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STRATEGIC CONTEXT AND RATIONALE

A. Country and sector issues
1. The Tien Shan mountain range covers most dkyingyz Republic, southern Kazakhstan, and
smaller areas of Uzbekistan, China, and Tajikistéuis territory plays an exceptional role in congay
biodiversity and maintaining environmental susthility in Central Asia. In 2004, Conservation
International (Cl) identified the Tien Shan rangead'biodiversity hotspot” based on the high nuratur
endemié species and the significant level of threat—thecemtration of species in Western Tien Shan is
63 times higher for birds and 37 times higher fanmmals than the average for Central Asia.

2. The Tien Shan is an oasis surrounded by vastad semi-desert plains particularly to the north,
producing conditions conducive to high biologicalatsity. Ecosystems range from glaciers to deserts
creating exceptional habitat diversity and endeniiserelatively small part of Central Asia. Wintthat
travel undisturbed for long distances over thestegare lifted by the Tien Shan range causing
concentrated precipitation; the area is chara@eri®/ a continental climate with enormous tempeeatu
variations that range from -50 C to above 40 CnT8ban residents and surrounding populations im bot
countries derive livelihoods, energy, and watemftbe range, and enjoy recreational activitiegjathe
growing numbers of overseas visitors. The rangeusial for agro-biodiversity and is home to akstrg
array of wild ancestral landraces of commercializexps, in particular, valuable fruit and nut treesh

as apples, and walnuts, among otférke Tien Shan range also plays a key connectiegmdhe
distribution of Asian mountain fauna such as trabglly endangered snow leopard. Thus, the area
justifies continued attention to biodiversity corvagion through site-specific and regional appreasch

3. The Tien Shan’s importance for biodiversity aamation is also recognized at a national level.
The percentage of Protected Areas (PAs) in the $kam range (10.6 percent) is higher than the geera
of the two countries (7.5 percent). Table 1 belommarizes the importance of PAs in the region.

Table 1 — Areas under Protection

Country Total counztry PA PA Agea % of
area (km") Number (km9) country
Protected Areas in the countriefreserves and parks)
Kazakhstan 2,724,900 18 210,152 7.7
Kyrgyz Republic 199,900 17 9,317 4.7
Total 2,924,800 35 219,469 7.5
Protected Areas Covered by the Project
Kazakhstan 5 5,695 0.2
Kyrgyz Republic 7 2,633 1.3
Total 12 8,328 0.3
4, Unfortunately, threats to the Tien Shan’s unibigeliversity—habitat destruction, overgrazing,

poaching, unregulated game hunting, and excessexedod extraction— are accelerating and an even
greater threat is posed by the long-term effectadal warming, which could radically alter the
environment and biota. At the same time, in botlntides, protection regimes are undermined by
institutional weaknesses such as reduced fundingtédf salaries and patrolling; and the effectsifiest
at all levels—strategic planning, day-to-day mamaget, research, and combating illegal activities.

Y For the purpose of this report, endemic is usatktwte a species that is naturally present inticpar geographic region.
2 Almaty, the name of the commercial capital of Kdzsian, means “father of apples.” Some tulips atiginated in this
mountain range, and some species are endemic @eoéthis, the Kyrgyz unrest during spring 2005 walled the “tulip
revolution”)



5. Rural Poverty. The Kyrgyz Republiés a predominantly agrarian society; two-thirdshef
population live in rural areas and the 2005 WortthB Poverty Assessment estimated that 43 percent of
people live in poverty. The incidence of rural pdyes 51 percent compared to 30 percent in urbaasa
and in the more populous south, poverty levelsarsiderably higher. In Kazakhstaome 15 percent of
people live in poverty according to the 2004 Wdkhk Poverty Assessment, although non monetary
dimensions of poverty (such as poor housing camil)i affect 27 percent of people, and some 22 perce
of rural people are poor, compared to 10 percentlan areas.

6. Forest Use in the Kyrgyz RepublicForest ecosystems provide environmental servicds a
economic benefits to local people. Forests cortiilbm biodiversity protection by providing habifat
threatened species and reducing water and winiberdsorests are integral to the livelihood systerns
rural people, including access to firewood, timéed non-timber forest products, such as nuts,dserri
fruits, and medicinal herbs.

7. The importance of forests to rural livelihoogaticularly evident in the walnut forests around
Jalalabad, in the southern Kyrgyz Republic, wheogenthan 100,000 people live in villages withirabr
the periphery of walnut forest and depend on geueces for their daily subsistence. For exampke, t
annual walnut harvest yields between 16 to 32 p¢fetotal household revenues (Schmidt 2007).
However the high population density poses a sicguifi threat because overgrazing and illegal cuttieg
common, and firewood consumption often exceedsfaeductive capacity.

8. The Kyrgyz Republic now has around one milliendfi forests, half the amount it had prior to
World War Il and before unsustainable logging, gvaring, fuel-wood collection, and fires depleted t
forested areas. The 2007-08 energy crisis increfastdvood collection because poor people lacked
alternatives for household heating. According &istics from the United Nations Food and Agrictétu
Organization (FAO), the value of coniferous sawndgoported by the Kyrgyz Republic in 2006 was
approximately US$9 million (according to local erpethis may be underestimated), compared to US$2
million in 2000. Therefore reforestation, afforéita,® and improved forest management are important
socio-economic and environmental objectives forGlogernment of Kyrgyz Republic, as stated in the
recent Country Development Strategy.

9. However, state efforts to develop forests asafficient. From 1998 to 2003, the State Forest
Program forested some 16,400 ha, but with an aeesaxyival rate of barely over 10 percent.
Furthermore, 16,400 ha represent less than twapeof the total potential reforestation area, Wwhic
exceeds one million ha. Low survival rates aretdutree main factors—lack of financial resources,
inadequate technical assistance, and quantitatigets without quality indicators. To implement the
State Forest Program, the Kyrgyz Government cowelyspersonnel administrative costs, not investment
costs for plantation establishment. The low buddjetation of US$25-45 /ha is unrealistic; and no
resources have been allocated for village-leverestation, where potential for reforestation gghhi

10. Governance of natural resources is usuallyaigihg. According to Transparency International,
“There is important evidence to suggest that coroapt a key factor contributing to the degradatimh
renewable natural resourcédn the Kyrgyz Republic and Kazakhstan, where allegovernance and
institutions are weak and corruption appears twidespread, illegal activities includater alia, illegal
logging, timber theft and smuggling, trade of ilégvood or endangered species, unauthorized forest

% Reforestation refers to reestablishing forest whezes were recently removed (according to tharCle
Development Mechanism (CDM), the area should nee Heeen forested since December 31, 1989). Affatiest
refers to converting land to forest that has netnbferested before (for longer than 50 years, ategrto UNEP/
UNFCCC).



conversion, and poaching. The exact magnitudeaesiglactivities cannot be known. The Kyrgyz
Republic is part of the Improving Forest Law Enfarent and Governance (FLEG) initiative that is
supported by the World Bank, IUCN, and WWF. Botlhrmies ratified the Convention on International
Trade in Endangered Species of Wild Fauna and FRIEES).

11. In the Kyrgyz Republic and Kazakhstan, resoussss are accustomed to Soviet-era top-down,
centralized decisionmaking and are resistant tonconity-based collaboration. Collaborating with lbca
communities in forest and pasture use commonlystéhe form of a long-term lease, which has several
drawbacks including: (a) participation in plannemgd decisionmaking continues to be limited and is
largely controlled by the Lezkhozes (LHs, StateeSbEnterprises)—not shared with resource users or
other stakeholders; (b) an unrealistic focus oadbpreservation and reforestation rather thanra mo
comprehensive strategy of sustainable forest mamage (c) working collectively is limited to small
numbers of households that are already linked bstip ties and proximity; and (d) stakeholdershsas
Aiyl Okmotus (AO, village administration) officiglsvomen’s councils, etc., have accused LHs staff an
forest rangers of abusing their power—allocating$b leases based on kinship ties or personal
relationships, favoring previous lease holders ealiiny and influential households. Given the cimgjée

of changing these entrenched attitudes and belsatim@ project will introduce Collaborative Natural
Resources Management (CNRM) in activities wheralitimms are suitable, such as in collaboration with
the Community Development and Investment Agenctiyfinanced by the World Bank Village
Investment Project (ARIS-VIP) and the small grdatsecotourism.

12. Climate Change in Central Asia According to the Assessment and Design for Adaytdo
Climate ChangeADAPT), the estimated climate change effects in theggt@rea (Kazakhstan and the
Kyrgyz Republic) are the following:

* Mean annual rainfall: moderate increase (15 to 30 percent) could leatianges in biodiversity
and ecosystem functions

» Consecutive dry daysKyrgyz Republic significant increase (>20); Kazakhstan: no sigaific
change (-10 to + 10)

* Mean annual temperaturesignificant increase (> 1.5° C). Boreal foreststaghly sensitive to
climatic stress—as mean annual temperatures riganic decomposition increases, deciduous
forests expand, and land use changes, affectinguétgre

* Runoff: no significant changes (-15 to 15 percent)

* Maximum 5-day precipitation (rainfall extreme ev@ntmoderate increases (25 to 50 mm)

B. Rationale for Bank involvement
13. World Bank involvement is justified by the faling: (a) the proposal will build on the
experience of the Central Asia Transboundary Biediity Project (CATBP); and (b) the Bank has the
capacity to develop a carbon finance scheme thrtheyBioCarbon Fund, and thus address the main
shortcoming of the CATBP—Ilimited financial sustdiidy. The table below compares the two projects.

Table 2 — Comparison of the CATBP and the Proposelroject

Recently Closed Central Asia Proposed Tien Shan Ecosystem
Transboundary Biodiversity Project Development Project
(CATBP)
Focused on biodiversity conservation in a few Emphasizes activities in productive landscapes
protected areas outside of protected areas—improved management

of forests, hunting, and eco-tourism in parks
Relatively small area concentrated on five PAs (cniearger area of 8,328Khof 12 PAs, including strict
was created under CATBP) in tiiéesterrpart of nature reserves and parks in all the Tien Sharerang
the Tien Shan (3,449 K in two participating countries



PA administration funded primarily through public Reforestation, afforestation, and carbon tradingy wi

budget transfers generate sustainable revenue thereby improving the
financial sustainability of the State Agency for
Environmental Protection and Forestry of the
Kyrgyz Republic (SAEPF)

Limited financial sustainability, particularly ité Development and implementation of a carbon

Kyrgyz Republic trading scheme based on reforestation and
afforestation in the Kyrgyz Republic will increase
financial sustainability of SAEPF and will help
mitigate Climate Change (CC)

14. TheBioCarbon Fund targets projects that sequester or conserve goesatgases in forests and
agro-ecosystems to mitigate climate change. Thel'Bubjective is to foster the role of Agriculture,
Forestry, and Land Use (AFOLU the carbon market and Clean Development Mesha(CDM),
thereby extending carbon market benefits to thal rpoorest areas, and the local environment. The
World Bank BioCarbon Fund has been pivotal in depielg the forest carbon market.

15. The proposed project is consistent with afitefgic documents of the two implementing countries
and the region.
« One of the four pillars of the Joint Country Sug@trategy (JCSS) for the Kyrgyz Republic is
ensuring environmental sustainability and natugaburce management.
e The forth pillar of the Kazakhstan Country Parth@gysStrategy aims to ensure sustainable
growth through an environmental focus that empleasiezgional issues.
e The Biodiversity Strategy for Europe and Centrab/sipports investments for forestry and
biodiversity conservation.

C. Higher level objectives to which the project contibutes
16.  The project has three global objectives—countelio biodiversity conservation, sustainable
forest management, and climate change mitigatibes@& objectives are consistent with the Focal Area
Strategies and Strategic Programming for GEF-4uded below.
» Biodiversity: To catalyze sustainability of protected area (Bystems:
3. Strengthening terrestrial PA networks
» Sustainable Forest ManagementTo protect globally significant forest biodivessand to
promote sustainable management and use of foraminaes:

2. Strengthening terrestrial PA networks (same3aabbve)
3. Management of LULUCF as a means to protect easbacks and reduce greenhouse gas
emissions
7. Supporting sustainable forest management inuyataxh landscapes
17. The Millennium Ecosystem Assessment identiffedmost important direct drivers of

biodiversity loss and degradation of ecosystem gaoul services as habitat change, climate change,
invasive alien species, overexploitation, and pigiu The GEF is proposing a framework strategy for
sustainable forest management (SFM) that will diram the biodiversity, land degradation and climate
change focal areas.

* Previously known as, Land Use, Land-Use ChangeFanestry or LULUCF.

® The JCSS is a combined effort of five developnpamtner: the Asian Development Bank (ADB), the Swis
Cooperation (SC), the UK Department for Internaiddevelopment (DfID), the World Bank Group (WBG)jca
the United Nations Agencies



I. PROJECT DESCRIPTION

A. Lending instrument
18. Project financing would include Global Enviroemb Facility (GEF) grants of US$2.35 million
for Kazakhstan and US$1.0 million for the Kyrgyzpmblic; parallel financing of $8.0 million from the
International Fund for Agricultural Development AIB), associated with a carbon finance operatiod; an
a Japanese Policy and Human Resources DevelopRigRLY) grant for climate change of US$626,120
to finance project preparation and implementatHRD closing date is December 10, 2011).

B. Project development objective and key indicators
19. The Project Development Objective is to comntefto improving ecosystem management and
sustainable forestry in the project areas of Kagtthand the Kyrgyz Republic. The Global
Environmental Objectives are: (a) improving biasity conservation; and (b) contributing to climat
mitigation by sequestering carbon dioxide in faeéstthe Kyrgyz Republic.

20. The above objectives will contribute to poverguction by increasing local peoples’ access to
forest benefits such as fruits, nuts, fuel and tantson wood, forage, employment generation, and
revenues from carbon trading and tourism (see Téblepage 15). The project will contribute to aadl
environmental and social benefits for the two cdast—newly forested areas will not only improvel soi
conservation and biodiversity protection by prorglhabitats for threatened species, but also genera
revenues that will increase the financial sustdlitalof protected areas. Finally, the carbon tradi
scheme will contribute to increasing revenues, edpay knowledge, and developing a replicable carbon
trading model for the region. The large majoritytlugse benefits, however, will materialize aftesj@ct
closing, creating a monitoring challenge.

21. The project builds on the experience of thet@éAsia Transboundary Biodiversity Project and
covers the Tien Shan region of the Kyrgyz Repudntid Kazakhstan, including most of the Kyrgyz
Republic and southern Kazakhstan, along the border.

22. Key indicators:
» Contribution to sustainable forestry as reflectedriea of 13,950 ha reforested or afforested
* Threat Reduction Assessment Index (TRA Index) ifPdd&tected Areas stabilized
» Verified Emission Reduction (VER) sold (a cruciaasure of forest sustainability)
— 179,000 tC&e at project closing in 2014
— 500,000 tC&e by 2017 (when the BioCarbon Fund will close)

C. Project components
23. The project comprises the following three congrs:

24. Component A. Strengthening Biodiversity Conservation in Protected Areas and Productive

L andscapes (approx. cost US$6.9 million; GEF Grant: US$2.0%ion for Kazakhstan and US$1.0
million for the Kyrgyz Republic). The component Mgtrengthen biodiversity conservation in the Tien
Shan region of the Kyrgyz Republic and Kazakhstastkengthening management in 12 PAs through
building technical capacity, investing strategigati PA infrastructure, supporting local effortsremluce
threats to biodiversity in and around project BAsteasing public awareness, and promoting sudikina
tourism. The component will include the followirtyée sub-components.

25. Sub-component A.1. Protected Area Managendns sub-component will finance PA
management planning, monitoring, capacity buildiransboundary management, and facilities.



26. Sub-component A.2. Conservation in the Broader teae through Small Grants in
KazakhstanThis sub-component will finance small grantslémral groups and organizations directly
linked to threats or opportunities for biodivergiotection around PAs, aiming to: (a) improve
opportunities to conserve biodiversity; (b) redtloeats to biodiversity; and (c) integrate constova
into the broader landscape. Small grants coulchieaco-tourism guest houses, yurts (traditional
nomads houses), handicrafts, wildlife informatioagvgams, bird watching and other similar activities

27. Sub-component A.3. Sustainable Tourism Promoiibis sub-component will support the
development and implementation of public awareaessinformation campaigns to boost support for
biodiversity conservation, generate interest inrdggon’s natural and cultural heritage, and raise
awareness about national obligations associatddimtiégrnational conservation treaties. The sub-
component will include public awareness program$ES campaign, and UNESCO World Heritage Site
nomination activities.

28. Component B. Forestry and Carbon Trading in the Kyrgyz Republic (approx. cost US$14.35
million; IFAD Grant: US$7.1 million). The GEF Graistnot allocated for this component to avoid the
risk that GEF grant funds could be used for adtisithat will generate carbon trade revenue.

29. Sub-component B.1. Afforestation and Reforestalibis component will contribute to
forestation activities on 13,950 ha of marginablam (a) mitigate climate change by sequestering
greenhouse gases in forests; (b) develop a carhdimg mechanism to raise revenues from carbon
sequestration; (c) recreate habitat for biodiversihd (d) generate local benefits such as fuel and
construction wood, fruits, nuts, forage, and oti@an-timber forest products, and environmental benef
such as wind breaks and retention of snow chamyaseighboring agricultural lands to reduce watet a
wind erosion, and reclaim agricultural land compised by waterlogging, salinity, and erosion.

30. The sub-component will be implemented throlngbe arrangements:

e Community Development and Investment Agency (ARIS) reforestation and afforestation by
communities and private investors in Aiyl Okmotusldge administrations) and private lands in
collaboration with ARIS/VIP, which has a methodaldgr local planning and management of
resources.

« LEZKHOZES : forestation by State Owned Forest Enterprisdseakhozes (LHSs) in State
Forest Fund land; and

» Public Private Partnerships (PPP) forestation by private investors in State FoFastd land

31. Table 3 below summarizes areas planned torestéd, disaggregated by fast-growing or rapid-
production species including elm, poplar, willowmgdafruit trees such as almond, apple, apricot,rgher
peaches, pistachio, pear, plum, seabuckthorn, attlty etc.; and slow-growing species such as grmip
pine, spruce, saxaul, and others.

Table 3 — Forestation Plan by Implementation Arrangment (Ha)

ARIS LEZKHOZES PPP Total Share
%
Fast-growing species 6,150 1,770 7,920 57
Slow-growing species 130 5,900 0 6,030 43
Total 6,280 5,900 1,770 13,950 100
Share in % 45 42 13 100
32. Forestation will be carried out in steps: tfiemach site will be assessed so the most apptepri

native tree species can be selected; next, plangatiill be established; and finally, silvicultural
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interventions undertaken. Some LHs nurseries \gilinbproved to prepare seedlings. Short-term benefit
include generating employment in some of the paateal villages. Given the low cost of manual Igbo
the technologies adopted will be simple and suététnl local conditions and most planting/transplamt
will be done using hand tools. The project willdirte tractors, ploughs, horses, fencing matedats,
nursery equipment. To avoid the risks associatél mvbnoculture, multiple species will be used in
reforestation activities. (Table 4)

Table 4 — Estimated Area to be Forested by Departnm¢ and Species (ha)

Department Chui Talas Issyk- Naryn Osh Jalalab  Batken Total
Species Kul ad Country
Poplar 2,000 1,000 1,000 1,000 500 500 250 6,250
Fruit trees 300 120 60 120 80 60 50 790
Willow 150 60 30 60 30 30 20 380
Elm 200 80 40 80 40 40 20 500
Spruce 200 0 900 900 0 0 0 2000
Juniper 50 0 200 200 150 100 300 1,000
Pine 50 100 300 50 0 0 0 500
Walnut 0 0 0 0 50 200 0 250
Pistachios, 0 0 0 0 300 350 350 1,000
Almond

Saxaul 0 0 0 0 0 0 1,000 1,000
Others 40 40 40 40 40 40 40 280
TOTAL 2,990 1,400 2,570 2,450 1,190 1,320 2,030 13,950

33. Sub-component B.2. Validation and Monitoring of lizar Sequestratioin November 2008, the
Government of the Kyrgyz Republic estimated thag¢dtation of 13,950 ha with the mix of species
shown above in Table 4, would sequester aroundd80aCQe by 2017 (500,000 VER), mostly by
poplar, the fastest-growing species. On Decembge?d®7, the BioCarbon Fund and the Project Entity
signed a Letter of Intent for 500,000 t¢&Qto be verified according to the Clean Developmen
Mechanism (CDM) of the Kyoto Protocol.

Table 5 — Summary of Estimated Carbon Sequestration

Species Area Timber Carbon Net Net Net
(ha) Mean Mean Carbon Carbon Carbon
Annual Annual by 2014 by 2017 by 2023
Increment  Increment (tCO2€) (tCO.€) (tCO2e)

(m*ha),  (tCO.e/ha),
years 1-10 years 1-10

Poplar 6,250 13.12 14.23 173,057 487,069 1,260,848
Elm 500 0.23 0.42 84 521 4,266
Willow 380 4.32 5.89 5,678 12,565 28,622
Other 6,820 - - not accounted for
TOTAL 13,950 - - 178,819 500,155 1,293,736

34. In the Kyrgyz Republic, participatory approashave been developed and tested for more than a

decade, and were integrated in the national fa@stept in 2004. A legal framework for Collaborativ
Forest Management (CFM) is in place and new reigmsiton the procedures on forest plot leasing and
use were adopted in 2007 (see Annex 17: Collabertatural Resource Management).



35. Sub-component B.3. Improved Forest Managendéns sub-component contributes to
improving the management of existing Walnut Frarekt by: (a) continuing and expanding
“Collaborative Forest Management” activities (CHKkIXhe Walnut Fruit Forest in the southern Kyrgyz
Republic to improve the protection of this unigivelihood system; and (b) providing technical
assistance and capacity building to LHs and prigatgor. This sub-component will build on the
experience generated under the Swiss Forestry uppgramme (KIRFOR).

36. Component C. Project Management (approximate cost US$1.6 million; GEF grant: US$0.3
million for Kazakhstan, IFAD: 0.9 million for th€yrgyz Republic) Overall coordination of project
activities and the fiduciary aspects of project agement will be handled by the State Agency for
Environmental Protection and Forestry (SAEPF) efilyrgyz Republic and the Forestry and Hunting
Committee (FHC) of Kazakhstan. The FHC of Kazakistamplementing a new Forest Protection and
Reforestation Project with IBRD financing, and fiihry responsibilities will be handled initially hiye
existing project unit. In addition the project wéthllaborate with the Community Development and
Investment Agency/Village Investment Project (ARIE) in the Kyrgyz Republic for forestation by
communities in Aiyl Okmotu (village administratioland.

D. Lessons learned and reflected in the project design
37. The Central Asia Transboundary Biodiversityj@rb(CATBP) provided several lessons (see
Implementation Completion and Result Reporhe main lesson learned is that public inteaest
financing for long-term environmental objectives aery limited. Financial sustainability was a
challenge so the project’s “Risk to Global Envire@mhOutcome” was rated “Substantial.” The proposed
project specifically addresses the sustainabiligllenges by (a) supporting eco-tourism, a revenue-
generating activity based on natural resourcesylanithtroducing forestation (i.e., reforestatiorda
afforestation) and carbon trading to develop reeegenerating activities that also have significant
potential for environmental benefits.

38. The Aral Sea Water and Environmental Managefmject (also financed by the GEF) and
more recently the Central Asia AIDS Control Projecived that regional projects are challenging to
manage in a way that sustains ownership and conanttfrom each country. The CATBP successfully
mitigated these problems by establishing strategicdination at the regional level and implemenptati

at the national level as much as possible. A Natiand Transboundary Steering Committee provided
strategic guidance and coordination, while natiétials implemented project activities (see Annex 6:
Implementation Arrangements). These arrangements faeilitated by a shared language and history as
Former Soviet Union entities. However, includingiotries such as China, that share Tien Shan, may
have been too challenging and created significaptémentation risks. Based on this lesson leaithed,
proposed project (a) includes only Kazakhstan hadiyrgyz Republic; and (b) intends to implement at
the regional levebnly activities that require transboundary coordination

39. Two important lessons from the Forest Protaectiod Reforestation Project in Kazakhstan are the
following: (a) Central Asian climatic conditionsrtaignificantly reduce time available for transpiag,

and (b) participatory reforestation requires aadlé legal framework. Climatic conditions in therlfyz
Republic are expected to be less challenging bed#esvariety of species, altitudes, and climagions
covered by the project will allow a longer plantisgason. Also, a legal framework for Collaborative
Forest Management (CFM) is already in place inkdfgyyz Republic; participatory approaches have
been developed and tested for more than a decadlevexe integrated in the national forest conaept i
2004; and new regulations on procedures for fgrestieasing and use were adopted in 2007. (Anifex 1
Collaborative Natural Resource Management).

40. Finally, the proposed project will benefit frdgssons learned in exchanging experiences with the
Moldova Soil Conservation Project, which has refted and afforested more than 20,000 ha since 2002,
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and developed a carbon trading scheme that is @@mgrevenue even without external investment. The
project will use lessons learned in neighboringnties about developing carbon trading mechanisms i
the voluntary market, for instance, by developirgaebon trading scheme to help increase adoption of
conservation agriculture in Kazakhstan.

E. Alternatives considered and reasons for rejection
41. One alternative considered including the laiiden Shan region (including China, Uzbekistan,
and Tajikistan). However, given the challengesmflementing regional projects, it was decided to
concentrate the project in the two countries witttranger relationship: Kazakhstan and the Kyrgyz
Republic.

42. Another alternative considered was implemeritidgvidual projects in each country but that
would have precluded unigue benefits that are\tikelresult from improving coordination between two
countries that share approximately 1,000 km of amtainous ecosystem, including a network of
contiguous natural protected areas. Experience stitat enhanced regional cooperation can
significantly improve management of transboundasyies, to the benefit of all parties. Some examples
are: (a) monitoring globally endangered migratggdes along transboundary habitats is more eftecti
than national monitoring. For instance, the TiearStepresents the most northwestern mountain range
where the snow leopdtis present. The border between Kazakhstan andyttgyz Republic is at the
most northern extreme of this mountain chain, ragithe margin of snow leopard'’s range. Therefoi® t
transboundary area is uniquely positioned to momitmnbers and habitat changes and provide an early
warning of risks to species' population for hakitatthe south; (b) regional destinations can cttreore
tourists; and (c) regional cooperation is likelyetgand benefits from carbon trading because the
experiences in the Kyrgyz Republic have signifiqaotiential to be replicated in the large agricwatur
area of Kazakhstan, where conservation agricuttaudd also reduce greenhouse gas emissions.

43. Finally, to sharpen the focus of the proposejkept and reduce implementation risks, some
project activities considered during project pregian were excluded, even when additional GEF funds
could have been available. Examples of these ceredddactivities include: (a) glacier monitoring to
improve estimates of climate change impacts ororediwater flows; and (b) interventions in biolaajic
corridors.

[I. IMPLEMENTATION

A. Partnership arrangements
44, The Global Environmental Facility (GEF) will bee largest financier of component
(a) Strengthening Biodiversity Conservation in Botéd Areas and Productive Landscapes; while the
International Fund for Agricultural Development AIB) will be the largest financier of component
(b) Reforestation and Carbon Trading in the KyrBgpublic, with a grant of US$8.0 million.

45, The separation of GEF and IFAD financing by ponent aims to reduce the risk of using GEF
grant funds for activities that will generate cartitade revenue from the BioCarbon Fund (so-called
“double dipping”). The BioCarbon Fund and the Stagency for Environmental Protection and Forestry
of the Kyrgyz Republic (SAEPF) signed a Lettermitht to purchase 500,000 VER for not less than
US$4.15 each (total: US$2,075,000) and allowecbup3$200,000 in advance for project preparation
and up to US$120,000 for project supervision.

® In the Bonn Convention on Migratory Species, thevsleopard is the only carnivore listed in Appentliwhich
includes migratory species that are in danger tifhietion throughout all or a significant proportiohtheir range.
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46. The above financing arrangements will required separate international financing agreements
in addition to the Emission Reduction Purchase agrent (ERPA). (Figure 1)

Figure 1 — International Legal Agreements

World Bank as BioCarbon Fund o IFAD
GEF implementing the World Bank
agency
N \
GEF Grant Agreements IFAD Grant

ERPA Agreement

AN

Government o Government of th
Kazakhstan Kyrgyz Republic

B. Institutional and implementation arrangements
47. The project will be implemented by the StateAgy for Environmental Protection and Forestry
of the Kyrgyz Republic (SAEPF) and the Forestry aiuhting Committee (FHC) of Kazakhstan. Since
July 2008, the Kyrgyz State Agency has been deiraog project unit, supported by a Japanese PHRD
grant. The Kyrgyz unit will be responsible for ocatticoordination, including oversight of activities
Kazakhstan. The unit includes a coordinator, preiemt specialist and financial manager, an
international technical specialist, and supporft.sta

48. The FHC will be the implementing agency for Klazstan. This agency is under the Ministry of
Agriculture, and has only two departments, fores&gponsible also for biodiversity protection in
protected areas, and hunting. Financial managefaections will be handled by the PCU for the Forest
Protection & Reforestation Project in Astana.

49. Reforestation and afforestation activitiestarbe carried out through communities, village
organizations such as Aiyl Okmotus, and individuated will be implemented though the Community
Development and Investment Agency of the Kyrgyzudip (ARIS), adopting their standard and tested
procedures for investment selection, financing,l@mgntation, disbursements, and monitoring.

C. Monitoring and evaluation of outcomes/results
50. Project monitoring and evaluation activitieHl e the direct responsibility of the Project
Implementation Units (PIUs), which may contract sultants to support these functions. PA management
effectiveness will be monitored against two maiti¢ators that also provide a standard of intermatio
comparison: (a) Threat Reduction Assessment, whigctiuces the Threat Reduction Assessment Index
(TRA Index), a summary indicator of the degree toch a project has succeeded in reducing site-
specific conservation threats; and (b) the Managemtectiveness Tracking Tool. To monitor the
impact of eco-tourism development activities, thienber of visitors per year to a PA will be usede3é
three indicators should be adopted as standardtonimgj practice to be carried out regularly by tve
governments, including after project closing; tiagnwill be provided to create sustainable monitgri
capacity.
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51. Monitoring forestation activities. To monitor the benefits of forestation activitisxhallenging
since most benefits will materialize after projelctsing. Indicators such as area reforested, empay
generated, and carbon sequestered will be usegrasyafor these future benefits. When possiblénas
the case of employment, monitoring will be disagated according to gender and poverty level of
beneficiaries. Carbon trading generates revenugsafter the carbon has been sequestered, which
happens when trees grow. Therefore, carbon tradupgjres an accurate and reliable monitoring system
to produce evidence that carbon has been sequistarerever, monitoring also provides continuous
feedback on forest status, encouraging improvedatipa and maintenance of newly established forests
which is typically the most challenging elemenfarestry investment, since it requires commitmeini
exceed project duration.

52. Clean Development Mechanisms monitoringBy designing the CDM activities as a portfolio of
small-scale projects, simplified small-scale metilodies can be applied for baseline assessment and
monitoring. The CDM Afforestation/Reforestationiaities are described in the Carbon Finance Project
Design Documents (PDDs, currently under preparatibimere will be around ten PDDs prepared to
cover the different Oblasts and to ensure thasthall-scale methodologies can be applied (e.g. A/R
AMSO0001 and A/R AMS0005). In compliance with CDMytgrements, the PDDs provide detailed
information, such as a reforestation schedulelafpacific sites defined according to a geo-refeeein
map, expected net carbon sequestration, and mimgjtplan. The PDDs will be subject to validatiom, |
the documentation is reviewed and random samplsiesf are assessed by a Designated Operational
Entity (DOE)/

53. The PIU in SAEPF will monitor carbon sequestrgtbased on the validated CDM monitoring
plan. Permanent and temporary sample plots, estieglolito measure tree growth, will be randomly
audited and sampled for indicators including gropainameters, survival rates, biodiversity, anddbre
health, among others. The monitoring system wi thee project database and GIS platform, estallishe
by PDD requirements.

54. Initially, the BioCarbon Fund will purchase VERased on the PIU internal annual monitoring
and the resulting SAEPF reports and accordingddetissions Reductions Purchase Agreement
(ERPA). The monitored net carbon benefits and @l@nment with the validated project design wil b
verified, i.e., determined retroactively by a DQEhe end of the first commitment period in 2018 an
subsequently every five years. The DOE conductargfigation will not be the same one hired for
validation. Depending on verification results, sdpgent years’ ERPA may be adjusted and verification
procedures can be adapted for VERs produced irsexafehe ERPA to be signed with the BioCarbon
Fund, depending on the state of the voluntary carbarket at that time. Although the project has the
objective to achieve CDM registration, the BioCarltbaund will buy VERs even before registration.
There may be delays in the registration procedsafter validation, this will not affect the projed@hus a
lengthy registration process may lead to delaysibtito a loss of carbon payments.

55. Payments for carbon sequestration will be perdmce-based, i.e., project participants are
eligible to receive carbon credits only after carlbhas been sequestered (i.e., forests have grown)
according to the validated PDD and confirmed byitiernal monitoring system. This is a major

incentive for improved maintenance and protectibmees that bodes well for forest sustainability.

