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PART I: PROJECT IDENTIFICATION

GEF PROJECT ID*; PROJECT DURATION : 48months INDICATIVE CALENDAR*

GEF AGENCY PROJECT ID: Milestones Expected Dates

COUNTRY: Panama mm/dd/yyyy

PROJECT TITLE : Sustainable and climate-friendly development i I\(/:Vé)ggrggram (fort/IZSP) i '\(1)0\; 2828

Veraguas Province -Proyecto Participa hdorsementApprova ¢

GEE AGENCY: IEAD Agency Appr'oval Date Nov 2010

OTHER EXECUTING PARTNER (S): National Environment Authority |_IMPlémentation Start Jul 2011

(ANAM); Ministry of Agricultural Development (MIDA) g/lla'gr']gedr)m Evaluationif Dec 2013
2. H

GEF FocAL AREA (S)°: Climate change Project Closing Date JUn 2015

GEF-4 STRATEGIC PROGRAM (s). SP-6
NAME OF PARENT PROGRAM /UMBRELLA PROJECT

A. PROJECT FRAMEWORK

Project Objective: The general objective of the project is to cdntté to national efforts in mitigating climate clganthrough 3
reduction in greenhouse gas (GHG) emissions amdighran increase in carbon sequestration. Thegti®gpecific objective is
to promote sustainable rural development and enmiental management in the Province of Veraguasiribating to both
poverty reduction and the improvement and consienvatf natural resources (soil, water and biodiigys
. Inv, Expected Expected Outputs Indicative GEF Indicative Co- Total ($)
Project TA, | Outcomes Financing® Financing® c=a+b
Components | STA® g
(%) a % $) b %
Component 1:| Inv Carbon 1.1.Reforestation of at 900,000 10.92| 7,343,000/ 89.08| 8,243,000
Climate sequestration and | least 500ha in priority
change sustainable land | watersheds;
mitigation management 1.2. At least 500ha under
through promoted through | agroforestry and
reforestation reforestation, conservation agriculture
and agroforestry and | for soil and water
agroforestry community-based | management;
eco-enterprises 1.3. Appropriate

community NRM plans in

place to ensure

maintenance of activities

1.4. At least 5 eco-

enterprises established al

operational.
Component 2:| TA Increase in 2.1. Training of at least 3¢ 450,000| 12.99| 3,013,000/ 87,01| 3,463,000
Capacity technical capacity | persons in data gathering
building for at the national and| tools and methodologies;
monitoring provincial level for | 2.2. Capacity improved at
and reporting the monitoring and| national and regional
on carbon reporting of levels;
stock and carbon stock 2.3. Awareness of local
changes changes and authorities and all actors

sequestration increased in at least 5

project districts
8. Project management 150,000| 6.68| 2,094,000f 93.32| 2,244,000
Total project costs 1,500,000 12,450,000 13,950,000

2 List the $ by project components. The percentagied share of GEF and Co-financing respectivetheftotal amount for the component.
TA = Technical Assistance; STA = Scientific & Teital Analysis.
1 Project ID number will be assigned by GEFSEC.
2 gelect only those focal areas from which GEBricing is requested. 1



B. INDICATIVE CO-FINANCING FOR THE PROJECT BY SOURCE and by NAME (in parenthesisif available,($)

Sources of Co-financing Type of Co-financing Projec
Project Government Contribution  Cash 6,450,000
GEF Agency (IFAD) Loan 5,700,000
Others (beneficiaries) Cash 300,000
Total Co-financing 12,450,000

C. INDICATIVE FINANCING PLAN SUMMARY FOR THE PROJECT ($)

Previous Project Total
Preparation Amount Project (b) _ Agency Fee
@y c=a+b
GEF financing 1,500,000 1,500,000 150,000
Co-financing 12,450,000 12,450,00
Total 13,950,000 13,950,00D 150,000

GEF RESOURCESREQUESTED BY AGENCY (IES), FOCAL AREA(S) AND COUNTRY (IES)*
Not required

PART II: PROJECT JUSTIFICATION

A. STATE THE ISSUE, HOW THE PROJECT SEEKS TO ADDRESS IT, AND THE EXPECTED GLOBAL ENVIRONMENTAL
BENEFITS TO BE DELIVERED :

