
Agrccnrcnt on Dctrt-for-Dcvelopnlcnt Sn'ajl
b chv ccn

thc Gol'crlllncttt of thc Socialist Itepublic of \/ictnam
and

the Government of the Italian Republic

.fhe 
Govcrrulteut of the Socialist Itepublic of Vietnam and

Italian ltcpublic. lrcreinafl.cr referrcd to as the "Parties", u,ith a
bilatcral co-opcration and rclieving Vietnamese debt burden,

thc Govcrrunent of thc
vier.r' of pronroting thcir

uftcrcas according to the Programming guidelines and directions of the Italian
Devcfolrmcttt Co-opcration for the three-year period 2010 - 2012 ancl to the
Agrecntent on Dcveloptnent Co-operation betrveen the Government of the Italian
Itepublic and the. Governrnent of the Socialist Republic of Vietnam, signed in Milan
on December l2tl'2009, the ltalian Co-operation will continue to be inspired by the
achievement of the Millenniurn Development Goals, in particular those concerning
poverty reduction, health, sustainable development and protection of the environment
and consistcnt u'ith the Vietnamese Social Development Plan (SDP).

considering that in order to reduce aid fragrnentation and maximize the value added of
each donor, the above mentioned Programrning guidelines liave identified a limited
number of priority sectors, anlong those is environmerrt,

bearing in mind that the tlrrec-year programming of the activities of the Italiap Co-
operation will take into account the framework of priorities laid down by the G8, that
is tltc incrcasing incorporation of development and environmental protection into co-
operation policies. Within this framework, the issue of climate change will rernain a

' key focus of the ittternational community's concerns and of the Italian development
co-operatioll over the'lrext three years, especially in the sectors of adaptation and
mitigation, {brcsts (spccial attention^will be given to forestation-reforestation projects
that have a sigrrifichnt impact on CO2 reduction and the promotion of biodiversityj anO
dcscrti fication,

r.vhereas following the Copenhagen Accord and rvithin the frarne'work of the European
Union, the Government of the Italian Republic recognizes the need to assist tlre
achieveltrcttt of tangible rcsults in both adapting to climate change and mitigatirrg its
effccts, as far as addressing climate change in development efforts is necessary to the
attairttttcttt of thc Millcnnium Dcvclopmcnt Goals. To this extent the Goverruncnt of
the ltalian ltcpublic recognizes the importance of promoting sustainable managcnrcrrt
and planning of forests and biodiversity, that may complemcnt the aints and objectives
of national forest prograrllmes, and of increasing capabilities for incorporatirrg clinratc
change considcrations into forest governance.

cotrside ring that environmental protection nrust c.o-ordinate harnroniously rvith
ccottonric dcvcloplttent and cnsurc social progress in order to achievc national
sustainablc deve lopment. Protection of the national environment must be associated
with protection oIthe rcgional and global environrnent,

rccallitrg that in tltc Anttcx to the above nrentioned Agrcenrent on Developnrent Co-
opcratio'tt, thc l)artics agrccd to negotiatc a dcbt swap agrecurcnt for a nraxintunr of l0



l.l

rnillion Euros and that this aruount will bc -eranted for the.intplcnrentation of
dn'clopnrcnt co-opcration projccts u'ith a participatorl'approach of local communities
to bc jointly sclcctcd by thc tr.r,o Covcrnlt'rcnts in prioritl' scctors focuscd on social-
ccotronric dcvclopnrcrrt and cnvironrncnt protection in poor areas,

liavc agrcccl to thc followirrg:

Article I
Scope of the Agrecment

Tlte prescltt Agreemcnt consists of 7 Articles and I Annex, which fonns arr

intcgral part thcreof.

This Agrcerncnt rclates to Dcbt-for-Development Srvap operations of Official
Development Assistance (ODA) bilateral debt owed by the Goverrunent of the

Socialist Rcpublic of Vietnam to the Governrnent of the Italian Republic and

cstablishes proccdures for thc implementation of such operations.

This Agrcement shall appll' to the installnftnts of the loans listed in Annex I
(principal and interest) due starting from the date of entry into force of the
present Agreement. The amount of debt subject to swap operations shall not
cxceed Euro l0 (ten) million. 't

Any otltcr present and future debt owed by the Goverrunent o[ the Socialist
I{epublic of Vietnarn to the Governnrent of the Italian Republic renrains
unalfectcd bv this Agreement.