56. For activities on Aiyl Okmotu lands and manafgd\RIS, the above scheme will be
complemented by a system of participatory monitpand evaluation implemented by ARIS community

" Designated Operational Entities are internati@nalitors, accredited by the CDM Executive Board| acting as
an intermediary for project and carbon certificatio
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institutions, mainly the Local Investment Union Exive Committee (LIC). Community institutions will
develop detailed procedures to monitor and supeprgsnmunity micro-project implementation and
social mobilizations, supported by technical cajydmiilding. During the social mobilization an
independent village-level Monitoring and Evaluat®roup will be established. For activities
implemented on Goslesfund lands, LHs will monitraluate, and report, complemented by the PIU
internal monitoring team and external auditorgpipropriate.

D. Sustainability and Replicability
57. The carbon finance scheme embedded in thecpmjik generate a long-term revenue stream
from VER sales; most carbon revenue will be redliaier project closure because the tree increment
will be relatively low during early years. The rene potential will provide a strong incentive tointain
the carbon finance scheme after project closingalB, the project relies on existing administratand
organizational structures (ARIS and Aiyl Okmotuigrieasing the likelihood of continuity of activiie
that facilitate forest sustainability. The carbenenue will also help to sustain project activiiies
Protected Areas (PAs) since the forestry agenalsisresponsible for PA management.

58. The project has a renewable 20-year creditangpg@ for CDM activities. After Project closure in
2014, the potential carbon revenues and therdfierententive to continue the carbon trading schantke
the monitoring unit, will be much more significaag trees will have reached their growth peak. &fart

the revenue will need to be reinvested to mairtteénscheme, including the monitoring unit. Specific
funds were allocated at the end of the projectigpert access to the voluntary market. Currentty th
voluntary market trades VERSs (according to the CDtk@refore the same certification approach can be
applied, but certifications for additional standa(@limate, Community and Biodiversity Alliance
Standard CCBA, or Voluntary Carbon Standard VC&) ebuld be added to increase the value of VERSs.

59. The project will be implemented in Kazakhstad Kyrgyz Republic, but has potential for
replication in the region. Voluntary carbon markeizgy allow replication and scaling-up in neighbgrin
countries and/or similar sectors, such as carlamtirtg schemes for conservation agriculture in
Kazakhstan, whether or not there is a follow uthoKyoto Protocol. To achieve this, the projedt wi
highlight knowledge management and disseminatioprbyiding training to increase awareness and
capacity to benefit from carbon trading based aicaljure, forestry, and land use (AFOLU) projects.

60. While carbon trading revenues provide incestiiee sustainable tree planting, tree planting by
itself, particularly on Aiyl Okmotu lands has padii@hfor replication in the country and region, éeding
on ecological conditions. The project will raiseaeness among rural people about the potentigl earl
benefits of tree planting, including forage prodctand income from fast-growing plantations and
orchards, and contribute to building skills for $lrsaale tree-planting activities.

E. Critical risks and possible controversial aspects
Please see below separate tables for Kazakhstathekgrgyz Republic.
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Kazakhstan

Risk factors Description of risk Rating Mitigation measures Rating®
of of
risk® residual
risk
I. Sector Governance, Policies, and Institutions
Governance Environmental issues attract limited S Increase public awareness about S
public attention and therefore limited environmental management,
controls including the benefits of natural
resources
Il. Operation-specific Risks
Technical/design Attention to biodiversity protecti S Ensure investments outside of M
outside protected areas is now strictly protected areas. Increase
insufficient to achieve project strategies for neighboring
objectives of strengthening biodiversity community involvement, such
protection as small grants, to increase the
benefits and build support for
PAs among surrounding
population
Implementation Limited implementation capacity due fo S Provide a training budget for S
capacity and difficulty attracting and retaining the PIU in anticipation of high
sustainability qualified staff affects most of the consultant turnover
World Bank portfolio
Financial Bank-financed Forest Protection and H Hire a dedicated FM specialist S
management Reforestation Project is still developin for project unit in Astana, who
FM capacity. Current financial will be supported by the
management arrangements are financial manager in Bishkek.
moderately unsatisfactory. Rigid Accounting system to be
budgeting procedures create upgraded to cope with
implementation difficulties additional requirements.
Procurement Overall procurement environmentinl  H Follow Bank procurement S
the country is unsuitable for effective procedures, including the
procurement. related ex-ante or ex-post
reviews. Further procurement
training will be provided for
procurement staff. Bank’s
Anticorruption Guidelines
(October 15, 2006) and the
transparency and disclosure
provisions of the Bank
Procurement and Consultant
Guidelines (May 2004, revised
in October 2006) will be
enforced.
Bank will also scrutinize
implementation supervision
including site inspections of
goods and works.
Social and Potential negative impact of small civi M Implement Environmental and L

environmental

works

Social Management Plan and

8 Rating of risks on a four-point scale — High, Sahsal, Moderate, and Low - according to the lilkebd of
occurrence and magnitude of potential adverse impac
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safeguards supervise the plan
Other Macro-economic factors could increase M Increase Government co- L
costs financing
Ill. Overall Risk (including Reputational Risks) S
Kyrgyz Republic
Risk factors Description of risk Rating Mitigation measures Rating’
of risk’ of
residual
risk
|. Sector Governance, Policies and Institutions
Governance Environmental issues attract limited S Include public awareness S
public attention and therefore limited activities
controls
Il. Operation-specific Risks
Technical/design Legal process to change use of S Conduct legal review with M
marginal arable land into land for LARC and ARIS
orchards and plantations was recently
suspended due to food security
concerns. The suspension was lifted,
but future reoccurrences are possible
Financial FM capacity built under the CATBP np S Experienced financial M
Management longer exists, and the implementing manager has been hired to
agency lacks adequate financial establish satisfactory
management capacity financial management
system for the project
Procurement Project agency’s procurement capacity H Provide training for S
is low procurement staff. Bank’s
Anticorruption Guidelines
(October 15, 2006) and the|
transparency and disclosurg
provisions of the Bank
Procurement and Consultant
Guidelines (May 2004,
revised in October 2006)
will be enforced. The Bank
will scrutinize
implementation supervision
including site inspections o
goods and works
Social and Risk of conflict to access resources M Environmental and Social L
environmental such the use of land or water for Management Plan and
safeguards forestry rather than pasture Natural Resource Access
Restriction Policy and
Process Framework
supervision
Other PDD validation and registration may pe M The Biocarbon Fund will L

delayed or not be approved by the
CDM

Possible reoccurrences of civil

share risks

The country team will work

intensively with

° Rating of risks on a four-point scale — High, Sahsal, Moderate, Low, - according to the likelitbof
occurrence and magnitude of potential adverse impac
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disturbance implementing entities to
flexibly adjust
implementation plans.

I1l. Overall Risk in the Kyrgyz Republic (including Reputational Risks) M

Overall Project Risk in the two countries (including Reputational Risks) S

®Rating of risks on a four-point scale — High, Sahsitl, Moderate, Low - according to the likelihomfdoccurrence
and magnitude of potential adverse impact.

F. Loan/credit conditions and covenants
Conditions for Grant Effectiveness
- The Project Operational Manual, satisfactory towwrld Bank, has been furnished by the
Recipient to the World Bank.

Withdrawal Conditions
- No withdrawal shall be made under the Sub-grargbutsement category to Kazakhstan until
FHC has developed and adopted a small grants maoceptable to the Bank.
- No withdrawal shall be made under the Goods andsydZonsultants’ services, and Sub-grants
disbursement categories to Kazakhstan until FHCsledected and contracted for the Project a
project coordinator, financial manager, and progumet specialist acceptable to the Bank.

Financial Management Covenants

- PIUs within SAEPF and FHC shall ensure that a fifelrmanagement system is maintained in
accordance with the provisions of Section 2.0hef$tandard Conditions.

- PIUs within SAEPF and FHC shall ensure that inteximudited financial reports for the Project
are prepared and furnished to the World Bank et than forty-five (45) calendar days after the
end of each calendar quarter, covering the quantéoym and substance satisfactory to the
World Bank.

- PIUs within SAEPF and FHC shall, upon the World Bamequest, have their Financial
Statements for the Project audited in accordantietive provisions of Section 2.07 (b) of the
Standard Conditions. Each such audit of the FirdiStatements shall cover the period of one
fiscal year of the Recipient. The audited Finanstatements for each such period shall be
furnished to the World Bank not later than six nisrafter the end of such period.

V. APPRAISAL SUMMARY

A. Economic and financial analyses
61. At the local level, the main economic benefipected is an improved environment and a
sustainable improvement of livelihoods. At the glblkevel, the expected benefit is a conservation of
biodiversity and a contribution to climate changgigation. These, however, have not been accounted
for in the analysis because of the difficulty itimsiting their value. Most benefits will materiaizvhen
trees are harvested, starting 15 years after grdiesing, as shown below (Table 6).

Table 6 — Expected Local Economic Benefits
(NPV@12% discount rate)

Benefif[ Unit During project 15 years after project closing
(cumulative) (2009-14) (2014-28)
Employment generation person/yearS 2,647 5,952
Forage 000' US$ 1,883 348
000’ bales 1,255 232
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Fruits 000' US$ 2 1,893
000' tons 0 102
Firewood 000' US$ 0 1,376
000’ cubic meters 0 717
Round wood 000' US$ 0 13,881
000' cubic meters 0 1,375
Net carbon revenue 000US$ 189 3,247
000' tCQe 179 1,978
62. A 20-year analysis shows that the project @nemically sound. The base ERR is 16.3 percent

with a corresponding Net Present Value of US$8.8%om (assuming a 12 percent discount rate). It is
estimated that in 2028, the project-planted tredissequester 1.978 million tC®; poplar will produce
1,375,000 cubic meters of round-wood and 717,000iccmeters of fuel-wood; and orchards will
generate almost 102,000 ton of fruits. The sofiilfgrimprovement in plantations and adjacent dab
lands, if taken into account, would increase thRRE sensitivity analysis shows little sensitivity &
moderate decrease or delay of benefits.

63. Financial analysis examines the main forestities’ financial feasibility, viability, and assees
their potential to increase incomes for individbaheficiaries. The annual cash flow generationcamirs
help determine the best way for the project torfagathese activities. Fast-growing species sugiopkar
have a high IRR: (a) timber and fuel-wood prices guite high and expected to stay at this leved, an
(b) irrigation infrastructure is already availableyen in marginal lands unsuitable for agriculture.
Nevertheless, even if these species are profittiidetarget groups are unable to invest withoujegto
support: (a) first-year investment requirementswaraffordable and (b) years of negative cash flaves
unmanageable (at least 15 years for poplar), aswhies are limited (firewood from thinning only) ukr
trees and willows generate incomes after 4-5 ydarsthe duration of capital recovery is too lowg f
local people, justifying the project matching grant

64. Three financial models were prepared for tharfcial analysis: irrigated poplar, with and withou
intercropping of forage, orchards and spruce/pifbkis is a simplification; beneficiaries will be
encouraged to plant multiple species to increasdigrsity and environmental benefits. The resafts

these financial models are summarized in TableldwbdSee Annex 9 for details.)

Table 7 — Summary of Financial Analysis

BEFORE AFTER
FINANCING FINANCING
IRR NPV IRR NPV

Poplar (irrigated) 12% -US$60 21% US$941
Poplar + forage

(irrigated) 19% US$757 159% US$1,757
Orchards (irrigated) 21% US$1,143 40% US$1,956
Spruce 6% -US$603 9% -US$127

Discount rate for NPV calculations: 12 percent
B. Technical
65. A review of silvicultural practices has beemrieal out during project preparation. Such review

revealed that overall silvicultural practices aatifactory, except for the excessive density ahtation
of some species, as reported below. The projettuwiitribute to improve nursery practices; stillsting
private and public nurseries already have the dgptacproduce planting material for the initialays of
the project.
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Table 8 — Summary of Recommendations for Plantatio&stablishment

Species Current unit Recommended Current Revised Recommended
(size/density/ha) unit plants/unit recommendation weed control
(size/density/ha) (plants/unit)
Poplar No units No units 3,000 1,150 plants/ha | Cultivation
plants/ha
Pine 2x1m,400- 1x1m,800/ha 5-8 2 Manual,
600/ha Herbicide
(propizamide)
Spruce Same as pine Same as pine 5-8 2 Same as pine
Juniper Same as pine Same as pine 5-8 2 Sameeas pin

66. All plantings will be undertaken utilizing spes native to the Kyrgyz Republic, suchRmpulus

alba from the Fergana Valley2opulus diversifoliaalong the Chui Valley, dPopulus Tianshanician the
valleys of the Central Tien Shan. While accessitdtural stands have almost disappeared due to over-
exploitation for fuel-wood and timber, it is comme@nactice of the rural population to plant poplars
around houses, along roads and as agriculturalbrédts. Poplars, mixed with willows and elm serse a

a source for fuel-wood and timber needs. The mwal cannot afford imported timber and poplar teiof
used for construction. The Tien Shan project sdekscale-up these small-scale tree-plantings. For
instance, in one Aiyl Okmotu, comprising severdlages, on average 200 ha of scattered plots will b
planted. There are large areas of salinated andbdugtive lands, where Poplars can still reach high
growth rates, while improving soil quality.

67. Legal aspectsThe Government of the Kyrgyz Republic is concdrabout food security—good
arable land suitable for food production shouldthetefore be used for other purposes. As a result,
current legal restrictions on land use changes fighiteened and marginal arable land cannot be
reclassified to use as orchards and plantatioriegal review was carried out (Annex 16: Legal
Framework). The legal framework to allow the lars@hanges required under the project is suffigient
clear, and a pilot to test its effective implemdiotais ongoing. The project unit is working withet
Ministry of Agriculture to develop clear indicatase plantations will be allowed only where land is
marginal.

68. The two applicable decrees on ‘CollaborativeeBbManagement No 377’ and ‘Forest Plot Use
and Leasing N0.482’ limit the maximum size of atpimnaged by one family to 20 and 10 hectares,
respectively. Therefore the project will not bedikgallowed to finance large industrial plantasostill,
these micro-projects could be located next to edlelr, and in total comprise a larger plantaticaaor
several families could form a micro-project groBpt it is highly unlikely that one single Aiyl Oknwo

will have the capacity to plant more than 200 htotal.

C. Fiduciary
69. Financial Management Assessment of the adequacy of financial manageaneangements for
project implementation was carried out in Noven@08, including a review of budgeting, accounting,
internal control, funds flow, financial reportingnd auditing procedures. The State Agency for
Environmental Protection and Forestry (SAEPF) efilyrgyz Republic is responsible for project
implementation and fiduciary aspects in the Kyrggpublic, and has delegated this role to the PIU,
which has hired a qualified and experienced staffsregect coordinator, financial manager, and
procurement specialist. The PIU is also supportedrboffice manager/translator and an international
consultant. The PIU recently installed and is cuéting 1-C accounting software for project accoungpti
and financial reporting. The PIU is also contragtinconsultant to draft the Project Operational iién
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The Kazakhstan Forest and Hunting Committee (FId@sponsible for implementing activities in
Republic of Kazakhstan. Agency capacity is moratéthand the FM environment is more challenging
for various reasons, including a rigid budget systand centralized controls, approvals, and prooard
of external audits. A time-bound action plan wascdssed and agreed with the FHC to strengthen
systems and controls for project implementatios;glan will be implemented by negotiations. Overall
project financial management risk, which is ratdayh’ would be reduced to ‘Substantial’ after
mitigation measures. Financial management riskextbuntry level is rated as ‘Substantial’. For
Financial Management details, see Annex 7.

70. Procurement The project will be implemented by the State Agefor Environmental

Protection and Forestry (SAEPF) of the Kyrgyz Rejouind the Forestry and Hunting Committee (FHC)
of Kazakhstan. Bank Procurement and Consultandélines (published in May 2004, and revised in
October 2006) will apply for project-financed adi®s, except counterpart contributions (mainly in-
kind), for which national procurement rules willgyp Kazakhstan enacted a new Public Procurement
Law (PPL) on July 21, 2007, that took effect onutag 1, 2008; it includes provisions that reflect
international practices and Bank recommendatiomsneeds improvement. The Kyrgyz Republic
enacted a new PPL on July 28, 2008, with few chautgéhe 2004 PPL, but no longer requires State
Agency clearances for bidding steps, which is goravement.

71. In November 2008, a Bank assessment foungtbpgct procurement capacity of SAEPF of the
Kyrgyz Republic and FHC of Kazakhstan are adequeateandle project activities. However, even though
both countries have advanced PPLs, the overalupeogent environment is assessed as high riskfend t
perceived level of corruption remains very highcéwling to Transparency International, the 2008
Corruption Preconception Index was 2.2 for Kazakisind 1.8 for the Kyrgyz Republic, ranking 145th
and 166th, respectively in the world. Kazakhstamelstic review and approval procedures remain
cumbersome (such as Government review of procuredoeuments, contract registration, and rigid
budget code). Also, it is difficult to attract aretain qualified specialists, particularly in Kahakan.

These conditions put project procurement risk gagia substantial in both countries after the nitiga
measures described below.

72. The following mitigation measures will be adzght(a) develop practical procurement plans
including careful packaging and realistic schedyliftr) complete advance procurement preparation as
much as feasible; (c) provide procurement traimingng project implementation; (d) closely supeevis
and monitor procurement processes; and (e) enBan& good governance and anti-corruption
safeguards, including transparency and disclogqeirements. (For details on procurement
arrangements and plans, see Annex 8.)

D. Social
73. Project activities are considered socially gies Therefore an integrated Environmental and
Social Assessment (ESA) of the project was comglbiea team of consultants on behalf of the Grantee
(Section E below covers the environmental section)e Kyrgyz Republic and Kazakhstan. The ESA
comprised a comprehensive desk review of repodsstatistics, key informant interviews, focus group
meetings, and a survey of 275 forest users incase study villages. The ESA was disclosed “in
country” on February 10, 2009 and submitted toshfip on February 25, 2009.

74. Socio-economic Impact of the ProjectThe ESA identified project benefits and risks. Supp
for the project is widespread among forest usecage study villages. Forest users often recoghite
unfavorable social and economic conditions areitgph excessive and unsustainable exploitation of
their forest resources. In many villages, more thalhof the energy demand for heating and coolsng
satisfied by burning firewood from trees and shrighgvey results have shown that rural people who
plant trees to satisfy their own needs for firewaod timber are less likely to engage in illegdting
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and harvesting. Other expected benefits includeitieet financial gains for engaging in forestatiand
income and employment benefits generated by eaistou

75. Overall social impact was assessed as podititehe ESA confirmed that a few project
activities may have negative consequences. Amasgtithe most important is forestation of marginal
land, which may conflict with the interests of herslcurrently using the land for grazing, sometimes
without formal leasing arrangements. Another padtnegative impact is the inequitable distributimfn
project benefits and revenues among stakeholdé@ishwnay be linked to the risk of limited
accountability among LHs and other official enstiavolved in resource distribution.

76. Mitigation Measures. Given these risks, the consultants and the prtgech proposed

mitigation measures to be incorporated in the ptajesign. To mitigate the risk of restricted asdes
grazing due to forestation along with the posgipiif conflicts arising from changes in the managam

of protected areas an Access Restriction PolicyRmdess Framework (ARPPF) has been prepared. This
framework serves to minimize possible conflictsiag from changes in the management of protected
areas and minimizes the risk of conflict betweeaazing and forestation activities implemented on the
basis of community decision making processes (fR&/Asocial mobilization process), state agencies
(Lezkhozes) or public-private partnership arrangamner he instrument therefore combines the core
elements of both a Process Framework (necessaagfieities within protected areas) and a Resetilgm
Policy Framework (necessary for activities outgidatected areas), while also outlining the parttipy
decision making process to be followed by Commaesifiursuing reforestation activities on AO [&nd

The ARPPF includes patrticipatory processes to fomal management groups to mediate any conflicts or
disputes arising from changes in the managememiotécted areas and to ensure that sites selemnted f
forestation are not under lease or informal usefaring livestock. When conflicts occur between
forestation plans and current grazing no forestadictivity will be carried out. The site-identiftaan

process already carried out specified that sitealdibe free of possible conflicts and surveyirans,
including social specialists, will confirm that nkear and serious conflict can be identified. Tdastious
approach is necessary as it is likely that forastawill fail if conflicts exist.

77. However, some marginal pastures are used ialbyrifwithout recognizable legal right or claim
to the land used), sometimes seasonally or evéwdgaasionally, making it difficult to identify pemtial
conflicts during the initial survey. If such caseise, the project will provide measures to assist
improvement or restoration of livelihoods in thenfioof access to alternative pastures, or othetsasse
such as seeds, fertilizers, or technical assistmiteprove the productivity of alternative passure
Similar measures will be available to informal @sef protected areas who may have their access to
important livelihood resources (grazing, forageptimber forest products) restricted as a resu#t of
change in the management regime. CoordinationtwéhKyrgyz Republic Agricultural Investment and
Services Project (AISP) will help implement measureassist the improvement or restoration of
livelihoods for persons affected by restricted asde grazing. A Memorandum of Understanding
between the two projects has already been signiedpimve coordination during pilot activities, awll
be broadened to cover the project.

78. To mitigate the risk of lack of knowledge abmifibrmal or seasonal uses of areas to be forested,
the project will adopt the following measures, degirg on the implementation mechanisms.
* ARIS. The social mobilization process is designed suesm maximum community engagement
in micro-project planning and selection, includmgasures to maximize women’s and other
marginalized groups participation in making dedaisio
» PPP on State Forest Fund LandAwarding public-private partnership forestatiowjpcts will
be based on principles of collaborative forest ngan@ent to help ensure transparency and

19 0OP 4.12 does not apply to community based natesalurce management activities, but such activiies
covered by this framework as a matter of due dilage
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accountability in selecting project beneficiariearthermore, LHs staff will benefit from training
and advisory support on the principles of collabiveaforest management and participatory
natural resource management techniques.

» Lezkhozes Transparency and knowledge of participatory appnes are limited but because
these areas are so remote, they are less prooefticts. Still, LHs staff will be trained in the
principles of collaborative forest management aadigipatory natural resource management
techniques to reduce the risk of conflicts.

79. Poverty targeting. A large share of project benefits is expectectsmh poor rural communities.
IFAD is preparing a more specific note on poveatgeéting, including gender and property rights. As
listed below, most benefits resulting from projestestments are pro-poor, even though most otthes
benefits will materialize only after project clogifsee Table 6 at page 15 for a more quantitative
assessment):

e Sustainable Employment GenerationHard manual work in rural areas will be carried o
primarily or even exclusively by poor people (st digure 3 at page 68);

» Foragewill be used by herders, who are among the popesple in rural areas, where 76% f
the poor are concentrated,;

» Fruits and Nuts (particularly walnuts) benefit particularly poarral people. Women play a key
role in harvesting and marketing of fruits. The howed Forest Management Component will
start to produce benefits during project implemeorta

» Firewood. More affluent household have access to electrait/or gas, and do not need
firewood to heat their houses or for cooking. liased availability of firewood will therefore
mostly benefit the poor;

* Round woodis the most important benefit that the project mibduce. Round wood is highly
valuable in the Kyrgyz Republic because the couintigorts most of it from Siberia, adding
significant transport costs. Most round wood pralby the project is poplar, a low-quality
construction wood that is unlikely to be used byeraffluent people who typically use the more
expensive pine logs imported from Siberia. Therefocreased availability of domestically
produced poplar will primarily benefit poor people;

» The small grantsunder Sub-component A.2 have proven to benefitlyntiee poor. The
assessment of a similar program implemented dihie@entral Asia Transboundary
Biodiversity Project revealed that such grantsreghptarget the poor (geographical targeting,
since protected areas are located in remote ambase the poorest people live). The assessment
also showed that 42 percent of beneficiaries wen@men (handicrafts, eco-tourism, etc);

» Eco-tourism will benefit in particular communities living arodmprotected areas, in the most
remote regions of the two countries. Remotenespawerty are strongly correlated; and

» Biodiversity, including increased availability of hunting gaamed other non-timber forest
products, will mostly benefit the poor.

E. Environment
80. The proposed project deals primarily with emwinental management and environmental
improvements in the Tien Shan, so the overall emnrental impacts are expected to be positive and
outweigh any potential negative impacts. Howeves,groposed project triggers several environment
policies, such as Environmental Assessment. ThoisEnvironmental and Social Assessment (ESA)
has been carried out and disclosed “in countryFehruary 10, 2009 and submitted to Infoshop on
February 25, 2009.

81. It is anticipated that the project will haveteong positive environmental impact, but some
activities have potential for a negative impact anitigation measures have been designed. The ESA
identified the primary negative impacts, includihe following:
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* Increased competition for irrigation water

» Reduced biodiversity through introducing monocutur

e Unskilled use of pesticides

* Increased allergenic substances produced by tsaeh &s cotton fluff produced by female
poplars)

» Temporary environmental impacts from waste manageneenission control and soil /
vegetation conservation during small-scale constrmavorks

82. None of these impacts is expected to be largeale, significant, sensitive, or unprecedented.
All of these impacts are expected to be reversddgblished and tested mitigation measures fon tre
readily available. The counterparts’ environmentgacities are assessed as satisfactory and the
Environmental Mitigation Plan has sufficient detaild quality to ensure that identified environmenta
safeguards measures will actually be mainstreameédnaplemented during project execution.

F. Safeguard policies

Safeguard Policies Triggered by the Project Yes No
Environmental Assessme(@P/BP 4.01) [X] [
Natural HabitatsQP'BP 4.04) [X] []
Pest Managemen®@ 4.09 [X] [1
Physical Cultural ResourceQi/BP 4.1) [X] [1
Involuntary ResettlemenOP/BP 4.12) [X] []
Indigenous People©EBP 4.10) [1 [X]
Forests QP/BP 4.36) [X] []
Safety of Dams@P/BP 4.37) [1 [X]
Projects in Disputed Area®P/BP 7.60) [ [X]
Projects on International Waterway8H/BP 7.50) [X] []
83. Environmental Impact Assessmertie project environmental category has been asdessB. A

joint Environmental and Social Assessment (ESA)been carried out and has been found acceptable by
the Bank team. The ESA describes potential ad®isind outlines the assessment and permitting
processes for such investments in accordance vatte@ment and World Bank policies and procedures.
The ESA reviews each country's legislative andleggry frameworks and implementation enforcement
capacity to assess their compatibility and adeqémcWorld Bank requirements; evaluates potential
project environmental risks and impacts, and sugdemeasures to prevent, minimize, mitigate, or
compensate for them, and enhance positive envirotahienpacts. The ESA also describes the process
for developing environmental monitoring and mitigatplans (EMPs) for specific investments.

84. Natural Habitats This policy is triggered because the project fiuilhince on-the-ground works in
legally designated protected areas, for examplaeddion of hiking trails for eco-tourists.

85. Pest Managementhis policy is triggered because the project fiilhnce a limited use of
herbicides in forestation sites. A Pest ManagerRé&rt was developed to reduce the risk of pesticste
and it is part of the Environmental and Social Asseent (ESA).

86. Physical Cultural Resource¥his policy is triggered because some of thequted areas include
archaeological resources such as petroglyphs,ltsiteéa and holy places. The protected area
management plan will define how to sustainably mgarsuch resources.

: By supporting the proposed project, the Bank da¢sntend to prejudice the final determination o fparties' claims on the
disputed areas
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87. Involuntary Resettlementhis policy is triggered because forestationvéitis may restrict
access to resources such as grazing for livestwmdupers. Project activities will not involve land
acquisition or physical relocation of people. Idi#idn, the component for Strengthening Biodiversit
Conservation aims solely to improve the managemiexisting protected areas, not enlarge them. To
address the risk of restricting access to grazingiccess Restriction Policy and Process Framewagk
prepared.

88. Forests The project will finance forestation activitigssites yet to be determined. The
Environmental and Social Assessment developedefrmrk to ensure that plantations will not involve
conversion or degradation of critical natural hatsit and that no invasive species will be useddtaid
threaten biodiversity.

89. Projects on International Waterwayghe project will finance forestation activitiesthe Kyrgyz
Republic, which will require irrigation of aroung920 ha, out of which 6,787 ha are in basins of
international waterways. This will increase irrigatwater demand in international rivers basins
including the Syr Darya, which flows to Tajikistand Uzbekistan, the Chui, and Talas, which flow to
Kazakhstan. The Kyrgyz Republic asked the WorldiBamotify riparian states on its behalf. The
notification letter was sent on February 17, 200% letter allows until April 13, 2009 for the rpiEnts

to submit comments. On April 10, 2009, the WatesdReces Committee of the Republic of Kazakhstan
answered stating that they do not object to thgeptoOn April 16, the Ministry of Melioration and
Water Resources Management of the Republic of iB&gilk answered stating that they did not object to
the project. As of May 19, 2009 (nine days after April 13 deadline) no reply has been receivethfro
the Republic of Uzbekistan.

G. Policy Exceptions and Readiness
90. No policy exceptions are sought for this prbj&be project is ready to be implemented. Thanks
to PHRD financing, the project implementation usiBishkek is staffed and a pilot forestation gias
already been planted.

91. The project will allow for up to $100,000 retntive financing of the IFAD Grant. This is
because the IFAD Grant is planned for the Septe2®@® IFAD Board meeting, and will require a few
months for ratification. However the project netmexpand planting during the fall of 2009 to aghie
the BioCarbon targets by 2017.
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Annex 1: Country and Sector Background
TIEN SHAN ECOSYSTEM DEVELOPMENT PROJECT

1. Biodiversity in the Tien Shan.The Tien Shan (“Celestial Mountains”) ecosystems of
Kazakhstan and the Kyrgyz Republic include a rasfgebitats from sub-tropical to tundra and glagier
including arid, semi-arid, forest, meadows, and ntain ecosystems. The geological origins of the
mountains and their wide variations in altituded alimates produce remarkable habitat diversity and
endemism. Table 9 gives an overview of the prdpeotected Areas (PAs) and biodiversity information.
The most widespread forest ecosystems are jurdpend), spruce and fir, and nut-bearing forests that
are especially valuable. The flora-rich area hassdimated 2,000 plants species, at least 12 pesten
which are considered endemic and include treessgsa and herbs. Over 1,000 species are utilized by
humans, including timber and firewood trees, megicplants, mushrooms, fruits, berries, and néstre
(e.g., apples, apricots, walnuts) and ornamengaitpl(e.g., endemic tulips). Of these at leastia€dl
species, or about 50 percent of the total numbspeties in Central Asia, are ancestral landraogs a
relatives of agricultural and horticultural crop$ie Tien Shan’s global botanical significance reslin

it being included in the WWF/IUCN Mountains of MigdAsia Center for Plant Diversity.

2. Fauna in the Tien Shan include many endangere@maheimic species: 27 avian and nine
mammal species are considered globally endangseedTiable 9). Among avian species, the area is a
particular stronghold for raptors, which have digaint breeding populations, including eagles; and
numerous species of migratory and wetland birds. Tien Shan and other Central Asian mountains
provide a contiguous habitat through their certredition for many mountain Asian fauna, including
Central Asia’s flagship species, the snow leopBahthera unciq The Tien Shan in the western part of
the species’ range is key to the movement of iddiais and genetic interchange among snow leopard
populations in the Hindu Kush, Karakoram, Kun LAftai, and Tibetan Plateau link. The Tien Shan is
also home to a rich array of ungulates, includmgArgalis (largest of the Eurasian sheep) with a
distribution confined to Central Asia, the Himalayad Tibetan Plateau. Of the three subspecies in
Central Asia, two are endemic to Tien Shan; theakéar argali Qvis ammon nigrimontanaritically
endangered) is confined to the Karatau and may eumt more than 200, and the Tien Shan ar@ali (
a. karelinj vulnerable) occurs in the Tien Shan in suitalaleitats.

3. Legal Framework for Biodiversity Conservation. Although each country is pursuing an
independent conservation strategy, a system ofap®otected areas (SPASs), established during the
Soviet regime, remains common to Kazakhstan an&yhgyz Republic and is a primary instrument for
biodiversity conservation. The project will focugpport on nationally designated PAs found in both
countries: State Strict Nature Resenappvednik including Biosphere Reserves and State National
Nature Parks. The project will continue to prom@tgional cooperation in conservation where praktica
Although PAs perform relatively well in securingpresentative samples of biodiversity pattern
(distribution of species, communities, and ecosys)ethey remain inadequate for conserving the
ecosystem processes that will secure the PAs divieicsity in the wider landscape. The ecosystem
approach—supporting multiple-agency, landscape-meroaches can help address this challenge,
although it is widely recognized that this can beplex and demanding.
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Table 9 — Overview of Protected Areas covered undehe Project

Project Protected Areas  Area Number of visitors in 2007 Biodiversity Values
(date of establishment) (ha) and period covered under
existing Management Plan
(MP)
1. Aksu Jabagly SR 131,934 Visitors — 6,192 , MP: 2009-13The West Tien Shan and Karatau mountains supperfaana and flora, including:
(1926) Severtzov's jerboa, Turkestan steppe polecat, epmlecat, Indian crested
2. Karatau SR (2004) 34,300 Visitors — 316, MP:20G6 porcupine, Karatau argali, and one of three siteshfe endemic Menzbier’s
3. Sairam-Ugam NP 149,053 Visitors — 2,000, MP: 2009-14marmot. Other important fauna: snow leopard (glyteidangered), Turkestan
(2006) lynx, Tien Shan argali, red deer, Tien Shan broaarpSiberian ibex, Golden
4. Kolsai Lakes NP (2007) 161,045 Visitors — 6,9987: 2009-17 Eagle, Great Rosefinch, Short-toed Eagle, Red-ahapp&on, Bearded Vulture,
5. Charyn NP (2004) 93,150 Visitor data unavailable Griffon Vulture, Penduline Tit, Tibetan Snowco&kora comprises 1,850 species,
Kazakhstan- Total 569,482 136 endemic with 32 spp. occurring in Kazakhstdy,off spp. Red Book listed

(1981), 17 endemic to West Tien Shan. Unique veigetdypes for Kazakhstan,
e.g., archa (juniper) forests, hawthorn woodlatyfses of tall-grass savannoids,
ArtemisiabrushwoodsAcantholimoncommunitiesPrangoscommunities, ash
forests in river valleys.