A.1. Environmental situation in Panama

Located in-between the Atlantic and Pacific Oceansl with over 2000 kilometers of coastline anda@tr1600 islands,
the Republic of Panama is one of the most biodévarsl geographically-varied countries in Latin Aiceer The Isthmus
of Panama, at the intersection of MesoamericarCatbbean ecosystems, and located within the lakgezon-Pacific-
Darien ecosystem, has favored the evolution of moose endemic species and life-forms, one exampiegbthe

Mangroves of the Pacific Co4st

Although Panama has the highest proportion ofaitsl Idesignated as protected areas in America, @4tte surface
area), it is also encountering serious environngmiablems, due both to the country’s location aadts level of
development. Problems include, amongst otherszofitamination and degradation of the Panama Caatdrshed; (ii)
deforestation and unsustainable use of forest ressuwith accompanying serious desertificatiorbf@ms in certain
parts of the country; (iii) unsustainable expladatof fisheries resources, and environmental digran in coastal areas;
and (iv) regulatory failure for the use of watedamineral resources.

Panama is faced with serious soil erosion probleAwscording to the National Action Programme to Camb
Desertification and Drought in Panama (PAN), sedaterioration of soils is being driven by the grald cumulative and
increasing process of degradation occurring in atrradl the watersheds, soils and watercourses ef cibuntry.
Approximately 150,000 smallholder farmers dependtencultivation of subsistence crops, on slopamgdlwhich face
serious soil erosion problems. Furthermore, ovét @dthe country is under ranching management.

According to the First National Communication tcee thunited Nations Framework Convention on Climateai@gfe
(UNFCCC), submitted in 2000, the country’s Land @&nge and Forestry Sector (LUCF) was responfiblat least
60% of total GHG emissions in 1994 representing28Bg CQ net emissions (with certain estimates suggestiiguee
closer to 90%, see figure). Emissions from the LUWE@Fve mainly from the conversion of forests amgtpres to other
land uses. During the period 1990-2000, Panamariexiped an annual rate of deforestation of 1.6%, afrthe highest

* National Environment Strategy 2008-2012 2



in Latin America. More the 40% of the country hagb deforested, Percent of GHG emissions in CO2
primarily due to inadequate and unsustainable deweént equivalent, by sector (2000)
activities. As a result, almost 2 million hectatebnost one third of
the country) is considered degraded fand

The agricultural sector, for its part, it respotsilor a relatively
small proportion of GHG emissions. However, 40%r&fthane and
94% of nitrogen oxide emissions are derived fromicagure.
Consideration of this sector is therefore requirethe development
of any climate change mitigation initiatives in ttauntry.

LacdUze
Chanms &
Forestry

A.2. Environmental problems in the Province of Verguas a4

The province of Veraguas, with a surface area 299 km2, is
located in the central region of the Republic oin&@aa The

province is the third largest in the Isthmus, asidinique in that it
has coastlines on both oceans. Veraguas' popnlatés estimated
at 223,227 people in 2005, 70% of which are foundural areas. It is one of the poorest province®anama, with
almost 50% of its population considered poor (3A%)treme poverty).

Source: World Resources Insmture hito calt wriorg

The Province of Veraguas is a priority zone astifled in the National Action Programme (PAN) teettNCCD, with

serious soil erosion and desertification problefsstly, environmental degradation, including in teraheds, is
encouraging desertification in the so-called “A®eco” of Panama (which borders the province of ¥ieaa and three
others in the central region of the Isthmus), wittensive land exploitation having created a sengi-anvironment.

Indeed, increasingly-prolonged dry periods redimeannual availability of surface and/or subteraaneater required
for various uses in the province.

Secondly, despite Veraguas being a predominantigwdtyral province, it has low agro-ecological aajty for many of

activities undertaken (monoculture cropping anddalivestock ranches). This factor, combined with tinsustainable
and inadequate use of land and soils, is causymifisiant erosion as well as a high volume of GHf@issions. However,
the province holds significant potential to boasektry activities.

In terms of on-going development activities, IFABshdeveloped a programme to support the poorestpopulations in

the province, responding to requests by the Govenmtiof Panama. The programme, entitled “Particieaevelopment
and Rural Modernization Project” (Proyecto Partifs framed within the Government of Panama’sqgbedi and actions
for social development and poverty reduction. Toal @f the project is to contribute to the sigréfit reduction in levels
of poverty and extreme poverty in rural populatiaithin 5 districts of the Province of Veraguas €Rpecific objectives
of the project are to improve the environmentatialp economic and living conditions of the pooralupopulation,

through a sustainable, participatory approach.

