement, and
implementation. | the RBP  sources
identified to monitor
REDD+  investment
effectiveness and

access and coordinate
RBPs from different
sources in line with the
NDC.

Government continues to show its high
commitment to international conventions and
strategies in REDD+ implementation. DOF
has sufficient institutional capacity to
adequately manage and maintain the NFMS.

At mid-term, the NFMS will be updated whilst
at end term, the SIS is expected to be
upgraded.

An update would constitute an assessment of
the current parameters and indicators used in
the SIS to ensure they reflect the latest
REDD+ developments and requirements. The
system will be updated to reflect any changes
with national and international frameworks and
ensure that it is aligned with national forest
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programs and  relevant  international
conventions and agreements. The update will
be determined by a transparent & effective
engagement with stakeholders (including
indigenous peoples & local communities to
gather their input & ensure their rights and
knowledge are respected). The updated SIS
willinclude a schedule for regular updates and
maintenance of the SIS to ensure it remains
current and functional. Updating the SIS also
involves setting up of a robust quality
assurance mechanism to validate the data and
information collected.

The upgrade of the system is informed by the
updating process and involves incorporating
new data collection methods, such as remote
sensing and GIS technologies, to improve the
accuracy and comprehensiveness of the
information. Moreover, the user interface of
the SIS will be enhanced to make it more user-
friendly and accessible to a wider range of
stakeholders. Finally, the upgrade will also
involve linking the SIS with other national and
international ~ environmental ~ monitoring
systems to provide a more holistic view of
forest management and conservation efforts.
This will facilitate data sharing and
interoperability between different systems.

REDD+  Safeguard  Information | Upgrade  completion | SIS is outdated | One updated SIS that | One fully upgraded | Government continues to show its high
System operational and RBP sources | reports, SIS, summary | and needing | meets the | SIS with further | commitment to international conventions and
identified. of information reports to | upgrades. requirements of the | improvements  in | strategies in REDD+ implementation.
UNFCCC, project MIS. Warsaw  Framework | functionality against | Provincial authorities are committed to
MRV system, for REDD+ mid-term. implement SIS.
stakeholder  dialogue
and/or workshop reports
# of international and domestic | NRAP investment plan, | 0 At least 2 potential | At least 1 | Government completes the regulatory
investments  leveraged, including | registry reports, investment  sources | investment framework for private sector involvement in
RBPs, identified based on the NRAP | investment agreements, (international  and/or | agreement reached | REDD+. RBPs opportunities are available.

Investment Plan.

project MIS

domestic) identified

Provincial authorities maintain ARD and
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forestry development as priority sector for
Provincial investment.
Output 1.2 Provincial | # of PRAPs prepared and integrated | PRAPs, Forestry plans | 1 (Lam Donghas | 4 PRAPs 5 PRAPs, including | Provincial governments committed to PRAP
policies, legal and |into provincial SEDPs and forestry | and SEDPs, project | its PRAPS) updated PRAP for | and SEDP.
institutional ~ frameworks, |plans that ensure alignment with | MIS. Lam Dong, 5 SEDPs
and stakeholder | Warsaw Framework for REDD+, Paris and forestry plans
coordination mechanisms | Agreement, and national with integrating
integrated with NRAP. policies/strategies (including PRAPs.
Vietnam's NDC and NRAP)
# functioning provincial 4P platforms | 4P  platform  TORs, | 0 5 (at least one per | 5 (at least one per | Provincial authorities committed to provincial
established. meeting minutes, province) province) and regional participatory integrated market-
Project MIS led socio-economic development planning
and RAP. Provincial authorities maintain ARD
and forestry development as priority sector for
Provincial investment. Private investors are
interested in  investing in  business
opportunities in smallholder agriculture.
Outcome 2: Emissions |# of hectares of natural resources | REDD+ NFMS, | 0 70,000 hectares 145,000 hectares Policies on CFM and PFES are strongly
reductions from AFOLU are | brought under improved low-emission | provincial MISs enforced at all levels. Provincial Governments
generated through 4Ps’ | and/or climate-resilient management are committed to implement CFM and PFES.
deforestation-free value | practice Communities and households are interested in
chains and performance- |# of farmers adopting climate-resilient | Project MIS, outcome | 0 30,000 households 70,000 households | CFM and PFES. Local enterprises are able to
based finance practices/technologies as part of | surveys, thematic finance their part of the investment facility.
deforestation-free ~ value  chain | studies and impact Co-financed beneficiaries capable of providing
development and CFM promotion assessment their contribution.
# of households able to access new | Loan agreements/ | 0 10,000 40,000
financial products contracts, project MIS
Output 2.1 Deforestation |# of district and commune-level 4P | 4P  platform TORs, | 0 21 (at least one per | 42 (at least two per | Provincial authorities committed to provincial
free value chains developed | platforms implementing VC action | meeting minutes, action district) district) and regional participatory integrated market-
by 4Ps and increased |plans plan progress reports, led socio-economic development planning
access to finance Project MIS and RAP. Provincial authorities maintain ARD
and forestry development as priority sector for
Provincial investment. Private investors are
interested in  investing in  business
opportunities in smallholder agriculture.
# of deforestation-free value chains | Contract/Purchase 0 5 potential | 3 deforestation-free | Consumer demand for deforestation-free
and alternative niche products | agreements,  Project deforestation-free value chains and 7 | products continues. Private sector's and
identified and operationalized MIS value chains and 10 | alternative  niche | farmers' risk appetite remains high. Co-
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potential  alternative
niche
products/businesses

identified.

products/businesse
s fully
operationalized

financed beneficiaries capable of providing
their contribution.

The mid-term goal of identifying “5 potential
deforestation-free  value chains and 10
potential alternative niche
products/businesses,” will involve engaging
with local communities and stakeholders,
conducting market research and feasibility
studies. 5 value chains and 10 businesses are
an accurate estimation of the number that can
be identified in the time allocated and given
the country context.

Out of these 5 value chains and 10
businesses, only 3 value chains and 7
business can be supported to be fully
operationalized. This is because of the limited
time and resources to promote the adoption of
sustainable technologies, advocating for
supportive policies, and providing training and
capacity building. Regular monitoring and
evaluation will ensure progress and allow for
necessary adjustments, ultimately contributing
to sustainable development and
environmental conservation.

# of Financial Institutions (banks, MFls
and/or WDF) who have received TA or
support to develop new products or
services

5 (1 per province)

Adequate skills base amongst local service
providers. Local enterprises are able to
finance their part of the investment facility.
Co-financed beneficiaries capable of providing
their ~ contribution. ~ Valid  agricultural
innovations are available from research
institutions and private sector.

# of households able to access new
financial products

Loan agreements/
contracts, project MIS

10,000

40,000

Policies on CFM and PFES are strongly
enforced at all levels. Provincial Governments
are committed to implement CFM and PFES.
Communities and households are interested in
CFM and PFES. Local enterprises are able to
finance their part of the investment facility.
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Co-financed beneficiaries capable of providing
their contribution.
Output 2.2 Deforestation- | % of CIGs, cooperatives and SMEs | Infrastructure 30% 80% Out of the total 200 CIGs and 100
free value chains and forest | reporting improvement in MCCFM | installation completion SMEs/cooperatives with agroforestry
restoration infrastructure | through infrastructure investment report, pre- and post- infrastructure, and 100 CIGs and 50
upgraded and established intervention survey, SMEs/cooperative with alternative business
project MIS. development.

Value of infrastructure upgraded Infrastructure USD 30 million USD 51.4 million The value of infrastructure is including GCF
installation  completion investment, IFAD investment, provincial
report, pre- and post- governments and beneficiary contributions
intervention survey, (output 2.2)
project MIS.

Output 2.3 Collaborative |# of households belonging to | Legal agreements/ 2,000 households 5,000 households Policies on CFM and PFES are strongly
forest management | communities and forestiand owners | provincial decree, enforced at all levels. Provincial Governments
capacity enhanced through | accessing PFES mechanisms. project MIS are committed to implement CFM and PFES.
performance-based Communities and households are interested in
incentives # of hectares for which performance- | NFMS, registry, 5,000 hectares 40,000 hectares CFM and PFES.

based PFES provides incentives to | provincial MIS, project

conserve or restore forest. MIS

# of hectares of forestland under | NFMS, provincial MIS, 5,000 hectares 15,000 hectares

MCCFM project MIS

Project/programme co-benefit indicators
Project results Project/programme specific Means of Baseline Target Assumptions/Note
(outcomes/ outputs) Indicator Verification (MoV)
Mid-term Final

Co-benefit 1: Increased |# of households reporting improved | Project MIS, outcome 30,000 households 70,000 households | Provincial authorities committed to recognize
economic benefits from | access to land or forest surveys, thematic and enforce planning of land use to avoid
improved land tenure, studies and impact forest encroachment.
inclusive investment assessment
planning and equitable | # of households reporting increase in | Project MIS, outcome 30,000 households 70,000 households | Socioeconomic conditions remain reasonably
resource distribution | their incomes surveys, thematic stable in the Project area. Extreme weather
(Economic) studies and impact and natural disasters are manageable. Market

assessment demand for the targeted value chains remains

stable or increases to ensure profitability of
smallholders' business models
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Co-benefit 2: Increased |# of farmers adopting climate-resilient | Project MIS, outcome |0 30,000 households 70,000 households | 70% adoption rate.
Resilience of forest | practices/technologies as part of | surveys, thematic Consumer demand for deforestation-free
dependent communities | deforestation-free  value chain | studies and impact products continues. Producer groups are
(Adaptation) development and CFM promotion. assessment interested in inclusive value chain, and willing
to invest in climate-resilient
practices/technologies. ~ Financial ~ service
providers remain interested to invest in project-
targeted value chains.
E.6. Project/programme activities and deliverables
Activities Description Sub-activities Deliverables
Activity 1.1.1  Upgrade | In collaboration with FIPI, this activity will | Sub-activity 1.1.1.1: Develop of a | 1.1.1.1: upgraded one NFMS with clear linkages between the monitoring of NRAP, NFMS, MRV
National Forestry | support DOF to upgrade the NFMS system to | monitoring system to report results | and registry system to effectively and strategically monitor REDD+ investment effectiveness and
Management System | reach the requirements of the different | of emissions reductions and | coordinate RBPs from different sources in relation to Viet Nam's NDC.
(NFMS) and Safeguard | providers of REDD+ RBPs, including through | removals.

information System (SIS)

the GCF and LEAF Coalition which uses the
ART/TREES standard. This would allow Viet
Nam to access new options for RBPs, including
from the private sector.