6. Naryn SR (1983) 91,023 Visitors — 569 The West Tien Shan range supports unique forestalofut, wild fruit, pistachio,

7. Karatal-Zhapyryk SR 21,259 Visitor data unavailable almond, archa and spruce/fir, broad-leaved and spga Also communities typical

(1994) for continental deserts, mountain steppe, savasnaitd meadows.

8. Issy-Kul SR (1948) 19,661 Part of Biosphere Rese Diverse flora concentrated in a relatively smaflaawith about 2000 spp. of

9. Padyshat SR (2003) 30,560 Visitors — 3,207 vascular plants, of 600 genera and 100 familiepet2ent of flora is endemic. 100-

10. Kulunata SR (2004) 27,434 Visitors — 25 plus spp. are ancestral forms/relatives of agucaltand horticultural crops.

11. Karabura SR (2005) 59,067 Visitor data unatssgla Vertebrate fauna represented by some 40 mammaksp860 bird species, 10

12. Kara-Shoro NP (1996) 14,340 Visitors — 3,998 reptiles, 3 amphibians, and 20 fish species. 1petBent of invertebrate fauna
Kyrgyz Republic — Total 263,344 inyest!gated depgnding on specjes groups, withtaﬁmoool insect spp. registered

Total Project 832826 with high endemism at the species, order, or higgneynomic levels.

Rare animal species listed in the Kyrgyz Red Bowkude the Menzbier's marmot,
snow leopard, bear, marten, argali, vultures, haypk-raptors, falcons, Himalayan
lynx, etc.

Issyk-Kul basin fauna, especially in mountain biltich and diverse. Eastern
portion contains archeological sites. Tien Shatils(ground squirrel).

Inner and Central Tien Shan high mountains sugpaye mammals, such as the
snow leopard, argali, brown bear, Siberian ibexpuhaat, stone marten, roe deer,
lynx, wild boar, and porcupine which survive duganrt to remoteness and
inaccessibility.

M State Reserves (SR) are known locally as “Zapakeédnd conform to IUCN Category la — Strict NatlReserve, locally designated National Parks (NRjaon to IUCN
Category Il — National Park
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4, Natural Resource Utilization. The Tien Shan ecosystems are a vital source ofstebse,
water, energy, and recreation for local and redipopulations, and more recently in the case ofisou
for international visitors. As with other mountaiystems, the Tien Shan range provides vital water
storage in the form of glaciers and snow, whichpsuts much of the cultivation in the plains beldwe
Tien Shan’s many streams, the majority of whichrdta the north, have formed alluvial deposits loa t
plains below that provide sites for agriculture asttlements and are home to several major popualati
centers. The Western Tien Shan’s annual freshwiggeharge to adjacent areas is estimated to be abou
10 cubic km. As a destination, the Tien Shan oféevariety of tourism experiences from mountaimegri
to bird-watching to sharing nomadic lifestyf@s\lthough the Tien Shan features prominently indgyr
tourism offerings, operators are increasingly reizigg value of offering Tien Shan-based experisnce
that include both countries. For Almaty-based ojp@na that focus on the Tien Shan, including Kyrgyz
destinations extends the trip and diversifies theism experience. Marketing a regional approach to
tourism would benefit the Tien Shan protected ane&asth countries?®

5. Challenges in Tien Shan Biodiversity ConservatioriThe mountains of Central Asia have long
been exploited for grazing, hunting, timber anéviood. Habitat destruction, overgrazing, and
unregulated wildlife hunting and firewood collecticemain major threats to biodiversity in the Tien
Shan. A more recent threat is the increasing réored load on mountain ecosystems from local and
overseas tourists to the Tien Shan, particularth@lssyk Kul Lake. But the biggest threat mayhee
long-term effect of global warming, which can radig change the present environment and biotahét t
same time, protection regimes in both countriesiadermined by institutional weaknesses that were
exacerbated by the transition; and reduced funidingtaff salaries and patrolling, among othenatixis,
has eroded strategic planning, day-to-day managemssearch, and combating illegal activities.

6. Forestry in the Kyrgyz Republic. This mountainous country has continental and exdhgm
diverse ecological conditions. Although forestseroenly 5.4 percent of Kyrgyz territory, they form
unique ecosystems and provide major biodiversigtevsheds, soil protection, and control of erosion,
landslides, and avalanches. Forest types includatamous conifers, relict walnut, pistachio, and
almond, riverine, and belts of irrigated, fast-giogvplantations and orchards near villages. Dutireg
last century, the forest area has been halved tgdgs of extreme anthropogenic pressure, mainly
firewood collection, illegal and/or unsustainaligding, and uncontrolled grazing.

7. Existing forests on State Forest Fund lands areiitapt to rural people for subsistence and
livelihoods, including direct use of forest resagcsuch as fuel-wood and non timber forest pragduct
timber harvesting, hunting, or livestock grazinmc® the Kyrgyz Republic has relatively low forest
cover, the importance of forest resources for rpealple varies widely among forest types and region
The most significant, if unsustainable, contribotaf accessible forest resources to livelihoods is
encroachment of forests for livestock grazing arel-fvood collection, which are legally restrictemi
banned) in the State Forest Fund land. Encroachihaesnbecome common practice, leading to extensive
forest degradation throughout the country.

8. The walnut-fruit forest in the Kyrgyz Republic rsetworld’s largest relict walnut forest, the
result of more than 1,000 years of a unique lamdauml livelihood system, which occurs on the nerthe
and north-eastern slopes of the Fergana valleyargks from pure walnut stands to mixed forestdype
with fruit trees, rose, almond, and pistachio spedn good seasons, collection of walnut fruitsvfutes

12 Tien Shan focused tourism offerings have beenifitsin the British Airways Tourism for Tomorrow Aands in 2004, and
selected as an Outstanding Trip of the Year in@#itMagazine (2005).

13 An example of regional cooperation is the Commubiged Tourism Central Asia Network, led by CBThia Kyrgyz
Republic with partners already in Kazakhstan,
http://www.cbtkyrgyzstan.kg/index.php?option=comniemt&task=view&id=100&Itemid=98
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the major source of income for some 100,000 fatestlers. However, unfavorable socio-economic
conditions and increasing population density haised the pressure on natural resources in thauvaln
fruit forest, posing a serious threat to this uriggosystem and source of livelihood for the pbls

lack the capacity to cope with this pressure an&intain the integrity of the forest.

9. There are also 300,000 hectares of forested ardayb@kmotu territory; most of which are
natural juniper stands, small-scale orchards, dimer dorest types. Aiyl Okmotus are local self-
governments, established with the 2002 Law on L8edftGovernment and Local State Administration
and the 2003 Law on the Financial and EconomicdBafsiocal Self-Government, developed as part of a
national strategy for decentralization. Aiyl Okmetomprise an elected council (Aiyl Kenesh), an
executive body that is the village administratigiy{ Okmotu) with an elected representative (Glava)
and additional institutions such as village eld@dssakals” (elected or informal), Women'’s Councils,

and others. These local self-governments are atailgrto the citizens that establish them andéo th

Aiyl Kenesh where they are registered, consequgthity are perceived as the most accountable ¢tdvel
government.

10. Trees beyond the State Forest Lands, primarily igh@kmotu lands, are even more important
for poor rural households. These include smallescathards and plantations in home gardens, rows of
poplars and willows along roads, irrigation chaspel windbreaks along agricultural fields. Trees
outside the forest provide essential forest prajuegpecially where State Forest Fund lands—
constituting most of the existing forests—are resvantd their access restricted. No statistics aaibadle
on the quantity and kind of contributions to lolbatlihoods made by trees outside the forest, mor o
depletion trends, but these resources’ declindbbar widely observed and recently attracted loealian
attention. In addition to fuel-wood, timber and rnionber forestry products, trees outside the Statest
Land can provide benefits for improved agricultymadduction, aesthetic and environmental serviges.
example, in the south where fuel is especially@eand pressure on existing natural resourcesazuldis
enormous, experts observe local people increasamgipging in small-scale tree planting, such asgalo
irrigation channels. Scaling up tree-planting dtigg is limited because most rural people lackrawass
of potential benefits, including early benefiteitHack of investment capital, and the delayedmet to
investments. However, significant potential exfstsscaling up tree-planting on local self-govermtsé
(Aiyl Okmotus) unproductive and barren lands, intigalar on the redistribution fund land.

11. The forestry sector is still struggling with tharsition to a market economy. The Soviet-era
forestry sector had a centralized and hierarclsitatture and policies designed for protection and
conservation. The sector was highly subsidized taa®oviet Union provided cheap wood and energy.
After independence, the socio-economic downturremeed rural unemployment and poverty, which
increased forest-dependent livelihood strategiesnanfocal people. In particular, forests have been
encroached for firewood collection, constructiortenals, and uncontrolled livestock grazing.

12. According to the UN Food and Agriculture Organiaat{FAO), the value of coniferous
sawnwood imported during 2006 was about US$9.0anjlicompared to US$2.0 million during 2000.
Similarly, a strong value increase for local-legahlity timber was observed—the price for one cubic
meter of 15-year old poplar timber increased fro®3300 to KGS1,000 during 2003-08. Local experts
and timber sellers attribute this price spike mabter scarcity, followed by a construction boom when
credit access improved. This trend peaked duriiZ¥ with a price of KGS1,200 per cubic meter of
poplar timber. But recent global economic crised eanstrained access to financing have reduced
construction. EIm hardwood, commonly used for fund, showed a similar trend—since 2002, prices
have doubled to KGS5,000 at end-2008, and the urizaket value is considerably higher.

13. While pressure has increased on limited foresturess and forest managers, the potential is
great for the sector to contribute to sustainedoseconomic development and poverty alleviation.
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During the last few years, the SAEPF and its pressar, State Forest Service (SFS), in cooperatitn w
development partners have initiated reforms to titegproles and responsibilities of the forest
administration. One of the major objectives of Naional Forest Program (during 2005-15) is to
integratethe local population and the private sector inte$b management.

14. The National Concept of Forestry Sector Developmembrts that the sector faces several
challenges: First, the national budget allocatamely covers more than administrative costs okhez
(LHs), therefore most forestry activities must b#-sufficient. Second, although LHs have quality
professional staff, they lack resources, managskiis, or incentives to pursue business oppotiesi
Instead, LHs management is hindered by a bureatia@tounting and reporting system, and a legacy of
centralized, inflexible decisionmaking. Third, madéformation and communication technologies are
lacking now that LHs must integrate social constiens with forest management, which is essertial t
address forest encroachment. Finally, althoughaBoHtative Forest Management has evolved during the
last decade, awareness, clarity, and detail akinlgon participatory procedures or stakeholder
involvement, all of which are essential to integritrest management with the local population aiytl A
Okmotus (see Annex 17: Collaborative Natural Resmitanagement).

15. During 1998-03, the State Forest Program reforemtednd 16,400 ha, although long-term
survival rates were very low. The State Forest Rmmgnow projects annual forestation activities 60D
hectares on State Forest Fund Land and 1,000 ksaiarAiyl Okmotu land. Low budget allocations
lead to low survival rates. Funds for initial intregnts and maintenance are insufficient, and tlagéiu
barely covers salaries and administration. The@atiing structure prevents coordination of available
funds (for example, funds are allocated too latihényear to fund appropriate site preparation deefo
planting), and quality planting materials, and filagntime are insufficient. Due to budget and técah
problems, most reforestation efforts do not leafibtest establishment:

« Inadequate soil preparation and planting techniques

* Low salaries and motivation among Lezkhoz staff

* Low quality seedlings due to inadequate nursergtjmes

« Insufficient forest protection

» Lack of awareness about local communities and ddcloordination with local Aiyl

Okmotus and communities
« Natural hazards such as drought, storms, and floods
* Planting on unsuitable lands in areas with highutetion pressure;

16. In the meantime, private foresters have succeeaddevieloping small-scale fast-growing
plantations, reclaiming formerly unproductive arren lands, achieving impressive survival rated, a
creating biodiversity benefits. Due to high timpeices, firewood needs, and unemployment, local
people show great interest in establishing smallesprivate plantations and orchards. But simiesttite
efforts, forestation of municipal and private lamsiimited by the high initial investment requiradd the
lack of capital to invest, which means that locakbtation activities rarely cover more than a few
hectares. Furthermore, local people need trainiigechnical assistance to improve their businigfis,s
planting techniques, and knowledge of sustainairest management and protection, including
environmental and biodiversity considerations.

17. Forest pests and diseases are not serious probl€grgyz forests, however in the southern
Oblasts Osh and Jalalabad, hardwood forests doeislrinfested with Gypsy Moth.ymantria Dispay.
Forestation activities with several hardwood speieOsh and Jalalabad would be exposed to a tigh r
of infestation. Therefore, the project would avpidnting hardwood species in regions affected lsgspe
Bio-control measures have been applied in coomeratith several development partners but the
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effectiveness rate is low—around 16 percent. Bettsults were obtained in combination with manual
egg collection, a method that also provides localrpvith income opportunities.

18. One of the strongest drivers of deforestation amest degradation in the country is pasture and
the encroachment of forest areas for livestockiggazince livestock grazing has been a dominamtcso
of livelihood for rural people. For centuries, maat nomads benefited from the country’s mountasnou
terrain by changing altitudes with the seasonsr@eaging was avoided by transhumance and a relative
low population. During the Soviet era, nomads veattied and collectivized, and pasture development
was intensified to create a center for wool proiductor the Soviet Union. After independence, the
central administration of pasture was transfornoeskt/eral central state entities, and local managem
authority transferred primarily to Rayon and AiykiBotu administration. In most cases, collectivesewe
dissolved and became small-scale farmer-owned qgastOrganized summer pastures, common during
the Soviet era, were beyond the capacity of mdsdistence livestock keepers. Increasing livestock
numbers and the absence of rotation systems, particthe rangelands near villages, have resitted
extensive overgrazing during the last decade, whiashcontributed to the current trend for resuimmgct
the practice of organized summer pastures in thentams.

19. In theory, a comprehensive planning process reguladsture management on a competitive
basis. This process would include thorough assedsmégrazing capacity and participation by digfer
institutions and administrative levels. Accordinghe Forest Code and Resolution N0.360, LHs pastur
(so-called “forestry tickets”) are allocated ditgdb farmers, while the local administration ress 25
percent of the fees. However, in practice, usditsigre awarded in an uncoordinated, opaque, and
sometimes informal manner, especially when pastnmesransferred to private investors from cities o
other areas, potential for conflicts with the lopapulation is high. Also, conflicts have been mipd in
some highly populated regions where forestatioivities on LHs land because pasture rights were
unclear, uncoordinated, and lacking proper procsiur

20. Many subsistence farmers prefer to regulate trastyses informally within the community, for
example, by using traditional tribal structuresifdormal registration is necessary, through the A
Okmotu administration. For example, conflicts sastdamage to trees caused by grazing are usually
solved directly or informally with the help of \dije elders. Therefore, the effectiveness and aasfiity
of pasture management largely depends on localmgtances and relations among herders, Aiyl
Okmotu, and LHs. This is likely similar in the régtion of other user rights.

21. Planted forests can no longer satisfy national aehfier fuel-wood and timber. According to
annual growth estimates, SAEPF allows the extraaifcsome 25 thousand’rof timber, including fuel-
wood, but much of this resource is inaccessiblaanntainous forests. There are no local assessmients
fuel-wood availability but according to a studytbé Central Asian Transboundary Project on
Biodiversity, actual fuel-wood collection is fiviertes the allowable quantity. In the winter of 200&
demand for firewood around cities escalated, likelsesponse to Central Asian water and energy
politics, which are increasingly controversial.

Table 10 — Threats/obstacles to biodiversity protéimn and reforestation and project actions

Threats/obstacles to biodiversity protection and Project actions
reforestation
Overgrazing in lower lands Collaborate with pastoemmittees

Improve forest management
Improve stakeholder collaboration (local
communities, Aiyl Okmotus, LH)
Unregulated hunting (especially of charismatic = Improve PA management, research support, public
flagship species) and wild plant collection awareness
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Over-exploitation of fuel-wood
Loss of habitat
Poor management of PAs due to lack of capacity

and finance

Long returns from investments in reforestation

Lack of financial resources of protected areas,
natural parks, and LHs

Excessive top-down strict conservation measures

Improve forest maragent
Reforestation. Improve stakeholder collaboration
(local communities, AO, LHs)
Forestation

Improve forest management
Strengthen the PAs with equipment (horses,
cameras, GPS, etc.), TA, eco- tourism (trekking
itineraries, maps, tourist information)
Introduce carbon trading as source of revenue

Udel grant elements in investments
Introduce carbon trading
Introduce multiple-benefit trees (e.g., orchards)
Diversify livelihood resources
Contribute to initial investment
Introduce carbon trading
Develop revenue-generating forest activities and
eco-tourism

p&tparticipatory conservation measures and
small grants to generate collaboration with local
communities
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Annex 2: Major Related Projects Financed by the Bak and/or other Agencies
TIEN SHAN ECOSYSTEM DEVELOPMENT PROJECT

1. Village Investment Project(VIP) in the Kyrgyz Republic. This successful patjeras
implemented by the Community Development and Inaest Agency (ARIS) to develop community
involvement in local decisionmaking. This projecbyides grants to villages to construct and improve
social infrastructure and support income-generaiitiyities designed to alleviate poverty. By
encouraging community inclusion in decisionmaking amplementation, the project improved the
efficiency of public fund management and incredsest in local governance. Local communities are
responsible for implementing micro-projects, finahenanagement, and procuring project inputs. $o fa
over 3,000 social infrastructure investments ardtime-generating micro-projects have been completed.
A factor that contributed to project success waklimg on the existing Aiyl Okmotu local self-
government structures. Building on the processdsratitutions established by ARIS, the World Bank
Agricultural Investment and Services Project (AlsBrently introduces community-based pasture
management to strengthen involvement of pastuns irs@llocation, use, monitoring and
decisionmaking to improve oversight, equitableribstion, and sustainability of this critical, over
exploited asset. The project is rated Highly Satitdry.

2. Agricultural Investments and Services Project(AISP) in the Kyrgyz Republic. This US$22
million investment operation aims to improve thstitutional and infrastructure environment for fans
and herders, emphasizing the livestock sector.prbject will increase farmer productivity, partiadly
livestock farmers in the project areas, and reduimal diseases that affect public health (e.g.,
brucellosis). Main project activities are pastunpiovement (US$9.0 million); rural advisory sergce
(US$5.0 million); community seed funds (US$4.0 ioil); and animal health (US$4.0 million). The
project is rated Satisfactory.

3. Agro-Business and Marketing Project(ABMP) in the Kyrgyz Republic. This US$12 million
investment operation aims to (a) expand the lefvattivity of processing, marketing, and trade
enterprises downstream from the farm gate; (beswe the number and economic importance of
producer organizations; and (c) improve markettioning and trade linkages among producers and
primary- and secondary-level trade organizatiom& fgroject provides a credit facility and technical
assistance to private enterprises, producers, #ued commercial organizations to improve the
competitiveness of Kyrgyz products. The projectied Satisfactory.

4, Second On-farm Irrigation Project (OIP-2) in the Kyrgyz Republic. This US$16 million
investment operation aims to improve irrigatiorvgss delivery on a sustainable basis. The projast h
three components: (a) strengthen WUA to ensuretiegtcan efficiently and productively utilize the
irrigation systems under their management; andefbilitate and modernize irrigation and drainage
systems on about 51,000 ha managed by an esti2@ttUAs. The project is rated Satisfactory.

5. The Forest Protection and Reforestation Projecin Kazakhstan. The project aims to develop
cost-effective and sustainable environmental rditation and management of forest lands and aswsatia
rangelands, with a focus on the Irtysh pine fortb&t,dry Aral seabed, and saxaul rangelands. Tdjeqbr
is implemented by the Forest and Hunting Commitfethe Republic of Kazakhstan. The project is
facing some implementation challenges and it iseriily rated as Marginally Satisfactory.

6. The Kyrgyz-Swiss Forestry Support Programme (KIRFOR began in 1995 and will be
completed in 2009. The project has focused on figreector institutional reform and its first
achievement was the approval of the 1999 Foresinc€pt. Since then the project has achieved
important improvements including: (a) developmemnodern forestry management tools, (b) promoting

30



the handing-over of productive activities in foresinagement to the private sector, (c) developwfent
the Collaborative Forest Management (CFM) in thénwiafruit forest, and (d) supporting education and
research for the sector. The focus of the fifth kst phase of the program (2008-09) is to include
municipalities in natural resources management.

7. Second Land and Real Estate Registration Projedh the Kyrgyz RepublicThis World Bank
financed project has been supporting GosRegisterState Agency responsible for Registration of
Rights to Immovable Property. The increased efficjeof this agency will improve property rights of
land leased for forestation activities.
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Annex 3: Results Framework and Monitoring
TIEN SHAN ECOSYSTEM DEVELOPMENT PROJECT

Results Framework

PDO

Project Outcome Indicators

Use of Project Outcome
Information

Contribute to improving ecosystem
management and sustainable fores
in the project areas of Kazakhstan
and the Kyrgyz Republic.

Global Environmental Objectives:
improving biodiversity
conservation

contributing to climate mitigation
by sequestering carbon dioxide i
forests in the Kyrgyz Republic

try

13,950 ha of new forests
established and maintained

Levels of key threats to
biodiversity for each PA remai
unchanged as measured
through a Threat Reduction
Assessment Index

Verified Emission Reduction
(VER) sold (a crucial measure
of reforestation sustainability):
179,000 tCQe at project
closing in 2014

500,000 tCGe by 2017

Insufficient achievement of
indicators should trigger revisions (¢
project implementation
arrangements or even design

nAssess PA management of threats|
and adjust based on findings

Carbon sequestration estimates wi
be used for CDM Validation and
Verification and to sell VER to the
BioCarbon Fund, closing in 2017

Intermediate Outcomes

Intermediate Outcome Indicators

Use of Intermediate Outcome
Monitoring

Improved management of 12
protected areas, natural parks, and
hunting reserves

Progress in protected areas
management effectiveness as
measured by the Management

Effectiveness Tracking Tool Score$

Assess PA management

effectiveness and/or adjust project
interventions and management bag
on experience with implementation

D

Increase environmental awareness
and benefits from eco-tourism

Number of eco-tourists visiting PAS

Number of public awareness
initiatives implemented on PAs,
tourism and CITES

UNESCO nomination of the
Western Tien Shan

The numbers of eco-tourists may
highlight problems in campaign
design and suggest revisions. Publ
awareness initiatives may flag
problems in activity design and
implementation and suggest
revisions.

The nomination process may flag
issues to address in transboundary
cooperation and areas requiring
attention in PA management.

Diversify local livelihood strategies
in ways that reduce threats to

biodiversity by increasing benefits
from eco-tourists and availability of
forest products

Fruits, nuts, and firewood available
for local communities including:
100,000 tons of apple

1.3 million cubic meter of
poplar round wood
harvested during 2018-27

Employment generated

Insufficient achievement of
indicators should trigger revisions (¢
project implementation

arrangements or design.

=+

ed

ic

Increase long-term financial
sustainability of the State Agency
for Environmental Protection and

Gross Carbon reventfe
US$0.340 million by project
closing in 2014 (net value

Insufficient achievement against
indicators should trigger revisions ¢

project implementation

14 Gross Carbon Revenue before payments of the assteiated to the VER (registration fees, verifocgtand
advance of the BioCarbon Fund for project prepanati
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Forestry of the Kyrgyz Republic
(SAEPF) and Aiyl Okmotu of the
Kyrgyz Republic

US$0.189 million) and
US$1.23 million in 2017 (net
value US$0.63 million).

Net value redistributed between

the SAEPF and Lezkhozes,
Aiyl Okmotu, communities and
private groups/investors.
Around 80% of the gross value
of VER redistributed to project|
participants (including local
communities, Aiyl Okmotus,
and forest agencies)

arrangements or design.

Demonstrate the feasibility of
carbon finance from forestry in the
Kyrgyz Republic to generate
knowledge and serve as a model fi
the region.

DI

Project Design Document
verified by the CDM
Exchanges with potential

Agriculture, Forestry, and Land

Use (AFOLU) project
proponents in the region

Effective project management

Project implementation timely
and well-coordinated

Delays and/or coordination problen
may flag shortcomings in capacity
and/or high-level support that need

NS

to be addressed.
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Arrangements for results monitoring

Target Values

Data Collection and Reporting

Project Outcome Baseline YR1 YR2 YR3 YR4 YR5 Frequency and Data Collection Responsibility for
Indicators Reports Instruments Data Collection
Area reforested and 0 2500 3,400 3,500 2,400 2,150 | Annual Monitoring of SAEPFof the
afforested implementation and kyrgyz Republic
maintenance though the Project
through regular, Unit, and ARIS
random controls by
PIU Monitoring
team (financed by
the PHRD grant,
after project closing
financed by carbon
revenue),
participatory
community
monitoring through
ARIS
Verified Emission 0 179,000 Annual Monitoring of tree| Forestry Agency of
Reduction (VER) sold growth by the Kyrgyz
(detailed annual targets to permanent sample | Republic though the
be estimated in the ERPA) plots, according to | Project Unit
the CDM
monitoring plan;
Threat Reduction Currently At least Annual PA monitoring Project
Assessment Index under remains systems and report$ Implementation
estimation unchanged on sub-component | Units
(expected A2
before
effectiveness)
Intermediate Outcome
Indicators
Improved management of | Currently All PAs At least 40% All PAs At least project start, PA reporting PIUs and PA
12 protected areas under using of PAs show show mid-term and completion authorities
(measured with the estimation | METT improvement improvement
Management Effectiveness| (expected
Tracking Tool, METT, before
previously ME Score Cards) effectiveness)
UNESCO nomination of the No Yes Once PA monitoring PlUs

Western Tien Shan

systems and reports
on sub-component
A2
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Number of eco-tourists 35,634 36,750 | 37,485| 38,235 39,780 Annual PA monitoring PIUs and PA

visiting PAs (2007) 39,000 systems and reports authorities
on sub-component
A2

Employment generated 0 338 519 634 575 580 Annual Monitoring system PlUs

(persons/year)

Value of VER redistributed | 0 85% 85% 85% 85% 85% Monitoring system PIU

to project participants and reports

(including local

communities, Aiyl

Okmotus, and Forest

Agency)

Project Design Document PDD PDD Verification PIU

validation registration

validated by a Designated
Operational Entity under th
CDM and the registered
with the CDM Executive
Board
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Annex 4. Detailed Project Description
TIEN SHAN ECOSYSTEM DEVELOPMENT PROJECT

Project components

1. The project includes the following components amg-somponents:

A. Strengthening Biodiversity Conservation in Protected Areas and Productive L andscapes
A.l. Protected Area Management
A.2. Conservation in the Broader Landscape thrdbmglall Grants in Kazakhstan
A.3. Sustainable Tourism Promotion

B. Forestry and Carbon Trading in the Kyrgyz Republic
B.1 Reforestation and Afforestation
B.2.Monitoring and Validation of Carbon Sequestnati
B.3.Improved Forest Management

C. Project Management

Component A - Strengthening Biodiversity Conservation in Protected Areas and Productive
Landscapes
2. The component will strengthen biodiversity constorathe Tien Shan region of the Kyrgyz
Republic and Kazakhstan. The project will help ioye management in 12 PAs in this region through
strengthening technical capacity, investing stiadly in PA infrastructure, supporting local effeto
reduce threats to biodiversity in and around ptdpes, and increasing public awareness and prognotin
sustainable tourism. Each country will develop amef activities based on availability of funds and
conservation priorities. The component will inclutie following three sub-components:

A.l. Protected Area Management

A.2. Conservation in the Broader Landscape thrdbiglall Grants

A.3. Sustainable Tourism Promotion

Sub-component A.1. Protected Area Management.
3. The sub-component will include the following matiaities:

4, PA Management Planning This activity will finance technical assistane®ldraining for the
development and implementation of management @anshasizing ecosystem-based approaches and
business planning for PAs. Given the large numb&4s in Kyrgyz Republic and limited financing, the
project will support development of management gkan six State Reserves and one National Park,
based on their biodiversity values (including leskthreats), size, and recreation potential. Tr@ach
and the plans will become models for managemennphg in the remaining PAs. In Kazakhstan, all five
PAs have developed management plans which wilrexpi2014-2017. The project will finance
updating these plans to extend the period covemddrusuch plans at least until to 2017.

5. PA Monitoring . This activity will finance technical assistancelaraining to introduce and/or
develop the following approaches
» Threat Reduction Assessment method (TA and training
- PA Management Effectiveness Tracking Tool,
« Wildlife Picture Index (WPIy and similar approaches, e.g., repeat photograptigfidscape
monitoring

15 The Wildlife Picture Index protocol was developsedthe Wildlife Conservation Society (WCS), but itwed all major
organizations that use camera trapping as a meomgttwol such as WWF, Conservation Internationad] Rlora and Fauna
International. Disaggregate trends for particufsecses groups will be reported. Population estimaga be calculated for many
species based on count and occupancy, if requiredds will be measured using camera traps sysieatatplaced within

fixed sampling blocks oriented from the site’s gaihgreatest anthropogenic influence to the Idaatera trap surveys will be
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« Other parameters as needed on a PA basis, eitpr ingpacts, grazing impacts, Non Timber
Forest Products (NTFP) collection, etc.
- Specialized studies (e.qg., status of threatenetlespsuch as snow leopard and Argali)

6. PA Management Capacity.The project will finance the preparation and impéenation of a
training plan to improve staff capacity for effeetiPA management. Technical assistance and traiing
expected to be provided in areas such as colldabermpproaches to natural resource management (this
will be linked to training activities under Compand), field-based skills for PA staff (poachingntml,
visitor management), ecosystem-based approach@sgaal monitoring (see section above).

7. PA Facilities. Investments under this activity will include eguient and infrastructure intended
to improve PA management including ecological namriig, threat assessment, and efforts to manage
key threats such as uncontrolled visitor movemantspoaching.
» Equipment, such as binoculars, cameras, horsdeymsi, etc., for field-based staff to improve
patrolling and general monitoring. Specialized pqent for wildlife monitoring, e.qg., self-
timing still and video cameras, GPS devices, laptmpputers, etc.
» Infrastructure such as tourist trails, campingssigéggnage, visitor booths, small-scale upgrades to
PA facilities, e.g., renovation of remote posts
» Office equipment such as computers, fax machirgar panels, etc.

8. Transboundary PA Management This activity will finance semi-annual meetingsR#
management and other stakeholders such as goveroffieials, scientists, civil society organizatgn
private sector (e.g., tourism, hunting enterprisasyl development partners. This is the only agtihiat
will be financed jointly by the two countries. Tacflitate implementation, each country will organan
annual workshop hosting the other country, whiabusdhgenerate healthy competition between the two
countries for the best workshop (location, contigfistics, etc.). Issue to be discussed duringehe
workshops include status of threatened speciesraarhent of legislation across borders, regional
tourism development opportunities, and so on.

Sub-component A.2. Conservation in the Broader Landscape through Small Grantsin Kazakhstan

9. This sub-component will finance small grants fardbgroups and organizations directly linked
to either threats or opportunities for biodivergitgtection. The main objective of these small tgasmto
increase the benefits for surrounding populatiaththas increasing their support for protection\aiigs.
Small grants could finance ecotourism activitiexx@mmodation such as small guest-houses and
traditional nomad yurts , guide training, trail éeapment, birdwatching treks, etc.), handicraft
production, low-cost livestock protection measuvedlife information programs, waste management
schemes, alternative energy promotion, environnheatéfication assistance, site and landscape
restoration. and similar initiatives. The sub-comgat aims to accomplish the following: (a) improve
opportunities to conserve biodiversity (e.g., eadn, sustainable Non Timber Forest Products, NTFP
collection); (b) reduce threats to biodiversity—gtmiman/wildlife conflict management, hunting coht
and alternative renewable energy; and (c) integratservation into the broader landscape through
working in PA buffer zones, and adjacent huntind fomest reserves. An operational manual on small
grants is under development with funding from tHeFG5rant for Project Preparation. The operational
manual for small grants will build on the experierat the CATBP and will define: (a) eligible acties;
(b) eligible applicants; (c) maximum grant size aldation; (d) design and approval process; and (e)
beneficiary contribution.

carried out on an annual basis at each site tougetiend updates relevant for site-based prisgtting and management. The
approach can be applied with varying levels of eipeand resources and in different habitats aolddical communities.
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Sub-component A.3. - Sustainable Tourism Promotion

10. The sub-component will support the developmentiampdementation of public awareness and
information campaigns to increase support for viediity conservation, generate interest in theorggi
natural and cultural heritage, and increase awaseoieobligations associated with international
conservation treaties. The sub-component will idelthe following activities:

11. Public Awareness ProgramsThis activity will implement an outreach programraise public
awareness and support for biodiversity conservatiahthe PA network, with a focus on increasing the
profile of the Tien Shan and the range’s touristraations to international and regional marketse Th
project will develop promotional strategies and eniats in partnership with key tourism actors ia th
region, e.g., the Community-based Tourism Assamiatif the Kyrgyz Republic, Kazakhstan Tourism
Association, and the Information Resource Centré&fmtourism (Kazakhstan).