The Paftics agree that funds resulting from Debt-for-Development Swap
operations shall be used to finance development projects and acknowledge the
need for thcse projects to be additional with respect of the existing Vietnamese
developnrent budget.

In consideration of the impodance of environment protection in Vietnanr, which
will be onc of the world countries tq be most affeited by the effects of climate
change, the Parties agree to focus on the sector of eco-region/biodiversity
colrscn'ation and forcst protcction, as in the context of clirnate change, forestry is
gcncrally seen as a greenhouse gas mitigation action, while coastal forcsts
(cspccially nrangroves) have evident advantages for disaster risk reduction and

also Ibr thc maintenance of aquaculture and other local livelihoods.

Projecls eligiblc for swap operations shall be financed by the Coverrunent of tire
Italian Republic through this Agreement and shall be related to jointly agreed

social aud dcveloprrrurt projccts and programmes. Parlies agree tlrat the prescnt

debt srvap Agrecrnent shallimply a high degree of involvement and participatory
approach of local comrnunities and local organisations active in thc field of
dcvclopnrcnt and environment protection. as the best guaranlee for a sustainable,
self-directed, bottom-up driven process of social - econornic developmcnt.
Projects financed through this Dcbt-for-Dcvelopment Srvap Agreement sirall
thercfbre combine the enhancemcnt of lbcal livelihoods with tlrc sustainable

nt ana sclll cnt o f natura I rcsoul'ccs.
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2.1

Article 2
Dcbt-for-Dcr'clopmcnt Su'ap proccclu rcs

tJpon thc cntry into forcc of the present Agrcemcnt, thc outstanding anrount duc
(principal and interest) of thc loans as listed in Annex I shall be suspended up to
a maximuur amount of Euro l0 million. At the same time the Govermrent of the

Italian l{cpublic shall communicatc to the Government of the Socialist Republic
of Vietnanr, through an exchange of letters, a plan containing the detailed list of
thc instalhncnts (principal and interest) refened to the above outstanding amount
to be cancelled.

Upon thc entry into force of the present Agreement, the Goverrunent of thc

Socialist Rcpublic of Vietnanr shall establislt a Counterpart Fund (CPF) at thc

State Bank of Vietnarn in the name of the "ltalian - Vietnamese Debt Swap

Agrccnrcnt - Managcment Committce".

I'hc Government of the Socialist Republic of Vietnam shall deposit into the

Counterllart Fund (CPF) the amount prolided for in Article L3 in tltree equal

annual installments. Each annual instailment ihall be converted in Vietnamese

Dong (VND) at the exchange rate EURO/VND quoted by the State Bank of
Vietnam on the same date of the deposit of the installment, The first installment
shall bc dcpositcd within 6 nronths aftcr the entry into force of this Agrccmcnt.
Thereaftcr, the Governmcnt of the Socialist Republic of Vietnam shall credit the

CPF on June 30tl' of each year.

f'he State Barrk of Vietnam slrall communicate through the Italian Embassy to

tlic Ministry of Forcign Affairs - Directorate General for Developnrent Co-

operation (MFA-DGDC) and to ltalian Financial Institution (IFI) marrager of
ODA loans, within 15 days frorn deposits, the following information:

2.6.

the amount in Vietnamese Dong (VND) deposited into the CPF and the

exchange rate utilized (the relevant adrninistrative docutnents showing

the atnount deposited shall be attached);
- the outstarrding amount in the CPF and interest accrued (if any).

Within l5 days fi'om the receipt of the above infonnation, the Italian Firrancial

Institution shall give to the State Bank of Vietnam an acknowledgement of the

corrcctncss of tlie arnount deposited in the CPF.

At the cnd of thc validity period of the Agreement, specified in art. 7.2, all
anrount credited to thc Counterpart Fund and disbursed on eligible projects shall

be considcrcd as cancclled, provided the positive verification of the

Managcrncnt Conlmittce on caclt projcct's acitievements.

Within 30 rvorking days liom the notification by the ltalian Financial Institution,
thc Govcrrrncnt of the Socialist Republic of Vietnam shall pay to thc

Governrnent of tlre Italian Rcpublic all amount credited to the CPF and not

disburscd on eligible projects (equal to the outstanding atnount on the CPF) at

thc sanrc original exchauge ratc. Interest accrued bar late interest shall bc

payablc.