Sub-activity 1.1.1.2: Implement the
REDD+ Safeguards Information
System (SIS).

1.1.2 A manual for provinces (1) on implementing updated SIS approach and SIS reporting; 5
RECAF provinces supported with their SIS reports through training workshops.

Sub-activity 1.1.1.3. Promote inter-
provincial  coordination  and
knowledge management.

1.1.1.3: Interprovincial exchange workshops with 4P platforms (x6); regional landscape
coordination workshops with participants from similar agro-ecological zones and/or from the
same watershed (x6).

A REDD+ communication strategy; monthly local media engagement; # public events; 1 project
website; 1 national information hub, including website, providing information on climate change,
REDD+, agroforestry, deforestation-free value chains, PFES and MCCFM.

Activity 1.1.2  Mobilize
resources for NRAP
implementation and
inclusive investment
planning and equitable

The activity will support DOF to develop a
national  investment plan for NRAP
implementation. It will also support the
Government of Viet Nam to develop its legal
and institutional arrangements for the
implementation of the Article 6 of the Paris

Sub-activity 1.1.2.1: Prepare a
NRAP Investment plan.

1.1.2.1 National investment plan for NRAP implementation (1); options explored increase green
finance (via e.g., BIDV) for establishing a green credit portfolio with MFIs for CIGs, cooperatives,
and SMEs.

Sub-activity  1.1.2.2
capacity building for
mobilization.

Conduct
resource

1.1.2.2 Enhanced capacity of MARD to engage with Emergent for LEAF RBPs, and a fully
functioning REDD+ registry to centrally manage and coordinate REDD+ results and payments
through multiple sources. (
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resource distribution | Agreement, especially articles 6.2 and 6.4, | Sub-activity 1.1.2.3:  Conduct | 1.1.2.3 Three policy briefs on PFES and CFM; 3 national policy dialogues; 1 regulatory
mechanisms which will contribute to increase the financial | national multistakeholder policy | framework that enables PFDPs to channel REDD+ results-based payments to communities; 1
flows that the country could leverage from | dialogues on including carbon | set of guidelines on MCCFM.

national and international private and public
entities, to be re-invested in the implementation
of the NRAP and NDC.

sequestration services in PFES
mechanisms and to draft MCCFM
guidelines.

Activity 1.2.1 Mainstream
NRAP into  provincial
policies and legal
institutional frameworks

RECAF supports the development of provincial
green growth strategies and provincial REDD+
action plans (PRAP) and their integration in
SEDPs, and in the provincial sustainable
forestry development plans (PSFDP) and
programmes for ethnic minority and
mountainous areas. Through the 4P platforms,
the project will invite private sector entities and
farmer representatives to provide their inputs
and feedback on the PRAPs and SEDPs in the

Sub-activity 1.2.1.1: Strengthening
provincial leadership, political will
and commitment

1.2.1.1: 2 national workshops, 2 study tours, 5 studies to determine pledges

Sub-activity 1.2.1.2 Support the
development of provincial REDD+
action plans and their integration
into forestry and socio-economic
development plans

1.2.1.2: 3 green growth action plans; 1 climate change action plan; 5 PRAPs which are then
integrated into 5 SEDPs and into 5 ethnic minorities and mountainous areas programmes; 30
annual forestry planning meetings supported; 5 recommendations for forestry investment plans

Sub-activity 1.2.1.3: Support a
provincial REDD+ monitoring and

1.2.1.3: 5 Provincial FREL/FRLs 2011-2020, 5 emission inventories, 16 district forest inventory
surveys, including biomass assessment, linking to the NFMS and NRAP/PRAP monitoring,

form of a policy brief and through participation | information system (MIS) and | directly supporting Viet Nam’'s NDC.
in policy dialogue and meetings in which these | participatory ~ forest  inventory
documents will be discussed. surveys

Activity 1.2.2 Improve cross-
sector coordination for
better forest management
and deforestation-free
economic development

The project will establish provincial, cross-
sectoral 4P platforms to provide inputs to and
feedback on the PRAPs and on the integration
of the REDD+ interventions in the SEDP and
forestry policies. The 4P platforms will be
financially supported to organize training of
their private sector members on REDD+,
PFES, VPA FLEGT(and possibly EUDR) and
the new Environmental Impact Assessment
requirements for investments. Knowledge
generation and sharing activities under activity
1.1.3 will also be undertaken by or at least with
the involvement of the 4P platforms.

Sub-activity 1.2.2.1: Facilitate 4P
platforms to provide inputs and
ensure effective implementation of
PRAPs

1.2.2.1: 5 provincial 4Ps are established and facilitated met 4 times a year; studies on options
for deforestation-free value chain management; compendium of bankable deforestation-free
business models and credit products; policy briefs on deforestation-free value chains
development & supportive rural finance; training of private sector on REDD+, PFES, VPA
FLEGT and EIA.

Sub-activity  1.2.2.2:  Facilitate
cross-sector  coordination  policy
dialogue and capacity building on
zoning, FLA, MCCFM and PFES.

1.2.2.2: Procedural guidelines on FPIC and FLA at the provincial level based on Activity 1.1.2;
10 forest management boards (MBs) trained on participatory ecotourism collaborate with
communities and private sector on ecotourism development; 5 conflict resolution mechanisms;
10 trainings of FPDs and MBs on addressing forestland use conflicts; 10 policy dialogues on
MCCFM and PFES; 10 training workshops on lessons from Output 2.3 with visits to pilots.

Activity 1.2.3 Enhance 4Ps
for deforestation-free
economic development

This activity consists of a series of actions to
generate and share knowledge among
stakeholders directly involved in project
activities and beyond. The 4P platforms will be

Sub-activity 1.2.3.1:  Generate

baseline knowledge.

1.2.3.1: 5 studies mitigation of trade-offs between forest conservation and rural economic
development; 5 soil surveys in project districts; 5 Assessments on current status of forest
management practices to inform commune selection for MCCFM; 5 studies on fair PFES
payment rates.
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requested to plan or provide inputs to the | Sub-activity 1.2.3.2 Identify socially | 1.2.3.2: 5 surveys to characterize good local agroforestry practices; 32 participatory research
planning of all these activities, they will be | and economically viable and dense | sites; 5 reports of results and guidelines; # of study visits of 4P and MCCFM participants to
involved in their monitoring, they will review | agroforestry systems adapted to | research sites; 40 nurseries trained to produce quality seedlings for agroforestry and 1 billion
resulting reports and they will be responsible of | agro-ecological zones. tree campaign.
the d|ssem|nat|op of ; results among - their Sub-activity 1.2.3.3 Share | 1.2.3.3 Monthly local media engagement; # public events; 5 information hubs at FPDs.
stakeholder constituencies. . )
knowledge  with the  wider
population and advocacy.
Activity 211  Develop | Sub-sector or value chain specific 4P platforms | Sub-activity — 2.1.1.1  Develop | 2.1.1.1. 32 district 4P platforms have developed and implemented value chain action plans and
deforestation-free at district level will develop and implement | deforestation-free commodity | productive alliances; 32 digital platforms for mapping, supply chain management, deforestation

commodity supply chains
through 4P platforms

value chain action plans with the objective to
make these value chains deforestation-free,
enhance carbon stocks and to adapt to climate
change, while ensuring a fair and stable income
for participating smallholder farmers.

supply chains (perennial crops,
acacia-based, bamboo).

alert & traceability systems; investments in 180,000 ha of monocrops and bare land to establish
enriched agroforestry systems; 80,000 ha under improved bamboo management plans.

Sub-activity 2.1.1.2 Develop value
chains for deforestation-free niche

products  (honey, mushrooms,
medicinal plants, herbs, other
NWFPs).

2.1.1.2 In-depth studies on options (market potential, impact on forest, pro-poor potential);
establishment of commune level 4P platforms; bankable business plans & financial feasibility
studies; product promotion activities. As a result, 3 deforestation-free value chains and 7
alternative niche products/businesses fully operationalized.

Activity 2.1.2 Develop the
capacity of farmers, CIGs,
cooperatives and SMEs for
deforestation-free value
chains and alternative
livelihood development

Based on the value chain action plans
developed by the 4P platforms, these entities
will develop a capacity building programme for
farmers, common interest groups (CIGs),
cooperatives and SMEs.