12. CITES Campaign. Both countries are signatories to the CITES (Kaztn on April 19, 2000
and the Kyrgyz Republic on September 2, 2007)aluareness of the terms and implications are very
limited among PA staff, the public, and visitorspecially hunters. The project will support infotina
campaigns on CITES regulations and obligationstadjat PA staff and government agencies, hunting
outfitters, hunters, and other key actors.

13. UNESCO World Heritage Site Nomination Consensus exists among stakeholders in each
country to move forward with activities to nominat&Vestern Tien Shan World Heritage Site
Nomination comprising eight PAs and suitable buff@nes in The Kyrgyz Republic, Kazakhstan, and
Uzbekistan (Uzbekistan’s nomination will be dirgdihanced by UNESCO, and not under this project).

Component B. Forestry and Carbon Trading in the Kyrgyz Republic

Sub-component B.1: Afforestation and Reforestation

14. To contribute to restoring forest ecosystems arréddace anthropogenic pressure on natural
forest resources, this sub-component will invegomastation activities on 13,950 hectares oves fiv
years. Activities will be implemented with two maement models: (a) on State Forest Fund lands
directly with LHs or with public-private partnergisi (PPPs) between private investors and LHs; and (b
on Aiyl Okmotu or private lands with individuals;ayips, or communities through the Community
Development and Investment Agency (ARIS). The giaoihs will be made up of many small plots (the
maximum size governed by the legislation) and moll constitute large scale plantations under single
ownership.

15. For LHs and Aiyl Okmotu /ARIS, forestation actiei will be designed and implemented as
small-scale business projects to ensure forestatistainability. Private investors, community grewp
individuals, submit comprehensive project proposaikiding business plans and forest management
plans in cooperation with and according to the pdoces of LHs or Aiyl Okmotu /ARIS. Project
proponents and staff/designates of LHs, Aiyl Oknmeaind ARIS will be provided with technical traigin

for project design and implementation, includingdules on business management, forest establishment,
sustainable forest management and protection,goivisonmental and biodiversity considerations.

16. The project does not seek to maximize carbon @ddgiplanting only fast-growing species;
instead, the intent is for carbon finance to prevadsmall continuous incentive to improve the
sustainability of the established forest. The folltg tree species will be directly planted, seeaed,
regenerated: almond, elm, fruit trees, junipaneppistachio, poplar, saxaul, seabuckthorn, spruce
walnut, and willow, among others. These speciegitner indigenous or have proven to be non-invasiv
Taking project objectives into account, the totakaand species compositions will be determinechwhe
micro-project proposals are finalized.
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17. Negative effects on the environment and biodivefsdm plantations will be avoided by
maintaining a small-scale structure of various E®edaking into account the needs of local comutiesi
adjacent land uses, site suitability, environmecbalditions, and landscape features. At the same ti
this strategy of maintaining multiple types of fet@ion and structures will reduce risks to the
permanence of carbon sequestration.

B.1.A. Reforestation of 7,720 ha with Lezkhozes or Public-Private Partnerships

18. The project will invest in forestation activitiea @,720 ha of State Forest Fund land in
cooperation with LHs and the private sector. Ifiblie for CDM projects, project areas and reforimta
types will be selected according to the objectinfethe National Forest Plan. Project activities are
intended to add financial and technical capacitgxisting forestation efforts, not replace thenreach
actual targets of forest establishment accordirthedCDM Forest Definition for the Kyrgyz Repubitfc.

19. According to the National Forest Palicy, revenuedurcing functions of forestation activities in
this project will be transferred to the privatetsecControl and regulative functions shall remtaisks of
the state, to safeguard sustainable forest developamd protection. The LHs will provide non revenu
producing functions, including protection (contoblencroachment, forest health, fire management),
monitoring and control of project implementatiom.close cooperation with the Forestry Departmédat, t
project will help facilitate public-private partrstrips by developing detailed procedures and mesimeni
including modalities for procurement, benefit-shgricooperation, conflict resolution, and technical
assistance to the private sector.

20. Activities on State Forest Fund Lands include restation of secondary forest and forest
restoration in river and mountain ecosystems, legisg, direct planting, and assisted natural
regeneration. The aim is to restore and enhanciiveisity habitat and other protective forest fimrs,
to control erosion, and protect watersheds and.soil

21. The private sector is unlikely to invest where retuare delayed, and productive benefits and the
value of carbon credits are low, for example, ftagsn with protective spruce or juniper, and bigsia
accumulation. Therefore, cost-efficient and low-&optechniques are being explored for assistedalatu
regeneration of protective forests.

B.1.B. Afforestation of 6,230 hectaresthrough Aiyl Okmotus and ARIS

22. About 6,230 hectares of unproductive and degraaiedss| belonging to Aiyl Okmotus, private
landowners, and municipalities will be forestedaoperation with ARIS. Activities that take plaae o
lands designated agricultural will include only remable lands that are clearly unsuitable for crops

pasture, or any other type of agriculture. In paitr, on private lands there is a significant pté for

planting of shelter-belts along irrigation channetads, or between agricultural fields.

23. Forestation activities primarily aim to diversifyélihood strategies and alleviate poverty among
local communities by providing fast-growing plaitas and orchards, oriented to productive functions
Long-term benefits of forestation are timber, ametéased productivity and higher soil quality ohno
arable and marginal lands; short-term benefitdaege, fuel-wood, fruits and other non-timber &ire
products that contribute to local food and eneepusity.

24, Aiyl Okmotus may participate directly as one comityjror community members may
participate as individuals or groups, accordinthrelevant decrees on collaborative forest manage
and forest plot leasing and use. Activities willibmlemented based on the institutions set upeaithl
Okmotu level, according to procedures defined ioperation with ARIS, adapted from the successful

8 Minimum tree crown cover of 20 percent, minimueetheight of three meters, minimum land area oh@.5
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“Village Investment Project” and other projectsséparate operational manual is currently being
developed to outline the operational guidelines gameral procedures of ARIS activities.

25. The overarching aim of ARIS, and any project madameit, is to help alleviate rural poverty by
working at the grassroots level to support income employment-generating investments in village
infrastructure and in group-managed small and nrmediaterprises such as forestry activities. ARI® als
helps communities and local authorities work togetb achieve key development objectives at thalloc
level. ARIS aims to strengthen local administratieglies Aiyl Okmotu and councils (Aiyl Kenesh) of
Local Self-Government Bodies (LSG) and communitgdzhgrassroots institutions, making them more
inclusive, accountable, and effective at meetitiggers’ self-identified development needs.

26. Seabuckthorn (Hippophae ramnoides L.) is a unignédemanding and valuable shrub common
in the Central Asian region. While leaves and yohranches can be used as fodder, especially berries
and seeds have high nutritional and medicinal vdtoe instance, fruits contains high amounts of
vitamins, sugars and organic acids that can malgnificant contribution to the health of the rural
population. Intensively managed orchards can predycto 10 tons of berries per hectare. Therethee,
cultivation of Seabuckthorn within the project et major social benefits by providing income
opportunities, in particular to women and the pedrich will be specifically targeted to participate
these activities by the ARIS mobilization. In adafit the extensive root system contributes to soll
stabilization and land reclamation by nitrogen-iga, and therefore present a good longer-ternoapti
for fencing of plantations.

Sub-component B.2—Validation and Monitoring of Carlon Sequestration

27. The project will seek certification as an Affordgia/Reforestation Project under the “Clean
Development Mechanism” (CDM) of the Kyoto ProtoablLetter of Intent for the purchase and sale of
the Verified Emission Reductions (VERS) has begnedil between the World Bank (as Trustee of the
BioCarbon Fund) and the State Agency of EnvironaigPtotection and Forestry (SAEPF) for the net
carbon sequestration of 500,000 f@@til the year 2017. After complying with the Bia®an Fund
commitment, additional VERs (much more significaast-project) will be sold on the voluntary carbon
market. To facilitate access to voluntary markatsinternational consultant will be hired at the ef

the project lifetime to develop a self-sufficien,, carbon-financed continuation of the scheme.

28. The project was designed to keep the carbon-trastihgme as simple as possible, appropriate to
local circumstances and land-use planning systeoranstance, only marginal lands with little or no
vegetation are included in order to simplify baselassessments and monitoring as well as the fmoof
land eligibility. By designing the project as a ffolio of small-scale AR CDM project activities har

than one large scale project activity, small-scaéthodologies can be used: AR-AMS0005 on barren and
degraded lands and therefore for the majority efatea, and AR-AMS0001 on marginal grasslands. The
purpose of small-scale AR CDM is to enable theigiggtion of low income communities and

individuals. This portfolio of projects can be erdad at a later stage by adding more small-scale
projects

29. The project activities are in addition to any piags currently undertaken in the Kyrgyz

Republic, according to the small-scale CDM modaditand procedures. For CDM project activities under
the Tien Shan project, several barriers would pretlee implementation without the project’s
intervention,inter alia: investment and institutional barriers, barrieng ¢l prevailing practice and social
conditions. Although the increment is high and pojplantings are common in the Kyrgyz Republic,
there are very few plantings beyond a few hectiaeeause: (a) people are not aware of the full piaden
inadequate access to capital; (b) unclear ownergltits; (c) the risk of an investment with delayed
returns is too high; (d) challenging cash flow; &efsingle investors will have difficulties to amjze a
comprehensive community consultation essentiahfersustainability of the plantings etc.
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30. According to the small-scale methodology, the bagéds equal to the land-use prior to the
implementation of the project activity, i.e. in tbase of the proposed Project, barren lands orinadrg
grasslands. Any lands other than with little orvegetation are excluded from the project. Theretioee
baseline is set to zero. Most of the CDM projetivities will take place on redistribution funchids,

where there have been no government plantingsciiient government planting practices are not
representative for the baseline, since they bamelyde activities comparable to the foreseen CDM
project activities (irrigated fast-growing plantats on marginal lands). The State Forest Funditméted
land available that could meet CDM requirementsemuester enough carbon to justify CDM transaction
costs

31. The project intends to apply two different smakdecmethodologies AR-AMS0005 on barren
and degraded lands and therefore for the majofitigeoproject, and AR-AMS0001 on marginal
grasslands. Neither of the two methodologies adcimurproject emissions other than from fertilizer.
Other emissions such as from irrigation, foragsileppasture are considered insignificant. AR-
AMSO0005 does not include any limit on site pregaratAR-AMSO0001 restricts site preparation to 10%
of the total project area. For most CDM activitilesre will be site preparation once before planting
while it is assumed that the long-term effect dbastation on soil carbon on barren and erodedslan
will be positive. To prove this, the methodologit@dl “Procedure to determine when accounting ef th
soil organic carbon pool may be conservatively eeigld in CDM A/R project activities” is applied. In
accordance with this tool, the PIU is currentlyesssng the long-term effects of site preparatiosah
carbon in a pair-site assessment of stands anerblamds comparable to project circumstances. Witlis
confirm the omission of any related emissions.

32. Since only land without woody vegetation will beluded in the project, there will be no risk for
the displacement of fuel-wood collection. With Bteck as the predominant source of livelihood for
Kyrgyz people, there is however some risk of grgadisplacement. The project seeks to limit thigwwit
several provisions in project design:

a. Only plots meeting the following conditions arelired in the project:

i. currently unused,

ii. barren or degraded lands, or marginal grasslaritis/ittle or no vegetation,

iii. excluding any formal land use designation (e.gtysa} other than low-
productivef/irrigated or forest,

iv. excluding formal lease/renting agreements,

V. unsuitable for crops or pasture according to yidddses;

vi. Most of CDM project activities will take place oomi-productive and irrigated
lands of the redistribution fund, where informahzing is negligible due to the
absence of grass vegetation, according to numdieldsvisits and expert
consultations. The best quality areas of redistignufund lands have already
been distributed; the lands available are bartenyseroded or degraded yet
still suitable for plantations. This will be confied for each parcel by the
official soil classification determining degradatiand fertility.

b. The extent of informal grazing is being assessefiy teams (May-June 2009) in order
to select sites with minimal risk for displacemeneffects on livelihoods.

c. The participatory planning process is expecteditomize the risks of displacement or
encroachment of established plantations. For sieivinanaged by ARIS, the community
and its institutionalized representations appraveé ae involved in the design of micro-
projects, including the sharing of benefits (susltarbon, fuel-wood, forage).

d. Since carbon credits depend on tree growth for treduie, they are expected to
significantly reduce encroachment risk if they sinared by all stakeholders. Carbon
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credits provide early benefits shortly after tréenting, compared to much later returns
provided by timber.

e. Forage and the boost of grass vegetation due tiorifpeted afforestation should
compensate and outweigh the loss of marginal laedd for a few livestock-days per
year. When the trees are well established, graamngals will cause no damage, rather
grazing will provide organic fertilization and remiuthe risk of grass fires.

33. The grazing capacity of barren and degraded latittislitie or no vegetation is negligible and
therefore leakage is not accounted, according thadelogy AR-AMS0005. Displacement of activities,
i.e. of informal grazing, is mostly relevant to miaal grasslands. According to AR-AMS0001, actesti
may be implemented only on lands where the numbdisplaced grazing animals is less than 50 petr cen
of the average grazing capacity of the project;dreakage can be considered zero, if surroundiegsar
containing no significant biomass areas are likelseceive the shifted grazing activities. For niraat
grasslands, this applicability condition will benfiomed by field teams.

34. There are few country-specific parameters availtdlex ante carbon estimates. In the absence
of such values, the small-scale methodologies wallbav the use of default factors. For the proposed
project, the available yield table was reduced eoraively by 20% based on representative field
measurements and a Chapman-Richards growth fundtiospring and summer 2009, additional field
measurements are been taken in pilot sites to peodstatistically valid growth rate.

35. The current phase of the BioCarbon Fund ends i7,281d they will purchase credits up until
that date. Although this is a fairly limited time forestry terms, it is still a reasonable timeiqeito both
have a meaningful volume of carbon sequestratioit@get the project registered. In addition, the
BioCarbon Fund will assume the risk of registration

36. Sharing of Carbon RevenueFor activities on Aiyl Okmotu lands, communitielweceive at
least 50 percent of carbon revenue, based on teeraas of the social mobilization process, whictyma
require micro-project participants to provide audfial carbon revenue or other benefits, such ds fue
wood. For example, for one hectare of poplar ptéora, the carbon revenue for the fifth year wél b
about US$50. If an Aiyl Okmotu plants 150 hectarkegoplars as part of the Tien Shan Project, it wil
receive carbon revenue amounting to at least US|7S831uring the fifth year, to invest in community
projects. The PIU and ARIS are currently discussiage detailed mechanisms for allocating benedits t
the poor and disadvantaged. For specific targeirpmprehensive socio-economic baseline is availab
for all Aiyl Okmotu in the ARIS Information Managemt System. For activities implemented as PPPs,
the private micro-project participant will recei@@ percent of the carbon revenue, Lezkhoz will ikece
the remaining 20 percent. These thresholds maytieef adapted according to the experience in the
pilot projects currently implemented.

37. At the current project stage, ex ante estimategebanthropogenic greenhouse gas removals are
included only for elm, fruit trees, pine, poplandawillow, amounting to approximately 500,000 t@0O

until the end of 2017, reduced by project emissidssavailability of yield tables and growth infoation

is limited, estimations are conservative. For tileo species, available growth data is insufficemd

further field measurements are undertaken to obédigble estimates.

38. Based on the GIS database established for the Ciajdd® Design Document, a system of
permanent sampling plots will be established toitnoxiameter, height, biomass removals, land use
activities and other indicators related to envirental and social impacts. The PIU will employ one
Monitoring and Inventory Coordinator and two assis$ for the project lifetime. This monitoring team
will establish the sampling system, and undertalaterly random audits of growth, survival, planted
areas, biodiversity and additional qualitativeenid. Training workshops will be conducted relevant
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the ARIS participatory monitoring and evaluationgdapecifically to the staff of PIU oblasts in orte
increase capacity for a functioning monitoring sobe

39. The rights to the carbon benefits will be cleadided in the contracts between micro-project
participants, communities, project unit (SAEPF)zkleoz and ARIS. Kyrgyzstan has two strong points
on land property (which reflects in the benefitsdarced by such land, such as carbon sequestered):
» the Swiss Cooperation (KyrFor) has been workinglfdears to improve the legal framework
for forestry (see annex 16). Thanks to this, tigalléramework to protect forest land rights in the
country is very strong;
» The organization responsible for land administrgtidosRegister, is very efficient. One of its
objectives is to register " Property rights clesgure and reflected in accessible information base
". Until the end of 2008, GosRegister registereaual2.7 million titles of which over 1.3 million
are agricultural lands.

40. The project is building on this strong base by dtepiag clear and detailed contractual
agreements to facilitate a full implementation xiséng regulations. This is already being piloteith
support of the Legal Assistance to Rural CitizeARIC), an independent institution which has been
initially created with support of KyrFor. These tr@tts are also covering the sharing of carbonmase
41.

42. Carbon revenue will contribute to strengthen propeghts and mitigate these risks. Until
project closing (2014), and until BioCarbon Fundhaaitment period (2017), there will be the
opportunity to supervise the allocation of carbevenue to ensure that it will benefit the poorest
beneficiaries. Beneficiaries will be paid annualigir share of the carbon revenue on the basiseof t
contracts mentioned above and thus will possesgandent confirming their rights. This will work as
annual reminder of their property rights in relatto their forest/plantation. This sub componenit wi
develop the capacity to carry out this task, antihei financed even after project closure thankhéo
carbon revenue, Thus carbon revenue will allow nooimig and supervision for a period longer than the
five project years.

Sub-component B.3 - Improved Forest Management
43. Due to unfavorable socio-economic conditions, tlesgure on natural resources in the Walnut-
Fruit Forest (WFF) in the South of the Kyrgyz Relmposes a serious threat to this unique livelthoo
With the support of the Kyrgyz-Swiss KIRFOR projecischeme for collaborative forest management
(CFM) was developed during the last ten years, thighfollowing key elements:
» improve local livelihoods through sustainable reseuwitilization and income generation
opportunities arising from this.
» empower local people by providing them with grea¢sponsibility for forest management (and
potentially other aspects of their lives), and @aging motivation to conserve the forest;
e promote biodiversity conservation, through prodeetnanagement of selected stands;
* pursue equity through joint management of forests;

44, The core of this component is to continue and edhe CFM activities of the expiring KIRFOR
project in and beyond the pilot areas, by providiagacity building and support for improved
coordination and collaboration between AO, ARIS, &itl the population for natural resource
management.

45, To increase the sustainability of established ploms and forest management, the project will
provide technical assistance and capacity builthrigezkhoz and the private forestry sector, inalgdi
training on sustainable forest management, bussléks, and forest protection. Some equipment will
also be provided.
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Component C — Project Management

46. A project implementation unit (PIU) has been crdditg the Kyrgyz State Agency for
Environmental Protection and Forestry (SAEPF), adsiy a coordinator, procurement and financial
management specialists, and an office managermn@prioject preparation, technical skills, suchras a
international specialist in forestry and carbonliimg, will be hired as needed. In Kazakhstan, the
fiduciary capacity developed under the Forest Rtimte and Reforestation Project will be initiallgad.
Once the Kazakhstan grant will become effectivanall team dedicated to the proposed project will b
hired. The small team will include one coordinatmre procurement specialist, and one financial
management specialist.

47. In the Kyrgyz Republic, an additional regional umill be established in the South of the
country. The southern regional unit will have anamtant, foresters and technical experts to monito
forests. The Bishkek PIU and southern regional amgtresponsible for the following functions, in
cooperation with LHs, Aiyl Okmotus, ARIS, local comnities, and NGOs:
» establishing final micro project design and foresinagement plan in the project database and
GIS platform
» coordinating project implementation according te thicro project proposals
» accounting and allocating finance to micro projesutticipants for LHs forestation and the local
ARIS investment structures
» accounting for carbon credits
* monitoring and control of survival rates, technigahlity standards for seedlings, planting
techniques, site preparation and silviculturalriveations
» implementing the CDM monitoring plan
« coordinating technical assistance and trainings;
» conflict resolution and mediation;

48. Reforestation Monitoring and Evaluation. A comprehensive monitoring and evaluation system
is required to ensure that all activities are impated according to the agreed project design and
contractual arrangements. Random annual finarmmaturement, and technical audits will be conducted
by independent auditors and PIU teams. For Aiyl Oknforestations, ARIS monitoring and evaluation
procedures will be carried out according to therafpenal manual, including participatory monitoring

and evaluation at the community level, by local 8Ristitutions, and technical experts.
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Annex 5: Project Costs
TIEN SHAN ECOSYSTEM DEVELOPMENT PROJECT

Table 11 — Project Costs

Financier

IFAD PHRD GEF Beneficiaries Gov. Taxes Total %
(in kind) (cash'

The Kyrgyz Republic

Component A 0 ) 1,0C0 0 530 30 1,660 10%

Component B 7,1C4 &9 0 5,875 z06 975 14,349 33%

Component C 896 320 0 0 12 1,258 7%
Sub-total 8,000 409 1,000 5,875 886 1,097 17,267 100%

Kazakhstan

Component A 2,045 £5 3,000 152 5,252 4%

Component C 305 C 41 346 690
Sub-total 2,350 55 3,000 193 5,598 100%

Total project costs

Component A 0 0 3045 5t 3580) 232 6,912 30%

Component B 7,104 8¢ C 5,875 305 975 14,349 63%

Component C 896 320 305 0 0 83 1,604 7%

Total project costs 8,000 403 3,350 5,930 3,686 1,290 B38 100%
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Annex 6: Implementation Arrangements
TIEN SHAN ECOSYSTEM DEVELOPMENT PROJECT

1. The State Agency for Environmental Protection aacebtry (SAEPF) will have overall
responsibility for implementation of project actigs in the Kyrgyz Republic. The Community
Development and Investment Agency (ARIS) will bepensible for forestation activities at Aiyl Okmotu
level under Component B1 - ARIS, the implementingamization for the ongoing Village Investment
Project, will also implement part of the Reforestatand Afforestation sub-component, adopting ARIS
standards for social mobilization, micro-projedest@on, implementation, financing, and monitorig.
strong collaboration among SAEPF, the PIU, and ARAS already been established, which will facditat
coordinated efforts for implementing this sub-comgat.

2. The Forest and Hunting Committee will have overedponsibility for implementation of project
activities in the Kazakhstan.

3. The proposed project would be implemented in adinated but independent way in each
country. Each country will have its own Project lerpentation Unit (PIU) with its own coordinator and
independent budget. This will avoid the risk of ttiehfor budget allocation and management. Thesdh
will be a PIU in Bishkek and a PIU in Astana. Irddithn, given the larger amount of activities ieth
Kyrgyz Republic, there will be a regional officedalalabad. This regional unit will report to thejpct
unit in Bishkek.

4, Flow of funds. Figure 2 below shows graphically the flow of farfdr the three grants which
will finance the project. In addition to this, tBeoCarbon Fund will pay annually based on the riépgr
of emission reduced generated by the project. kewldgnt verification will be required after a maximu
of 5 years.

Figure 2 — Flow of Funds
PHRD Grant (already under implementation)

( World Bank

& J
A 4

( PIU in Bishkel )

& J
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GEF Grant

World Bank
v v
PIU in Astana (Plus «financing from the PIU in Bishkek, Responsibfor consolidatior
Government of Kazakhstan) with Kazakhstan (plus co-financing from th

Government of the Kyrgyz Republic)

L 4
Regional Office in Jalalabad

IFAD Grant

[ IFAD }
[ WB no objection as required

A 4 1
PIU in Bishkel ARIS
(Responsible for consolidation)
[ Regional Office in Jalalabad } [ Departmental ARIS offices ]
5. Relationships between th&Vorld Bank and IFAD. TheWorld Bank will act as a Cooperating

Institution to IFAD for this project. The two orgaations will sign a Cooperation Agreement which to
define roles and responsibilities of each institutiThe World Bank will be responsible to:

a. Facilitate Project implementation by assistingKlyegyz Government in interpreting and
complying with the IFAD Grant Agreement

b. Review the Grantee withdrawal applications to deiee the amounts which the Grantees is
entitled to withdraw

C. To review the procurement of goods, civil works ardvices for the Project financed by the
IFAD Grant

d. Monitor compliance with the Grant Agreement, brirggany substantial non-compliance to
the attention of IFAD and recommending remediesctioee

e. Administer the Grant and supervise the Project ag Ioe set forth in the Cooperation
Agreement

6. IFAD Designated AccouniseeAnnex 7: Financial Management and Disbursement

Arrangements at page 49). In addition to reviewiitipdrawals applications, the World Bank will also
monitor Designated Account activity. Special aftamshould be paid to any Designated Account for
which there have been no replenishment applicatiotige previous six months and to Designated
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Account for which the outstanding advance is sutiistly greater than the flow through the accowdro
a six-month period.

7. Disbursement Monitoring of the IFAD Grant. The World Bank will examine the Grantee’s
applications for withdrawal to ascertain whether #imounts claimed for withdrawal are in the correct
format, properly signed by the authorized represtem, fit the project description, fall within the
disbursement categories in the withdrawal schedol&form to the eligible disbursement percentages,
and are appropriately documented. In addition\Woeld Bank will monitor the compliance with the
disbursement conditions and will informs IFAD ofyaamounts that may not be considered eligible for
financing..

8. Disbursement Authorization of the IFAD Grant. The World Bank is responsible for
forwarding to IFAD an authenticated message auwhggithe disbursement of funds.

9. Statement of Expenditures for the IFAD Grant The World Bank, together with IFAD, will
ensure that Statement Of Expenditures (SOES) titidtevprepared and certified by the implementing
agency meets the criteria of IFAD and the World Biemnboth form and content, so that IFAD could
reimburses the Grantee on the basis of a withdrapglication supported by SOE.

10. Procurement Monitoring of the IFAD Grant (see Annex 8: Procurement Arrangements at page
59). The World Bank will review the Grantee’s prepd procurement arrangements and decisions prior
to the contract award for all contracts that exabedimit specified in the Grant Agreement (thadp

review threshold’). The IFAD Grant Agreement sisdilbulate that the World Bank Procurement
Guidelines (published in May 2004 and revised itoDer 2006) shall apply.
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Annex 7: Financial Management and Disbursement Arragements
TIEN SHAN ECOSYSTEM DEVELOPMENT PROJECT

A. Financial Management Arrangements

1. Summary and Conclusion.An assessment of financial management arrangerfarttse
implementation of the Tien Shan Development Projext carried out in November 2008 to review the
adequacy of budgeting, accounting, internal confuwids flow, financial reporting, and auditing
arrangements of the agencies responsible for griogtementation.

2. Kyrgyz Republic. The State Agency for Environmental Protection Backestry (SAEPF) has
established a Project Implementing Unit (PIU) aectuited key consultants including project
coordinator, finance manager, procurement spetialig office manager/translator who are already
implementing ongoing project preparation activitespported by an international consultant. The PIU
has installed and customized 1-C accounting so#tvi@rproject implementation, and preparing the
Project Operational Manual, with support from cdtssus.!’ Technical assistance and training to
strengthen the PIU capacity is built into projeesidn.

3. Kazakhstan. The project will be implemented in collaboratieith the existing Forestry and
Hunting Committee (FHC) which is currently implentiag the Forest Protection and Reforestation
Project. This project has ongoing difficulties inancial management (currently rated moderately
satisfactory) because it is difficult to attractaetain qualified consultants, and because budget
regulations in Kazakhstan are cumbersome and figiid.1-C accounting system acquired one year ago
to maintain project accounting records is not yitatively utilized; instead, the PIU accountingsisll
using Excel spreadsheets. The Tien Shan projechinél a new FM/Disbursement specialist for the
Kazakhstan project unit to be responsible for di/érencial management arrangements, in close
cooperation with the Kyrgyz Republic financial mgea Project accounting will be maintained using 1-
C software specially designed for World Bank finahoeporting and accounting requirements, and
systems, controls, policies and procedures docledentProject Operational Manual.

4, World Bank Assessment of FM capacityThe existing Kazakhstan financial management
arrangements for implementation of project comptsdo not fully meet Bank requirements. A time-
bound action plan was agreed with the PIU to sthegsystems and controls, and will be a condition
disbursement of goods, works, and small grant&&makhstan. On the other hand, financial management
arrangements for the implementation of the Kyrgep#blic project components meet minimum Bank
requirements. A time-bound action plan to furthitezrgthen systems and controls was agreed with the
PIU, and would be implemented by negotiations. averall project FM risk is assessed as ‘High’ befor
mitigating measures, with residual risk to be rexdlio ‘Substantial’ after mitigation measures.

5. Kyrgyz Republic Country Issues The project will be implemented in an environmehligh
perceived corruption. The Law on Accounting and lawAuditing (2002) envisaged using International
Financial Reporting Standards and Internationat@&teds on Auditing in the Kyrgyz Republic. However,
the country has not yet completed the transitiointeernational standards that promote transparandy
accountability in financial reporting—neither pubtior corporate sectors are compliant because ithere
no process for official adoption and publicatiomefy accounting and auditing standards when they ar
issued. However, most project implementing agengsescash basis accounting which is sufficient for
project accounting in most cases. The Governmemddsessing recommendations from the 2004 Country

" The Project Operational Manual will include a Fioiml Management Manual. A separate Micro-project
Handbook (Manual) for the implementation of micm@jpcts at the community level will be preparedhwARIS
support.
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Financial Accountability Assessment (CFAA), and Report on Observance of Standards and Codes on
Accounting and Auditing (ROSC), conducted in NovemB008. The Bank is providing support to
strengthen capacity in the Kyrgyz Republic Chamdfekccounts, the supreme audit institution, with th
expectation that the Bank will gradually place m@igance on institutional audits, and regularlgesses

its capacity to conduct audits, consistent witmgdéad practice in all Bank-financed projects.

6. Kazakhstan Country Issues A Country Financial Accountability Assessment 2§ for
Kazakhstan, completed in September 2002, concltidedhe country's fiduciary environment is weak
and the risk to public funds is high. Among theadfilgs are that Government spending is not trangpare
management information system and internal contnsveak, and the external audit function has low
capacity. The International Financial Institutejeh conducted the assessment, noted that official
research documents were outdated, making it difffoLevaluate the current situation, although ¢heme
signs of improvement in financial discipline atlalels of government. In particular, since 2002, t
Government has adopted several accounting andcfiddaws and developed an integrated treasury
system. Commercial banks and public companieseapgined to adopt International Financial Reporting
Standards as a basis for preparing annual finasigit@ments. Kazakh Accounting Standards (KAS)
require that accruals accounting be adopted, bpieimentation is weak among government agencies and
local commercial organizations because there aréet@ qualified accountants.

7. Implementation Arrangements and Staffing:

» Kyrgyz Republic. The PIU within the SAEPF will be supported by segional office in the
south, which will coordinate implementation of gdij activities at the regional level. ARIS, the
implementing organization for the ongoing Villagewéstment Project, will also implement part
of the Reforestation and Afforestation sub-compénaaopting their standards for micro-project
selection, implementation, and monitoring. A straotjaboration among SAEPF, the PIU, and
ARIS has been established, which will facilitatebnated efforts for implementing this sub-
component.

» Kazakhstan. The project will be implemented in collaboratigith the existing unit under the
Forest Protection and Reforestation Project. Ttogept has ongoing difficulties in financial
management (currently rated moderately satisfagtmrgause it is difficult to attract and retain
gualified consultants, and because budget regnatinKazakhstan are cumbersome and rigid.
The proposed project will hire a new Financial Mgeraent/Disbursement specialist for the unit
in Kazakhstan, who will be fully responsible fosblirsement functions, project accounting, and
financial reporting for the project in Kazakhstaoluding managing of the Designated Account.
The FM/Disbursement specialist activities will beclose cooperation with Financial Manager
based in Kyrgyz Republic.

The risk associated with implementation arrangeman®ignificant before and Moderate after mitigati
measures.

8. Planning and Budgeting.Each PIU will be responsible for preparing annualdets for the

project based on each country’s Procurement Prahireline with each Project Implementation Plan,
which will be used to allocate funds to projeciaties. Each PIU will prepare a three-year budget,
updated annually, broken down by quarter and désbuent categories, components, activities and sourc
of funding. Annual budgets will be agreed with Benk before submission to the Ministry of Finanoe f
final approval. Approved budgets will be includedtie accounting system for periodic variation gsial
between actual and plan, as part of interim firalmeiporting. Risk associated with planning and
budgeting is assessed High before and Signifidéet mitigation measures.