A.3. Issued to be addressed by the GEF Intervention

Given the serious environmental problems occurvifithin the province (deforestation, degradationnattersheds and
soils, elevated GHG emissions, etc.), IFAD, in dimation with the National Environment Authority KAM), propose
to complement the Proyecto Participa throligtremental activitiesvhich will contribute to a reduction in poverty,
improve environmental sustainability, and promoteduction of GHG emissions from agriculture anddFJactivities.

Project Objectives the goal of the project is to contribute to natibefforts in mitigating climate change, through a
reduction in GHG emissions and increase in carbequestration. The objectivef the project is to promote
environmentally-sustainable development in the i@y of Veraguas, in order to contribute to botlvgrty reduction
and the improvement and conservation of naturalurees (soil, water, biodiversity).

5 National Plan for Forest Development: Sustain&lest Model (2008) 3



The project strategy will focus on reforestation activities (one of themary mitigation options highlighted in the Rirs
National Communication to the UNFCCC); the adoptidragroforestry systems; and the application afcatfural and
livestock techniques which combine various soc&dpnomic and environmental benefits (product difieasion,
increased carbon sequestration potential, reductiborGHG emissions, improved soil fertility, impravewater
conservation, etc.)

Components: The project will be organized around two princigedes, dedicated to: (i) the promotion of forestry,
agroforestry and sustainable land management @esivand(ii) support to the monitoring, reporting and cétion of
carbon sequestered and emissions reduced, accadpitth the required capacity-building and awarefrassing.

Component 1: Climate change mitigation through refoestation and agroforestry

The project will seek to develop sustainable dgulent through environmentally-sustainable and diafidendly use of
the land. Three principal activities are proposg@y:reforestation, (i) agroforestry, and (iii) aslishment of eco-
enterprises. Regarding reforestation, the projetitsgek to complement the National Plan for For@sivelopment:
Sustainable Forest Model (2008), in particular tigitothe restoration of functioning watersheds (withitiple objectives
of carbon forestry, and soil and water managemeggarding agroforestry, the project will encoerdbe use of
agroforestry systems (that is, the use of treespanehnial species in combination with annual cyop#th the objective
of increasing the proportion and quantity of carletained in the soil; increasing the quantity adnbass conserved,;
improving soil fertility; and diversifying productn. In addition, conservation agriculture will beomoted, which is
based on the use of few external inputs (fertitizpesticides), low or zero tillage, and a morsnal use of livestock. In
order to ensure the protection and survival of fitrest cover and agroforestry management, and qoesdy the
maintenance of the carbon stock in the long tetra, groject will also promote a community-based apph to the
sustainable management of reforested watershedgr@ farests. The third and final sub-component witbmote the
establishment of eco-enterprises. These eco-ersespwill profit in a sustainable fashion from thatural resources
(ecological goods and services), and will conteébtd poverty reduction in rural areas (e.g. locate@rotected areas,
buffer zones, watersheds) through the use of ecienmstruments for environmental management. Theldpment of
these enterprises will be targeted in areas exparig significant pressures on the natural resarearying levels of
food insecurity; and where there exists a certairll of successful experience in ecosystem regtar§particularly in
watersheds). This sub-component will further cdmtté to capacity-building with community groups asithilar
organisations.

Outputs: (i) at least 500ha reforested (equivatenain additional sequestration of 6.2 tons of caffiectare/year),
utilizing locally-adapted tree species; (ii) 500bader smallholder agroforestry management and/amsar@ation
agriculture (sequestering en estimated 1.5 — i®t@arbon/hectare/year), (iii) appropriate comityuNRM plans put in
place to ensure maintenance of activities and ceskquestered; (iv) at least 5 community orgamieat{one per district)
organized and aware of the importance of sustanabé of natural resources; (v) at least 5 commwnrijanisations
dedicated to eco-business (i.e. community-basedertarprises), which generate revenues throughptheision of
products with an emphasis on sustainable use ofalaesources; and (vi) incorporation of these-eai@rprises into the
green market, through the sale of green label mtsdu

Geographical priorities for this component are Watersheds of the Rio Santamaria and Rio San Padgether with
other watersheds located within the project aeagtrefined during project design.