Sub-activity 2.1.2.1 Establish CIGs.

2.1.2.1 ToT for 32 CIG facilitators/trainers; around 480 CIGs (+- 30 farmers/CIG) established
linked to commodity 4P platforms and 400 CIGs for niche product development; CIG leadership
trained on group management, business planning; and traceability & certification systems.

Sub-activity 2.1.2.2 Train farmers,
CIGs, cooperatives and SMEs on
deforestation-free product
development, group governance
and financial access.

2.1.2.2: 97,000 farmers are trained on use of climate and pest information; on agroforestry and
other low emission agricultural practices; on sustainable NWFP management; on post-harvest
handling.15,000 farmers trained on financial literacy. 400 CIGs and 200 small and medium
(cooperative) enterprises developing niche products trained on record keeping, financial
management and financial feasibility analysis of business plans; 5000 farmers. 100 CIGs and
60 coops/SMEs submit loan applications to MFls or banks.

Activity 2.1.3.  Support
financial  providers to
develop and promote
financial  products for

This activity will integrate climate change
mitigation concerns into rural finance.
Investments in climate change mitigation, such
as agroforestry systems, typically have positive
returns in the long-term yet and there is a lack

Sub-activity 2.1.3.1  Strengthen
WDFs and CDFs to manage funds
and develop products that support
investments in deforestation-free
value chains.

2.1.3.1: 5 provincial funds (3 WDFs and 2 CDFs) have improved procedures through training on
agroforestry and niche product business models, risk management and loan appraisal skills; 2
CDFs have increased capacity to access further sources of capital; 5 knowledge sharing events
with WDFs on how to increase capital.
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deforestation-free value | of suitable credit products. The project will work | Sub-activity 2.1.3.3 Provide access | 2.1.3.2: Feasibility study on line of credit/finance facility and regulatory context for the WDFs.
chain development with WDFs and CDFs and other financial | to capital for WDFs and CDFs to
service providers to develop knowledge about | more rapidly scale credit activities.
products  for thesel investments e,md he_lp Sub-activity 2.1.3.3 Build capacity | 2.1.3.3: Supported banks set up at least 21 loan groups in collaboration with FU and WU acting
address current barriers and farmers’ capacity of commercial banks to develop | as agent; trained and reporting on VC finance; 10 VC finance products/partnerships between
to access loans. products,  partnerships  and | banks and companies participating in 4P platforms; MoUs with 3 banks to test innovations that
application of fintech that support | grow access to finance, including, but not limited to, fintech, cash-flow based financing and
investments in deforestation free | agricultural credit cards.
value chains and advance project
objectives.
Activity 221  Develop | These investments will be demand driven and | Sub-activity 2.2.1.1:  Promote | 2.2.1.1: A minimum of 200 CIGs and 100 small and medium-sized (cooperative) enterprises
infrastructure for | prioritization and selection will take place | sustainable agroforestry through | provided with agroforestry micro infrastructure development support.
deforestation free value | through the district and commune socio- | small-scale and micro
chains economic development planning process and | infrastructure investments,

the participatory 4P value chain action
planning. Investments will need to meet social,
environmental, technical and economic
eligibility criteria. However, it is crucial that
these investments adhere to a set of eligibility
criteria, particularly pertaining to deforestation-
free practices, and minimizing social and
environmental impacts.

including the development of micro
irrigation systems and organic
fertilizer production facilities.

Sub-activity 2.2.1.2: Enhance the
post-harvest facilities of selected

value chains by incorporating
value-added processing
techniques.

2.2.1.2: A minimum of 100 Community Interest Groups (CIGs) and 50 small and medium-sized
(cooperative) enterprises provided with value-added processing and alternative business
infrastructure development support.

Activity 2.2.2 Establish and
upgrade forest restoration
infrastructure

These investments will be demand driven and
prioritization and selection will take place
through the district and commune socio-
economic development planning process and
the participatory 4P value chain action
planning. However, it is crucial that these
investments adhere to a set of eligibility criteria,
particularly pertaining to their contribution to
forest restoration, carbon stock enhancement,
and minimizing social and environmental
impacts.

Sub-activity 2.2.2.1  Strengthen
Forest monitoring and protection
infrastructure by  implementing
comprehensive upgrades

2.2.2.1 A minimum of 100 village-level MCCFM groups provided with support to upgrade or
establish forest monitoring and protection infrastructure.

Sub-activity 2.2.2.2 Establish public
nurseries dedicated to tree species
cultivation,  creating  essential
infrastructure for reforestation and
afforestation initiatives.

2.2.2.2: A minimum of eight nurseries established.

Activity 2.3.1 Develop a
results-based payments for
ecosystem services (PES)
mechanism for

The project will pilot an innovative PES
mechanism that complements current systems.
The mechanism will have the possibility to go
beyond forest areas and also cover ecosystem

Sub-activity  2.3.1.1  Support
PFPDFs to design and implement a
mechanism for performance-based
payments for carbon sequestration
services.

2.3.1.1: 5 Innovative PES funds (IPFs) established under PFPDFs; 15 payment schemes
developed and operational for a total of 40,000 ha benefitting 25,000 households.
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collaborative forest | services provided non-forest areas (hence PES | Sub-activity 2.3.1.2 Build the | 2.3.1.2: 2500 PFPDF participants trained to implement new PES mechanism and to become
management and not PFES). capacity of PFPDFs. PFES intermediaries; 5 PFPDFs become public service agencies with financial autonomy; MRV

guidelines developed under Output 1.1 localized and implemented.

Activity 2.3.2  Support | Participatory land-use planning and mapping | Sub-activity 2.3.2.1 Facilitate a | 2.3.2.1: Completion reports on participatory land use planning and mapping with obtained FPIC
MCCFM. will be conducted in each community. This will | participatory land use planning and | as necessary, in all communities with project activities (at least 150); Selection of communities

identify forest areas for protection, degraded
forest for regeneration and sustainable
harvesting of NWFPs and deforested areas.
For the selected communities for MCCFM, a
FLA to communities or adjustment of previous
FLA will be supported following guidelines
developed under Activities 1.1.2 and 1.2.2, so
that the legal ownership or user right status
matches the forestand  management
responsibility of the community.

mapping process.

for FLA and MCCFM; at least 75 forest restoration agreements signed between forest MBs and
communities (where MCCFM is not feasible).

Sub-activity 2.3.2.2 Develop fully-
devolved MCCFM pilots.

2.3.2.2 Forestland Allocation conducted or adjusted in 150 villages, covering total 45,000 ha;
150 village-level MCCFM groups 44 established or strengthened and 150 management plans;
2400 ha of bare or severely degraded forestland planted with dense agroforestry systems.

Sub-activity  2.3.2.3  Capacity
development  of  village-level
MCCFM group members.

2.3.2.3: 5 capacity development programmes designed based on needs assessment; 50 out of
100 participants of ToT provide training to 10,000 community members; farmer-to-farmer
learning network established.

Sub-activity 2.3.2.4 Strengthen the
MCCFM support system

2.3.2.4 5 capacity development programmes designed based on needs assessment; 50 out of
100 participants of ToT provide training to colleagues of FPDs, DARD, FMBs, SFEs and NGOs
to better support communities; 75 forest management boards are trained/coached to support
devolvement process of tenure and management responsibilities to communities, to monitor
forest restoration agreements with communities and/or implement co-management
arrangements.

4 MCCFM groups can be the same group as CIGs under output 2.1, or CIGs for specific value chains can be subgroups of MCCFM groups.
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E.7. Monitoring, reporting and evaluation arrangements (max. 500 words, approximately 1 page)

147.To achieve the expected mitigation impact with adaptation co-benefits, a project M&E will be systematically
developed and implemented. At the start of RECAF, during the detailed inception planning phase, an Evaluation
Reference Group (ERG) will be established, consisting of key stakeholder representatives and small pool of local
experts, to advise on the practicality, rigor, and credibility of the M&E system setup and its tracking and assessment
of expected results.

148.Expected mitigation will be mainly the promotion and changes of land use to agroforestry and regeneration or
restoration of degraded forest. RECAF will develop a monitoring system to report results on emission reduction
and removals from such changes, based on the system being developed for REDD+ and the pilot already developed
with Terra-1 model in Lam Dong Province, and other standard tools. The project will establish and operationalize an
effective NRAP monitoring system that incorporates social and environmental indicators to track the implementation
and impact of REDD+ interventions. Comprehensive national forestland use and forest remote sensing and
databases, and trends scaled down to local level, were used to establish baseline. These and other GIS data and
layers will continue to be used throughout the project for M&E across Outcomes and Outputs, also linked to the
project management information system (MIS, more below). The EX-ACT tool will be used, as was done at the
design stage, assessing the expected mitigation impact, and with regularly updated remote sensing databases and
localized data from provinces, the changes will be regularly reviewed and reported annually for the Annual Progress
Report (APR); for IFAD project stakeholders and GCF purposes. While EX-ACT is considered among standard
tools for mitigation assessment in AFOLU, regularly used by IFAD and World Bank, refined tools, such as being
developed by FAO Nationally Determined Contribution Expert Tool (NEXT), will be brought in as necessary.