9. Project Accounting and Financial Reporting.The PIUs will maintain project accounts and
records, account for the funds, and safeguard girafsets. A 1-C accounting system will be used for
project accounting and financial reporting by Pl&azakhstan and The Kyrgyz Republic. The Chart of

50



Accounts structure will conform to the project ctailes, capturing financial data under appropriate
components, including sources and uses of fundgffitient detail to satisfy reporting requiremerithe
system will automatically generate the requiredrint financial reports (IFRs) in formats acceptdble
the Bank. All transactions will be recorded on chahis accounting, with supporting documentation
maintained in files and made available to the awsliand Bank missions throughout project
implementation.

10. Theaccounting system of each PIU will automaticallpgete Interim Financial Reports (IFRs)
in a format agreed with the Bank. The Financial Btgar of Kyrgyz PIU will be responsible for
submitting consolidated reports to the Bank narldtan 45 days after each quarter of the calengar. y
The reports will include: (a) Project Sources aisgs of Funds; (b) Uses of Funds by Project Agtivit

(c) Statement of Designated Accounts Statements(@rProject Account (counterpart funds) Statement
and (e) Balance sheets.

11. Regardingsmall grants and micro-projectsfor communities, simple financial reports and
milestones will be defined in the financing agrestrieetween the PIUs and the beneficiaries, and will
serve as a basis for disbursement of funds anddiabreporting. Financial management guidelines on
micro-projects will be included in the Micro-proje®perational Manual. The risk associated with
project accounting and financial reporting is asedsas Substantial before and Moderate after rigiga
measures.

12. Internal Controls. The PIUs will follow the Project Operational Mador accounting and
internal control policies and procedures, includiogtracting, flow of funds, authorizations, segtsan

of duties, safeguarding of project assets, andralsnbver maintenance and reliability of accountiaga
and financial reporting. An operational review vii# conducted by an independent auditor during mid-
term review, under terms of reference acceptablieeg®ank, to evaluate internal controls, polices
procedures for Project implementation, and impldat&gn of micro-projects at the community level€Th
risk associated with internal controls is consideBabstantial before and Moderate after mitigation
measures.

13. External Audit. Independent auditors will audit the proposed Ptdi@tancial Statements, under
terms of reference acceptable to the Bank, anddardance with International Standards on Auditing
(ISA). The Kazakhstan and Kyrgyz Republic actiatigill be audited separately. The annual audited
financial statements will be submitted to the BaoKater than six months after end of each calepelar
audited. The first project audit will be at the esfdhe first year of Project implementation. Thelh
contract awarded during the first year of projegplementation could be extended annually, subject t
satisfactory performance, and will be procured urdeompetitive procurement method. A sample terms
of reference was discussed with the PIU duringapal and will be confirmed at negotiations. Thkri
associated with external audit is assesadustantial before and Moderate after mitigatioasneesA
financial covenant for the annual audit of Proj&@ancial Statements will be included in the legal
agreement(s).

Table 12 — Required Audit Reports

Audit Report Due Date
Continuing Entity Financial Statements N/A
Project Financial Statements (including Special No later than six months after end of each calendar
Opinions, SOEs, Designated Account(s) year audited

Operational Audit (reference above on ‘internal | At project mid-term review
controls’)
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14. Risk Analysis and Mitigation Strategy.The Kyrgyz Republic and Kazakhstan are considered
high risk countries. Consistent with the risk-baapgroach in financial management, consideraticn wa
given during project preparation for the desigmuati-corruption and mitigation measures in the gebj
The risk assessment for the project is summarizéahb

Table 13 — Financial Management Risk Rating

Comments FM Risk Mitigating Measures FM
Risk'® Risk™®
INHERENT RISK
1. Country Level = Weak public financial S Capacity building for public financial S
Financial management and institutions management institutions such as
Management based on CFAA and Public Chamber of Accounts will enhance
Expenditures and Financial accountability and transparency in
Accountability. financial reporting, leading to improved
governance in public sector.
2. Entity Level Risk of political interference in S Project will maintain organizational M
Financial entity management, particularly structure and staffing satisfactory to the
Management by local governments Bank, and any changes will require
Bank agreement.
3. Project Level Community-driven micro S Minimizing flow of funds tiers before M
Financial projects in some regions increase funds reach end users (communities, by
Management risk for channeling funds to the transferring funds to the PIUs’ bank
end user. accounts and Regional Offices (three) in
charge of implementation. Project
implementation arrangements will be
closely monitored by the Bank.
Financial management capacity
to implement the Kazakh Region H Qualified FM/Disbursement Specialist
project activities requires specially hired for the Kazakh region
strengthening to meet Bank project will be in charge of accounting
minimum requirements. and reporting arrangements S
Overall Inherent S Risk-based financial management S
Risk supervision, interim reports and annual
audits of project financial statements
and operational review during mid-term.
Control Risks
4. Budget Cumbersome and rigid budget H Budgeting process is regulated by M
regulations in Kazakhstan budget code in Kazakhstan, which is
(Adequate budgeting procedures currently under revision, but only
in place for the Kyrgyz marginal improvements are expected.
Republic) Planning and Budgeting for project
implementation will be closely
monitored by the PIU and the Bank and
a qualified financial management
specialist will be hired for Kazakh
project implementation.
5. Accounting 1-C accounting system that is S Bank team to test the system to ensure M

widely used for other Bank-
financed projects in the country
will be used for project
accounting and financial

18 At appraisal
19 After mitigation
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reporting in PIUs.

Kazakhanstan PIU maintains

1-C accounting system, specially
designed for the WB financed projects

accounting records in Excel H will be acquired and installed. S

6. Internal Controls Internal control procedures ar S Operational review will be carried outat M
in place at the PIUs and would mid-term review to monitor compliance
be documented in the Project with controls and procedures
Operational Manual. documented in the Project Operational

Manual.
Financial management
responsibilities should be
segregated and all controls and
procedures documented in the
Project Operational Manual

7. Funds Flow Improved planning and S Monitoring timing of release of M
budgeting would minimize counterpart funds, and compliance with
delays on providing counterpart financial covenants.
funding in Kyrgyz Republic and
Kazakhstan Designated Account opened for the

Kazakh part of the Project will be M
closely monitored by the Bank and the
Ministry of Finance
8. Financial Interim Financial Reports for the M Interim Financial Reports (IFRs) for M
Reporting project in Kyrgyzstan adequate project reporting will be automatically
generated from the 1-C accounting
KZ PIU submits IFRs whichare H software by each PIU, and consolidated S
not yet satisfactory to the Bank, reports submitted to the Bank on
and with delays quarterly basis. Bank will review the
interim reports and provide comments.

9. Auditing Project Financial Statements will S Auditors acceptable to Bank to be M
be audited by independent appointed early to minimize delays in
auditors (one per each country) field audit and issuance of audit report.
and under TORs acceptable to
the Bank MoF appoints auditors in Kazakhstan

H and audit reports are delayed for all S
projects due to rigid government
procurement procedures. If late
appointments continue, the legal
agreement shall stipulate that the MoF
shall follow WB guidelines for
appointing auditors.

Overall Control Risk H S

Overall FM Risk H S

H =High S=Substantial M = Moderate L =Low

15.

after mitigation measures.

Overall financial management risk for the Projeatated as ‘High’, but reduced to ‘Substantial’

16. Strengths and Weaknesses: Kyrgyz Republi&ignificant strengths in the project financial
management systems and controls include the expedeP|U consultants that are already implementing
project preparation activities, and the extensikmedéence of ARIS, which will be implementing orfe o
the largest project activities and is implementimg ongoing Bank-financed Village Investment Prbjec
ARIS will coordinate closely with the PIU throughiqaroject implementation. In addition, the PIU and
regional office consultants will be supported bytfiene international consultants who will provide-
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the-job training and monitor community-level migmjects. To strengthen PIU staff capacity, tragnim
financial management and disbursement will be piexviduring project implementation.

17. Kazakhstan. The PIU lacks sufficient capacity to ensure adegjfiaancial management (FM).
The FM consultant who is currently working on trerést Protection and Reforestation Project is
relatively new and insufficiently familiar with B&rfinancial reporting and accounting requiremeitse
terms of reference (TORs) for the FM consultantehant yet been elaborated. Project IFRs submitted t
the Bank are not yet satisfactory and 1-C softusarmt yet fully in place for accounting and finaic
reporting.

18. The PIU in Astana will hire a qualified Financialdbursement Specialist who will oversee
financial management of the activities in Kazakhstad will liaise with the Financial Manager of the
PIU in Bishkek. The 1-C accounting system specidélgigned for Bank-financed projects will be used
for accounting and financial reporting.

19. Action Plan. The following is a time-bound Action Plan, agreeithvthe PlUSs.

Table 14 — Financial Management Action Plan

Action Responsibility Deadline

1 Consulting Firm to be contracted to assist Kyrgyz PIU
PlUs in setting the Financial Management
System of the Project preparation of the FM
section of the POM

2 Prepare and adopt the Project Operationalkazakh PIU
Manual (POM), including Financial
Management Manual (and Micro-Project
Operational Manual for Kazakhstan)

3 Kazakhstan - (a) Install and customize 1-G&Kazakh PIU
Accounting System (b) appointment of the Disbursement
FM specialist, and (c) adoption of an condition
acceptable small grant manual

Negotiations

Effectiveness

20. Disbursement Conditions

- No dishursement will be made for works, goods, smdll grants to Kazakhstan until the Astana
Project Implementation Unit has selected a suitabtadinator, financial management, and
procurement specialists

- No disbursement will be made for forestation atithgi until existing plantation norms of the
Kyrgyz Republic are revised

- No dishursement will be made for Kazakhstan ur()-1-C Accounting System will have been
installed and customized (b) a suitable PIU, iniclgd=M and procurement specialists, will have
been appointed

- No dishursement will be made for small grants irdddnstan until an acceptable small grant
manual will have been adopted.

B. Flow of Funds and Disbursement Arrangements

21. The total project cost of US$20.6 million will biednced with a Global Environment Facility
(GEF) grant of US$3.3 million, IFAD grant of US$8nillion, PHRD grant of US$0.6 million,
Government of Kazakhstan counterpart funding of &1&$nillion, and Government of the Kyrgyz

2 TORs are under review by the World Bank
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Republic counterpart funding of US$0.7 million.dddition, the beneficiary communities will provide
cash and in-kind contributions of about US$3.7ionill The project funds will finance micro-projects,
goods, equipment, and consultant services, inajudirdit, training, and operating costs for project
management.

IFAD Grant. IFAD will sign a separate Financing Agreement wiite Kyrgyz Republic to finance
project activities under Components B and C ofpifugect.

PHRD and GEF Grants. The Bank directly administers PHRD and GEF grant$it is also responsible
for supervising IFAD funds as detailed in Annexrplementation Arrangements. The grant funds will
be disbursed under Bank transaction-based disbergemethods that include: reimbursements with full
documentation, reimbursements on basis of Statenoéfixpenditures for small expenditures with
defined thresholds, direct payments to third partépecial commitments to third parties, and adwafic
grant proceeds into designated account(s) to faatigible project expenditures as they are incjramad
for which supporting documents will be provided.

22. Designated AccountsTo facilitate project implementation, a total ofdi(5) Designated
Accounts will be opened. Four of them will be fbetimplementation of the Kyrgyz Republic activities
and one for Kazakhstan (see Figure 2 at page 46):
» Kyrgyz Republic:

® PHRD Grant (already open)

(i) GEF Grant

(i) SAEPF for the IFAD Grant

(iv) ARIS for the IFAD Grant
» Kazakhstan:

(v) GEF Grant

23. The Designated Accounts will be replenished redylat least every three months, and audited
annually in conjunction with the audit of the prtjéinancial statements.

24. Documentation of Expenditures:

» Kazakhstan. Full documentation would be submitted for contraetiied above US$500,000
equivalent for goods, above US$3,000,000 equivdtarminor works, above US$100,000 equivalent
for consulting firms, above US$50,000 equivalentifidividual consultants and above US$50,000
equivalent for training. Expenditures against cactis valued at less then these limits and for
incremental operating costs and micro projects lwdlsubmitted using Statements of Expenditures
(SOEs); and

» The Kyrgyz Republic. Full documentation would be submitted for cortsa@lued above
US$100,000 equivalent for goods, above US$1,000@0tinor works, above US$100,000
equivalent for consulting firms, above US$50,000iegient for individual consultants and above
US$50,000 equivalent for training. Expendituresiegiecontracts valued at less then these limits and
for incremental operating costs and micro projadlisbe submitted using Statements of
Expenditures (SOESs).

25. For all expenditures financed under the SOE diguent method, full documentation in support
of the SOE will be retained in the PIU for at letygd years after the project closing date. This
information will be available for review by Bank ssions during project supervisions and by the ptoje
auditors. SOEs will be audited in conjunction vitile annual audit of the project. Further instrutdion
the size of the Minimum Application and on how fengill be withdrawn from the Grants will be
provided in the Disbursement letter.
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26. Micro-project Grants . To facilitate implementation of community-leveitizities, local bank
accounts will be opened in local branches of tharoercial bank holding the Designated Accounts
funding community-level activities. The PIUs in Ast, Bishkek, and a Regional Office in Jalalabad
(reporting to the PIU in Bishkek) will be openeddawill be responsible for managing local bank
accounts to finance micro-projects on behalf ofdbmunities and the Leskhozes. The small grant
recipients under project Component A and B willrcastranches to finance eligible micro-project
expenditures. Implementation, financing, and maimigpof the micro-projects and activities carriad o
through communities, village organizations, andviialdials will follow guidelines in the Financial
Management Handbook for Communities, and in thgeBr@perational Manual, as summarized below.
a. The PIUs and Regional Office for community leveemions will manage local bank accounts in
their respective regions to finance capital investta for communities and related operating costs.

b. Initial advances and replenishments to local badoants would be based on agreed milestones
specified in the Financing Agreement between thEAand implementing agencies, and as
outlined in the Micro-projects Financial Managemidandbook.

c. Replenishment to local bank accounts would be madée basis of simplified reports showing
sources and uses of funds and supporting documieciisiing bank statements. The replenishment
package would be verified by the Regional Officed andorsed by the PIU before replenishment.
Detailed flow of funds to the community level istimed in the project Manual.

27. The multi-layered and inefficient control systendananaging community-driven development
operations, makes the risks associated with flofuiads high. However, actual implementation of
controls would be monitored closely by the PlUhtdcal advisors, and Bank supervision missions. In
addition to the annual audit for the overall proj@tancial statements, at mid-term, independeditats
would carry out an operational review, under teofneference acceptable to the Bank. The operations
review would assess: (@) operations controlsHereffective and efficient use of resources; (fmficial
reporting controls for the preparation of reliafitencial reports; and (c) compliance controlstfa
implementing agencies’ compliance with regulatiand procedures outlined in the
Financing/Cooperation Agreement between SAEPF laméhiplementing agencies, and in the Project
Operational Manual. The PIUs would have overalpoesibility for operation, maintenance, and
administration of the Designated Accounts, thedttoiccounts (government contribution), and the
transfer of funds to local bank accounts. Detgilextedures on the flow of funds mechanism will be
outlined in the Project Operation Manual.

Table 7.4: Kyrgyz Republic -Allocation of GEF Grant Proceeds (net of taxes)

Expenditure Amount in US$
Category thousands Financing Percentage
1 Works 142 100
2 Goods 440 100
3 Consultant Services 337 100
4 Training 36 100
5 Unallocated 45
Total 1 000

Table 7.5: Kazakhstan - Allocation of GEF Grant Pra@eeds (net of taxes)

Amount in US$
Expenditure Category thousands Financing Percentage
1 | Works 220 100
2 | Goods 980 100
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3 | Consultant Services 615 100
4 | Training 95 100
5 | Grants 210 75%
6 | Recurrent Costs 100 100%
7 | Unallocated 130
Total 2,350
Table 7.5: Allocation of PHRD Proceeds
Category Amount of the Grant Allocated % of Expenditures to be
(US$) Financed
(1) National Consultants’ 206,120 100
Services
(2) International Consultants’ 166,000 90
Services
(3) Local Training, Workshop, 34,000 100
Stakeholders Consultation
(4) Goods and Works 86,000 100
(5) Operating Costs 134,000 100
TOTAL 626,120

28. Government Contributions. Governments’ counterpart funding to finance progattvities will

be provided in-kind and in-cash. Only funding faxe:s will be provided in cash and channeled through
project accounts to be managed by the PIU. In-kodtributions will be mainly for salaries and
operational costs, which are provided accordingatth government’s procurement and financial
management rules. The value of beneficiary in-kiadtributions will be determined using a system of
standard unitary costs and quantities used to @aeluject objectives.

29. Financial Covenants.The Recipient will be required to maintain a fin@henanagement
system, including accounts and records, suffidiemionitor sources and uses of funds for project
implementation. The project financial statementvd audited annually by independent auditors,eund
terms of reference acceptable to the Bank, angatreubmitted to the Bank no later than six months
after end of the year audited. Un-audited intefimaricial statements will be submitted to the Baok n
later than 45 days after end of each quakterancial management and financial covenants véll b
discussed and agreed at negotiations

30. Supervision Plan.The Bank will conduct periodic financial managem@l) supervision, at
least once every six months, initially, to monipooject implementation progress and ensure that FM
arrangements are in place. The FM supervision wimdds on the following: (a) review project
guarterly IFRs, the annual audited financial statets, and the auditor management letters and their
recommendations for remedial actions; (b) duringit@ supervision missions, review the following:
() project accounting and internal control syste(isbudgeting and financial planning arrangensent
(iii) disbursement management and financial flowsluding counterpart funds, as applicable; anyl (iv
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any incidences of corrupt practices involving pebj@sources. As required, a Bank-accredited Finhnc
Management Specialist will assist in the supermigimcess.

58



Annex 8: Procurement Arrangements
TIEN SHAN ECOSYSTEM DEVELOPMENT PROJECT

1. General. Procurement for the Tien Shan Ecosystem DevelopReréct will be carried out in
accordance with the World Bank “Guidelines: Precoent under IBRD Loans and IDA Credits,”
published in May 2004 and revised in October 2B®¢urement Guidelines); and “Guidelines:
Selection and Employment of Consultants by WorldiBBorrowers,” published in May 2004, and
revised in October 2006 (Consultant Guidelinesdt #ue provisions stipulated in the Grant Agreement
(GA). The procurement actions under different exjiteine categories are described below. For each
contract to be financed under the GA, procuremenbaosultant selection methods, pre-qualification
requirements, estimated costs, prior review requirgs, and time frame have been agreed between the
Recipient(s) and the Bank in the Procurement Alha. Procurement Plan will be updated at least
annually or as required to reflect the actual mjjmplementation needs and improvements in
institutional capacity. A General Procurement Ne{iGPN) will be published in UNDB on-line and in
print, and in dgMarket online in due course betheprocurement activities take place. Specific
Procurement Notices (SPN) will be published fol@B and NCB procurement and consulting contracts
as per Guidelines as corresponding bidding docusmant ORs become ready and available.

2. Assessment of Agency Capacity to Implement Procureent. The Bank conductean
assessment of the implementing agencies’ capacitgglement project procurement in October-
November 2008; it is included in the project file.

3. The project covers areas of Kazakhstan and TheygyRgpublic. Procurement activities will be
carried out by the Forestry Agency of each coutiitrgugh a PIU. The PIUs are teams within the
Forestry Agency of each country, not separateiesitithat report directly to the Chairman of thedstry
Agency. The Kyrgyz PIU staff is established andudes a procurement specialist. The PIU in
Kazakhstan will be set up upon the effectivenesb@proposed project. The two procurement spetsali
already available under the on-going Forest Prioteetind Reforestation Project will help bridge dari
the transition. All the existing procurement spksia have attended procurement training and gained
practical experience through on-going Bank finanmejlects. In view of the small amount of the
financing and the limited complexity of procuremantivities to be financed, existing procurement
capacity related to the project is considered aalequ

4, Procurement Risk Assessmenflhe overall procurement risk is rated substanftal anitigation
measures. The risks associated with procurementanahitigation measures were identified in the
assessment of agencies procurement capacity asdraraarized in the table below:

Table 15 — Procurement Risk Assessment

Risk Residual
Description of Risk Ratin Mitigation Measures Risk
9 Rating

Potential procurement delays: H Careful procurement planning and S
Experience with the past and on-going realistic scheduling; advanced
projects in countries show frequent preparation of technical specifications gr
procurement delays. TORs; further procurement training

would be provided during project

implementation; close Bank supervision

and monitoring, particularly from the

country offices.
Low level of competition: Past S Careful procurement packaging to foster M
experience indicates the procurement competition; wide and advance
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in countries has not attracted adequate advertising; proactive search and contact

competition; often only one bid was to potential suppliers, contractors or

received. consultants.

Inadequate contract management and M More emphasis and training on L

lower-than-required quality of works appropriate contract management; regular

or equipment physical inspections by PIUs and Bank
supervision mission.

Perceived high level of corruptias H Bank Anticorruption Guidelines (October S

measured by Transparency 15, 2006) and the transparency and

International. disclosure provisions of the Bank
Procurement or Consultants Guidelines

Overall procurement environment is (May 2004, revised in October 2006) will

unsuitable for effective procurement, be enforced.

Average H S

H: High; S: Substantial; M: Moderate; L: Low.
5. Procurement Implementation Arrangements.Procurement activities will be carried out by the

two countries’ Forestry Agencies through the Plbde Bank ICB SBD, SRFP, sample NCB or shopping
documents will be used.

6. Procurement of WorksWorks to be procured under this project would ideludevelopment of
trekking paths in the project areas; constructibimfoastructure in protected areas (such as retimvaf
offices, cordon houses, ranger stations); and fglastations.

7. The following special arrangements would be madkeuthe Kyrgyz components: for forest
plantations in areas under the jurisdiction ofagks, the Community Participatiapproach would be
adopted under the management of the ARIS (Commubrtielopment and Investment Agency)
following the existing procedures established far two Village Investment Projects. For forest
plantations in areas under the jurisdiction ofltbekhozes, Public Private Partners{i#P) would be
used in areas where higher yield trees can growewbrce Accountvould be used in the other areas
that are not attractive to private contractors. éintle PPP arrangements, long-term contracts will b
awarded to private investors through a competjpigeess that includes provisions to share benefits
between Lezkhozes and private investors. Spedtiaild for thee above arrangements (including Bank
reviews, monitoring and supervision, physical irgjpa) will be provided in the Project Operational
Manual (POM).

8. Procurement of Good§oods to be procured under the project wouldiihe] digital cameras
and other electronic equipment; specialized vebiated small tractors; horses for PA patrols; ranger
uniforms; printed materials and brochures; broaitugsnaterials.

9. Selection of ConsultantsConsultant services to be procured under thpgravould include:
development of management plans for PAs; monitcaimg) evaluation of management effectiveness
capacity; communication, awareness, and media dgmyaPIU staff; development of material for the
UNESCO nomination. Shortlists for consultants’ g&gs for contracts estimated to be less than
US$100,000 or equivalent may be composed entifetational consultants. UNESCO's services are
required for nomination of the Western Tien Shaa #gorld Heritage Site; the associated amounts are
small and will be contracted on SSS basis sincg UNESCO provides such services.

10. Training Training, including study tours, would be cadrigut according to annual training plans
to be prepared by the PIUs and agreed by the Bdrekinstitutions for training/study tours would be
selected by evaluating which institutional prognaould be most useful, availability of services, ation

of training, and reasonableness cost.
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11. Operating Cost:These would include office rent, utility and commmitations, translations, bank
charges, office supplies, advertisements, photdogpynail, and travel expenses. Such costs will be
financed by the project as per annual budget agorby the Bank and according to the implementing
agency’'s administrative procedures, which wereensed and found acceptable to the Bank. Operating
costs will not include salaries of civil servants.

12. Technical Issues of Procurement Decisidrise PIUs will be responsible for developing
technical specifications or TORs in collaboratiottvimplementing agencies and national or
international consultants will be hired to proviteeded assistance.

13. Filing and Records Keepindhe Astana and Bishkek PIUs and the Jalalabadmaigoffice will
set up adequate filing and recordkeeping systamhkiding hard and electronic copies of related
procurement documents. Agreed reporting formatsnataded in the project operation mahua

14. Procurement Plan.The PIUs have developed an initial Procurement fllathe entire project
scope consistent with the implementation plan, tvipiovides information on procurement packages,
methods, and Bank review requirements. The procemélan is tentative since it covers the entire
project completion period, however, a firm procuestrplan for the first 18 months of the projectl é
prepared before negotiations and will be agreed lpgtween the Recipients and the Bank project tgam
negotiations. This plan will be available in theplementing agency’s project database and the versio
without budget will be available on the Bank’s ertd website. The procurement plan will be updated
annually or as required to reflect the actual pjmplementation needs and improvements in the
implementing agency institutional capacity, in @agnent with the Bank project team.

15. Retroactive Financingn order to allow starting planting during thel thle 2009 fall season, it is
agreed that retroactive financing up to $100,000bei permitted under the project.

16. Frequency of Procurement Supervisionln addition to the Bank team prior review, the
Implementing Agenciesapacity assessment recommends ex-post reviewartdedcon at least 20

percent of contracts subject to post review. ¢bxipected that a field supervision mission will tpkece
every six months, during which, post reviews wél donducted. At a minimum, one post review report—
which will include physical inspection of samplent@cts, including those subject to prior review-H-wi

be prepared each year. Not less than 10 percéin¢ @bntracts will be physically inspected. The CDM
monitoring and verification requirements will aidraial physical inspections of reforested sites.

17. Anti Corruption Measures. The Bank Anticorruption Guidelines (October 2806) and the
transparency and disclosure provisions in the BRnokurement or Consultants Guidelines (May 2004,
revised in October 2006) will be enforced. Amonigess, the following specific actions would be taken
» Individuals involved in project management, inchglprocurement, and tender or evaluation
committees, must confirm that they have no cordfladtinterest, i.e., relationships with suppliers
consultants, or government officials, etc.
» Establish mechanisms to ensure payments to supplier contractors are made according to
their contract terms without delays.
» Notify the Bank of every complaint received fronppliers or consultants relating to the
procurement process; record and deal with theseledmts promptly and diligently.
e Maintain up-to-date procurement records and magsetlavailable to the Bank staff, auditors.
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Table 16 — Initial Procurement Plan for Activitiesin the Kyrgyz Republic
Works and Goods (Kyrgyz Republic)

= g § g % 7 Expected 5
Q m = o
Package No. Description/ Location é g % % 5 E n>:\‘§ .% % Bid- Cer\]/ta:?dCt Start % %
£ o> |a |3 g z 5 £0 Opening Date Date g0
i 2 s |e 2= c Date Q
2| 2 |& 3L O
= o
A B C D E F G H | K
1. WORKS
Construction of infrastructure in protected area
KG/W/02 (renovation of offices, cordon houses, ranger 150 1 [NCB| Prior [ 04/20/10| 05/21/10 | 06/30/10 12/31/12
stations, etc.)
Forestry micro-projects (multiple small packages) 6,991 M |CPP |Posta/| NA NA NA NA 12/31/12
Forestry micro projects (multiple small packages) 1,353 M | PPP Pir;?g NA NA NA NA 12/31/12
Reforestation (multiple small packages) 1,098 M | FA Pl’aleI' NA NA NA NA 12/31/12
Total 1. for works 9,293
2. GOODS
KG/G/01 4WD vehicles 142.3 ICB | Prior | 07/15/09 | 08/15/09 | 09/18/09 01/16/10
KG/G/02 Field equipment (binoculars, water bottles, tents) 65 SH | Prior [07/15/09 | 07/30/09 | 08/29/09 11/27/09
KG/G/03 Radio transmitters 65 SH | Post [ 07/20/09 | 08/04/09 | 09/03/09 12/2/09
KG/G/04 Survey equipment 65 SH | Post | 07/25/09 | 08/09/09 | 09/08/09 12/07/09
KG/G/05 Monitoring equipment 92.7 SH | Prior | 07/15/09 | 07/30/09 | 08/29/09 11/27/09
KG/G/06 Uniforms 52.3 SH | Post | 08/05/09 | 08/20/09 | 09/19/09 12/18/09
KG/G/07 Office equipment 80.1 SH | Post | 08/05/09 | 08/20/09 | 09/19/09 12/18/09
KG/G/08 Horses 20.8 SH | Post | 08/10/09 | 08/25/09 | 09/24/09 12/23/09
KG/G/09 Nursery technical upgrading 100 SH | Prior | 07/15/09 | 07/30/09 | 08/29/09 11/27/09
KG/G/10 Agricultural equipment 69.7 SH | Post |08/10/09 | 08/25/09 | 09/24/09 03/23/10
kg/Giny  |Field equipmentincluding minor tools for reforestation| 47 |\ | sH | post |08/10/09 | 08/25/09 | 09/24/09 12/31/12
(multiple packages)
KG/G/12 Manuals. brochures and publications 27.2 SH | Post [ 08/10/09 | 08/25/09 | 09/24/09 12/31/12
Total 2. for goods 887.1
Legend :
International Competitive Bidding (in accordance with section 2 of the Procurement Guidelines)
ICB = For works contracts valued at or more than USD 1,000,000
For goods contracts valued at or more than USD 100,000
National Competitive Bidding (in accordance with section 3.3 of the Procurement Guidelines)
NCB = For works contracts valued less than USD 1,000,000
For goods contracts - Not Applicable
DC=:Direct Contracting (in accordance with section 3.6 of the Procurement Guidelines)
Shopping (in accordance with section 3.5 of the Procurement Guidelines)
SH = For works contracts valued less than USD 100,000
For goods contracts valued less than USD 100,000
FA =Force Account (in accordance with section 3.8 of the Procurement Guidelines)
CPP =Community Participation in Procurement (in accordance with section 3.17 of the Procurement Guidelines; cost sharing)
PPP =iPublic Private Partnership (contracts awarded to the private investors through local competitive process on cost/benefit sharing basis)
Prior review
For Goods, all ICB contracts, the first Shopping contract (regardless of value), and all direct contracting contracts (if any) will be subject to
Bank prior review. NCB for goods is not applicable for The Kyrgyz Republic.
For Works, all ICB contracts (if any), the first two NCB contracts (regardless of value), the first Shopping contract, and all direct contracting
contracts (if any) will be subject to Bank prior review.
The first 4 FA contracts are subject to the Bank prior review.
The first 4 PPP contracts are subject to the Bank prior review.
Qualificatior?:re Not Anticipated
Pr el:f)grrgﬁsgc: Will apply to works contracts only

Note:

a/ The specific Bank review requirements will béedeined in line with the POM once the packageslafsmed.
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Consultants’ Services (Kyrgyz Republic)

: .| Expected
Estimated _5 = | FERUE | A Prgposal Contract Comple-
Package No - . . Cost g2 | I_3ank sement Submissio | Award Start tion
’ Description of Assignment/ Location | 2 @ | Prior/ | for EOI Date
(USUS$0 | © = n Date Date
) Post Date
00 Date
A B C D E F G H | J
3. CONSULTANTS' SERVICES
KKG(é?C?S(/)(;Ls_ PIU staff (8 positions) 401.1 SESOE) / Prior 12/31/13
KG/CS/09  :Environmental/Biodiversity Specialist 45.3 IC Prior :07/10/09 09/03/10 12/31/13
KG/CS/10 M&E methods and IUCN assessment 16.2 CQOS Post :11/10/09 02/08/10 12/31/12
KG/CS/11 Management planning 20.3 CQS Post :11/10/09 02/08/10 12/31/10
KG/CS/12  iFM evaluation and improvement 42.5 CQOS Post 111/10/09 02/08/10 12/31/11
KG/CS/13 Public awareness & website development 43.6 CQS Post :11/10/09 02/08/10 12/31/13
KG/CS/14 Management of small grant scheme 30 COS Post :01/25/10 04/25/10 12/31/12
KG/CS/15 Communication campaign 100 CQOS Prior 111/10/09 02/23/10 12/31/10
KG/CS/16  UNESCO services 12.4 SSS Prior NA 12/10/09 12/31/10
KG/CS/17  Training guides 21.2 SSS Prior :01/25/10 04/25/1 12/31/12
KG/CS/18  Annual Audits 27 CQOS Prior :01/25/10 04/25/10 12/31/13
KGicsig  TAforimplementation of conceptfornursery 5,5 cog post  01/25/10 04/25/10 12/31/12
development; seed & seedling testing
KG/Ccs/20 A for validation and monitoring of carbon 1068 | CQS | Prior 01/25/10 04/25/10 12/31/13
sequestration
Legend
QCBS=| Quality and Cost-based Selection (in accordance with sections 2.1 - 2.28 of the Consultant’s Guidelines)
0OBS=Quality Based Selection (in accordance with section 3.? of the Consultant’s Guidelines)
CQS=iConsultants Qualifications (in accordance with section 3.7-8 of the Consultant’s Guidelines)
LCS=! Least-Cost Selection (in accordance with section 3.6 of the Consultant's Guidelines)
FBS=Fixed Budget Selection (in accordance with section 3.5 of the Consultant’s Guidelines)
SSS=iSingle source Selection (in accordance with section 3.9-13 of the Consultant’s Guidelines)
IC =i Individual Consultant (in accordance with section V of the Consultant’s Guidelines)
Prior Review
For firms: All contracts equal to USD 100,000 or more. First two contracts regardless of value and all SSS contracts.
For individual consultants: All contracts equal to USD 50,000 equivalent or more. First two contracts regardless of value and all
SSS contracts.
All the TORs (regardless of the value of assignment) will be subject to Bank prior review.
Short lists composed entirely of national consultants: Short lists of consultants for services estimated to cost less than
US$100,000 equivalent per contract may be composed entirely of national consultants in accordance with the provisions of
paragraph 2.7 of the Consultant Guidelines.
.ib/ SSS will be applied to those PIU staff that has been hired competitively under the PHRD grant and has been performing
Note: =~ h . . - h )
satisfactorily. These staff will continue to work under the financing of the project.
Table 17 — Initial Procurement Plan for activitiesin Kazakhstan
Works and Goods (Kazakhstan)
X~
S8 |& | &8 g
T 8|2 |[ex|af c Expected S
5 Description/ Location s % g |EB|2%| S Bid- contract | gyt T L
ackage No. EQH |8 || 0y [ G Award Date 5 &
20> 1o 32/ 30| £° pening Date g0
it g 52|89 L IS Date 8
=ls :| [a & g./
Z o
A B C D E F G H | K
1. WORKS
Construction of infrastructure in protected area
KZ/W/01 (renovation of offices, cordon houses, ranger 277.6 NCB| Prior | 04/20/10 | 05/21/10 | 06/30/10 12/31/12
stations, trekking paths, etc.)
Total 1. for works 277.6