Component 2: Capacity building for monitoring and reporting on carbon stock and changes

The technical capacities for the monitoring andrépg on carbon stock and changes at both themetand provincial

levels will be enhanced. Capacities to be stremgitiénclude the mapping of LUCF zones (includinggainventory and
remote sensing techniques), as well as the measuntayhcarbon sinks and flows in various land ystesns. Within this

component, information and data related to the gharin carbon stocks will be compiled in order dgilftate the

preparation of communications to the UNFCCC. As@ad sub-component, the project will pilot the astchnologies

for those persons responsible for the monitorind eaporting of data for forest management, pamidulregarding

carbon sequestration. Possible technologies indjlmgal information systems (GIS), sequential phsgdes, and other
digital visualization techniques. The project willso promote the collection of relevant data thlouge use of
community, participatory monitoring techniques dmchl knowledge. Finally, the project will promai@vareness-raising
and technical capacity amongst smallholder farnGeasticularly women and youth) on the themes oféhgironment
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and climatic problems associated with agriculturd BUCF. This activity will thus complement othestigities within
this component, and within Component 1.

Outputs: (i) Training and capacity building of aast 30 persons at the national and provincialldevecarbon data
gathering, methodologies and tools through at |Bastorkshops/training sessions/seminars; (ii) syaté&c monitoring
and measurement of carbon stocks and fluxes; #iijareness-raising and capacity-building activitiesg. for
participatory monitoring) for local authorities ashall-holder farmers in at least 5 project dissic

Project area The GEF project will work within the same distsi®f the province of Veraguas as the IFAD Proyecto
Participa loan project, and may extend to othefridis if deemed necessary. Certain activities cétp building for
monitoring) will have a national scope.

Institutional arrangements: The project will be executed as an integral congmd of the Proyecto Participa, adopting
the same operational guidelines. The specific odleach agency (ANAM, MIDA, IFAD, etc.) will be defd during
project formulation.

Financing: Total project costs, for a planned duration afrfgears, is USD $13,95m, of which the GEF wilkfite USD
$1,5m. The remained, USD $12,45m (89.25%), will deefinancing from IFAD, the Government of Panamad a
beneficiaries through the Proyecto Participa assediwith this project. Furthermore, the projequests funds from the
GEF for the Project Preparation Grant (PPG) fartal tof USD $100,000. Sufficient co-financing fanoject formulation
will be secured through IFAD and the GovernmerPafama.

A.4. Expected Global Environmental Benefits

The project is expected to generate as a minimenfiolfowing global environmental benefits:

(a) Reduction in GHG emissions and increase inaagequestered;

(b) Climate change adaptation and reduced vulnérsakihese benefits will be obtained through actigitieat diversify
the economy (e.g. agroforestry), and through aatimu in pressure on critical natural resourcesesehactivities will
contribute to reducing the economic vulnerabilitytee local population to climatic changes;

(c) Improved soil fertility and erosion contrdReforestation activities will contribute to sddrmation and erosion
control, and will reduce the formation and sprefgamd dunes;

(d)Improved water conservation measuf@oposed activities (reforestation, agroforestonservation agriculture) will
improve monitoring and control over watersheds thedwvater cycle.

B. DESCRIBE THE CONSISTENCY OF THE PROJECT WITH NATIONAL /REGIONAL PRIORITIES /PLANS:

The Government of Panama has ratified the prinaipaltilateral environmental agreements, includihg tYNFCCC
(1995), the UNCCD (1996) and the CBD (2002), ansl fr@pared the required strategies and plans faeimentation of
the said conventions. The proposed project is alggned and coordinated with Panama’s principaional and
provincial strategies and policies (both social andironmental). The principal strategies and pediénclude:

. Strategic Vision for Economic Development and Egmpknt to 2009The first of three pillars for the Strategic
Vision is to reduce poverty and improve income ribistion in Panama, and poor land management haa be
identified as an obstacle to achieving this. Traqmt will address this first pillar through theopdion of sustainable
land management techniques in the project target ar

- National Strategy for the Environment 2008 — 201Be project has been aligned to address theit®iof this
strategy, which include reducing deforestation &aod degradation; and developing environmental daape
planning. A specific objective of the National $&gy is to encourage reforestation and agroforesirgss Panama.
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- National Plan for Forest Development: Sustainabtedst Model (2008)Project activities are aligned with both the
Strategic Obijectives, and Strategic Actions of PlEn. Strategic Objectives include the promotibfooest land use
planning and management (which includes the resoraf functioning watersheds); and the promotithe
economic valuation of ecosystem goods and seriiiciesest resources.