149.The project will employ surveys to measure adaptation and economic co-benefits. These surveys will assess the
adoption rates of climate resilient agriculture and agroforestry practices, as well as the vulnerability and resilience
of sampled households in target areas. A comparison will be made with control households, and participatory
appraisal will complement the assessments. Standard resilience measurement tools like FAO’s Resilience Index
Measurement and Analysis (RIMA)#> and Building Resilience and Adaptation to Climate Extremes and Disasters
(BRACED)*¢ will be utilized for developing assessment methods. Household activities, including access to new
technologies, will be measured through regular data reporting and uploading to the Project Management Information
System (MIS). Mobile data gathering tools like KOBO or Collect mobile will be utilized, and local technical officers
and community representatives will receive training for data collection. The project will also incorporate structured
thematic assessments and process monitoring, guided by the Expert Review Group (ERG) and PMU. These
assessments will measure policy and institutional changes, paradigm shifts, deforestation-free value chain
development, tenure, social changes, inclusion, and other relevant factors. As operational indicators are refined,
they will be incorporated into the monitoring and evaluation (M&E) parameters.

150.M&E more broadly will follow and enhance existing systems established by previous IFAD-funded projects in the
region including the 3EM (Dak Nong) and TNSP (Gia Lai and Ninh Thuan). The recent completed IFAD/SKD-led
impact assessment (AMD)#7 has further strengthened local capacities in terms of baseline surveys and indicators.
IFAD Core Indicator System (COIS) forms the backbone of the M&E system and additional indicators will be added
on as required. The project’'s M&E system will be designed to track and verify the levels of achievement of project
outputs, the associated outcomes, and the success in achieving the project objective and its development goal.
Indicators are disaggregated per gender, age, ethnic groups and other relevant target categories.

151.Monitoring will focus on activities/inputs, outputs, outcomes, performance and risks while evaluation will assess the
relevance, efficiency, effectiveness and impact on poverty reduction, business growth and environment,
empowerment and partnership, sustainability, replicability, lessons learned, and knowledge up-take, all within the
context of the requirements for successful climate adaptation and mitigation. Outputs, outcomes, and impact
indicators are all causally connected as set out in the Logical Framework. As per established practice under 3EM
and TNSP, the project’'s M&E system will be participatory, involving the supported communes in data collection and
management.

152.Monitoring will be an integral part of the project coordination roles, held by IFAD as IAE and by the EEs, including
MARD and the provinces. All key staff will be involved in strengthening project progress and performance monitoring
in their particular areas of responsibility, and trained accordingly. This will build on any capacity building done with

4 https://www.fao.org/agrifood-economics/areas-of-work/rima/en/
46 http://www.braced.org
47 https://www.ifad.org/en/web/operations/-/project/1100001664
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for example DARD in the provinces, by other IFAD projects and the GCF UNDP project. A large part of the
monitoring data will be collected and communicated by the participating districts and communes.

153.The M&E system will have an embedded project MIS integrating project management, financial management,
procurement and physical progress, and thus, it allows reporting in real time. The MIS will be the platform for all co-
implementing agencies to provide and review progress data for planning, reporting and adjustments of the
implementation plans. Robust project data will feed knowledge management and policy dialogue. The dedicated
project MIS, interoperable and where relevant, directly integrated with government information management
systems, will be developed and operated for rigorous and one-point source of data analysis and standard reporting,
tracking key activities and outputs, and core relevant outcomes. Mainstreaming key elements of the M&E system
for national and local operation beyond the project will be a major system principle. The monitoring will provide
quarterly, semi-annual and annual feedback on the extent to which the project is achieving its outputs, implementing
the activities, identifying potential problems at an early stage and proposing possible solutions. The accessibility of
the project to all sectors of the target population, as well as the technical and financial efficiency will be monitored
and possible improvements suggested.

154.Project evaluation, with focus on mitigation results and co-benefits, scalability, replicability and sustainability, will
be initiated and managed by the Strategic Management Section under the PMU, guided by the ERG, in two major
forms (i) impact evaluation and (ii) thematic evaluation. At the same time, the full reviews at mid-term and at the
conclusion of the project will be conducted by independent evaluators commissioned by and external to IFAD and
the Government. These official reviews are the Mid-Term Evaluation (MTE) and Independent Final Evaluation (IFE).




GREEN CLIMATE FUND FUNDING PROPOSAL V.3.0 | PAGE 61

GREEN
CLIMATE
FUND

F. RISK ASSESSMENT AND MANAGEMENT

F.1. Risk factors and mitigations measures (max. 3 pages)

155.The risk of external shocks to the policy environment, such as the COVID-19 pandemic and increasing world
commodity prices resulting from the Ukraine conflict, poses significant challenges. This risk is particularly relevant
for RECAF, given its focus on deforestation-free value chains targeting international markets. Viet Nam's relatively
open economy, with a high proportion of income derived from export revenue, amplifies the vulnerability to these
external shocks. Additionally, elevated agricultural commodity prices would increase the opportunity costs of not
converting forests into cropland. Mitigating this risk depends on sound macroeconomic policies at the national level,
including maintaining market-determined exchange rates. At the project and enterprise levels, emphasis should be
placed on conducting thorough financial analyses of project investments, prioritizing quality, high productivity, and
low cost per unit of output value in deforestation-free production options.

156.The success of the project in improving livelihoods relies on establishing favorable conditions and incentives
through socio-economic factors and supportive business regulations. Despite overall economic growth and poverty
reduction in the five targeted provinces, smallholder farmers, ethnic minorities, and women still face persistent
challenges in accessing essential resources like information, technology, finance, and secure land tenure rights.
Consequently, they lag behind the general progress trend. Moreover, the current economic growth is not sustainable
and lacks low-emission practices. The project's primary objective is to facilitate a viable transition toward
deforestation-free value chains, with a specific focus on empowering smallholders, ethnic minorities, and women in
forestland-dependent communities. This will be achieved by strategically investing in agroforestry and MCCFM,
promoting income diversification through specialty product development, improving access to finance for
deforestation-free value chains, and strengthening MCCFM infrastructure. It is crucial to acknowledge that climate
change poses a significant socio-economic risk, necessitating its seamless integration into the project's activities.

157.Simultaneously, RECAF will employ approaches and processes that foster the long-term sustainability and growth
of 4P platforms. The project's action plans will ensure stakeholder coordination and collaboration mechanisms
remain relevant beyond the project's lifespan, and active stakeholder engagement continues. There is a risk that
the project may struggle to design credit products that attract sufficient investment from banks. These financial
products need to be tailored to the specific needs of individual farmers and enterprises while still appealing to a
significant number of them. Achieving scale is crucial because fixed costs associated with financial institutions
require a certain level of profitability. To mitigate this risk, the project will employ qualified rural finance experts and
collaborate closely with banks to design products that align with their interests. Furthermore, project activities should
drive demand for these products and reduce risk through capacity building and facilitating value chain linkages.

158.Human resources are essential for the successful implementation of RECAF. At the outcome/output levels, a risk
arises from the limited availability of skilled and efficient contractors and service providers, particularly concerning
REDD+ related activities. Rigorous screening and investigation of potential contractors before engagement can
adequately address this risk. The experience gained by IFAD in Viet Nam and the project provinces (Gia Lai, Dac
Nong, and Ninh Thuan) remains invaluable in this regard. For technical areas in which the executing entities lack
expertise, engaging specialized service providers should be considered. IFAD's Country Team is currently
identifying potential external technical assistance, which will be financed under the GCF-supported
outcomes/outputs and the PMC (limited to up to 5,5% of total costs).

159.RECAF is scheduled for review by the IFAD Executive Board (EB) in September 2024, and is targeting the GCF
Board of October 2024. If, for any reason, the project is not approved at the planned GCF Board meeting but
receives approval at a subsequent Board meeting, the following mitigation measures will be implemented. The post-
approval processes will be initiated promptly once the IFAD EB approves the project. This includes drafting the
Funded Activity Agreement between IFAD and GCF and preparing the Financing Agreement between IFAD and
the Government, ensuring compliance with GCF requirements. By having all post-approval aspects prepared and
documents ready for signing, any potential delays in project implementation can be minimized. This ensures project
integrity and reduces the risk of startup or implementation delays. In addition, the costs to cover the initial PMU
establishment will be covered by the Government to allow no delays in project implementation start-up.

160.Identified risks and mitigating measures are thoroughly discussed in the IFAD’s Integrated Project Risk Framework
(IPRM), including financial management and procurement risk. See also section G.1. Environmental and social risk
assessment. Section G.3 discusses RECAF'’s financial management and procurement arrangements.

Selected Risk Factor 1 External shocks to the macro-economy and governance

Category Probability Impact




GREEN CLIMATE FUND FUNDING PROPOSAL V.3.0 | PAGE 62

GREEN

CLIMATE

FUND

Governance Medium Medium
Description

At the main objective/goal level there is a risk of external shocks to the macro-economy increasing world commaodity
prices as a consequence of the Ukraine and Palestine-Israel conflict. This risk of external shocks is always present in a
relative open economy such as that of Viet Nam, particularly with the high proportion of income being derived from
export revenue. These shocks could influence the Government's commitment to provide the resources for
implementation of the NTPs and climate change adaptation and mitigation policies and risk the transition to
deforestation-free value chains that target international markets.

Mitigation Measure(s)

At the national level, sound macro-economic policies, including smart governance are the main means of mitigating the
risk. At the project and enterprise level, this is the sound financial analysis of project investments, with emphasis on
quality and high productivity and low cost per unit of output value. Agreements on funding targets and modality are
included in the financing agreement on counterpart funding, including provincial levels.