2. GOODS
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KZ/G/01 Office equipment & furniture for PIU 12.8 SH | Prior | 07/15/09 | 07/30/09 | 08/29/09 11/27/09
KZ/G/02 4WD vehicles 100 SH | Prior | 11/15/09 | 11/30/09 | 12/30/09 03/30/10
KZ/G/03 Binoculars and skis 42.3 SH | Post | 03/31/10 | 04/15/10 | 05/05/10 08/03/10
KZ/G/04 Motopumps and water bottles 27.7 SH | Post | 03/31/10 | 04/15/10 | 05/05/10 08/03/10
KZ/G/05 Uniforms 237.3 ICB | Prior | 01/30/10 | 03/01/10 | 04/06/10 09/03/10
KZ/G/06 Office equipment, radio transmitters 95.7 SH | Prior | 03/15/10 | 03/30/10 | 04/19/10 07/18/10
KZ/G/07 Horses and accessories 107.1] NCB | Prior | 11/20/09 | 12/20/09 | 01/25/10 04/25/10
KZ/G/08 Solar panels 160.5 NCB | Prior | 11/20/09 | 12/20/09 | 01/25/10 04/25/10
KZ/G/09 Generators 49 .4 SH | Post | 03/31/10 | 04/15/10 | 05/05/10 08/03/10
KZ/G/10 Sprayers 13.8 SH | Post | 04/15/10 | 04/30/10 | 05/20/10 08/18/10
KZ/G/11 Minor equipment (incl. sleeping bags and mats) 8.2 SH | Post | 04/15/10 | 04/30/10 | 05/20/10 08/18/10
KZ/G/12 Brochures' and publications 22.4 SH | Post | 04/15/10 | 04/30/10 | 05/20/10 12/31/12
KZ/G/13 Monitoring equipment (movement activated) 341.1 ICB | Prior | 04/20/10 | 05/20/10 | 06/25/10 06/25/11
Total 2. for goods 1218.3
Legend :i
iInternational Competitive Bidding (in accordance with section 2 of the Guidelines)
ICB = For works contracts valued at or more than USD 3,000,000
For goods contracts valued at or more than USD 500,000
National Competitive Bidding (in accordance with section 3.3 of the Guidelines)
NCB = For works contracts valued less than USD 3,000,000
For goods contracts valued less than USD 500,000
DC=Direct Contracting (in accordance with section 3.6 of the Guidelines)
Shopping (in accordance with section 3.5 of the Guidelines)
SH = For works contracts valued less than USD 100,000
For goods contracts valued less than USD 100,000
Prior review
For Goods, all ICB contracts, first 2 NCB contracts (regardless of value) and all NCB contracts at or more than USD 200,000; the first
Shopping contract, and all direct contracting contracts (if any) will be subject to Bank prior review.
For Works, all ICB contracts (if any), the first two NCB contracts (regardless of value) and all NCB contracts at or more than USD 2,000,000;
the first Shopping contract, and all direct contracting contracts (if any) will be subject to Bank prior review.
All FA contracts are subject to the Bank prior review.
Qualificatior?:re Not Anticipated
Domestic Will apply to goods contracts only
Preference =
Consultants’ Services (Kazakhstan)
. . | Expected
Estimated _5 E bReE\’/ |ev|Z RN Proposal | Contract s Comple-
Package No. - . ) Cost [SE= y Bank | sement Submissio | Award LELU tion
Description of Assignment/ Location ~| 2 @© | Prior/ | for EOI Date
(USUS$'0 &= | post Date n Date Date
00) Date
A B C D E F G H | J
3. CONSULTANTS' SERVICES
KZ/CS/01 Project Director 776 IC Prior 07/10/09 09/03/09 12/31/13
KZ/CS/02 Financial Manager 64.7. IC Prior |1 07/10/09 09/03/09 12/31/13
KZ/CS/03 Procurement Specialist 37.7._IC Prior : 07/10/09 09/03/09 12/31/13
KZ/CS/04 Environmental/Biodiversity Specialist 615 IC Prior |1 07/10/09 09/03/09 12/31/13
KZ/CS/05 M&E methods and IUCN assessment 21.3. CQS Post 11/10/09 02/08/10 12/31/12
KZ/CS/06 Management planning 20.3i CQS Post 11/10/09 02/08/10 12/31/10
KZ/CS/07 Public awareness & website development 53.2. CQS Post 11/10/09 02/08/10 12/31/13
KZ/CS/08 Management of small grant scheme 32.3] CQS Post 01/25/10 04/25/10 12/31/12
KZ/CS/09 Communication campaign 200.0. CQS Prior 11/10/09 02/23/10 12/31/10
KZ/CS/10 UNESCO services 20.7! SSSc/ Prior NA 12/10/09 12/31/10
KZ/CS/11 Training guides 29.1 CQS Post 01/25/10 04/25/10 12/31/12
KZ/CS/12 Annual Audits 27.00 CQS Prior 01/25/10 04/25/10 12/31/13
Legend
QCBS=| Quality and Cost-based Selection (in accordance with sections 2.1 - 2.28 of the Consultant's Guidelines)
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QBS=

Quality Based Selection (in accordance with section 3.? of the Consultant’s Guidelines)

cQs=

Consultants Qualifications (in accordance with section 3.7-8 of the Consultant’s Guidelines)

LCS =

Least-Cost Selection (in accordance with section 3.6 of the Consultant’s Guidelines)

FBS=

Fixed Budget Selection (in accordance with section 3.5 of the Consultant’s Guidelines)

SSS=

Single source Selection (in accordance with section 3.9-13 of the Consultant's Guidelines)

IC=

Individual Consultant (in accordance with section V of the Consultant’'s Guidelines)

Prior Review

For firms: All contracts equal to USD 100,000 or more. First two contracts regardless of value and all SSS contracts.

For individual consultants: All contracts equal to USD 50,000 equivalent or more. First two contracts regardless of value and all
SSS contracts.

All the TORs (regardless of the value of assignment) will be subject to Bank prior review.

Short lists composed entirely of national consultants: Short lists of consultants for services estimated to cost less than
US$100,000 equivalent per contract may be composed entirely of national consultants in accordance with the provisions of
paragraph 2.7 of the Consultant Guidelines.

Note:

c/ SSSis justified since only UNESCO provides the needed services.
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Annex 9: Economic and Financial Analysis
TIEN SHAN ECOSYSTEM DEVELOPMENT PROJECT

1. At the local level, the main benefit expected fribva project is an improved environment and a
sustainable improvement of livelihoods. At the glolevel, the expected benefit is conservation of
biodiversity and a contribution to climate changégation. Most benefits will materialize when tecare
harvested, starting 15 years after project closisgshown in Table 6 on page 15.

2. The project will target six main groups of benefités: (i) poor households as individuals,
groups and communities who will reforestAiyl Okmotu, rayon, and private lands; (ii)
private investors in public-private partnershipPP withLezkhozesn State Forest Fund
lands; (iii) rural people whose livelihood depengswalnut fruit forest (Jalalabad Oblast);
(iv) small entrepreneurs in the ecotourism sedgtdrpublic institutions such a&iyl
Okmotus;and (vi)State Forest and Conservation Agenciegtisins.

3. It is estimated that the Project would directlgale around 15,300 beneficiary households,
with more than 90% potr Beneficiary groups that will benefit indirectlsofn the project
include input suppliers such as forest nurserewjce providers, rural workers who help
establish plantations, traders and processorsimwtiod supply chain, and consumers who
use the fuel-wood, timber, and fruits. The numiendirect poor beneficiaries for the period
2015-2028 is conservatively estimated in 10,008i{Ron cubic meters of construction and
fuel wood, with an average consumption of 15 cuéters per household per
year).Increased income among target groups is &ghéc generate additional tax revenues
for local and central governments

4, Governments will also benefit from additional reuea from the carbon (VER) market. In
addition, production more fruits and nuts couldtdbate to boosting exports, because demand in the
region has been increasing. Long—term benefitsidiecteduced timber imports that could result in
foreign exchange savings, and reduced consumaespiit particular for fuel-wood and timber. Finally
institutions supported during project implementatidll realize efficiency and effectiveness gains.

5. Some project benefits expected from the second ooerg, such as afforestation and forestation,
are relatively easy and objective to assess, kartifying project benefits from the first componént

more problematic. Global benefits of conservatiod biodiversity activities are difficult to quantiin
financial terms.

6. Consequently, the economic analysis was basgdon mid-term benefits of the afforestation
and reforestation component: incomes generatgubphar and fruit trees plantation (timber, fuel-wlpo
inter-cropped forage, fruits and carbon sequestraind the associated costs during 20 years (istaot
average 2009 prices). Long-term benefits of thes gmwing species in mountainous forests are
important—erosion control, wind protection on adjaicagricultural lands, increased snow retention,
increased habitat for biodiversity—but unquantifgalexcept for carbon revenue. For apple and forage
the financial prices and economic prices are asdumbe similar. For firewood and round timber,

211t is assumed that through the ARIS scheme, oregee very poor households would have about efttrer of
unproductive and barren lands suitable for fores®.5 ha for orchards; while under the PPP arnavegés, private
investors would have access to either 5 ha of fei@sl ha of orchards. The improved forest managein the
walnut fruit forest ecosystem will improve sharioigthe benefits generated by harvesting walnutstoreaching a
conservative number of 10,000 households.
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economic prices of US$10/cum and US$60/sum acaogigdimere considered as these two goods
represent national import savings.

7. The analysis shows that the Project is economisallnd, though the analyzed period is limited
to 20 years, compared to expected 80-year lifespanme species such as spine and juniper. The base
ERR is 16.3 percent with a corresponding Net Prtegalue of US$8.87 million (assuming a 12 percent
discount rate). In 2028, the trees planted by tlogeBt are estimated to sequestrate 1.978 millGiDye,
poplar will produce 1,375,000 cubic meters of rowabd and 717,000 cubic meters of fuel-wood, and
orchards will generate 102,000 t of fruits. Imprdamil fertility in the plantations and adjacerafzle
lands has not been taken into account but would@&se these results. Furthermore, the analysisdias
taken into account all the economic benefits aasediwith the Project, and therefore, the estimated
economic benefits are likely on the low side of plaéential economic returns generated by the Projec
The ERR is increased by 2.0 percent by carbon tevand the NPV by almost US$3.0 million. The
sensitivity analysis shows that the Project isvesy sensitive to a moderate decrease or delagrodfiis
(Table 18).

Table 18 — Sensitivity Analysis

L Timber price
SAe:;gtg/lléy Base Costs Increase Increase of Benefits Decrease @fen Delay of Benefits (in USDI/t for logs in 2009)
( 20-year period) case
+10% +20% +50% +10% +20% -10% -20%) - 309 1 year edy 40 50 70 80
IRR 16.3% | 15.2% | 14.1%| 11.49 176% 18.7% 15.0% 13.6% 12|0% 6%4. 12.7% 14% 15% 17% 18%

NPV (000'US$) 8868 | 5273 | 3,678 -1,101 9,15( 11,431 4586 2,304 41 14,221,160 | 2,198| 4,511 8,138

11,45

8. The main objective of the financial analysis i®@amine the financial feasibility and viability of
the main forest activities and assess their patefati increasing the incomes of the main bendfiesa
Annual cash flow indicators also help determinelibst way for the Project to finance these acéisiti

9. For this analysis, three financial models were areg (irrigated poplar, with and without
intercropping of forage, orchards and spruce/pifikjs is a simplification, as beneficiaries will be
encouraged to plant multiple species to increaséil@rsity and environmental benefits. The finahcia
results of these models are summarized in Tableage 16. Two scenarios were estimated for each:
without financing and with financing (including tiReoject matching grant for initial costs and carbo
revenues). Fast growing species like poplar hagie internal rate of return (IRR)because (a) tirrdoredt
fuel-wood prices are quite high and are expectexay at this level; and (b) irrigation infrastruie is
already available, even in marginal lands not blétéor agriculture. But, even if these species are
profitable, the investments are not feasible fertdrget groups without Project support due toth@)
high investment required in the first year; andtfi® number of years with negative cash flowsdast
15 years for poplar) and limited incomes (firewdian thinning only). Fruit trees and willows can
generate revenues in four to five years, but thiatthn of capital recovery is long. Consequently th
matching grant is justified to cover partial cadtsing the first years (investment and operatiost$)o
also because the target groups have no accesmtwd. Smallholders and communities will also be
encouraged to intercrop forage with trees to pmuntomes during the first years (without incregsin
costs significantly). Species such as pine, junipespruce that will be planted in mountainous $tse
with really slow growth rates, are not profitald®en with carbon revenues. The percentage of the
investment and operation costs used to calculatentitching grant amount and the total budget taike t
constraint into account (higher rates for slow grmpspecies).

10. In terms of employment, the Project is expectegetoerate 2,647 person-years during 2009-14
and 5,952 person-years during the 2014-28, or erege 410 persons employed annually. However, not
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all project employment generation will result il fime jobs because some of the labor will beran i
kind contribution from the beneficiaries (familyblar) but this number represents the labor requintgne
to establish, maintain, and harvest the plantatibmig the first 20 years.

Figure 3 - Annual Employment Generation
(in person-years)
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Annex 10: Safeguard Policy Issues
TIEN SHAN ECOSYSTEM DEVELOPMENT PROJECT

1. The project’s overall environmental impact is expddo be positive and to outweigh any
potential negative impacts. However, the projeggsrs several safeguard policies, specifically
Environmental Assessment (OP/BP 4.01), InvolunRegettlement (OP/BP 4.12), Pest Management
(OP/BP 4.09) Forests (OP 4.36), and Internationaletways (OP 7.50). The project has been classified
an environmental category B and thus requires apanvironmental assessment. To identify poténtia
negative impacts and to avoid, minimize, mitigateffset such impacts to the largest extent possibl
during project implementation, a joint Environmeératad Social Assessment (ESA) has been recently
completed. Key components of the resulting EA refgoan environmental management plan (EMP),
which describes how the EA results will be integdainto the project and monitored during project
implementation, along with an Access Restrictiotidyand Process Framework to mitigate possible
restricted access to pasture and non-timber fpresiucts resulting from the project.

2. While the project is expected to achieve stronglgitive environmental impacts, some activities
do pose a risk of causing a negative impact. The i identified most of the potential negative
impacts and designed mitigation measures. Potaigia include the following:
» Restricted access to pastures and reduced avagiastereland
* Increased competition for irrigation water
» Reduced biodiversity if invasive non-native speciesused for forestation, or if a single tree
species is used for concentrated plantations
» Unskilled use of pesticides
» Health impacts from allergenic tree substances, (gogplar pollen)
» Temporary environmental impacts from waste managéneenission control, and soil /
vegetation conservation during small-scale constnavorks

3. Several safeguard-related risks that may resuth fpomject activities are listed below, with
proposed mitigation measures. The magnitude of Bsklwvas assessed, as was the change anticipated
from the proposed mitigation measures:

» (Eco)Tourism low initial risk, to large extent mitigated byAMManagement plan, including (a)
keep areas free of human presence (even if seasgimahfrastructure

» Outbreak of Pestslow initial risk, to a large extent mitigated £g) selecting pest-resistant plant
species, (b) using mixed species, (c) assistingralategeneration and using Integrated Pest
Management

e Use of herbicides such as Propizami@yphosateagents for seed treatment, fertilizer:
moderate initial risk, can be effectively mitigateg safety training for due diligence in transport,
storage, handling and application. Furthermoreplibgate poses a little threat because it is
classified as nontoxic to only slightly toxic torhans, mammals and birds by the EXTONET
database, and to poses low environmental riskeifl igth due care and diligence.

» Aggravation of livestock encroachmemt overgrazed pastures: high initial risk, but nugeadole
through the following measures: (a) select plotemstthere is minimal conflict with herders, (b)
use participatory process for site selection, éocé forestation areas.

» Water Pollution moderate risk, mitigated by: (a) training agrtawdl technicians, (b) following
norms and storage rules for fertilizer, (c) usedypractices during all civil works.

» Fires: high risk, which will persist despite mitigatiomeasures; must be constantly managed
through the following measures: (a) information paigns, (b) drills and exercises, (c) physical
emergency preparedness measures, including respaoremunication, equipment, materials
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* Mechanical impact on scifom plowing, soil erosion: low risk, mitigated ) training by
agricultural technician, (b) planting grass anceofbrotective / remedial vegetation.

» Aggravation of water shortagesulting from additional irrigation for new fotsshigh risk,
mitigation measures are expected to significamtiuce risk by (a) select species adapted to local
climate and water availability, (b) optimize watese through site selection and planting season,
(c) offer training by agricultural technician, (©)nsult with local population and water
committees.

» Destruction of engineering structuresch as irrigation canals and roads by roots @ivigrg
trees: low risk, mitigation measures will be: (mation location and design will consider
existing infrastructure and maintenance requiremdb) stepped-up maintenance near forests,
(c) establish and enforce buffer zones around wemanfrastructure.

4, None of the risks is highly significant or immitigla; none of the impacts is large-scale or
deemed significant, sensitive, diverse, or unprectatl; no impact is considered irreversible; andlffy,
all impacts have mitigation measures that are bshetol, tested, and readily available. The envirental
capacities of the counterparts has been assessatsdactory and the environmental mitigation plan
(EMP) has sufficient detail and quality to ensurat identified environmental safeguard measurds wil
actually be mainstreamed and implemented duringgrexecution.

5. Water demand The project areas will be spread over the thra@mmiver basins in the Kyrgyz
Republic—Chui, Naryn and Talas. The team estimptejkct impact in each of these basins, under the
following assumptions:
Peak water demand per hectare of forest (incluidisgges): 5,000 frper year in the north
8,000 nd per year in the south

Total irrigated area under the proféct 7,920 ha
Maximum annual irrigation water demand: 48.2 millio® per year
6. The annual water discharges for the three bashessithe Kyrgyz national boundaries were

obtained from gauging stations or published litamf and these flow volumes compared with the
estimated total annual volume of water to be usetkbuthis project. Results are shown in Table 19
below; the additional irrigation water requiremewssus the average annual river basin discharge
volumes are 0.36 percent for Talas, 0.20 percer€ifai, and 0.05 percent for Syr Darya, which #ent
deemed very low. Nevertheless notification to ligraustates is required as per OP 7.50 on Intemmeitio
Waterways. The Kyrgyz Republic asked the World Benkotify riparian states on its behalf. The
notification letter was sent on February 17, 200¢e letter allowed until April 13, 2009 for the igients
to submit comments.

7. The project abstractions constitute only a minoréase in water use in the project areas. It is
expected that maturing forests will increase smmtion capacities and seepage into the grourmtpiva
groundwater and surface water balance, and rethmgirig. When the tree root systems develop,
demand for irrigation water will decrease. A sigraht overall increase in competition for irrigatio
water appears unlikely, but mitigation measuregpéaened including: (a) investigate individual naicr
project sites on a case-by-case basis if sust@nedler sharing with existing demand is feasible;

(b) carry out targeted rehabilitation on existimigations systems, which would reduce water losses
make up for additional demand and (c) test ancedissate water saving technology such as drip-
irrigation.

2 Estimated after 5 years of project implementation
2 sourceshttp://www.grdc.sr.unh.edu/index.htphittp://enrin.grida.no/htmls/kyrghiz/soe2/englishtera.htm
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Table 19 — Estimated Irrigation Water Requirementsaffecting International Waterways

River basins Plantation Annual Project Total River Project intake
area of the irrigation water maximum flow as share of
Project (ha) requirement* annual water (billion total river
(m3/ha) intake (million  m3/year) flow
m3/year)
a b d C € cle
Syr Darya 2,854 8,000 22.8 37.2 0.06%
Chui 2,666 5,000 13.3 6.64 0.20%
Talas 1,267 5,000 6.3 1.74 0.36%
Subtotal basins on
I nternational 6,787 425
Waterways
Issyk—KuI (national 1,133 5,000 57
basin)
e ikl 7,920 482

with irrigation
quesFatlon without 6,030
irrigation
Total 13,950
* Including delivery losses
8. Summary of the Environmental and Social Assessment (ESAPuring project preparation, the

client hired a local Kyrgyz consulting firm to etadate a joint Environmental and Social Assessmait w
corresponding management and monitoring plans.

9. Primary objective. The assessment process aimed to deliver enviroairerd social
management documents (e.g., EMP, Access Restrigtboy and Process Framework - ARPPF) that
outline measures to avoid, minimize, mitigate dself negative environmental and social impacts, and
enhance positive impacts. These management plarspacific and contain enough detail to: (a)
mainstream into project design and (b) integrateipions into tender documents for project
implementation.

10. Secondary objectivesThe ESA also aimed to (a) establish a prelimirtaseline of
environmental conditions in the Tien Shan; (b) tifgrsignificant environmental or social risks/ingia
of the proposed project (positive and negatived, @) specify appropriate preventive actions and
mitigation measures (including screening and apgdrol/sub-projects and appropriate monitoring) to
prevent, eliminate, or minimize any anticipatederde impacts.

11. The ESA identified a potential risk for conflicttheeen forestation activities and informal pasture
use on selected marginal lands. Thus, even thajghé project objective of strengthening biodiitgrs
conservation does not aim to enlarge protectedsaosdy to improve their management, and (b) there
will be no physical relocation of households orusigion of land, the project may risk restrictiagcess

to resources that are an important component af livelihoods. As a result, the Bank’s Operational
Policy on Resettlement, O.P. 4.12 is triggered. fEzemmended mitigation measure is to prepare a
Natural Resource Access Restriction Policy and é&®&ramework.
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12. The framework objective is to minimize possible fiots arising from changes in the
management of protected areas and minimizes thefrisonflict between grazing and forestation
activities implemented on the basis of communitgislen making processes (the ARIS social
mobilization process), State Forest Enterprisegkhezes) or public-private partnership arrangements
The framework therefore combines the core elen@rtsth a Process Framework (necessary for
activities within protected areas) and a ResettigrRelicy Framework (necessary for activities algsi
protected areas), while also outlining the parétipy decision making process to be followed by
Communities pursuing reforestation activities ogl&kmotu land. As such, the framework outlines a
participatory process for managing conflicts agsiom changes in the management of protected areas
and to validate and identify sites for afforestatimd reforestation where there is no possibility o
conflict between pasture use and forestry use pfbeess framework specifies criteria and procediares
be followed under the project to minimize the ridkproject-induced restriction of access to sealsona
pasture and non timber forest products in proteateds, in protected areas, on marginal Aiyl Okmotu
and State Forest Fund land. First, a comprehensisamation campaign must be carried out, targeting
all community members, to create an understanditiggomain project components, the affected lands,
and potential positive and negative impacts. Secoedl Access Restriction Management Groups
(ARMGSs) should be established; ideally, they wanldude representatives from the following groups:
AO Officials, Local Investment Executive Union Coirittiee, Aiyl Kenesh, Pasture Management
Committee (when established), Lezkhozes, Pastuee Ulsion, NGOs, and other civic organizations and
vulnerable groups such as women and youths.

13. First, the ARMGs must validate the sites selectedfforestation and reforestation using
participatory techniques such as resource mappieggsure that there are no conflicts with grazihg.
potential conflicts are discovered, the ARMGs nastiblishwvhenthe pasture use occurred because the
cut-off date for identifying project-affected pensas the date of the field study conducted dupraject
preparation. Thus, if pasture use pre-dates tke dtedy, then every effort should be made to iifgnt
conflict-free alternative plots for afforestationdareforestation through a joint exercise betwéen t
ARMGs (responsible for participatory resource magpiand a field study team (to determine the
technical feasibility of planting in these new s)teDutputs of this process will be formally documesl

in a written report (including visual aids suchnaaps) and transmitted to the relevant PIUs.

14. As a last resort, if no alternative sites can leaiified, the ARMGs must determine whether
measures to assist in improvement or restoratidinedfhoods will be provided to affected informal
pasture users, and what form this assistance skakddin consultation with the Project Implemeiotat
Unit. “Last resort” measures to assist in improeatror restoration of livelihoods includes the
following: (a) provide livestock forage for projedtiration; (b) designate priority status to recdomest
benefits such as temporary employment, fuel-woaakzigg, non-timber forest products; (c) provide
forage seeds and fertilizer to improve communalysadand close to settlements; (d) provide théoopt
of leasing alternative pasture sites combined wfitter assistance such livestock forage, seeds and
fertilizer to improve the pasture, and prioritytagin receiving benefits from the newly forestadd.

15. In the case of protected areas, the ARMGs will cohgarticipatory assessments of how changes
in the management regime will impact the individomEéommunity livelihoods. Recommendations will

be made on how the management regime can be atljunsteder to minimize these impacts and whether
or not measures to assist in improvement or regboraf livelihoods are necessary. Again, outpdts o

this process will be formally documented in a wenitreport (including visual aids such as maps) and
transmitted to the relevant PIUs.

16. The ESA contains aenvironmental management planEMP) and adequate social instruments,
such as an Access Restriction Policy and Procesadwork (ARPPF) for pasture lands to ensure that
environmental and social prevention and mitigatimrasures identified in the ESA will be realized and
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that the monitoring plan and any institutional sg#hening activities recommended will be undertaken
during project implementation. The EMP and ARPPHK egtablish institutional responsibilities, propos
an implementation timetable, and prepare a coshats for the project budgéthe geographical scope
of the study is the Tien Shan mountain range lacatethe territories of the Kyrgyz Republic and
Kazakhstan. The following tasks were carried outlie study.

17. Task 1 Review and describelevantnational environmental policies, laws and regaoladi and
relevant international environmental conventiongegning environmental quality, biodiversity
conservation, protected area management, etchithwither The Kyrgyz Republic or Kazakhstan are
party. Review and put into practical context Wdlahk safeguard policies triggered by the proposed
project (see above).

18. Task 2 Determine potential positive and negative envinental and social impacts of the

proposed project interventions (including potentggtrictions on access to natural resources)tdlile
below provides examples of impacts that the coastttonsidered during the assignment.

Table 20 — Expected positive and negative environmtal impacts of the project

Positive Negative
Component A mainly:
» creation of alternative incomes to » impacts from small scale construction in

(unsustainable) use of natural resources
better enforcement of protected areas due to

protected areas (road improvements, building
rehabilitation, new structures e.g. sanitary

increased enforcement and higher awareness of facilities)

local population .

waste and sewage management from tourist
infrastructure

Component B mainly:

improvement / upgrading of land quality .
creation of habitats for biodiversity .
development

erosion control and water retention
stabilization of areas with geotechnical hazards
such as landslides

increased competition for irrigation

long-term water demand for sustaining forest in
some location typologies (depending on local
hydrogeology)

negative impact on biodiversity by
monocultures

negative impacts on soil quality by site
preparation (e.g. clearing, plowing)

increased fire risks

unsustainable use of pesticides and herbicides
reduced access to pastures, reduction of
available pastureland

distribution of project benefits among
stakeholdel

19.

Another important set of impacts is related to aeliexchange (CC). The project will contribute to
CC mitigation (by sequestering carbon in the fofmeadlulose in trees) and CC adaptation (redudieg t
impact of temperature rise and water scarcity loyeiasing potential for water retention and snow
harvesting). The ESA develops key steps and desviequired to implement and measure / quantify
mitigation and adaptation measures. The CC consegsamay include changes in precipitation and

temperature; under most scenarios Central Asigpgeaed to become drier and warmer, which will etffe
glacial melting and snow storage potential in thggn lalpine regions of the Tien Shan mountains.
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20. Task 4: Identify adequate mitigation measures for tharemwnental and social negative impacts
identified for the project, incorporating recommatidns for feasible and cost-effective measures to
prevent or reduce, as far as possible, any sigmifiadverse environmental impacts.

Box 1 - Mitigation measures

For Component A, the mitigation measures addrepadtrmitigation in a pragmatic and cost-effective
manner. Wherever possible, they rely on standardgulures and enhance their implementation and
enforcement (e.qg., fire control and pest managem@fiten appropriate, targeted delivery of training
forms part of mitigation measures (e.g., pest mamsmt).

Social mitigation measures focused on assitande asigrowing forage in the forests to compensate f
loss of pastures; and participatory processes asiclommunity-level land use planning and irrigation
guota allocation.

o

Mitigation measures for water demand and sustdihatiill require location-specific design for each
identified impact for all potential project sitgoglogies.

For small grants, a list was drafted of undesiralgeclopment, such as new access roads, large hote|
built as solid / permanent structures, and unnestdadevelopment of weekend homes, shops, or
restaurants in areas designated for low-impact teofism.”

For construction works of any size, (path improvetagbuilding rehabilitation, new structures sush a
cordon houses), clear environmental guidelines wstablished and will be enforced for contractors,
using basic, pragmatic EMP formats (“checklist fatfrestablished in ECA for small-scale constructio

=]

21. Task 5. An environmental management plan was developegrfiect implementation that
monitors key environmental and social indicatord axcludes institutional roles, responsibilities,
stakeholder capacity, and training requirementsedeer, the EMP includes guidelines for screening
and approving sub-projects that include civil wookphysical interventions, to ensure environméytal
sound planning, siting, and construction practfoegroject interventions.

22. Together with the EMP, an Access Restriction Padiogl Process Framework (ARPPF) was
prepared to address potential access restrictionattiral resources that result from project irgations,

and to outline measures to assist in improvemergstoration of livelihoods and substitute for the
incremental losses of livelihood expected to besediby the project. In December 2008, the ARPPF was
discussed in Bishkek with specialists and NGOtigis expert opinions on whether it could be
implemented. This overlapped with Task 6, below.

23. Task 6: The ESA was coordinated and distributed amonggouent agencies; public
consultations solicited input from affected/beniafig groups and NGOs, which were then incorporated.