- National Action Programme against DesertificatiamdaDrought in Panama (PAN, 2004 pecific objectives of the
PAN, to which this project is aligned include: i@ducing degradation/loss of production land caumsesloil erosion
and unsustainable grazing; and (ii) increasing l&ewd awareness and education, in order to fatglieffective
participation in all areas of Panama society.

- First National Communication to the UNFCCC (200BYoject activities have been aligned with recomdadions
and strategic priorities of this Communication aethted policies. Reforestation has been identifisda priority
climate change mitigation option for Panama. Acoagdo the soil classification system employed iy Department
of Agriculture, USA (USDA-SCS), approximately 75%f ahe surface area of Panama is suitable for
forestry/agroforestry purposes. The Communicatims recommends the promotion and support to tlabletiment
of forest plantations, where suitable. 11 of 12ridits in Veraguas Province have been identifiegrasrity areas for
reforestation activiti€s Veraguas is also one of three most suitable poes (together with Darien & Chiriquf)
identified as having the best opportunities foibcarcapture through reforestation activities

C. DESCRIBE THE CONSISTENCY OF THE PROJECT WITH GEF STRATEGIES AND STRATEGIC PROGRAMS:

The project conforms closely to the GEF's Operati®trategy, together with the objectives and keleactivities under
the Climate Change Focal Area. In particular, thejget will support Strategic Objective Bis, “To reduce GHG
emissions from land use, land use change, andtifpr@s/estments that generates mutual benefitstiier global
environment and local livelihoods”. Expected outesnwill include global benefits from reduced GHGissions from
land use, land use change, and forestry, as weticas benefits for the communities from applyingdadisseminating
sustainable management practises within forestotmed land.

The proposal fits into Strategic Program 6, “Mamaget of Land Use, Land-Use Change and Forestry (LCIE) as a
Means to Protect Carbon Stocks and Reduce GHG EBms$Ss supporting national programmes for GHG einiss
reductions, through: controlling deforestation dotest degradation; reducing the creation of fofésges caused
through poor land use planning and illegal loggirmgnd increasing carbon sequestration through retfatien.
Furthermore, the project will support capacity tiny for the monitoring and reporting on carborcktand changes. The
project also enhances the resilience and increéhsesapacity of local communities within the projacea to cope with
the adverse impacts of climate change (adaptatidn$. project will also indirectly support the GEristainable Forest
Management (SFM) Strategic Framework.

D. JUSTIFY THE TYPE OF FINANCING SUPPORT PROVIDED WITH THE GEF RESOURCES
Not required
E. OUTLINE THE COORDINATION WITH OTHER RELATED INITIATIVES

This project will seek collaboration and coordipatiwith other suitable GEF-financed projects in ¢bentry, and at the
regional scale. At present, there are no other @Giffects under formulation in the climate change kmd degradation
focal areas in Panama, however the proposed proggiseek linkages and coordinate, if approprisitd, on-going GEF
regional activities, namely tHerogram for the Consolidation of the Meso-Ameri&ialogical Corridor, a biodiversity
focal are project currently being implemented by A particular entry point for liaison and coltabtion will be
through this proposed project activities on ecagnises, which may take place within protecte@dsuand/or their buffer
zones, and is thus of importance for biodiversagservation. In this regard, the proposed projexy also seek linkages
with the World Bank/GEF region&coEnterprise Fungroject.

® Autoridad Nacional del Ambiente, Panama (2000mBra Communicion Nacional Sobre Cambio Climatico.
"Hughes, W, Alpizar, E. & Diaz, R. Panama — Freit€ambio Climatico. Serie Centroamericana de besgucambio climético.
FAO, 2003. 6



The GEF has also financed, through UNEP, the patiparof the National Capacity Self-Assessment (NLBr Global
Environment Management. This proposed project wdlordinate and ensure complementarity with thejeptp
especially regarding the capacity-building and técdl assistance activities, in order to avoid @aion.

F. DiIsSCuUsS THE VALUE-ADDED OF GEF INVOLVEMENT IN THE PROJECT DEMONSTRATED THROUGH INCREMENTAL
REASONING

At the national level, the Government of Panamarhade considerable advances in developing a rang@lioies, plans
and strategies on combating land degradation dnthiel change. These include recognizing the impoeaf tackling
unsustainable land management practices to overcorakpoverty in its Strategic Vision for Econondevelopment
and Employment to 2009; and providing recommendatigolicies and plans to combat land degradatimhdimate
change through the National Plan for Forest Devalagt; the PAN, and the'National Communication to the UNFCCC.