Selected Risk Factor 2

Climate change impact

Category Probability Impact
Other Medium Medium
Description

The project area, and the project’s target beneficiaries in particular, are vulnerable to the impact of climate change
(see climate change analysis in Annex 2).

Mitigation Measure(s)

The project will facilitate an economically viable transition to deforestation-free value chains, with a specific focus on
forestland dependent communities, through investments in agroforestry and MCCFM, in income diversification through
specialty product development, in better access to finance for the necessary technologies and infrastructure.

Selected Risk Factor 3 Lack of interest from banks to invest in climate change mitigation and adaptation

Category Probability Impact
Technical and operational Medium Medium
Description

There is a risk that the project is not able to design credit products attractive enough for banks to invest their own capital
in the transition to deforestation-free value chains. These financial products must be specially tailored to the needs of
individual farmers and enterprises, yet be of interest to a significant number of them. This is necessary because financial
institutions’ costs are primarily fixed, and therefore require scale to be profitable.

Mitigation Measure(s)

Hire qualified rural finance experts and design the products in close collaboration with the banks. The project activities
will also drive demand for these products and de-risk them through capacity building and enabling value chain linkages.
The project results target in terms of on the number of hectares in which farmers will effectively invest have also been
estimated conservatively.

Selected Risk Factor 4 Insufficient human resources
Category Probability Impact
Technical and operational Low Medium
Description

There is weak coordination at the provincial level, between departments and between provincial and district governments
that may delay project implementation. There are also limited skilled and efficient contractors and service providers to
implement the project in a cost-effective manner.

Mitigation Measure(s)

The project promotes strong institutional linkages through the integrated NRAP-SEDP process in the project areas,
which is instrumental to coordinate, mobilize and converge both capacity and resources for project implementation. IFAD
experience gained in Viet Nam and project provinces will be vital to identifying potentially suitable contractors and service
providers, coupled with rigorous screening and investigation of potential contractors prior to engagement. The IFAD
country team already started identification of potential external technical assistance during the design phase.
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Selected Risk Factor 5 Non- synchronous GCF and IFAD approval processes cause delay in implementation

Category Probability Impact
Technical and operational Low Medium
Description

RECAF aims at the IFAD EB in September 2024 and the GCF Board meeting in October 2024. In case the project is not
approved at the October 2024 GCF Board, this could potentially delay project implementation, or result in asynchronous
implementation of the output depending on funding source.

Mitigation Measure(s)

Once IFAD EB approval has been obtained, all post-approval processes will be initiated, including the drafting of the
Funded Activity Agreement (between IFAD and GCF) and preparation of the Financing Agreement (between IFAD and
the Government), in line with GCF requirements, so that, at GCF approval, all these documents are ready and can be
signed quickly. This will ensure project integrity and mitigate delays. In addition, the costs for initial PMU establishment
will be covered by the Government to avoid delays in project implementation start-up.

Selected Risk Factor 6 Procurement delays
Category Probability Impact
ML/FT Low Medium
Description

Inflexible internal government regulations pose severe risks to the timely allocation of funds and disbursements.
Transparency International CPI index (2023) for Viet Nam is 41, and it is assessed as a medium-risk country for
corruption. There are no money laundering or terrorist financing risks identified. Viet Nam has very strict procedures for
the use of public funds, including donor funds and has robust financial management systems. The only procurement
risks are delays due to discrepancies between IFAD guidelines and national laws and regulations, delays in budget
allocation and lengthy procurement processes.

Mitigation Measure(s)

Mitigation measures include: (i) The project management information system, including web-based accounting software,
will be identified and procured at inception stage. (ii) Using IFAD’s Online Procurement End-to-End System (OPEN) and
ICP Contract Monitoring Tool, Financial management and procurement management will be linked. (iii) Bidders and
contractors will be requested to sign self-certification forms on anticorruption. (iv) IFAD will give special attention to
training of project staff. See detailed description of fiduciary risks and mitigation measures in IPRM.

161.The Integrity Due Diligence (IDD) covers the following risk factors:

¢ Ultimate beneficial owners (UBOs): IFAD takes reasonable efforts, where applicable and practicable, in line with the
risk-based approach, to identify and verify UBOs. For entities without UBOs, IFAD applies equivalent controls to the
senior management officials or board of directors, who exercise executive control over the entity.

e Sanctions screening: IFAD screens all counterparties against applicable sanctions lists and industry-standard
financial crime databases.

¢ Financial crime screening: Searches of counterparties are conducted against industry-standard databases to identify
and assess any financial crime/integrity-related concerns (criminal, civil or regulatory issues).

¢ Politically Exposed Persons (PEPs): The IDD involves reasonable measures to identify and assess IDD subjects that
are PEPs where there could be concerns

¢ Nature of the engagement: the IDD considers the type and nature of IFAD’s engagement and/or transaction and
overall financial crime/integrity risk.

¢ Project host country risk: Assessment is conducted to determine whether the country is at high risk for ML/TF as a
result of a FATF classification based on “strategic deficiencies” in the context of the project, as well as any host
country sanctions in place.

e AML/CFT Compliance program: Additional AML/CFT checks for financial institutions, based on an assessment of
their policies and procedures, which is initiated by the recipient completing an AML/CFT Questionnaire.

As indicated above, no specific alerts to be assessed were identified with reference to Executies Entities. Extended

checks on financial institutions involved in capacity building initiatives and investments mobilization did not highlight

any substantial risk concerns involving sanctions, money laundering, terrorism financing, financial crime, integrity or

related risks. The overall risk rating was therefore deemed Moderate Risk.
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G. GCF POLICIES AND STANDARDS

G.1. Environmental and social risk assessment (max. 750 words, approximately 1.5 pages)

Assignment of the Environmental & Social Risk Category

162.The proposed environmental and social risk assignment for the project is “Category B”. This risk rating is proposed
based on the screening of ES risks and impacts associated with the: (i) type, nature and scale of proposed project
activities; (ii) project’s affected stakeholders and results from stakeholder consultations; and (iii) socioeconomic
and environmental settings (covering inherent risks) of the potential project sites. The risk assignment accounts
for the likelihood of each risk materializing, cumulative environmental and social impacts, and the severity of a
given risk’s impact on achievement of the intended project results. The risk assessment considers the effect(s) of
ES risk mitigation measures already utilized in the project areas but does not assume any future additional
mitigation measures outside of those proposed in the RECAF project ES instruments.

Summary of the main outcomes of ES instruments

163.Based on the screening, the project design team prepared a(n): (i) Environmental and Social Management
Framework (ESMF, Annex 6A); (ii) Indigenous Peoples Plan (IPP, Annex 6B); (iii) Gender Assessment (including
the accompanying Gender Action Plan, Annex 8); and (iv) Stakeholder Engagement Plan (SEP, Annex 7). The
instruments describe and respond to the assessed environmental and social impacts/risks, as well as related
feedback obtained during field visits, household surveys, key informant interviews, and focus group discussions
with project stakeholders (Annex 7). A Labor Management Plan (LMP) will be prepared during the first year of
implementation and prior to commencement of related activities. Likewise, a Biodiversity Impact Assessment (BIA)
and related Biodiversity Management Plan (BMP) are currently underway and will be finalized prior to
commencement of activities. Quantitative and qualitative data collected through primary and secondary sources
were used to assist the analysis. Key findings are summarized below.

ESMF Outcomes: key environmental and social risks and impacts
Social risks and impacts

164.Social impacts of the project are largely positive. The project activities aim to improve the livelihoods of those
experiencing poverty, especially ethnic minorities (with a target of 40% participation) who live near forest areas,
while reducing their dependence on unsustainable use of forest resources. These impacts will be achieved through
a series of activities meant to improve beneficiaries’ farm skills, business development knowledge, access to loans
and land (via forestland allocations), and enhance gender equality through increased female participation in project
activities for economic empowerment. Expected activity outcomes include improved quality and yield of farm
produce, diversified sources of income, and long-term participation in deforestation-free value chains. Key social
risks associated with project activities relate to: (i) community health and safety and gender-based violence due to
labor influx (e.g., migrant workers engaged for project construction and other activities); (ii) child and/or forced
labor with the influx of contracted labor; (iii) occupational health and safety of project workers (e.g., contractors’
workers); (iv) road safety; and (v) discrimination and exclusion of disadvantaged/ vulnerable groups. Inherent risks
include potential tensions/conflicts between communities (addressed through the IPPF and project grievance
redress mechanism) and presence of child and/or forced labor in the project areas (for example, when children
support agricultural activities in ways which are not age appropriate).

Environmental risks and impacts
165.The project is expected to have largely positive environmental impacts, including improved ecosystem services,
soil fertility/soil health, forest health, and natural resources management. Potential negative environmental impacts
are expected to be minor, limited in time/scale, and reversible, as they relate to small-scale infrastructure (e.g.,
small-scale reservoirs, etc.). These impacts may include: (i) erosion and run-off to water bodies during
earthworks/construction; (ii) temporary pollution from construction (e.g., dust, noise, vibration); (iv) potential water
pollution from sourcing aggregates/construction materials (soil, gravels); and (v) increased water consumption.
These construction-related environmental risks and impacts will be managed through the application of good
construction practices and application of a site-specific Environmental and Social Management Plan (ESMP)
written into the contract agreements/procurement of the given construction company/provider. The ESMP will also
take into account the territorial and environmental knowledge of the affected ethnic minorities. Additional
environmental risks include: (i) presence of unexploded ordinances (UXOs) at construction sites and (ii) increased
use of pesticides due to crop intensification/improved crop yields. The ESMF provides the screening tools to be
used at project sites to ensure that these risks are sufficiently addressed. For UXOs, in particular, identification
and removal (if any) would be done by experts as part of site clearance prior to commencing any activities on the
project sites. The risk of increased pesticide use will be minimized through the project’s training for farmers on
good production/GAP and utilizing IPM (which improve the market price of produce at market). Cumulative
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environmental impacts are assessed to be negligible to small given the project’s focus on environmental/forest
rehabilitation and construction of small-scale infrastructure.