24. Implementing and monitoring the agreed plans vélititegral to project design. Thus, the TSED
PIU will be the agency responsible for all safeguaslated activities. Although current capacity is
assessed as adequate, the project will includecitgpauilding such as on-the-job training and caagh

by the project team’s safeguards specialists, apig¢qt funding will made available to attend traii
offered by the World Bank and other internatiomstitutions—similar to client safeguards training
organized by WB RSC and held in the Kyrgyz Reputiliing 2008, which the PIU director attended.
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25. The project team will ensure continued attenti@macity building, and mainstreaming of
creative solutions for environmental and sociaégaérds through continuous participation of safedgia
experts on all project supervision missions.
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Annex 11: Project Preparation and Supervision
TIEN SHAN ECOSYSTEM DEVELOPMENT PROJECT

Planned Actual

PCN review 10/10/2007 11/01/2007
Initial PID to PIC
Initial ISDS to PIC
Appraisal May 11, 2009
Negotiations June 29, 2009
Board/RVP approval August 27, 2009
ERPA signing September 21, 2009
Planned date of effectiveness November 7, 2009
Planned date of mid-term review November 2012
Planned closing date November 30, 2014
1. Key institutions responsible for project prepanatio

» State Agency for Environmental Protection and RoydSAEPF) of the Kyrgyz Republic

e Forestry and Hunting Committee (FHC) under the Btityi of Agriculture of the Republic of

Kazakhstan

2. Bank staff and consultants for the project include:
Name Title Unit
Maurizio Guadagni Sr. Rural Dev. Specialist (TTL) ECSSD
Andrew Mitchell Sr.Forestry Specialist (deputy TTL) ECSSD
Andre Aasrud/ Zarina Azizova Deal Manager BioCarbon Fund
Christophe Bosch Country Sector Coordinator ECSSD
Bulat Utkelov Operations Officer (Astana ) ECSSD
Ainura Kupueva Operations Officer (Bishkek) ECSSD
Wolfhart Pohl Sr. Env. & Geosciences Specialist BDS
Martin Lenihan/Janna Ryssakova Social Developmpatialist ECSSD
Anara Jumabayeva/Patricia Ag. Economist FAO
Larbouret
Frank McKinnell Forest Specialist FAO
Nandita Jain Biodiversity Specialist Consultant
Yuling Zhou Sr. Procurement Specialist ECSPS
Ida Muhoho/ Galina Alagardova  Sr. Fin. Managemerecialist ECSPS
3. Bank funds expended to date on project preparation:

» Bank resources: BioCarbon Fund (CN-P102403-LEN-BBLBJS$117,827

e Trustfunds: GEF (GE-P104670-LEN-BBGEF) US$132,131

e Total US$249,958
4, Estimated Approval and Supervision costs:

» Remaining costs to approval: GEF: US$75,000

BioCarbon Fund: US$15,000

Estimated annual supervision cost: US$90,000
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Annex 12: Documents in the Project File
TIEN SHAN ECOSYSTEM DEVELOPMENT PROJECT

1. Implementation Completion and Result Report ofGleatral Asia Transboundary Biodiversity
Project

2. Kyrgyz Republic: PHRD Grant for Tien Shan Ecosysi2avelopment Project: Reforestation
and Afforestation Component Grant Number TF091&34unt Proposal and Grant Agreement

3. Detailed cost tables (in Costab software)

4, Economic and Financial analysis (Excel tables)

5. Social and Environmental Assessment

6. December 18, 2007 Letter of Intent between the BibGn Fund and the Project Entity

7. Carbon Finance Document of March 13, 2007

8. Corruption and Renewable Natural Resources, Traespg International #1/2007

9. A tourism strategy for Kyrgyzstan. Universitat Gallen, November 2002

10. The natural resource lifeline for Central Asia: @aenergy and the environment (UNDP)

11. A Users’ Manual for Building Resistance and Resilieto Climate Change in Natural Systems
(WWF, August 2003)

12. Responsible Management of Planted Forests: Vol@Gaidelines (FAO, 2006)

13. Management Effectiveness Tracking Tool (WWF andvwharld Bank, July 2007)

14. Survey On Assessment Of Involvement Of The Locagiufation In A Process Of The

Community Based Forestry Management And SharingftsrOf Joint Forest Use (FAO, Ecological
Movement Biom, Bishkek, 2006)

15. Kyrgyzstan — Environment and Natural ResourceStmtainable Development. State Agency on
Environment Protection and Forestry under the Gowent of the Kyrgyz Republic - United Nations
Development Programme in the Kyrgyz Republic (B&k007)

16. Report of Frank McKinnell on silvicultural practiee

17. Jean-Marie Samyn report on Collaborative Forestddament (CFM) of December 4, 2008

http://www.fao.org/forestry/49735/en/kgz/
http://www.sdc.admin.ch/en/Home/Projects/Protectimalnut trees generates new income
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Annex 13: Statement of Loans and Credits
TIEN SHAN ECOSYSTEM DEVELOPMENT PROJECT

KAZAKHSTAN

Original Amount in US$ Millions

Difference between
expected and actual
disbursements

Project ID FY Purpose IBRD IDA SF GEF Cancel. Uhdis Orig. Frm. Rev'd
P101928 2008 HLTH SEC TECH (JERP) 117.70 0.00 0.00 0.00 0.00 117.70 0.00 0.00
P096998 2008 CUSTOMS DEVT (JERP) 18.50 0.00 0.00 000. 0.00 18.50 0.15 0.00
P090695 2008 TECHNOLOGY 13.40 0.00 0.00 0.00 0.00 13.40 0.00 0.00
COMMERCIALIZATION PROJECT
P078342 2007 UST-KAMENOGORSK ENV REMED 24.29 0.00 .00 0.00 0.00 24.29 0.00 0.00
P095155 2006 N-S ELEC TRANSM 100.00 0.00 0.00 0.00 0.00 39.40 30.07 0.00
P078301 2006 FORESTRY 30.00 0.00 0.00 0.00 0.00 5028. 1.96 0.00
P058015 2005 AG POST PRIV ASSIST (APL #2) 35.00 00.0 0.00 0.00 0.00 34.83 24.83 0.00
P049721 2005 AGRIC COMPETITIVENESS 24.00 0.00 0.00 0.00 0.00 20.82 12.76 0.00
P059803 2003 NURA RIVER CLEAN-UP 40.39 0.00 0.00  000. 0.00 16.60 9.11 0.00
P046045 2001 SYR DARYA CONTROL N. ARAL SEA 64.50 00. 0.00 0.00 0.00 4.87 4.87 4.54
P065414 2000 ELEC TRANS REHAB 140.00 0.00 0.00 0.00 0.00 5.82 5.82 1.66
Total:  607.78 0.00 0.00 0.00 0.00 .324 89.57 6.20
STATEMENT OF IFC’s
Held and Disbursed Portfolio
In Millions of US Dollars
Committed Disbursed
IFC IFC
FY Approval Company Loan Equity Quasi Partic. Loan Equity Quasi Partic.
Total portfolio: 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Approvals Pending Commitment
FY Approval  Company Loan Equity Quasi Partic.
2001 Kazkommertsbk 2 0.02 0.00 0.00 0.00
Total pending commitment: 0.02 0.00 0.00 0.00
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KYRGYZ REPUBLIC

Original Amount in US$ Millions

Difference between
expected and actual
disbursements

Project ID FY  Purpose IBRD IDA SF GEF Cancel.  Uihdis Orig. Frm. Rev'd
P108525 2009 CAPACITY BLDG ECON MGT 0.00 3.00 0.00 0.00 0.00 2.84 0.00 0.00
P108178 2009 SECOND LAND & REAL ESTATE 0.00 5.85 0.00 0.00 0.00 5.38 0.05 0.00
REGISTRATION
P101392 2009 EMERGENCY ENERGY ASSISTANCE 0.00 11.00 0.00 0.00 0.00 10.81 0.00 0.00
P104994 2008 BISHKEK AND OSH URBAN 0.00 12.00 0.00 0.00 0.00 10.88 0.97 0.00
INFRASTRUCTURE
P096993 2008 AISP 0.00 13.00 0.00 0.00 0.00 10.22 -0.25 0.00
P098949 2007 VIP2 0.00 15.00 0.00 0.00 0.00 0.81 -2.58 -0.77
P087811 2007 RED TECH BARRIERS FOR ENTREPR 0.00 5.00 0.00 0.00 0.00 4.68 3.15 0.00
& TRADE
P096409 2007 OIP-2 0.00 16.00 0.00 0.00 0.00 14.33 0.19 0.00
P099453 2006 AVIAN FLU (AICHPPCP) 0.00 4.00 0.00 0. 0.00 2.13 0.94 0.00
P088671 2006 WATER MGMT IMPRVMT 0.00 19.00 0.00 ®.0 0.00 17.46 3.71 0.00
P084977 2006 HEALTH & SOC PROT 0.00 21.00 0.00 0.00 0.00 13.29 0.92 0.00
P083377 2005 SMALL TOWNS INFRA & CAP BLDG 0.00 18.0 0.00 0.00 0.00 2.77 -0.28 0.00
P078976 2005 RURAL EDUC 0.00 15.00 0.00 0.00 0.00 .804 3.78 1.84
P049724 2005 AGRIBUSINESS & MARKETING 0.00 8.10 @0 0.00 0.00 3.87 1.07 0.00
P083235 2004 DISASTER HAZARD MITIGATION 0.00 6.90 .00 0.00 0.00 4.74 3.57 0.00
P074881 2004 PYMNT/BANK SYST MOD 0.00 9.00 0.00 ®.0 0.00 4.08 3.88 0.00
P071063 2003 GOV TA 0.00 7.78 0.00 0.00 0.00 6.77 5.78 0.72
P069814 2000 CONSLDTA 0.00 5.00 0.00 0.00 0.00 924 215 -0.31
Total: 0.00 191.63 0.00 0.00 0.00 .332 27.05 1.48
STATEMENT OF IFC’s
Held and Disbursed Portfolio
In Millions of US Dollars
Committed Disbursed
IFC IFC
FY Approval Company Loan Equity Quasi Partic. Loan Equity Quasi Partic.
2004 AKB Kyrgyzstan 1.50 0.00 0.00 0.00 1.50 0.00 .000 0.00
2006 Bai Tushum 1.20 0.00 0.00 0.00 1.20 0.00 0.00 0.00
1996 Demirbank Kyrgyz 0.00 0.45 0.00 0.00 0.00 0.45 0.00 0.00
2003 Demirbank Kyrgyz 0.00 0.11 0.00 0.00 0.00 0.11 0.00 0.00
2001 FINCA 0.00 1.00 0.00 0.00 0.00 1.00 0.00 0.00
2004 Ineximbank 1.50 0.00 0.00 0.00 1.50 0.00 0.00 0.00
KKB Kyrgyzstan 2.00 0.00 0.00 0.00 1.60 0.00 0.00 0.00
2001 SEF Akun Ltd. 0.91 0.00 1.00 0.00 0.91 0.00 001. 0.00
2005 SEF Altyn-Ajydar 1.00 0.00 0.40 0.00 0.30 0.00 0.40 0.00
2000 SEF KICB 0.00 1.40 0.00 0.00 0.00 1.40 0.00 000.
2005 SEF KICB 2.50 0.00 0.00 0.00 1.00 0.00 0.00 000.
Total portfolio: 10.61 2.96 1.40 0.00 8.01 2.96 1.40 0.00

79



Approvals Pending Commitment

FY Approval  Company Loan Equity Quasi Partic.

2006 Bai Tushum 0.00 0.00 0.00 0.00

2006 GeoPark 0.02 0.00 0.00 0.00
Total pending commitment: 0.02 0.00 0.00 0.00
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POVERTY and SOCIAL

2007

Population, mid-year (millions)

GNI per capita (Atlas method, US$)
GNI (Atlas method, US$ billions)

Average annual growth, 2001-07

Population (%)
Labor force (%)

Most recent estimate (latest year available, 2001-0

Annex 14: Country at a Glance
TIEN SHAN ECOSYSTEM DEVELOPMENT PROJECT

Poverty (%of population below natio nal poverty line)

Urban population (%of total population)
Life expectancy at birth (years)

Infant mortality (per 1000 live births)
Child malnutrition (%of children under 5)

Access to animproved water source (%of population)

Literacy (% of population age 15+

Gross primary enrollment (% of school-age population)

Male
Female

KEY ECONOMIC RATIOS and LONG-TERM TRENDS

GDP (US$ billions)

Gross capital formation/GDP
Exports of goods and services/GDP
Gross domestic savings/GDP
Gross national savings/GDP

Current account balance/GDP
Interest payments/GDP

Total debt/GDP

Total debt service/exports
Present value of debt/GDP
Present value of debt/exports

1987-97 1997-07

(average annual growth)

GDP

GDP per capita

Exports of goods and services

Sl
-6.1
-4.6

Europe & Upper-
Central middle-
Kazakhstan Asia income
55 445 823
5,060 6,052 6,987
78.3 2,694 5,750
0.7 0.0 0.7
13 0.5 13
7)
58 64 75
66 69 71
26 23 22
96 95 95
. 97 93
105 97 m
105 98 12
105 96 109
1987 1997 2006 2007
222 810 103.8
5.6 328 310
349 511 476
B1 435 40.3
2.0 30.5 284
-3.6 -2.2 -3.0
0.8 24
B4 915
6.2 337
89.1
674
2006 2007 2007-11
9.0 10.7 8.5 59
8.8 95 73 5.6
7.7 6.9 9.3 8.1

Development diamond*

Life expectancy

GNI Gross
per primary
capita enrollment

|

Access to improved water source

Kazakhstan

Upper-middle-income group

Economic ratios*

Trade
)\

Domestic - - Capital.
savings formation
Indebtedness

Kazakhstan

Upper-middle-income group

STRUCTURE of the ECONOMY
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(%of GDP)
Agriculture
Industry

M anufacturing
Services

Household final consumption expenditure
General gov't final consumption expenditure
Imports of goods and services

(average annual growth)
Agriculture
Industry

M anufacturing
Services

Household final consumption expenditure
General gov't final consumption expenditure
Gross capital formation

Imports of goods and services

1987 1997
20
273
40
60.7

745
24
374

1987-97 1997-07

-96 46

08

84

9.0

-1n7 77

-8.0 73

-26.7 74
-17.2 6.1

2006

59
421

52.0
46.3

404

2007

6.6
443
49.1
485

n2
383

2007

Growth of capital and GDP (%)
GOT

140
20 %
0

02 03 04 05 06 07
GCF e GD P

Growth of exports and imports (%)

20

10

02 V 04 05 06 07

Exports = M OT tS

Note: 2007 data are preliminary estimates.

This table was produced from the Development Economics LDB database.
*The diamonds showfour key indicators in the country (in bold) compared with its income-group average. If data are missing, the diamond will

be incomplete.

(%of GDP)
Agriculture
Industry

M anufacturing
Services

Household final consumption expenditure
General gov't final consumption expenditure
Imports of goods and services

(average annual growth)
Agriculture
Industry

M anufacturing
Services

Household final consumption expenditure
General gov't final consumption expenditure
Gross capital formation

Imports of goods and services

1987 1997
20
273
4.0
60.7

745
24
374

1987-97 1997-07

-96 46

0.8

84

9.0

-7 7.7

-8.0 73

-26.7 74
-17.2 6.1

2006

59
421

52.0
46.3

404

2007

6.6
443
49.1
485

u2
383

2007

Growth of capital and GDP (%)
60
40T
20%

GCF e GDP

Growth of exports and imports (%)

20
10
0
02 04 05 06 07
-10
Exports = [P OT tS

Note: 2007 data are preliminary estimates.

This table was produced from the Development Economics LDB database.
*The diamonds show four key indicators in the country (in bold) compared with its income-group average. If data are missing, the diamond will

be incomplete.
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Kazakhstan

PRICES and GOVERNMENT FINANCE
1987
Domestic prices
(%change)
Consumer prices
Implicit GDP deflator

Government finance

(%of GDP, includes current grants)
Current revenue

Current budget balance

Overall surplus/deficit

TRADE
1987

(US$ millions)

Total exports (fob)
Fuel and oil products
Ferrous metals
Manufactures

Total imports (cif)
Food
Fuel and energy
Capital goods

Export price index (2000=100)
Import price index (2000=100)
Terms of trade (2000=100)

BALANCE of PAYMENTS
1987
(US$ millions)
Exports of goods and services
Imports of goods and services
Resource balance

Net income
Net current transfers

Current account balance

Financing items (net)
Changes in net reserves

Memo:
Reserves including gold (US$ millions) .
Conversionrate (DEC, local/US$) 2.40E-3
EXTERNAL DEBT and RESOURCE FLOWS
1987

(US$ millions)
Total debt outstanding and disbursed

IBRD

IDA

Total debt service
IBRD
IDA

Composition of net resource flows
Official grants
Official creditors
Private creditors
Foreign direct investment (net inflows)
Portfolio equity (net inflows)

World Bank program
Commitments
Disbursements
Principal repayments
Net flows
Interest payments
Net transfers

74
6.1

20.7
-38
-71

1997

6,899
2,216
951
1491
7,176
474
628
1462

85
120
71

1997

7,741
8,300
-559

75
-799

1279
-480

2,291
754

1997

4,078
648

483
34

54
444
777

1321

247
202
0
202
34
67

2006

8.6
216

271

76

2006

38,762
26,279
241
3,978
24,120
1174
3,051
10,722

283
249

2006

41570
32,840
8,730

-9,317
-1207

-1795

12,869
-11,075

19,127
6.1

2006

74,148
502

14532
b1

51

25,768
6,143
2,797

30
29
10
-101
31
-132

2007

8.8
1“8

27.0

47

2007

46,329
30,303
2,555
6,797
30,289
1374
4,051
14,222

309
286
108

2007

49,437
39,731
9,705

-11.321
-1500

-3,17
3117

0,127
226

2007

427

w2

67
1“3

29
-105

Inflation (%)

30
20
10
0 + + + + + i
02 03 04 05 06 07

GDP deflator

e C P

Export and import levels (US$ mill.)

60,000
40,000
20,000
0

01 02 03 04 05 06 07

m Exports mimports

Current account balance to GDP (%)

2

0
-2
-4
-6
-8

Composition of 2006 debt (US$ mill.)
A:502 D:321
E: 939
12,579 !’ :
F:59,807
A -IBRD E - Bilateral
B -IDA D - Other multilateral F - Private
C-IMF G - Short-term|

Note: This table was produced from the Development Economics LDB database.
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KYRGYZ REPUBLIC

Europe &
POVERTY and SOCIAL Kyrgy'z Centrgl ) Low- Development diamond*
Republic Asia income
2007
Populatlon,.mld-year(m||||0 ns) 5.2 445 1296 Life expectancy
GNI per capita (Atlas method, US$) 590 6,052 578
GNI (Atlas method, US$ billions) 31 2,694 749
Average annual growth, 2001-07 T
Population (%) 0.9 0.0 22 GNI G
Labor force (%) 20 05 27 210SS
per f— —  primary
Most recent estimate (latest year available, 2001-0 7) capita enroliment
Poverty (%of population below natio nal poverty line) 43 . .
Urban population (%of total population) 36 64 32 l
Life expectancy at birth (years) 68 69 57
Infant mortality (per 1,000 live births) 36 23 85
Child malnutrition (%of children under 5) " .. 29 Access to improved water source
Access to animproved water source (%of po pulation) 89 95 68
Literacy (% of population age 15+ . 97 61
Gross primary enroliment (% of school-age population) 97 97 94 Kyrgyz Republic
Male 97 98 100 Low-income group
Female 96 96 89
KEY ECONOM IC RATIOS and LONG-TERM TRENDS
1987 1997 2006 2007 Economic ratios*
GDP (US$ billions) . 18 28 35
Gross capital formation/GDP 313 217 74 Trade
Exports of goods and services/GDP . 38.3 39.3
Gross domestic savings/GDP 24 138 -19.8
Gross national savings/GDP 1.9 44 It
Current account balance/GDP -78 -1B.7 Domestic Cavital
Interest payments/GDP 3.1 0.7 savings — forpmation
Total debt/GDP 759 845 9
Total debt service/exports 1na 4.9 J
Present value of debt/GDP 446
Present value of debt/exports 64.0
Indebtedness
1987-97 1997-07 2006 2007 2007-11
(average annual growth)
GDP -6.2 40 27 74 Kyrgyz Republic
GDP per capita =73 30 17 6.4 Low-income group
Exports of goods and services 24 16 -0.3
STRUCTURE of the ECONOMY
1987 1997 2006 2007 Growth of capital and GDP (%)
(%of GDP)
Agriculture 44.6 33.0 40
Industry 228 20.1 20
M anufacturing “us 29 0
Services 326 46.9 Zoi 02 03 04 05 06 07
Household final consumption expenditure 64.8 68.9 100.8 .40
General gov't final consumption expenditure 228 73 89
Imports of goods and services 46.2 76.5 GCF o— GDP
1987-97 1997-07 2006 2007 Growth of exports and imports (%)
(average annual growth)
Agriculture -13 34 15 60
Industry -133 0.7 74 20
M anufacturing -165 0.0 -12.8
Services -37 6.2 84 20
Household final consumption expenditure 12 75 22.1 °§/ —
General gov't final consumption expenditure -14.6 16 04 .20 02 03 04 0 06 o
Gross capital formation ) -70 0.2 0.2 Exports Imports
Imports of goods and services -n1 6.0 38.7

Note: 2007 data are preliminary estimates.

This table was produced from the Development Economics LDB database.
*The diamonds showfour key indicators in the country (in bold) compared with its income-group average. If data are missing, the diamond will

be incomplete.
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Kyrgyz Republic

PRICES and GOVERNMENT FINANCE

Domestic prices
(%change)
Consumer prices
Implicit GDP deflator

Government finance

(%of GDP, includes current grants)
Current revenue

Current budget balance

Overall surplus/deficit

TRADE

(US$ millions)
Total exports (fob)
Electricity
Gold
Manufactures
Total imports (cif)
Food
Fuel and energy
Capital goods

Export price index (2000=100)
Import price index (2000=100)
Terms of trade (2000=100)

BALANCE of PAYMENTS

(US$ millions)

Exports of goods and services
Imports of goods and services
Resource balance

Net income
Net current transfers

Current account balance

Financing items (net)
Changes in net reserves
Memo:

Reserves including gold (US$ millions)
Conversionrate (DEC, local/US$)

1987

1987

1987

EXTERNAL DEBT and RESOURCE FLOWS

(US$ millions)

Total debt outstanding and disbursed
IBRD
IDA

Total debt service
IBRD
IDA

Composition of net resource flows
Official grants
Official creditors
Private creditors
Foreign direct investment (net inflows)
Portfolio equity (net inflows)

World Bank program
Commitments
Disbursements
Principal repayments
Net flows
Interest payments
Net transfers

1987

1997

234
03

200

-9.0

1997

631
83
184
w7
725
87
200
123

SBER

1997

676
817
-U1

68
-138
186

196
74

1997

1341
0
251

78
0
2

45
132
23
84
0

60
67
0
67
2
65

2006

56
9.2

26.1

-3.1

2006

81
25
206
278
1723
21
507
386

u4
20
20

2006

1185
2,253
-1068

716
-386

579
-193

817
40.2

2006

2,382

612
97

05
60
82

B2

FoBod®o

2007

76

2007

2007

373

2007

651

N
o B oNo

Inflation (%)

oN s o o B

02 03 04 05 06 07

GDP deflator et CPI|

Export and import levels (US$ mill.)
2,000
1,500
1,000
500

0
01 02 03 04 05 06 07

m Exports mImports

Current account balance to GDP (%)

5

01 04 05 07

Composition of 2006 debt (US$ mill.)

F:251

E: 672 C:163
D: 576
A -IBRD E - Bilateral
B -IDA D - Other multilateral F - Private
C-IMF G - Short-term|

Note: This table was produced from the Development Economics LDB database.
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Annex 15: Incremental Cost Analysis
TIEN SHAN ECOSYSTEM DEVELOPMENT PROJECT

1. Introduction and Methodology. The GEF provides co-funding according to a specificodet
criteria. Importantly, the GEF only funds the inoental cost of a project, broadly interpreted asabst
of additional measures necessary to provide glelvaronmental benefits.

2. The methodology consists of defining (a) a “basglicomprising national activities already
being undertaken to achieve the aims of the projeder development, and (b) an “alternative” sdenar
which is a set of actions needed to achieve glebaronmental benefits. The alternative scenario is
essentially the proposed project for which incretrakecosts will be funded by the GEF.

3. The alternative scenario can include “complemeifitagyivities or “substitutional” activities.
Complementary activities add to baseline activitithout changing them (e.g., developing legal
frameworks for protecting sensitive eco zones).sBulional activities change the way of doing Inesis
to one that is friendly to the global environmentch as modifying production techniques, removing
social or economic causes of land degradation,@tipg planning for an economic sector such as
agriculture, and yielding economic benefits fordlopeople or national populations. In this project,
activities will be complementary.

4, Context and Broad Development GoalsThe Tien Shan is a mountain range covering most of
the Kyrgyz Republic, the southern part of Kazakinséend smaller areas in Uzbekistan, China, and
Tajikistan. This territory plays an exceptionalerah conservation of biodiversity and maintenarfce o
environmental sustainability of Central Asia: D02 Conservation International (Cl) identified flien
Shan range as a “biodiversity hotspot” based oritje number of endenditspecies and level of threat.
For example, the concentration of species in thetéve Tien Shan is 63 times higher for birds and 37
times higher for mammals than in Central Asia.

5. Biodiversity is concentrated because this mourtamnge represents an oasis surrounded by vast
arid and semi-desert plains and steppes, partigitaward the north. After traveling undisturbed fong
distances over the steppes, winds are lifted byitee Shan mountain chain causing concentrated
precipitation. In addition, the acutely continerdtiinate, with extremely cold winters (extremesovet
50C) and hot summers (extremes above 40C), maisagtiion unique. This high concentration of
natural ecosystems, from glaciers to desertsrétatively small part of Central Asia, requirescpé
attention to biodiversity conservation.

6. Rich biological resources and ecosystems in the $kzan part of Central Asia have been
threatened, particularly during the transition gedwy deteriorating economic and socio-economic
conditions. Simultaneously, institutional effectiess and environmental monitoring have declined, as
have public expenditures for conservation actisjtespecially in The Kyrgyz Republic. Only recently
have economic developments in The Kyrgyz Repulniit eazakhstan allowed more attention to natural
resources.

7. Baseline scenarioThe importance of the Tien Shan for biodiversitpservation is recognized
at the national level. Protected Areas (PAS) inTtle® Shan range comprise 10.6 percent of land area
higher than the average of the two countries (ér8gnt). Table 1 on page 1 summarizes the impatanc
of PAs in the region.

% This report refers to a species being endemic wia¢mrally present in a particular geographic reg{&ometimes
“endemic” is used to refer to species thaginatedin a particular geographic region.)
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8. Government support in both countries is directetivtm main activities: protection (security) of
the PAs and limited scientific monitoring of therth and fauna. Therefore, government budgets are
mainly allocated for recurrent costs, in particitarstaff salaries and operational expenditures.

9. Global Environmental Objective. The Global Environmental Objective is to improve
biodiversity protection in 12 protected areas, ratparks, and hunting reserves.

10. GEF Alternative and Benefits. The GEF Alternative consists of complementary messsthat
would be implemented in addition to governmentfr$. Availability of a significant GEF contribain
will help leverage the financing by encouragingesttionors to make substantial contribution to mije

financing. It is unlikely that these donor conttibas will materialize in absence of the GEF Gitant
support the project. Under the GEF Alternative atien governments will be able to improve the
management and conservation of biodiversity instflected PAs. Specific activities would include:

a. Provide technical assistance and goods to manéfgeedit categories of protected areas in the
region (such as natural reserves, parks, gamevesyeto strengthen their technical capacity and
increase their effectiveness in protecting biodiitgr

b. Provide small grants for local groups and orgaionatdirectly linked to threats or opportunities
for biodiversity protection; and

c. Promote sustainable tourism through support taéwelopment and implementation of public
awareness and information campaigns to increageosujor biodiversity conservation, generate
interest in the region’s natural and cultural lzey#t, and increase awareness of obligations
associated with international conservation treaties

11. GEF Alternative Cost. The difference between the costs of the Bassliereario (US$15.58
million) and the GEF Alternative (US$18.93milliois)estimated at US$3.35 million, representing the
incremental cost to achieve global environmentakffies, and this amount is requested from the GEF.

Table 21 — Summary of the Incremental Cost Analysis

Component and Cost Category Costs Domestic Benefits Global Benefits
Sub Component
Protected Area Baseline KYR: US$0.58 mil Limited government Short-term measures to
Management actions to conserve protect biological diversity
KAZ: US$15 mil biodiversity of global importance
(Sub-component | With GEF KYR: US$1.346 mil Effective actions to Improved conservation of
Al) conserve biodiversity in| areas of biodiversity of
KAZ: US$16.515 min a sustainable way global importance
Increment KYR: US$0.766 mil PA improved Enhanced biodiversity
management conservation of areas of
KAZ: US$1.515 mil global importance
Conservation in the Baseline KYR: US$0 Some private and non-| Some short-term measures
Broader Landscape governmental initiativeg for biodiversity protection
(Sub-component KAZ: US$0 to reduce threats for
A2) biodiversity protection
With GEF Increased incomes for | Improved opportunities to
local communities and | conserve biodiversity;
KAZ:...USUS$0.197 min| for protected areas reduced threats to
biodiversity; Integrating
conservation into the broad
landscape
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D

Increment Increased incomes for | Enhanced biodiversity
local communities and | conservation
KAZ: US$0.197 min for protected areas
Sustainable Baseline KYR: US$0 Private initiatives and | Some short-term measures
Tourism sporadic government | for biodiversity protection
Promotion (Sub- KAZ: US$0 actions to promote
component A3) ecotourism
With GEF KYR: US$0.235 min Increased incomes for | Increased awareness of loc
local communities and | communities and institution
KAZ: US$0.307 min for protected areas and increased commitments
of these communities to
protect biodiversity as a
source of livelihood
Increment KYR: US$0.235 min Increased incomes for | Enhanced biodiversity
local communities and | conservation
KAZ: US$0.307 min for protected areas
Component C Baseline KAZ: US$0 Limited monitoring of
Project biodiversity
Management and conservation
Monitoring With GEF KAZ: US$0.330 min Additional managemeptncreased capacity for
effort associated with | monitoring indicators and
additional project trends. Increased exchange
activities of international experience
Increment KAZ: US$0.330 min Successful project Improved monitoring
implementation and capacity of areas of global
evaluation importance; Enhanced
international knowledge
TOTAL Baseline KYR: US$0.58 min Some actions taken Sporadic impact on the
mainly in two areas: biodiversity
KAZ: US$15.00 min protection (security) of
the PAs and limited
scientific monitoring of
the flora and fauna
With GEF KYR: US$1.58 min Biodiversity Enhanced biodiversity
conservation as a conservation
KAZ: US$17.35 min sustainable income of
local communities;
Improved PA
management
Increment KYR: US$1 min Biodiversity Enhanced biodiversity

KAZ: US$2.35 min

conservation as a
sustainable income of
local communities;
Improved PA
management

conservation
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Annex 16: Legal Framework
TIEN SHAN ECOSYSTEM DEVELOPMENT PROJECT

1. Reforestation and afforestation activities willdaaried out through Lezkhozes (LHs, partly
through public-private partnership) on State FoFestd land and through communities and Aiyl
Okmotus on land redistribution funds in State L&ederves. The legal framework is regulated by the
following laws:
» Law on Administration of Agricultural Land (2000),
e Law on Land Reform (1991),
* Land Code (1999),
e Land on Administration of Agricultural Land (2000),
» Forest Code (1999)
Government Resolutions:
e No. 377 of July 27, 2001 on Collaborative Foresnhiigement
* No. 482 of October 19, 2007 on the procedures restplots leasing and use
* No. 19 of January 22, 2008 On Procedure for Trarf$tansformation) of Land Plots from One
Category to Another or from One Type of Lands teother, and
* No. 403 of July 28, 2008 on results of state regfigin of land in Kyrgyz Republic as of January
1, 2008.
* No. 256, April 14, 2005 on the Concept of Fore§igvelopment in the Kyrgyz Republic
* No. 693 of September 27, 2006 on the national agtian for development of forestry of the
Kyrgyz Republic in the period from 2006 to 2010.

2. The above laws and regulations allow the use dflafaut unproductive land from the Land
Redistribution Fund (LRF) or private land for redstation activities. In this case, the categorratif
land will not change and therefore conversion pfllss not required. A need to transfer agricultiaai
from one type to another is justified by naturaitéas such as salinity level, soil pollution, alkély
level, and other criteria such as minimum prodiutgtivAn application from the land plot owner or use
the basis for transferring agricultural land fromedype to another. Next, a package of documents
containing justification, a map of the land to nsferred, and a statement from Gyprozem of
Gosregister must be submitted for approval to tlmgdity of Agriculture, Water Resource and
Processing Industry (MAWRPI) at the local leveleTibcal-level state administration makes a decision
and instructs the local Gosregister to change ¢hiifying documents for the land plot and land relso
Land from the LRF can be offered for lease, an@dam the results of bids, the land is leasedtlaad
State Design Institute (Gyprozem) of Gosregistdirre@cord the transaction.

3. Land tenure is clear where project activities arplemented directly by Lezkhoses (LHs) on
State Forest Fund land as LHs are responsiblééomianagement, including reforestation and
afforestation, of these lands. According to the@eof the Governmei 315 from July, 3, 1960,
Kyrgyz Republic forests are the property of theestand form a unified State Forest Fund. In thegse
of reforestation, the land officially becomes fardesmid when it meets threshold criteria for Kyrdgrest

4, For activities implemented by public-private parsteps between LHs and micro project
participants and activities implemented on Aiyl Qkmlands, the legal framework is based on
Government Regulation No. 482; October 19, 200%herprocedures for forest plot leasing and use and
on Decree No. 377; July 27, 2001, approval of ratgums on collaborative forest management (CFM).

5. When LHs enter into a public-private partnershig, telationship will be regulated by the CFM
regulation No.482 on forest plots leasing and Wke. project will continue to contribute legal sees to
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draft procedures for the transfer of productivesfibry functions (and possibly other functions, for
example, forest protection) to the private sectooading to the National Forest Programme for 2005-
2015 in the framework of the existing regulatiomsthe meantime, the project builds important pilot
experience for these procedures. The project withgensate for the lack of detailed procedures withi
existing legislation by using detailed contractagteements and relevant provisions. In compliaritte w
the regulation, State Forest Land is leased far yivars; under conditions of bona fide and accurste
stipulated in an agreement, it can be extendedgddo 50 years.