2.1. l'hc ts,o Parties shall audit the accounting management of.the Funds through an
cxtcrnal auditor. Auditing cxpenses willbe cirarged to the CPF. In case of scvere
rurisnranagoncnt of thc Funds the Government of thc ltalian Republic rescn/es
thc right to tenninate this agrcement.

t.

Articlc 3

EIigit)le Projccts

I;unds rcsulting fi'orn dcbt-swap operations
accrucd intcrcsts, if any, shall be used to
pro.iects. An alnount of maxirnum 2,5 % of
lhc bcneficiaries on projcct formulation and

and deposited in the CPF, including
{-tnance jointly agrced dcveloplnent
the CPF could be allocated to assist
monitoring.

Eligiblc pro.jccts shall promote poverty reduction, socio-econornic sustainable
devclopment and environmsntal protection in the Provinces of Central Vietnant
and shall be identified, through calls for proposals, in compliance with Article
1.5 above and with the principles and guidelines agreed upon by both Parties
rvithin the lramervork of the aforementioned Agreement on Development Co-
operation, and its Annex. 

"!

Priority shall be accorded to projects focusing on the sector of eco-
region/biodiversity conservation and forest protection, in a context of verifiable
social parLicipation of local communitics and environmentally sustainabic
resource use. Projects shall be targeted to ProvinceslDistricts with the highest
poverty rates. The funds resulting from debt swap operations collected in the
CPF slrall be assigned equitably to projects defined at local level and subrnitted
to the Government of the Socialist Republic of Vietnam by Local Governmental
Entities. local community-based organisations active in the field of development
and environrnent protection, Vietnamese and/or Italian Non Governmental
Organisations or channelled through relevant UN Organisations. Tlre
cornprehensive budget of each selected project shall be between the equivalent
of Euro 250.000,00 and Eu.ro 1.000.000,00. At least the 5 % of the

conrprehensive budget of each project shall be financed by local contributions
(cash and/or in-kind).

'l'he Govcrnrnent of the Socialist Republic of Vietnam shall submit to the

Managcnrerrt Committee rcfcrred to in Article 4 the projects to be financed,
providing, for each project, a project description, including, where appropriate,
anticipated quantities, costs and the timing of subsequent stages. During thc

intplerrrcntation of sclected projects, it shall submit a six months progress report

including disbursements made for each project during the previous year and a

lrnal rcport on each project financed undcr this Agreement. During tlre

irnplcnrcntation of the projects, the Italian party is entitled to carry out
monitoring activities in order to evaluate the conforntity of single projects to tlte
cligibility critcria and to their foreseen costs; upon request, the local
countcrl;afls shall madc available contracts related to the implcntentation oI
works. invoices and oavrncnts reccipts and any other required document.

Itr.r.iccts inrplctttcnted Lurdcr

fi narrccd bv tire Govcnrnrent
this Agreernent shall bc

cf the Socialist Rcpublic

o 
''
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prescntccl as .iointly
of Vietnarn and tlre



4.1

Govcrntncrtt of the ltalian Rcpublic and shall be implemented according to the
Agreenrcnt on Dcr.'eloprncnt Co-operation. signed in Milan on December 12"'
2009.

l.(r. ltrvoiccs attd crthcr docuttrcttts relating to thc projccts shall be kept on file for
fir,e years aftcr project cornpletion and shall be rnade available to the Partics
uporr thcir rcqucst. fhc ltalian party is cntitled to visit project sites during and
after their imnlementation.

3.7. A'fcchnical Agrccrnent shall be negotiated betrvecn the Parties to regulate in
dctail, in accordancc u,ith tlre present Agreernent, procedures for selectiolt
llrrarrcial ulanagcn'lcnt and rnonitoring of the projects.