However, at the provincial level, there is a latlw-the-ground initiatives which focus on implertieg these initiatives,
despite there being an urgent need to do so. IPtbeince of Veraguas, intensive land use and sdashburn practices
has led to significant deforestation, with the tethat natural forests now occupy only 26% of grevince's surface
area. Environmental problems within the province alt related, and inter-linked: erosion and laedrddation due to
agricultural practices on inappropriate soils (el within the district of Canazas); loss of bigersity due to
deforestation; degradation of watersheds; and urated mining. All these processes result in haghissions of GHG
(carbon dioxide, methane; nitrogen oxide) and Sicamt soil fertility losses.

This proposed IFAD/GEF project will operate in S@me target districts as that of the IFAD-finanBedyecto Participa,
which acts as the baseline. The overall goal ofRheyecto Participa is to significantly reduce lsvef poverty and
extreme poverty of rural people, by seeking torgitieen local capacities, participation, organisgtimarkets and rural
enterprises as a means to increase income levalsustainable way. Producer organisations & nmecrwepreneurs will
be facilitated to assess the market potential sdlacted group of products through a process aftiiag by doing”, and
the project will promote, strengthen and modertiimeeconomic organisations of smallholder farmiersrder to reduce
transaction costs and achieve more efficient pribcluprocesses and marketing

However, these initiatives do not address climdtange or land degradation issues. Under the baseBRG will
continue to be emitted through LUCF and inappraeregricultural practices, and accompanying langratation and
soil erosion will continue to degrade the Provisce/atersheds and watercourses, and lead to fuld@ines in soil
fertility and agricultural productivity. As suchis proposed GEF project is incremental to the lbaseas it will promote
the sequestration of GHG emissions which are ctiyreoeing released through deforestation and ingmimte
agricultural practices. Measures will promoted tloe sustainable use of soil, which will both ine®edts sequestration
potential and improve its structure and fertilifyhis is expected to contribute to increased agdricall productivity;
diversified sources of revenue; improved nutritiang the provision of various natural resourceserily unavailable.



G.

I NDICATE RISKS, INCLUDING CLIMATE CHANGE RISKS , THAT MIGHT PREVENT THE PROJECT OBJECTIVE (S) FROM

BEING ACHIEVED , AND IF POSSIBLE INCLUDING RISK MITIGATION MEASURES THAT WILL BE TAKEN

RiskK LEVEL MITIGATION STRATEGY

1. Lack of institutional support: the partner Low The project has been requested by the govern(&RAM),

institution (ANAM) and other sections of and includes within its proposed activities at bt national

government may inadequately support the project and local levels, taking into considerations pties and

throughout its lifetime. recommendations within the First National Commutiicato
the UNFCCC and the National Action Programme to the
UNCCD.

2. Lack of national capacity: institutions have Low The partner institution, ANAM, is consideredeoof the most

inadequate capacity to adequately implement project effective and capable environmental agencies withénregion.

activities With regard to mitigation activities, capacity-tiilg activities
are incorporated into the proposed project.

3. Lack of sufficient participation by smallholdéns | Medium | The project will provide technical assistatagether with

agroforestry/reforestation activities practical demonstrations, in order to demonstiaeiumerous
co-benefits (economic, social, and environmentatyugh
activities such as non-aggressive reforestatioroanidrough a
combination of agroforestry/conservation agricidtoreasures

4. Lack of project sustainability: there is a it a | Medium | The project will strengthen both the naticarad provincial

lack of adequate financing and capacity for institutional capacities, to ensure that techn@egind the

implementing activities after the project lifetinmeay necessary knowledge for the continuation of progetivities

occur can be transferred to the relevant institution®teefhe end of
the project lifetime

5. Impacts of climate changaccording to the T High The project will mainstream measures to miginisks

National Communication to the IPCC (2007),
Panama is likely to experience increases in

temperature and associated decreases in soil water

which will lead to ecosystem changes, with senttz
vegetation being replaced by arid-land vegetation
Moreover, Panama is likely to experience altered
frequencies of extreme events. Heavy precipitatio
events, and areas affected by drought, are likely t
increase — with major projected impacts on
agriculture and forestry systems (soil erosiongllan
degradation, increased water stress). Project
activities, such as reforestation and agroforesiny,
at risk from projected climate change impacts.
Lower land productivity may increase unsustainal
land and forest management activities, and may
compromise or dilute benefits from proposed proj¢
activities.