IPP Outcomes: potential impacts on Indigenous Peoples and measures to address those impacts

166.The impact of the proposed project activities on ethnic minority groups will be largely positive. Environmental and
social risks and impacts identified under the initial assessment in the ESMF (which helps determine the scope of
any future assessments and ES management plans) have been included in the IPP (Annex 6B), alongside
proposed mitigation measures for effective ES management during project implementation. The IPP has been
developed to promote the inclusion and participation of poor ethnic minority groups in project planning and
implementation. A community-driven development approach will be adopted to ensure the ownership and
commitment of ethnic minorities in RECAF provinces, which in turn supports sustainability of the investments,
increased self-reliance and community empowerment. The project will enhance existing community-driven
development approaches that are suited to the holistic perspectives of the target ethnic minority groups whereby
ecosystems and socioeconomic and cultural systems are intertwined. The IPP sets forth steps process for
stakeholder engagement — both during project preparation and project implementation to foster meaningful
consultation that will lead to free, prior and informed consent of the target ethnic minority communities for proposed
project activities that affect them.

SEP: Summary of multi-stakeholder consultations undertaken during project design & planned for
implementation

167.A Stakeholder Engagement Plan (SEP) was prepared during project design and provides guidance on how to
conduct stakeholder engagement throughout the project cycle. At project design, 654 people were consulted about
the project/safeguards alone, of which 353 were male and 301 were female. Outreach involved a blend of
household surveys, key informant interviews, focus group discussions, and site visits. This outreach and
engagement helped inform project design — particularly on how to better encourage participation of ethnic
minorities, women, youth (in age-appropriate ways) — and helped determine preferred methods of communication
(including methods of grievance redress).

Engagement and information disclosure during implementation

168.During implementation, stakeholder engagement will continue to depend on the target communities and is
designed to be, therefore, sensitive to ethnic minority community needs and preferences (as well as differentiated
to the needs of vulnerable persons in the project area). All provincial PMUs will maintain FPIC consultations with
ethnic minorities and Kinh in the target project communes. FPIC consultations will be factored into the annual
Indigenous Peoples’ Plans which each provincial PMU will prepare to ensure ethnic minorities are included in
project activities. Gender and youth targets are also mainstreamed into the annual IPPs to ensure that targets are
achieved over the project’s life cycle and monitored and evaluated at the project’s midterm and conclusion. All ES
instruments, once approved, will be disclosed at least 30 days prior to the GCF Board meeting date. The
documents will be posted on the websites of DARD for each project province and summaries of the documents
will be disclosed in Vietnamese in communes where potential affected peoples reside. The documents will also be
disclosed on the GCF website.

FPIC-specific (IPP/Ethnic minority community) consultations
169.FPIC consultation were conducted with ethnic minority groups and Kinh present in the project area. FPIC-specific
consultations aimed to: (i) provide the concerned ethnic minority communities with information about project’s
objective, scope of work, activities, social and environmental risks and impacts, and grievance redress procedures;
and (ii) solicit their preferences based on their current traditional practices, including preferred approaches to
avoiding, minimizing, and mitigating social and environmental risks and impacts and enhancing development
impacts of the proposed project activities. Of the 654 people consulted (353 male, 301 female), most were ethnic
minorities and participated in the FPIC consultation, which involved a blend of focus group discussions, key
informant interviews, and household surveys (in this case, the IP/EM-specific questions were part of the broader
household survey used). As part of the FPIC consultations, key project information was disclosed at an early stage
of the project design (June — November 2021 and May-July 2022, respectively) to the potential target ethnic
minority and Kinh communities who were expected to benefit from the project and may be impacted by the project.
Later, once the project design is completed and ES instruments are finalized, FPIC consultations with ethnic
minorities will be repeated to provide these groups and Kinh with updated project information and solicit their
meaningful feedback for incorporation into project activities. All project information has been presented in a manner
that is culturally appropriate to the consulted communities, such as forms of presentation and use of local
languages. Sufficient time has been arranged — between the early stages of project design and design completion
— to allow ethnic minority communities sufficient time to understand project activities, associated environmental
and social risks and impacts, and provide feedback throughout project cycle. During project implementation, before
activities are carried out, FPIC consultation will be repeated to ensure local communities provide feedback. The
project will take full advantage of ethnic minority’s traditional knowledge, culture, governance systems and natural
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resources. Their traditional knowledge and practices related to environmental and social management, for
instance, will be adopted in a way that are preferred and culturally appropriate to each ethnic minority group.

Mitigation measures at throughout the project cycle

170.Mitigation measures across the project cycle are detailed within the ESMF, SEP, and IPPF, respectively. The
ESMF details the screening procedures and tentative risks by project Outcome/Output/activity, along with the steps
required during implementation/operation and the associated monitoring/reporting. The IPPF, similarly, provides
guidance on how to move from informed and iterative consultations in design towards full FPIC agreements with
ethnic minority communities and incorporation of their traditional ecological knowledge within the project activities
during implementation. Both documents detail the project’s grievance redress mechanism. The SEP, which covers
engagement of stakeholders throughout the project cycle, was instrumental in guiding the design-phase
consultations. During preparation, the risk of potential exclusion of vulnerable populations was avoided through
extensive outreach and consultation (654 people were consulted, of which 353 were male and 301 were female).
These consultations helped inform project design such that the project activities serve as mitigation measures
themselves. For example: (i) activity 1.2.1 upgrades the SIS for better monitoring/management and compliance
with international standards and (ii) activity 2.1.2, likewise, supports IPM and practices for improved soil fertility.
Two safeguards specialists at each provincial PMU will support the development of site-specific ES instruments,
implementation of mitigation measures, and monitoring/reporting throughout the project cycle.

Project-level Grievance Redress Mechanism (GRM)

171.The project has designed a GRM to provide complainants with redress procedures that are accessible, easily
used, and free of charge to enable affected peoples to raise project related concerns and grievances. The project
GRMs provide information on how to lodge complaints, including the forms, channels, steps, and processing/turn-
around time associated with each step (e.qg., time-limit for acknowledging receipt of the complaint, naotification of
the resolution decision, etc.). The GRM accounts for local practices of ethnic minorities in relation to grievance
redress/conflict resolution, including the use of local ethnic minority language. During the grievance resolution
progress, where necessary, dialogues will be held between the project’s designated GRM unit/personnel and the
aggrieved person(s) to promote mutual understanding and collaboration among relevant parties for effective
resolution (See Section 9 of IPP for details, Section IX of the SEP, and the related chapter within the ESMF).

Capacity of the Executing Entities to implement the ESMP and ESMF and arrangements for compliance
monitoring, supervision and reporting

172.The project provinces have prior experience with implementing projects financed by IFAD, the World Bank, Asian
Development Bank, and other international development partners. They are familiar with the related
safeguards/ESS standards of these organization. Nonetheless, given that RECAF has a target of 40% of its total
beneficiary households to be ethnic minority households and incorporates/integrates gender and youth within
specific performance indicators and targets, provincial PMUs will be trained during the first year of project
implementation on the IFAD and GCF’s environmental and social safeguard standards (ESS), particularly on how
to effectively implement the triggered ESS standards during the project cycle. Some of this capacity development
was already initiated at project design, when the design team provided training for household survey enumerators
and gave sensitization training to the provincial teams supporting project design. The PMU’s ESS capacity (that is
developed from the first year of project implementation) will be assessed by the end of the first year to inform if
additional capacity development is required.

G.2. Gender assessment and action plan (max. 500 words, approximately 1 page)

173.The gender assessment was carried out through extensive collection and analysis of secondary data (national,
regional, provincial level) and primary data (project level). Primary data were collected through consultation with
about 654 people, of which 90% are ethnic minority people and close to 50% are female. All consulted people live
in 21 districts of 5 project provinces. These districts are identified (through data analysis under the project) as
hotspots for deforestation.

174.Key findings. The gender assessment suggests that the ethnic minorities in the project are very poor and as such
vulnerable to the potential impact of climate change, particularly to their current agricultural production which makes
up 77% for cultivation, 26% for animal husbandry, and 6% for forestry. The monthly average cash income of women
is lower than that of men (n=1,340) and average productive land access among female headed households is
lower than that of male headed households. However, for youth respondents, there is no statically significant
difference in monthly average cash income between male and female. In terms of shared land titles, it is noted that
across all types of land use types covered under the household survey (including Perennial land, Annual Cropland,




GREEN CLIMATE FUND FUNDING PROPOSAL V.3.0 | PAGE 67

GREEN
CLIMATE
FUND

Production Forest, Protection Forest, Agri- land for Animal Husbandry and Residential land), only 36.7% (n=182)
have both husband and wife’s names on their LURCs (See Section 3.3.2).