6. Under the CFM regulation, disputes and conflict$ mé resolved through monitoring and
independent expertise supplied by a CFM Board,isting of Aiyl Okmotu representatives, deputies of
Aiyl Kenesh, and community representatives and latsl the Oblast CFM specialist of the forest
territorial department in Jalalabad. CFM regulaioaquire this independent and elected CFM Board to
be established to act as an arbitrator of dispiites.regulation provides for the CFM plot to be
withdrawn in exceptional cases, such as: (a) iIFdM®Ilot is used contrary to its purpose; (b) itstand
public needs dominate, in accordance with the Ll@ade; (c) if a CFM plot is not used in accordance
with its purpose within the term provided in Landde. Such withdrawal can be issued only by the
decision of a court of justice.

7. Legal Security. A disincentive for small-scale farmers to investree-planting activities on
government-owned land is the long-term legal séguigk. While governmental regulation on
collaborative forest management provides the lbgsis for local communities to receive benefiterfro
such activities, experience shows that thorougHeémpntation has been lacking. Therefore, the projec
will develop clear and detailed contractual agregseith full implementation of existing regulatgn
including establishing relevant institutions asoadition for funding, according to the operational
manual. In order to enhance legal security dufieggroject lifetime, the project will: (a) provitkgal
assistance to micro-project participants, andr{bgst in establishing relevant institutions (e.g.,
commissions) and user associations at the local, ldwough awareness and capacity building.

8. The CFM provision for withdrawal upon non-compliarar other reasons poses a risk to
individuals with little capacity to protect the&dal rights. Considering the potentially high bésdfom
tree-planting activities, legal conflicts could@Bsmerge among micro project groups, communitigg, A
Okmotus, or LHs. Therefore, similar to collaboratferest management, legal security requires
democratic village or other civil institutions tphold the legal interests of individuals and miproject
participants. In addition, contractual arrangememtst be comprehensive and clearly define theggrti
responsibilities and benefits to avoid misundeditags or conflicts. For all project activities, &g
documents, including scanned copies of contractsvzaps, will be established in a long-term elegtron
information management system (IMS) overseen bythk based on the current ARIS information
management system. Moreover, the contracts arsteegil with the State Design Institute (Gyprozefm) o
Gosregister, so all disputes must be resolved édif@r land can be leased to third parties.

9. For project activities implemented on Aiyl Okmo#ntls, the provision on land withdrawal is
complemented by ARIS procedures. Responsibilitesaiteria for sustainability of activities areally
defined in the two-stage contracts between micogept participant, ARIS, Aiyl Okmotu and the Local
Investment Union Executive Committee (LIC) and pdevthe basis for arbitration. The LIC is the most
important institution to defend the legal rightsnaitro project participants, and in the unlikelpeahat
LIC is not be present in the long term, the villageincil (Aiyl Kenesh) can fulfill this role.

90



Annex 17: Collaborative Natural Resource Management
TIEN SHAN ECOSYSTEM DEVELOPMENT PROJECT

Background to Collaborative Natural Resource Managment (CNRM)

1. Collaborative or Participatory Natural Resource Btgament involves the management of natural
resources under a detailed plan, developed anédgpon by local stakeholders. Under such
arrangements, resource users and resource-depe&odemiinities often share the legal responsibilities
and the economic benefits in the sustainable etgpion of natural resources. This approach of gigari
responsibility for resource management with loeaburce users strikes a balance between a fresHfor-
exploitation of natural resources, and the inedficies and injustices that typify top-down techatcr
management systems. Also, localizing responsilfitityand the benefits from, resource use ensures a
more sustainable supply of ecosystem goods anitssnand benefits such as community empowerment,
poverty alleviation, and more equitable and effitirms of resource governance (Zulu 2008).

2. 92. However, challenges associated with this amgbroziude the risk of elite capture by
more powerful and wealthier resource users, limadenforcement agency support, no legal authority
for the community to enforce its rules against iolgis, and internal community tensions (Tucker 3004

3. To overcome these challenges some principles neugbgerved: (a) a system of transparency
and accountability to the wider community, incluglthe disadvantaged and more vulnerable; (b) a
locally controlled system to track and monitor teadition and use of the natural resource; (c)llega
mechanisms to prevent outsiders from accessingettmirce at a low cost; (d) clear resource bouestari
(e) clearly defined, small, and relatively homogengroups of resource users; (f) equitable cost and
benefit allocation mechanisms; (g) ability to apalgystem of escalating sanctions against those who
violate the rules; and (h) conflict-resolution mactsms. (Zulu 2008, Basurto 2005, Armitage 2005,
Tucker 2005).

Experiences relevant to CNRM in the Kyrgyz Republic

4, Long-term leases held by households or small haldejtoups have been the most common
mechanism for collaborating with local people irefst management on State Forest Fund lands,
administered by LHs. Yet, the conditions and aresmgnts of such leases vary, and there are no clear
mechanisms for participatory decisionmaking or dowted forest management among LHs, the local
population, Aiyl Okmotus, and other stakeholdensly®ecently has forest policy moved towards
privatization and joint management arrangementst matably the regulations for Collaborative Forest
Management (decrees No. 377 and 482) developedivdthupport of the Kyrgyz-Swiss KIRFOR
project. Apart from State Forest Fund lands, sigaift potential exists for scaling up tree-planting
activities on currently unproductive and barrerdmnf local self-governments (Aiyl Okmotus).

5. Kyrgyz-Swiss KIRFOR Project: Collaborative Forest Management in Walnut Forests. Since

1998 there has been experience with Collaboratisedgement of Walnut Forests, initially initiatedaas
pilot in several LHs by the Kyrgyz-Swiss cooperatfyoject. The main features of the CFM scheme are:
(a) the tenant has user rights for all productsédsted on the plot and in exchange the tenant ghesvi

LHs with labour; (b) after forest plots are leagadfive probationary years, the lease can be @ddror
additional 49 years; and (c) CFM Board and Comrmissiere established to institutionalize partnership
among stakeholders for plot arbitration and alliocat

6. The reasonably successful experience in pilot ptej@as soon extended within the walnut forest
and as a broader national CFM program adopted(a.28 the same time, several problems emerged
because essential principles and requirementeafdheme were not closely followed. Some were
impracticable, unclear, or beyond the intereshefdtakeholders: (a) allocations were biased tawvard
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more influential tenants, although CFM regulatiadsocate equitable distribution of opportunitied an
benefits; (b) decisionmaking was dominated by tlestrinfluential and by LHs officials. (c)
comprehensive concepts for sustainable forest nesinaigt as originally envisaged by the project,
including the regulation of grazing, participatalgcisionmaking or poverty alleviation, were not
implemented; (d) a Soviet-era legacy prevailedakeholder reluctance to engage in collaborative
management, group, or participatory organizatiowl, @) CFM plot availability was limited based twe t
labor needs of LHs, with most annual work plan§lfed through the scheme.

7. Subsequently, the CFM regulation was amended anlifiewto address these problems,
resulting in decrees No 482 and 377. The promaifamproved collaboration and coordination among
stakeholders, including the Aiyl Okmotus, has shagnificant improvements in equity and
transparency. In addition, plot size is now limitech maximum area that is based on forest typerdae
No. 377 was revised to stipulate that payment imgia forest plot within the CFM activities shostill
be the fulfilment of forest management activiti@sder contract, and that the volume activities nbeast
proportional to the income derived from using tbeeét plot. In the absence of forestry management
activities, and with the consent of LHs, works b&replaced by stable cash payments.

8. Most of the existing CFM experience is specifitite seasonally high-productive walnut forests
with people living in relatively high population gty within or adjacent to State Forest Fund lands
While in theory, the latest CFM regulations covépénciples required for a functioning, equitataied
sustainable CRNM scheme, the walnut forest expegiénot completely applicable to the Tien Shan
project, which focuses on collaborative forestatonAiyl Okmotu lands. Unlike walnut harvesting,
productive forestation activities require highigiinvestment, delayed but potentially high refuand
the need at an early stage to diversify typeses-planting, and benefits in particular. Also, pineject
provides significantly more capital input, includinarbon incentives in the early years, which may
encourage a more thorough implementation of CFMIlegipns. Given the significant project
opportunities and benefits to be generated, conemisite, transparent and practicable participatory
procedures are essential.

9. Community Development and | nvestment Agency (ARIS) / Village I nvestment Project (VIP).
The experience of community involvement in locatid®nmaking under VIP through ARIS has been
very positive. This project provides grant resoarevillages to construct and improve social
infrastructure, and supports income-generatingyisies designed to alleviate poverty. By encourggin
local community inclusion in decisionmaking and lerpentation, the project increased the efficienicy o
public fund management and confidence in local gmece. Local communities are responsible for
implementing micro-projects, financial managemant procurement of project inputs. So far, over
3,000 social infrastructure investments and incgewerating micro-projects have been completed.
Contributing to the success of the project wasithadilt on the pre-existing Aiyl Okmotu local §el
government structures. Building on the processdsratitutions established by ARIS, the World Bank
Agricultural Investment and Services Project (AI8H) introduce community-based pasture
management to strengthen pasture users’ involveimetibcating, using, monitoring and
decisionmaking to improve oversight, equitableribstion, and sustainability of this crucial over-
exploited asset.

10. CNRM in the Tien Shan Project.Because relevant institutions and capacity forotiffe
participatory involvement are lacking, and reluceito engage in group activities beyond family ties
kinship is widespread, a micro project-based imgletation approach adapted from successful ARIS
practice was selected as the most appropriate mischdor reforestation activities of the Tien Shan
project. The design of CNRM approaches to be usélde Tien Shan project is based on regulations for
collaborative forest management (No. 377 and 4&%ture renting, the successful Village Investment
Program managed by ARIS, consultations with stakksne, and assessments of existing efforts relevant
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to CNRM in the Kyrgyz Republic. Detailed proceduvelt be refined using results from pilot activisie
initiated in two Aiyl Okmotus and two LHSs, financég the PHRD grant. Furthermore, the project’s
social implications are being examined at the géléevel by the Social and Environmental Assessment
The CNRM approaches are most relevant to planthgsoductive plantations and fruit trees
implemented as micro-projects by individuals orugr@on 7,650 ha of Aiyl Okmotu and private lands
with local communities and managed by ARIS.

11. Aiyl Okmotu/ARIS. For activities on Aiyl Okmotu land, CNRM approaclzes based on the
processes and institutions established by the YitPnaanaged by ARIS. Village-level institutions
responsible for coordinating micro-projects includ®cal Investment Unions (LIUs) and their Exeuati
Committees (LICs); Village Investment Unions (VIUs)d their Executive Committees (VICs); and Aiyl
Kenesh and Aiyl Okmotu administration, complemeriigd\RIS administrations at Oblast level. The
ARIS social mobilization approach (see separate antpoverty targeting) represents the core of CNRM
whose objective is to reduce local elite captui @fow all local citizens, without discriminatiaf

gender, age, religion, ethnical group, to fairlytjggpate in the process. This is directly coordatbby
Community Development Support Officers (CDSOs)heaerseeing three to five Aiyl Okmotus.

12. While this concept was developed for village-les@tial investments and business projects, it is
appropriate for the Tien Shan project becauseitdes all elements commonly applied for CNRM.
Additional tools are introduced to further adap toncept to CNRM, including: (a) participatory
diagnosis using tools such as concept models aodiree mapping; (b) establishing clearly defined,
small, and relatively homogenous groups of resousegs; and (c) establishing conflict resolutiod an
sanctions mechanisms.

13. Training of Trainersfor CNRM in the Tien Shan Project. To enhance capacity among ARIS,
AO, NGOs, and Community Leaders to mainstreamgp&tiory principles in the Tien Shan project, a
specially designed training-of-trainers program W provided. Training participants will includedds
of villages, VIC, LIC, and CDSOs, nominated by fdlifferent Aiyl Okmotus. Lessons learned will be
taken back to the community and passed on to eilagel resource users through social mobilization.
The following are the key elements of the propasrdlay training program:

» Natural Resource DiagnosigseeBox 2). Training participants will be introduceddssential
diagnostic tools for establishing clear naturabtese boundaries, identifying small homogenous
groups of resource users, and providing the basisdcking and monitoring the condition and
use of resources. (2 days)

» Biodiversity Protection. This component will include lessons on speciesheatitat
identification, and livestock protection. (1 day)

» Micro-project selection. This module will introduce the main criteria f@sassing applicants’
micro project proposals: location, technical andchageement capacity, employment potential,
financing plan, no other activities generating carproductions, number of beneficiaries, group
proposals, biodiversity restoration preservatigecses type, pest susceptibility, drought
susceptibility, inclusion of diagnostic exercis@s5 days)

» Natural Resource Monitoring and Transparency.This component will provide information on
establishing locally controlled systems for moniigrand tracking the use of natural resources by
local stakeholders, including systems of local aotability and transparency. (1 day)

» The Legislative Environment and Vertical Coordination. This component will inform
stakeholders about legal mechanisms for excludingjaders from resource use, the degree to
which local stakeholders can organize and managesource, and mechanisms for coordination
with external government authorities. (0.5 days)
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Box 2-Natural Resource Diagnosis

Conceptual Model. A diagram of a set of relationships among fact@igeled to impact or lead to a fing
target condition. Conceptual models show relatiggsshmong factors, highlight more relevant factors
and indicate major threats affecting the targetidn (soil quality, water quality and availabyfjt
Conceptual models are useful to demonstrate caunsksffects between stakeholder problems and
reasons for environmental problems, while raisinglic awareness of environmental issues. Models
developed collectively by stakeholders.

Resource mapping. This is a tool for collating and plotting informaiti on the occurrence, distribution,
access, and use of resources, and threats to cespuithin the specific economic and cultural diomud
stakeholders. Variations that can be introducellidiecdisaggregating by gender, or adding a stage tq
generate topographic map-related information, ast@ge resource mapping process.

Preference or pair-wise ranking. This tool is used to determine priorities and @refices of individuals
and groups among a set of items. It allows paditip to compare priorities among different grodips,
example, men and women, young and old, rich and, poal so forth.

Community Environmental Assessment. This tool is used to analyze the environmentala of
planned and/or completed activities; it providdsaaework in which participants can observe and
evaluate changes. Value is determined by assignmgmeric value to each environmental factor to
establish an environmental score and demonstratestative values among factors. Values can also

1

are

indicate which factors should be monitored closely.

14. Ten sessions are anticipated in the first projeer yo provide opportunities for nominees from
all project-affected Aiyl Okmotus to benefit frolmettraining provided.

Targetsfor training of trainers

Participants per
Training Session

Participant per
AQO’s

Number of AO’s
covered by each
session

Total Number of
Sessions

Total number of
beneficiaries

20

4

10

200
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Annex 18: Maps
TIEN SHAN ECOSYSTEM DEVELOPMENT PROJECT
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A. Strengthening Biodiversity Conservation in Prote
1. Increasing the Capacity of Protected Areas
2. Sustainable Tourism Promotion
Subtotal Strengthening Biodiversity Conservation in
B. Reforestation and Carbon Trading
1. Afforestation and Reforestation
2. Validation and Monitoring of Carbon Sequestration
3. Improved Forest Management
Subtotal Reforestation and Carbon Trading
C. Project Management and Monitoring
Total BASELINE COSTS
Physical Contingencies
Price Contingencies
Total PROJECT COSTS

SUMMARY COST TABLES

cted Areas and Productive Landscapes

Protected Areas and Productive Landscapes

KYRGYZSTAN
Tien Shan Ecosystem Development Project
Components Project Cost Summary

(KGS Million) (USD '000)
% % Total % % Total

Foreign Base Foreign Base

Local Foreign Total Exchange Costs Local Foreign Total Exch ange Costs
35.6 19.4 55.1 35 8 891.2 485.6 1376.8 35 8
8.4 0.9 9.3 10 1 208.8 23.4 232.2 10 1
44.0 20.4 64.4 32 10 1100.0 509.0 1609.0 32 10
456.3 71.6 528.0 14 80 11 408.0 1791.0 13198.9 14 80
4.3 4.2 8.5 49 1 108.0 103.8 211.8 49 1
5.8 6.3 12.2 52 2 145.9 158.1 304.0 52 2
466.5 82.1 548.6 15 83 11 661.9 2052.9 13 714.7 15 83
41.3 4.1 45.3 9 7 1031.7 101.6 1133.3 9 7
551.7 106.5 658.3 16 100 13 793.6 2 663.4 16 457.0 16 100
0.9 1.2 2.0 57 - 22.0 29.2 51.2 57 -
67.2 4.6 71.8 6 11 716.1 43.0 759.1 6 5
619.8 112.3 732.1 15 111 14 531.6 27357 17 267.3 16 105
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. Civil Works

Goods

. Consultant Services
. Training

. Mini-projects

. Forestry O&M

7.

Operating Costs

Total PROJECT COSTS

KYRGYZSTAN

Tien Shan Ecosystem Development Project
Disbursement Accounts by Financiers

(USD '000)
GOK: Taxes and Local
IFAD PHRD GEF Beneficiaries GoK Budget Duties Total (Excl. Duties &
Amount % Amount % Amount Amount % Amount % Amount % Amount % Fo r. Exch.  Taxes) Taxes

53.4 243 - - 142.4 647 - - - - 242 110 220.0 13 110.0 85.8 24.2
365.1 37.9 12.7 13 470.6  48.9 - - - - 1148 11.9 963.1 5.6 711.3 137.0 114.8
8345 59.7 213.6 153 349.2 25.0 - - - - - - 1397.3 8.1 174.4 1223.0 -
183.9 66.3 55.8 20.1 37.7 136 - - - - - - 277.4 1.6 8.4 269.0 -
59539 70.1 - - - - 1612.2 19.0 - - 928.1 10.9 84942 49.2 1687.5 5878.6 928.1
306.5 5.6 - - - - 42632 781 886.5 16.2 - - 5456.1 31.6 - 5456.1 -
302.8 66.0 126.4 275 - - - - - 29.9 6.5 459.1 2.7 44.1 385.1 29.9
8000.0 46.3 408.5 24 1000.0 5.8 58754 34.0 886.5 5.1 1096.9 6.4 17 267.3 100.0 2735.7 134347 1096.9
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A. Strengthening Biodiversity Conservation in Prote
1. Increasing the Capacity of Protected Areas
2. Sustainable Tourism Promotion
Subtotal Strengthening Biodiversity Conservation in
B. Reforestation and Carbon Trading
1. Afforestation and Reforestation
2. Validation and Monitoring of Carbon Sequestration
3. Improved Forest Management
Subtotal Reforestation and Carbon Trading
C. Project Management and Monitoring
Total PROJECT COSTS

cted Areas and Productive Landscapes

Protected Areas and Productive Landscapes

KYRGYZSTAN
Tien Shan Ecosystem Development Project
Components by Financiers

(USD '000)
GOK: Taxes and Local
IFAD PHRD GEF Beneficiaries GoK Budget Duties Total (Excl.  Duties &
Amount % Amount % Amount % Amount % Amount %  Amount % Amount % Fo r.Exch. Taxes) Taxes

- - 7655 539 - 5800 408 747 53 14202 82 513.3 832.2 74.7

- - 2345 978 - - - 54 22 2398 14 25.0 209.4 5.4

- - 1000.0 60.2 - 5800 349 801 48 1660.1 9.6 5384 10416 80.1

66578 483 - - 58754 426 5800 22 9466 6.9 137862 79.8 17982 110414 9466
137.7 608 89.0 39.2 - - - - - 2267 13 111.0 115.7 -
3089 91.6 - - - - - - 285 84 3374 20 176.7 132.2 28.5
71044 495 890 0.6 58754 409 3065 21 9750 6.8 143503 83.1 20859 112893  975.0
8956 713 3195 254 - - - - - - 418 33 12569 7.3 111.3  1103.8 418
80000 463 4085 24 10000 58 58754 340 8865 51 10969 6.4 17 267.3 100.0 27357 134347 1096.9

98



I. Investment Costs
A. Civil Works
B. Equipment and Goods
C. Field Equipment
D. Vehicles
E. Technical Assistance
1. National TA
PIU
Short-term TA
Subtotal National TA
2. International TA
Subtotal Technical Assistance
F. Training
G. Mini-projects
Total Investment Costs
Il. Recurrent Costs
A. Forestry O&M
B. Social Payments /a
C. Allowances
D. Operation and Maintenance
E. Other Operating Costs
Total Recurrent Costs
Total PROJECT COSTS

KYRGYZSTAN
Tien Shan Ecosystem Development Project
Expenditure Accounts by Financiers

\a Includes employer's social charges

(USD '000)
GOK: Taxes and Local
IFAD PHRD GEF Beneficiaries GoK Budget Duties Total (Excl. Duties &
Amount % Amount % Amount % Amount % Amount % Amount % Amount % Fo r. Exch. Taxes) Taxes

53.4 243 - - 142.4 647 - - - - 242 110 220.0 13 110.0 85.8 24.2
52.6 514 127 124 218 212 - - - - 154 15.0 102.5 0.6 71.7 15.4 15.4
2724  36.7 - - 388.4 523 - - - - 81.7 110 742.5 43 556.8 103.9 81.7
40.0 33.9 - - 60.5 51.1 - - - - 17.7 15.0 118.2 0.7 82.7 17.7 17.7
4779 74.1 166.7 25.9 - - - - - - - - 644.7 3.7 - 644.7 -
278.7 48.2 13.7 2.4 285.9 494 - - - - - - 578.3 3.3 - 578.3 -
756.7 61.9 180.4 14.8 2859 234 - - - - - - 1223.0 7.1 - 12230 -
77.8 44.6 33.2 19.0 63.4 36.4 - - - - - - 174.4 1.0 174.4 - -
8345 59.7 2136 153 349.2 25.0 - - - - - - 1397.3 8.1 1744 1223.0 -
1839 66.3 55.8 20.1 37.7 136 - - - - - - 277.4 1.6 8.4 269.0 -
5953.9 70.1 - - - - 1612.2 19.0 - - 928.1 10.9 8494.2 49.2 1687.5 5878.6 928.1
7390.7 65.1 282.1 25 1000.0 8.8 16122 142 - - 1067.1 9.4 11352.0 65.7 26915 75934 1067.1
306.5 5.6 - - - - 42632 78.1 886.5 16.2 - - 5456.1 31.6 - 5456.1 -
90.4 725 343 275 - - - - - - - - 124.7 0.7 - 124.7 -
46.8 743 16.2 25.7 - - - - - - - - 63.0 0.4 - 63.0 -
455 61.1 20.8 279 - - - - - - 8.2 11.0 745 0.4 37.2 29.0 8.2
120.2 61.0 55.2 28.0 - - - - - - 21.7 110 197.0 1.1 6.9 168.4 21.7
609.3 10.3 126.4 2.1 - - 42632 72.1 886.5 15.0 29.9 0.5 59152 34.3 44.1 5841.3 29.9
8000.0 46.3 408.5 2.4 1000.0 5.8 58754 34.0 886.5 5.1 1096.9 6.4 17 267.3 100.0 27357 13434.7 1096.9
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I. Investment Costs
A. Civil Works
B. Equipment and Goods
C. Field Equipment
D. Vehicles
E. Technical Assistance
1. National TA
PIU
Short-term TA
Subtotal National TA
2. International TA
Subtotal Technical Assistance
F. Training
G. Mini-projects
Total Investment Costs
Il. Recurrent Costs
A. Forestry O&M
B. Social Payments /a
C. Allowances
D. Operation and Maintenance
E. Other Operating Costs
Total Recurrent Costs
Total BASELINE COSTS
Physical Contingencies
Price Contingencies
Inflation
Local
Foreign
Subtotal Inflation
Devaluation
Subtotal Price Contingencies
Total PROJECT COSTS

Taxes
Foreign Exchange

Strengthening
Biodiversity
Conservation in
Protected Areas and
Productive Landscapes

Expenditure Accounts by Components - Base Costs
(USD '000)

\a Includes employer's social charges

Increasing Reforestation and Carbon Trading
the Validation
Capacity and Project
of Sustainable  Afforestation Monitoring of Improved  Mana gement Physical
Protected Tourism and Carbon Forest and Contingencies
Areas Promotion Reforestation ~ Sequestration Management M onitoring Total % Amount
160.0 - 60.0 - - - 220.0 - -
- 234 - - 48.0 21.0 924 5.0 4.6
404.8 - 98.0 - 166.0 12.0 680.8 4.7 32.0
60.0 10.0 - - - 45.0 115.0 - -
- - - - - 586.5 586.5 - -
77.0 198.8 224.8 - - 40.5 541.1 - -
77.0 198.8 224.8 - - 627.0 1127.6 - -
60.0 - - 103.8 - - 163.8 - -
137.0 198.8 224.8 103.8 - 627.0 12914 - -
35.0 - - 108.0 90.0 24.0 257.0 - -
- - 8494.2 - - - 8494.2 -
796.8 232.2 8876.9 211.8 304.0 729.0 11 150.7 0.3 36.7
580.0 - 43220 - - - 4902.0 - -
- - - - - 1134 113.4 - -
- - - - - 54.5 54.5 5.0 2.7
- - - - - 64.8 64.8 5.0 3.2
- - - - - 171.6 171.6 5.0 8.6
580.0 - 4322.0 - - 404.3 5 306.3 0.3 14.5
1376.8 232.2 13198.9 211.8 304.0 11333 16 457.0 0.3 51.2
20.2 1.2 4.9 - 8.7 16.2 51.2 - -
25.8 14.3 13426 19.4 28.7 241.0 16719 - -
12.6 0.8 3.6 7.2 12.2 6.6 43.0 - -
38.4 15.1 1346.2 26.6 41.0 247.6 17149 - -
-15.2 -8.7 -763.8 -11.7 -16.3 -140.1 -955.8 - -
23.2 6.5 582.4 14.9 24.7 107.5 759.1 0.4 3.0
1420.2 239.8 13786.2 226.7 337.4 1256.9 17 267.3 0.3 54.2
74.7 5.4 946.6 - 28.5 41.8 1096.9 0.5 5.8
513.3 25.0 1798.2 111.0 176.7 111.3 27357 11 30.5
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I. Investment Costs
A. Civil Works
B. Equipment and Goods
C. Field Equipment
D. Vehicles
E. Technical Assistance
1. National TA
PIU
Short-term TA
Subtotal National TA
2. International TA
Subtotal Technical Assistance
F. Training
G. Mini-projects
Total Investment Costs
1. Recurrent Costs
A. Forestry O&M
B. Social Payments /a
C. Allowances
D. Operation and Maintenance
E. Other Operating Costs
Total Recurrent Costs
Total PROJECT COSTS

Taxes
Foreign Exchange

Biodiversity
Conservation in
Protected Areas and

Productive Landscapes

\a Includes employer's social charges

Increasing Reforestation and Carbon Trading
the Validation
Capacity and Project
of Sustainable  Afforestation Monitoring of Improved  Mana gement
Protected Tourism and Carbon Forest and
Areas Promotion Reforestation ~ Sequestration Management M onitoring Total
160.0 - 60.0 - - - 220.0
- 25.6 - - 54.2 22.6 102.5
436.4 - 107.7 - 185.0 134 742.5
61.0 10.2 - - - 47.1 118.2
- - - - - 644.7 644.7
81.8 204.1 248.2 - - 44.2 578.3
81.8 204.1 248.2 - - 688.9 1223.0
63.4 - - 111.0 - - 174.4
145.2 204.1 248.2 111.0 - 688.9 1397.3
37.7 - - 115.7 98.1 25.8 277.4
- - 8 494.2 - - - 8 494.2
840.2 239.8 8910.1 226.7 337.4 797.8 11 352.0
580.0 - 4876.1 - - - 5 456.1
- - - - - 124.7 124.7
- - - - - 63.0 63.0
- - - - - 74.5 74.5
- - - - - 197.0 197.0
580.0 - 4876.1 - - 459.1 5915.2
1420.2 239.8 13786.2 226.7 337.4 1256.9 17 267.3
74.7 5.4 946.6 - 28.5 41.8 1096.9
513.3 25.0 1798.2 111.0 176.7 111.3 2735.7
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I. Investment Costs
A. Civil Works
B. Equipment and Goods
C. Field Equipment
D. Vehicles
E. Technical Assistance
1. National TA
PIU
Short-term TA
Subtotal National TA
2. International TA
Subtotal Technical Assistance
F. Training
G. Mini-projects
Total Investment Costs
Il. Recurrent Costs
A. Forestry O&M
B. Social Payments /a
C. Allowances
D. Operation and Maintenance
E. Other Operating Costs
Total Recurrent Costs
Total PROJECT COSTS

Taxes
Foreign Exchange

KYRGYZSTAN
Tien Shan Ecosystem Development Project
Expenditure Accounts by Components - Totals Including
(USD '000)

Contingencies

Strengthening
Biodiversity
Conservation in
Protected Areas and
Productive Landscapes

\a Includes employer's social charges

Increasing Reforestation and Carbon Trading
the Validation
Capacity and Project
of Sustainable  Afforestation Monitoring of Improved  Management
Protected Tourism and Carbon Forest and
Areas Promotion Reforestation ~ Sequestration Management Monito ring Total
160.0 - 60.0 - - - 220.0
- 25.6 - - 54.2 22.6 102.5
436.4 - 107.7 - 185.0 134 742.5
61.0 10.2 - - - 47.1 118.2
- - - - - 644.7 644.7
81.8 204.1 248.2 - - 44.2 578.3
81.8 204.1 248.2 - - 688.9 1223.0
63.4 - - 111.0 - - 174.4
145.2 204.1 248.2 111.0 - 688.9 1397.3
37.7 - - 115.7 98.1 25.8 277.4
- - 8494.2 - - - 8494.2
840.2 239.8 8910.1 226.7 3374 797.8 11 352.0
580.0 - 4876.1 - - - 5456.1
- - - - - 124.7 124.7
- - - - - 63.0 63.0
- - - - - 745 745
- - - - - 197.0 197.0
580.0 - 4 876.1 - - 459.1 5915.2
1420.2 239.8 13 786.2 226.7 337.4 1256.9 17 267.3
74.7 54 946.6 - 28.5 41.8 1096.9
513.3 25.0 1798.2 111.0 176.7 111.3 2735.7
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A. Strengthening Biodiversity Conservation in Prote
1. Increasing the Capacity of Protected Areas
2. Sustainable Tourism Promotion
Subtotal Strengthening Biodiversity Conservation in
B. Reforestation and Carbon Trading
1. Afforestation and Reforestation
2. Validation and Monitoring of Carbon Sequestration
3. Improved Forest Management
Subtotal Reforestation and Carbon Trading
C. Project Management and Monitoring
Total PROJECT COSTS

cted Areas and Productive Landscapes

Protected Areas and Productive Landscapes
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KYRGYZSTAN
Tien Shan Ecosystem Development Project
Project Components by Year -- Totals Including Cont  ingencies
(USD '000)

Totals Including Contingencies

2009 2010 2011 2012 2013 2014 Total

501.3 389.6 204.1 183.1 142.2 - 1420.2
52.9 57.0 57.6 36.5 35.7 - 239.8
554.3 446.6 261.7 219.6 177.9 - 1660.1
100.9 2618.2 2982.8 3324.0 2538.6 22218 13 786.2
57.6 314 19.4 53.2 54.6 10.5 226.7

- 138.4 81.8 71.5 45.8 - 337.4
158.5 2788.0 3084.0 3448.7 2638.9 22323 14 350.3
143.9 276.7 209.3 208.5 210.0 208.5 1256.9
856.7 35113 3555.0 3876.8 3026.8 2 440.8 17 267.3



KYRGYZSTAN
Tien Shan Ecosystem Development Project
Expenditure Accounts by Years -- Totals Including C ~ ontingencies
(USD '000)

Totals Including Contingencies

2009 2010 2011 2012 2013 2014 Total

I. Investment Costs
A. Civil Works - 90.0 80.0 50.0 - - 220.0
B. Equipment and Goods 271 34.1 26.6 8.7 6.0 - 102.5
C. Field Equipment 280.8 362.3 43.0 37.3 19.2 - 742.5
D. Vehicles 71.1 47.1 - - - - 118.2

E. Technical Assistance

1. National TA
PIU 67.3 109.8 113.0 116.3 119.8 118.5 644.7
Short-term TA 71.0 131.7 115.6 99.9 108.5 51.7 578.3
Subtotal National TA 138.3 241.5 228.5 216.2 228.3 170.1 1223.0
2. International TA 33.2 41.9 215 33.3 34.0 10.5 174.4
Subtotal Technical Assistance 171.5 283.3 250.1 249.5 262.3 180.6 1397.3
F. Training 315 81.6 53.8 55.5 50.3 4.7 277.4
G. Mini-projects 88.4 2 096.8 2223.3 2213.1 1185.1 687.5 8 494.2
Total Investment Costs 670.4 2995.1 2676.7 2614.1 1522.8 872.9 11 352.0

1. Recurrent Costs
A. Forestry O&M 128.5 438.1 798.2 1180.3 1423.8 1487.2 5456.1
B. Social Payments /a 12.6 21.7 22.0 22.7 23.4 22.3 124.7
C. Allowances 5.3 10.9 11.2 115 11.9 12.2 63.0
D. Operation and Maintenance 11.5 11.9 12.2 12.6 13.0 13.3 74.5
E. Other Operating Costs 28.4 33.6 34.6 35.6 31.9 32.9 197.0
Total Recurrent Costs 186.2 516.2 878.2 1262.8 1503.9 1567.9 5915.2
Total PROJECT COSTS 856.7 3511.3 3555.0 3876.8 3026.8 2 440.8 17 267.3

\a Includes employer's social charges
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