Al

le

pCt

associated with climate change, including throughraness-
raising of beneficiaries and the careful selectibthe project
sites for implementation of activities — all indinvith
recommendations within Panama’s First National
Communication to the UNFCCC, and the National Ftein
Forest Development: Sustainable Forest Model (2008)
Furthermore, the proposed project activities wilhance the
resilience of target ecosystems to climate chafige.
promotion of agroforestry systems will reduce puesn
natural forests and other land use types, andecgzatter
system resilience. Diversified production deriveahi
agroforestry systems and other sustainable lanchgeament
techniques will also contribute to reducing riski gmomoting
adaptation to climate change in local communities.

H. DESCRIBE, IF POSSIBLE, THE EXPECTED COST-EFFECTIVENESS OF THE PROJECT:

The project will be designed in order to delivestsinable rural development, and to facilitate icglility and up-scaling
of project interventions beyond the target areatbHeumore, the project design will ensure sustdlitaland operational
impact over the long term. Lastly, the project \eitisure cost-effectiveness, through the selecfidineomost appropriate

alternatives available.

H.1: Project Approach: It is worth noting that rgiting climate change in the LUCF sector is a nediit new approach,
and the available methodologies have not yet bdequately assessed. However, the Intergovernmiated! on Climate
Change (IPCC, 2007) considers that forestry andfaggstry sectors are key mitigation technologi@sently available.
Reforestation of abandoned agricultural lands aasiypes in humid regions is estimated to sequagi@oximately 6.2

8



tons of carbon/hectare/year (over the first 20 spaand agroforestry systems are estimated to seguest— 3.5 ton of
carbon/hectare/yearThey also offer one of the greatest potentiatsclist-effective carbon sequestration in developing
countries. For example, the restoration of soild degraded land through the adoption of sustainablé management
techniques is estimated to cost approximately UStéfs of CO2 equivalent/yégrand estimated costs for reforestation
in the region is between US $17 -25 tons of CO2vadent™. In comparison, the IPCC (2005) estimates the afssing
carbon capture and storage (CCS) technology at20S-270 tons of CO2 equivalent/yéarOn-the-ground investments
in reforestation and agroforestry in the Provint&eraguas are thus a highly cost-effective mednmsitigating climate
change.

At the national level, given that the LUCF is resgible for over 60% of GHG emissions, Panansal™ National
Communication to the UNFCCC identified reforestatias a preferred option for mitigation. Panansaestimated
potential contribution to carbon sequestration mythe period 2003 2012 is 80 million tons of CO2 equival&htwith

the Province of Veraguas (together with Darien @fdriqui) considered to have the greatest suitability farbon
sequestration through reforestation. Project amivifocusing on capacity-building in carbon stanknitoring at the
local, provincial and national levels thereforerespond to current and future needs and demand.

The project approach is also cost-effective bechosie agroforestry and forestry activities can secuultiple objectives
(economic, social, and environmental). These ds/significantly strengthen adaptation to climettenge, in particular
through reducing vulnerability to disasters, whisttifficult to quantify in economic terms. Thesenefits, economic or
otherwise, will significantly exceed initial invesent costs of this project.

H.2. Baseline activities and project managemenseBae activities will contribute to minimizing theosts (institutional
set up, monitoring and evaluation, capacity buidietc.) while maximizing the outcomes. Also, thejgct will be
blended with the IFAD-supported Proyecto Participharing the management structures and resourceer uhe
coordination of ANAM. Joint supervision and implemtetion support will also contribute to cost-effiocy.

I.  JUSTIFY THE COMPARATIVE ADVANTAGE OF GEF AGENCY:

I.1: IFAD’s comparative advantage on climate change

IFAD is an international financial institution amdspecialized United Nations agency dedicated adiegting poverty
and hunger in rural areas of developing counttissgoal is to empower poor rural women and memlémneloping
countries to achieve higher incomes and improved feecurity. In this way it will contribute to thechievement of
Millennium Development Goal # 1: the eradicatioregfreme poverty.

IFAD’s engagement on climate change stands by theige that poor rural people should be empowesealdapt to
climate change, while contributing to its mitigation line with sustainable development goals. Itairmfocus is
community-driven adaptation and mitigation, as veslisustainability of rural development in the Idegn, in a context
of increased climate variability.