175.In terms of division of labor and decision making, gender stereotypes still exist due to social horms by which
women typically spend most of their daily time for unpaid domestic works whereas men spend most of their time
for paid work and social activities outside their home. Albeit most of the financial decision-making rest with female
members, particularly for domestic activities, decision making in agricultural production appears to be mainly taken
by men as they are perceived to be more knowledgeable about cultivation practices, innovation, labor, and market
due to being more socialized (See Section 3.3.3 and 3.3.4). As a result, women appear being less confident in (i)
identifying business opportunities, (ii) protecting their business from being harmed, and (iii) bargaining for better
prices. They are also less likely to be able to visit friends, relatives in nearby villages or neighboring province, as
they have to ask for permission of their husbands (See Section 3.3.5).

176.Recommendations. Based on the results of the gender assessment, a Gender Action Plan and IPP were
prepared to ensure inclusion of women during all project planning activities and investment activities that benefit
them at both household and community level. To promote female participation in project activities (which deviate
from the current labor division and social norms), the following key actions will be implemented:

e Ensure at least 40% of female participating in all project planning activities — be it intended to benefit local people
at community or household level, including female-headed households;
e Reduce women’s burden from traditional household chores by
o Exploring and promoting activities and technologies that help women save time and labor including drudgery
reduction mechanisms;
o Exploring and increasing use of small-scale practices that involve mechanization to free up intensive and heavy
labor. This can be shared in groups of people that typically share labor;
o Encouraging men to share more domestic works (towards equal sharing) to enable women to take trainings
outside their home.
¢ Provide funding and capacity building trainings, e.g., technologies, leadership training, financial literacy, business
development, etc. to develop value chains that women are more comfortable/skilled for niche products such as
bee-keeping, sericulture, weaving, natural dyes (which can be introduced/included in agro-forestry interventions);
e Conduct Information, Education and Communication (IEC) campaigns for awareness raising, sharing success story
and champions;
e Promote female participation throughout the whole process of government-led FLA, including joint ownership of
forestland to promote decision making on the part of women.

177.The above actions aim to promote equal participation of women from project’s target groups, which will enhance
female participation in project planning and implementation activities and foster the process of economic
empowerment for female members. Further details are provided in the full gender assessment and project-level
gender action plan in Annex 8.

G.3. Financial management and procurement (max. 500 words, approximately 1 page)

Financial Management

178.Staffing. All five provinces and MARD will use their respective accounting and finance unit staff to manage the
financial management aspects of the project. All provinces have identified FM staff who will work on RECAF, most
of whom are experienced in IFls-funded operations. IFAD will provide additional hands-on training and support
before the project implementation start and during the implementation. The project will entirely rely on government
staff for FM.

179.Budgeting. Inflexible internal government regulations pose severe risks to the timely allocation of funds and
disbursements. Therefore, the project will have dedicated staff at the PMU with the required skills to address alll
challenges related to internal government regulations well in advance. As a result, the PMU will manage adequate
budget allocations for each year. In addition, the AWPB for each year will be submitted 60 days before the start of
each financial year. The AWPB will split planned project expenditures by funding source, expense category,
Outcomes, Outputs, and activities (GCF budgeting requirement). IFAD funds will only finance capital expenditures.
GCF and Government co-financing funds will also finance recurrent expenditures and soft investments such as
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training and consultancies. Budget execution will be monitored quarterly utilizing the accounting software of the
project.

180.Funds flow and disbursements. All provinces and MARD will maintain DAs in USD for both IFAD Loan and GCF
grant and Project Accounts in VND at the State Treasury. Funds will flow from DAs to Project Accounts based on
annually approved budgets for each province and MARD. Viet Nam’s Treasury system is reliable for maintaining
DAs and Project Accounts. IFAD and GCF funds will be disbursed based on quarterly Interim Financial Reports
(IFRs). All provinces and MARD will have procedures and systems to ensure that accurate IFRs are sent to IFAD
within the agreed deadlines. Each WA will be accompanied by the most recent IFRs, including the cash forecast
for the next two quarters.

181.Internal Controls. All provincial governments and central ministries are required to follow stringent financial
regulations of the Government. Therefore, the internal control environment is reliable though inflexible rules cause
inefficiencies in allocating funds and disbursements. The project is developing a PIM to consolidate all relevant
policies and procedures of the Government, GCF, and IFAD to be applied during the implementation of the project.
Project Managers will be responsible for the duly enforcement of the PIM provisions.

182.Accounting and Financial Reporting. All provinces will procure and customize accounting software for the project
needs. The software will need to maintain accounting records on double entry bookkeeping principles. The
accounting systems will be customized to generate GCF (expenditures split by funding source, expense category,
Outcomes, Outputs, and activities), IFAD, and government-required reports. In addition to quarterly IFRs, all
provinces will produce and submit IFAD semi-annual certified financial reports using the GCF template and
guidelines within 30 days from the end of each period. The report for each province and MARD will be consolidated
at the PMU level and sent to IFAD. The FMFCL and PIM will include a reporting template to be used by the
Borrower/Recipient when preparing the certified report to ensure consistency and easy compilation of the
combined GCF account statement. IFAD will work with the project team to ensure that IFAD and GCF required
reports are harmonized as much as possible.

183.External Audit. Private sector auditors will audit annually project financial statements. The project will submit audit
reports to IFAD within five months of the end of each period. ToRs of the annual project audit will include an
assessment of the compliance with the applicable GCF requirements and special opinions needed for IFAD’s
compliance with GCF requirements. In addition, the GCF will have the right to conduct ad-hoc checks on the use
of its funds and conduct ex-post evaluations as required in terms of the Financing Agreement.

184.Although not required, the PDT has prepared a Fiduciary Summary as part of the project design documentation.
Procurement

185.Public procurement in Viet Nam is governed by the Law on Public Procurement (No. 22/2023/QH15), Decree
24/2024/ND-CP on Instructions for Implementation of the Law on Public Procurement. The procurement framework
of Viet Nam is well developed and considered consistent with the internationally accepted principles. The legislative
system is applicable and mandatory to all procurement activities by public bodies at central and local levels for
goods, works, consulting services and non-consulting services using state funds.

186.The e-Procurement system in the country is well functioning supporting the procurement process, including
advertisement of procurement plan, invitation for bids, bidding documents, submission of bids, bid opening,
advertisement of bidding result for procuring goods, works and consulting services. Since 2019, ADB and WB
endorsed use of the system to procure NCB contracts of goods and works under the two banks system.

187.Procurement risk assessment for RECAF shows that the overall inherent procurement risk (Part A and Part B)
is moderate. The overall Residual Risk is rated as low. The main project procurement risks include: (i) minor
discrepancies between IFAD Project Procurement Guidelines and the Law on Public Procurement in terms of
conditions and thresholds for applying direct contracting and single source selection, procurement method (CQS);
(i) there are often constraints in budget allocation, funds are not always released or allocated in a timely manner
based on the approved AWPB supporting planned activities; (iii) limited English skills of project staff including
procurement staff; and (iv) procurement processes (planning, bidding, contract award and contract implementation)
are often delayed.

188.Several mitigation measures for project procurement risks are: (i) using IFAD’s Online Procurement End-to-End
System (OPEN) and ICP Contract Monitoring Tool for monitoring project procurement activities; (ii) applying e-
Procurement for goods/work/service packages under RECAF where applicable; (iii) requesting bidders and
contractors signing the Self-Certification Forms on anticorruption, sexual harassment, sexual exploitation and
abuse as a part of bids/proposals and contract documents; (iv) conducting prior and ex-post reviews to strengthen
enforcement of the debarment system; (v) carrying out coaching, on-the-job trainings and refresher trainings on
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procurement; and (vii) monitoring closely contract implementation progress with periodic progress reports and
follow-up actions which includes management of physical and financial progress through ICP CMT.

189.Applicable regulations and procurement arrangements. Procurement under RECAF shall be carried out in
accordance with the Law on Public Procurement (No. 22/2023/QH15), Decree 24/2024/ND-CP and subsequently
updated public procurement regulations as long they are consistent with IFAD Project Procurement Guidelines. In
cases there are contradictions between IFAD Procurement Guidelines and the national procurement regulations,
IFAD Procurement Guidelines will take precedence and govern.

190.The PMU at DOF and the provincial PMUs at project provinces (Dak Lak, Dak Nong, Gia Lai, Lam Dong and Ninh
Thuan) are directly responsive for project procurement activities for goods, works and services. Procurement of
climate resilient infrastructure investments (e.g., water infrastructures, value added processing facilities, forest
protection infrastructures) under Output 2.2 will be carried out by the provincial PMUs. For decentralized activities
(trainings, extension services, inputs for agroforestry pilot activities, etc.), procurement will be undertaken by
project implementing partners (DARD and sub-departments under DARD, WU, District People’s Committees
and/or Commune People’s Committees).

191.Innovative PES Funds (i.e., IPFs) under Output 2.3 will be implemented by the Provincial Forest Protection and
Development Funds (PFPDF) in project provinces based on the IPF guidelines. The PFPDF is an independent
legal entity and is under the direction and control of the PPC at the provincial level. Thus, paragraphs 202-204 in
the PIM and Activity 2.3.1 in Annex 25 discuss the operations of the IPF and refer to the functions of the PFPDF.
Furthermore, the PFPDF in each province is functioning under the directions and control of the PPC. It is confirmed
that the implementation of this activity, more specifically the selection of the IPF proposals and the payments
scheme will be carried out by the PFPDFs, in line with the final criteria and that the final decision-making authority
remains with the PPCs (as the EEs for this project). The IPF will be operationalized and disbursing sub-grants
during the project. For more information, please refer to paras 200-205 in the Annex 21 (PIM).