Article 4
Nlanagcmcnt Committte

n Management Committce is establishcd for the implementation of this
Agrecmcnt and is composed of:
' on behalf of the Government of the Italian Republic, H.E. the Ambassad6i

of the Italian Republic to the Socialist Republic of Vietnam or his/lrcr
representative, assisted by members of the Italian Embassy and/or of the
MFA-DGDC, tlrrough the Italian Co-operation Olfice in Hanoi, as the case

nray bc;
. on behalf of the Government of the Socialist Republic of Vietnam,l{.E. the

Ministcr of Planning and Investment or his/her representative, assisted by
representatives of the Ministry of Finance, of the State Bank of Vietnam,
and of the othcr relevant Ministrics and/or organizations, as the case may
be.

l'hc Manasement Committee. assisted bv thc Technical Committce mentioncd in
Article a.5l shall have the foliowing tasks:
- to rnonitor thc implementation of the present Agreement;
- to select projects to be financed in accordance with the present Agrcenrent

and with agreed criteria for projects' selection;
- to verify the situation of the CPF, the amounts of funds to be transfercd

lrorn tlre CPF to the Project Accounts;
- to Inonitor and approve the projects' implementation through field visit and

evaluation of the following documents: Six-monthly Project Progress
I{cport (technical and financial); Final Report (upon conclusion of the

project); Amual Financial Auditing Report on each project, prepared by an

cxternal auditor, sclected by the Management Cornrnittee, whose costs rvill
be ascribed to the CPF;

- to inform the Parties on the selected projects and on technical/financial

llrogrcss of proj ects;
- to verify pro.iects achievcnrents.

'[hc Managctncnt Conrmittce shall provide thc Parties with a bi-annual progress

rcport on each selcctcd project describing the activities carried out and relativc
disburscntcnts occun'ctl in thc previous period, giving also infonuation of
otrtstalrdirrc allrount in tlrc CPir.



T'hc N4anagcntent Committee sltall nreet everl' six months ancl shall operatc
according to rulcs and proccdurcs that rvill be iointly established by the Partics.'fhc first nreeting shall be held within thrce
this Agrcenrent. 'l'hc first batch of projects
altpl'ovcd in tlris rneeting.

nronths from the entry into force of
shall be presented and, if possible,

1'hc Managcnteltt Committcc shall bc assisted b1' a Teclurical Committec. whicS
shall:
a)

b)

propose to thc Management Committee the criteria for projects'
sclection:
prc-sclect projccts and approve Project Documents including:
objectives, activities and results, overall working plan and first year
annual working plan. institutional framework and implementation
rnodalities, financial plan and budget, including a detailed yearly brcak-
down of costs, teclurical annexes (i.e. Feasibility Study);
evaluate proj ects' irnplementation.

'fhc Tcchnical Cornmittee will be composed by one representative for each of
thc follorving: the ltalian Development co-operation office in Hanoi, the
Ministry of Planning and Investrnent of vietnam, a vietnamese organisation
active in the field of development and environment protection jointly selected by
the Parties. Such committee will operate according to rules and procedures that
will be jointly establishcd by the Parties rvithin three months startirrg frorn thc
entry into force of the present Agreement.

Article 5

Arnendnlents

c)

5l 'ilrc prcsent Agreement and
I-,cttc rs.

its Annex may be amended tluough Exchange of

Article 6

D isp u tcs

6.1 Any disputc between the Parties regarding the interpretation or application of
the provisions oI thc present Agreemcnt shall be settled through diplomatic
chaunels.

Article 7

Entr)' into force antl effectivcncss

'l'hc prcscttt Agrcentcnt shall enter into force on the date of tlre reccipt of thc last
of thc tr.vo notifications by rvhich the two Contracting Parties shall forrnally
havc conrmunicated each other that their respective intcrnal proccdurcs have
becn colnplctcd.

7.1

Thc llrcscut Agrcenrent shall renrain in force
installrncnt is dcpositcd in thc CPF. Its extcnsion
in casc {unds allocalcd to spccific projccts and
spcnt bv thc cxlliration datc.

until two years after the last
ntalr bc nrutually agrccd upon,
acti'v,itics have tlol. bcen fu llt'



In rvitncss tlrcrcol, the undcrsignccl Representatives bcing duly authorizcd thereto b-v

tlrcir rcspcctivc Govcrnllcnts havc signcd the present Agrccnlcnt.

in trvo originals in thc E,nglish

For the Covernlncttt of the

Italian Republic

f)orrc irr iL)t {in t , b# i; orl

larrguagc

I;or the Govcl'nntcttt of thc

Socialist ltcpublic of Victnant

lrl
#eryffi"
I

,1/ltl
,i I

The lt,linister*1 
I{. E. Frdnroil;,i\IL\l
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*

l'lreYa-nding Vice Minister of F tnattcc

I.l.lr. Nguyen Cong Nghicp