Based on its comparative advantage, IFAD’s supporthe mitigation is centred on agriculture-relatedorities
(agricultural production, forestry and livestock). particular, IFAD has a strong experience in fooain areas: (i)
improvement of agricultural techniques and techgiels; (i) community-based natural resources mamagé; (iii)

8 Silver et al. (2000) The potential for carbon sesjration through reforestation of abandoned tedgigricultural and pasture lands. Restoration
Ecology 8: 394-407.

® Montagnini, F. and Nair, P. K. R. (2004). Carbenusestration: and underexploited environmental fitevfeagroforestry systems. Agroforestry
Systems 61, 281-295

19°smith, P. et al (2008). Greenhouse gas mitigatiayriculture. Philosophical Transactions of they& Society B: Biological Sciences 363: 789-
813.

11 «A Review of Recent Studies on Cost Effectiveneis&HG Mitigation Measures in the European Agrodairy Sector”; F.Bosello, C.Giupponi,
and A. Povellato. Fondazione Eni Enrico Mattei (200

12 |pCC (2005). IPCC Special Report on Carbon Dioxidgture and Storage. Prepared by Working Grougf the Intergovernmental Panel on
Climate Change. Metz, B., Davidson, O., de ConitkC., Loos, M., and Meyer, L. A. Cambridge Unsity Press: Cambridge, UK, and New
York, NY, USA.

18 Hughes, W, Alpizar, E. & Diaz, R. Panama — Frait€ambio Climatico. Serie Centroamericana de besgucambio climatico. FAO, 2003. 9



livelihoods diversification to reduce risk; and )(ivisk-preparedness and coping with disaster ingpaaocluding by
managing weather-induced risk and hedging farmgaat vulnerability. As agriculture has been iifeed as a priority

sector of intervention in most National Communieas to the UNFCCC, IFAD can play a key role in rsi@aming and
supporting adaptation in this sector, while conttifig to mitigation through better soil and landnagement. In this
context, IFAD also plays an important role in imghg and enabling development priorities that @mpatible with

climate change adaptation into national policiE&\D plans and executes agricultural projects baseldcal and national
priorities, providing funds for their execution digh loans and grants. Through these operatior&D Iprovides

automatically for co-financing and baseline for thterventions, satisfying tredditionality reasoningf the GEF.

I.2: IFAD experience in Panama

IFAD has been present in Panama for 25 years, stipgoural development through various investmaojects totaling
approximately USD $200 million. During this peridé&AD has gained considerable experience in thesldpment of
successful projects in marginal zones, which hle¢prhost vulnerable rural poor to overcome povelgrtain areas in
which IFAD demonstrates a comparative advantageidec (i) reducing poverty through income-genemgtattivities,

targeted in areas with higher incidences of poveity a clear mandate to work with the poorestugp® including
indigenous communities, ethnic minorities, and woméii) community development, with an emphasis te

management of natural resources; and (iv) estaldjghartnerships with key institutions at both cahéind local levels,
and together with other national and internati@tabrs.

Included within priorities established through t(RAD’s Result-based Country Strategic Opportunities PEPOSOP)
for Panama are the generation of opportunitieshfiepoor; reducing inequalities in gender and ingptine strengthening
of local institutions and the empowerment of sogi@ups. The sustainable management of naturalires® is a cross-
cutting component of all activities undertaken BAD in Panama.
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PART III: APPROVAL/ENDORSEMENT BY GEF OPERATIONAL FOCAL POINT(S) AND GEF AGENCY
(ES)

A. RECORD OF ENDORSEMENT OF GEF OPERATIONAL FOCAL POINT (S) ON BEHALF OF THE GOVERNMENT(S):
(Please attach the country endorsement letter(s) or regional endorseinent letter(s) with this template).

NAME POSITION MINISTRY DATE
Ligia Castro de Minister on matters related to the | National 23 June 2009
Doens Conservation of the Environment; | Environment

Administrator General of Authority (ANAM)

National Environment Authority

B. GEF AGENCY(IES) CERTIFICATION

This request has been prepared in accordance with GEF policies and procedures and meets the GEF criteria for
project identification and preparation.
Agency Coordinator, Project
Agency name Signature Date Contact Telephone Email Address
- Person
Elwyn Grainger-Jones o Mr. Jests (+39) j-quintana@ifad.org
Executive Co-ordinator q, 4/ Quintana, 06.5459.
Global Environment and 1 Program 2210
Climate Change Unit Manager
(GECC) GECC Unit,
Programme Managementc PMD, IFAD
Department (PMD)
IFAD
Please do not forget to copy the IFAD/GECC Registry on official communications GECCRegistry@ifad.org
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