192.The project shall recruit a fulltime Procurement Officer at each PMU in project provinces. The Procurement Officer
will be responsible for carrying out procurement planning and implementation at the PMU; training, supporting
project staffs at the PMU and implementing agencies undertaking project procurement activities. A Procurement
Committee including at least 3 representatives of assigned PMU staff or hired procurement consultants will be
established for each procurement activity undertaken. IFAD will ensure the TOR for the recruitment and recruited
procurement officers are accredited or certified professionals by subjecting the selection or appointment to be
subject to IFAD prior review.

Procurement Plan

193.IFAD’s prior no-objection is required on the Project Implementation Manual (PIM) dictating all implementation
modalities (including operational, financial and procurement); the Annual Work Plans and Budgets (AWPBS)
dictating the use of funds. The initial 18-month Procurement Plan (PP), and subsequently the annual PPs in
consistency with the AWPBs shall be prepared and obtain IFAD no objection before proceeding with procurement
activities. These aspects will be described in the Subsidiary Agreements with the EEs, as per standard IFAD
practice, in line with IFAD General Conditions for Financing Agreements. Project procurement plan will be prepared
and monitored through IFAD’s Online Procurement End-to-End System (OPEN). Data and information of all
contracts including Memorandum of Agreements must be listed and updated on a regular basis in the IFAD Client
Portal - Contract Monitoring Tool (ICP-CMT). Governance and anti-corruption measures. Project staff,
beneficiaries, and all bidders, suppliers, contractors and consultants under IFAD-financed contracts are expected
to observe the highest standard of ethics and integrity during the procurement and execution of project activities.
IFAD will not finance expenditures for goods, works or consulting services that have not been procured in
accordance with IFAD Project Procurement Guideline and the Financing Agreement. In such cases, IFAD may, in
addition, take other remedial action under the financing agreement, including cancellation of the amount in question
from the loan account by declaring it ineligible. Even if the contract was awarded following IFAD’s “no objection”
statement, IFAD may still declare mis-procurement if it concludes that this statement was issued on the basis of
incomplete, inaccurate or misleading information furnished by the Borrower/Recipient.

194.The Policy on Preventing Fraud and Corruption has been integrated into IFAD's legal framework (Project
Procurement Guidelines 48, General Conditions for Agricultural Development Financing 4°, IFAD’s Code of
Conduct3%) and applies to all recipients of IFAD financing. In line with this, the implementing agencies will ensure
that all project activities are implemented within a transparency framework. This framework will include measures

“®nttps://www.ifad.org/web/guest/document-detail/asset/39438991
“nttps://www.ifad.org/web/guest/document-detail/asset/39500875
SOhttps://www.ifad.org/web/guest/document-detail/asset/40186603




GREEN CLIMATE FUND FUNDING PROPOSAL V.3.0 | PAGE 70

GREEN
CLIMATE
FUND

to ensure that procurement activities are carried out in accordance with IFAD project procurement guidelines and
the project implementation manual. Measures that form part of the framework for transparency include:

- Upload information on procurement plans, contract awards and resolution of procurement complaints on
IAs/project websites;

- Annexes on Additional Provisions and Self-Certification Form to be included in bidding document/RFP and
contract documents;

- Bidders and contractors signing the Self-Certification Forms on anticorruption, sexual harassment, sexual
exploitation and abuse as a part of bids/proposals and contract documents;

- Debriefing and Protest procedures for all procurement activities based on the procedures laid down in the
IFAD Procurement Handbook including the requirements to issue a Notice of Intent to Award and of a standstill
period;

- Conduct prior and ex-post reviews to strengthen enforcement of the debarment system;

- IFAD’s direct supervision to address fiduciary compliance;

- Involvement of Project stakeholders (and especially farmers and their organizations) in planning,
implementation and M&E of project activities.

G.4. Disclosure of funding proposal

No confidential information: The accredited entity confirms that the funding proposal, including its annexes, may
be disclosed in full by the GCF, as no information is being provided in confidence.

[ With confidential information: The accredited entity declares that the funding proposal, including its annexes, may
not be disclosed in full by the GCF, as certain information is being provided in confidence. Accordingly, the accredited
entity is providing to the Secretariat the following two copies of the funding proposal, including all annexes:

ofull copy for internal use of the GCF in which the confidential portions are marked accordingly, together with an
explanatory note regarding the said portions and the corresponding reason for confidentiality under the
accredited entity’s disclosure policy, and

eredacted copy for disclosure on the GCF website.

The funding proposal can only be processed upon receipt of the two copies above, if containing confidential
information.
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H.1. Mandatory annexes

Annex 1

X

Annex 2

X

Annex 3

X

Annex 4

X

Annex 5

X

Annex 6

X

Annex 7

X

Annex 8

X

Annex 9

X

Annex 10

X

Annex 11

X

Annex 12

X

Annex 13

X

Annex 14

X

NDA no-objection letter(s) (template provided)

Feasibility study - and a market study, if applicable
Economic and/or financial analyses in spreadsheet format

Detailed budget plan (template provided)

Implementation timetable including key project/programme milestones (template provided)

E&S document corresponding to the E&S category (A, B or C; or 11, 12 or 13):
(ESS disclosure form provided)
[J Environmental and Social Impact Assessment (ESIA) or

Environmental and Social Management Plan (ESMP) or
[ Environmental and Social Management System (ESMS)

[0 Others (please specify — e.g. Resettlement Action Plan, Resettlement Policy Framework,
Indigenous People’s Plan, Land Acquisition Plan, etc.)

Summary of consultations and stakeholder engagement plan

Gender assessment and project/programme-level action plan (template provided)

Legal due diligence (regulation, taxation and insurance)

Procurement plan (template provided)

Monitoring and evaluation plan (template provided)

AE fee request (template provided)

Co-financing commitment letter, if applicable (template provided)

Term sheet including a detailed disbursement schedule and, if applicable, repayment schedule

H.2. Other annexes as applicable

Annex 15
Annex 16

Annex 17
Annex 18

X O

O 0O 0

Annex 19

Annex 20

Annex 21

Annex 22

Annex X

Evidence of internal approval (template provided)
Map(s) indicating the location of proposed interventions

Multi-country project/programme information (template provided)

Appraisal, due diligence or evaluation report for proposals based on up-scaling or replicating a pilot
project

Procedures for controlling procurement by third parties or executing entities undertaking projects
financed by the entity

First level AML/CFT (KYC) assessment

Operations manual (Operations and maintenance)

Assessment of GHG emission reductions and their monitoring and reporting (for mitigation and
Cross cutting-projects)®?
Other references

* Please note that a funding proposal will be considered complete only upon receipt of all the applicable supporting documents.

51 Annex 22 is mandatory for mitigation and cross-cutting projects.



https://www.greenclimate.fund/documents/20182/574712/Funding_Proposal_Annex_1_template_-_NDA_no-objection_letter.docx/dac6e101-5a91-63b3-817e-627286c79c85
https://www.greenclimate.fund/documents/20182/574712/Funding_Proposal_Annex_4_template_-_Detailed_budget_plan.xlsx/2d34b526-e650-804a-81ca-ecb5a293985d
https://www.greenclimate.fund/documents/20182/574712/Funding_Proposal_Annex_5_template_-_Implementation_timetable.xlsx/2e73b0d1-3f1d-5870-609a-3e6b39905e9c
https://www.greenclimate.fund/documents/20182/574712/Funding_Proposal_Annex_6_form_-_ESS_disclosure_report.dotx/b5fd8542-6a8a-5a37-f099-5e6d6744fa25
https://www.greenclimate.fund/documents/20182/574712/Funding_Proposal_Annex_8_template_and_guide_-_Gender_assessment_and_action_plan.doc/fe5711ca-8fcf-1a14-5d3e-804aad1a7827
https://www.greenclimate.fund/documents/20182/574712/Funding_Proposal_Annex_10_-_Procurement_plan.docx/4a360e64-5f03-e02e-408b-6239fccaedb3
https://www.greenclimate.fund/documents/20182/574712/Funding_Proposal_Annex_11_template_-_Monitoring_and_evaluation_plan.docx/6a3b64be-9712-454b-b948-99cf8ffc43bb
https://www.greenclimate.fund/documents/20182/193373/Funding_Proposal_Annex_12_template_-_AE_fee_request.xlsx/4e9450c0-6bf0-8290-24b7-2ff43ca95c01
https://www.greenclimate.fund/documents/20182/574712/Funding_Proposal_Annex_13_template_-_Co-financing_commitment_letter.docx/16bb3e0a-be63-19cd-d352-460176f4a569
https://www.greenclimate.fund/documents/20182/574712/Funding_Proposal_Annex_15_template_-_Evidence_of_internal_approval.docx/dcb5743a-46d9-0e8f-2da6-b9b58371f82b
https://www.greenclimate.fund/documents/20182/574712/Funding_Proposal_Annex_17_template_-_Multi-country_project_programme_information.xlsx/95110afa-ab09-f948-1abe-5887bcfec594
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