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Negotiated financing agreement

(To be made available prior to the session)



Appendix II EB 2024/142/R.2

Logical framework

Indicators Means of Verification
Results Hierarchy Assumptions
Name |Base|ine|Mid»Term End Target |Source Frequency Responsibility
Outreach 1 Persons receiving services promoted or supported by the [Project M&E |Annually PMOs Sustained investment from
project government to rural
Males -Number 102 000 154 000 revitalization in the
Females - Number 68 000 154 000 sectors/areas of this project
Young - Number 34 000 92 400 (A)
Indigenous people - 5100 12 320
Number Marginalization of smallholder
Total number of persons 170000 308 000 farmers and their
receiving senvices - organizations lagging in active
Number participation and equitable
Male - Percentage (%) 60 50 sharing of development
Female - Percentage (%) 40 50 opportunities and benefits in
Young - Percentage (%) 20 30 the middle of industrialized
l.a_Corresponding number of households reached Project M&E |Annually PMOs agricultural sector
Women-headed 4 000! 8 000 modernization, agri-value
households - Households chain development, and rural
Non-women-headed 46 000 100 000 livelihood reengineering (R)
households - Households
Households - Households 50 000 108 000!
1.b Estimated corresponding total number of households Project M&E [Annually PMOs
Household members - | 170 000 367 200
Number of people
Project Goal Supported rural households reporting growth rate of per COl suney, |Baseline,Mid- |PPMO, M&E |Continuity of economic, social
Contribute to the capita disposal income with above national average level Gowvernment |term and senice provider [and marketing stability in the
consolidation of no poverty |Total households - 60% 0% Statistics completion target project area. (A)
(SDG1) and no hunger Percentage (%)
(SDG2), and food security  |Women-headed Uncertainty remain with
with innovative and scalable |households - Percentage 50% 70% regard to human and animal
good practices and (%) epidemics, climate disasters
Development Objective |12 2 Households reporting adoption of new/improved inputs, [COl survey  [Baseline,Mid- |PPMO, M&E  |Innonative and effective
Support the country’s technologies or practices term and senvice provider |[models and good practices
ongoing Rural Revitalization Households 3000 21 600 completion supported by the project are
py pllot.lng |nc!u5|ve and Households (%) 30% 60% adopted and replicable for
innovative business models scaling up through
in promoting sustainable Number of people 10500 75600 - - demonstration, knowledge
and climate-resilient 3.2.2 Households reporting adoption of environmentally Baseline, Mid- PPMO' M&E management and proper
agriculture and building sustainable and climate-resilient technologies and practices term anq senice provider uptake (A)
community adaptive Households - Percentage 20% 40% completion
capacities in the project (%) Farmers reluctance to go with
area of Gansu Province Households - Households 800 3 600 cooperative/enterprise/village
Total number of household 2720 12 240 led value chain or adopt the
members - Number of improved technologies or
people practice. (R)
SF.2.1 Households satisfied with project-supported services COl suney | Baseline, Mid- PPMO’ M&.E Con.wnjunl.tles and beneficiary
Households (%) - 50% 75% term anQ senice provider [participation gre fullx
completion consulted during project
Percentage (%) design (A)
Households (number) - 25 000 81 000
Households . .
Household members - 85 000 275 400 The baseline, mid-term and
completion surnveys could
Number of people - - interview the same group of
SF.2.2 Households reporting they can influence decision- COl'suney |Baseline,Mid- |PPMO, M&E sampled respondants for
making of local authorities and project-supported service term an§ senice provider empowerment assessment
providers completion ®)
Households (%) - 50% 75%
Percentage (%)
Households (number) - 25 000 81 000
Households
Household members - 85 000 275 400
Number of people
IE.2.1 Individuals demonstrating an improvement in COl surey |Baseline,Mid- |PPMO, M&E
empowerment term and senice provider
Total persons - 25% 54% completion
Percentage (%)
Total persons - Number of 42 500 166 320
people
Females - Percentage (%) 25% 60%
Females - Females 17 000 92 400
Males - Percentage (%) 25% 50%
Males - Males 25 500 77 000
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resilient community
infrastructures and senice
facilitites

increased water availabi

lity or clean energy

Households with improved 500 1000
waste management -

Number

Households members- 1700 3400
Number

Households with increased 25000 50 000
water availability - Number

Households members 85 000 170 000
increased water availability:

Number

Households with clean 2000 4200
energy - Number

Households members 6 800 14 280

with clean energy-Number

senvice provider

Indicators Means of Verification
Results Hierarchy Assumptions
Name |Base|ine|Mid-Term End Target |Source Frequency Responsibility
Outcome 1 R . . - COl suney |Baseline,Mid- |PPMO, M&E  [Smallholder farmers are
2.2.1 Beneficiaries with new jobs/employment opportunities
Improve the access of rural or Project term and senvice provider |interested to use climate-
households to opportunities |Males - number 300 500 |M&E completion smart technologies and join
of participation and benefit |Females - number 200 500 the sustainable and green
sharing of rural economic Indigenous people - 15 40 value chain in support of
growth with use of climate- |number private sector player,
smart technologies and Young - number 150 300 cooperatives and village-based
practices in sustainable Total number of persons 500 1 000 entities (A)
green agriculture with new jobs/employment
opportunities - number Smallholder farmers are
- - excluded to use the
2.2.6 Households reporting improved physical access to COl'suney  |Baseline,Mid- PPMO’ M&_E processing and storage
markets, processing and storage facilities term and senvice provider |facilitites (R)
Households reporting 300 1200 completion
improved physical access
to storage facilities
(number)
Households reporting 30% 60%
improved physical access
to storage facilities
%)
Size of Households 1020 4080
(number of people)
Output 1.1 - Inclusive Supported rural producers establishend linkage with agri-  |Project M&E [Annually PMOs, M&E  |Smallholder farmers are
support to smallholder entities (contract farming, land transfer, employment, senvice provider |interested to join the
farmers dividends) sustainable and green value
Number of household 10 000 25 000 chain in support of private
sector player, cooperatives
Number of women-headed 500 1750 and village-based entities (A)
hh
Cl 2.1.2: Persons trained in income-generating activities or  |Project M&E Annually PMOs, M&E |Agro-entities supported have
business management senice provide |the willingness and capacity
Persons trained-total 1000 5000 to organize tailored IGA
activities for linked
Male-number 500 2500 smallholder farmers (A)
Female-number 500 2500
Youth-number 300 1 500!
Indigenous people-number 40 200
Output 1.2 - Eco-friendly Technologies and techniques demonstrated and adopted for |Project M&E |Annually PMOs, M&E  |Lcal government and rural
Agricultural transformation  |¢climate adaptation/mitigation senvice provider |business entities committed
5 13 to demonstrate and promote
Number of Technologies technologies for climate
Rural producers trained in eco-friendly agricultural Project M&E [Annually PMOs, M&E  |adatpion/mitigation (A)
technologies senice provider
Females-number 2000 4500 Eco-friendly technology might
Males-number 2000 4500 be costy and not be
Youth-number 1200 2700 welcomed overwhelmingly. (
Indigenous people -number 160 360 R)
Total-number 4 000 9 000
Output 1.3 - Public 3.1.4 Land brought under climate-resilient management Project M&E |Annually PMOs, M&E Local government are
productive infrastructures senice provider |committed to climate resilient
prodution infrastracture and
Hectares of Land 2000 4500 able to identify prioritized
2.1.5 Roads constructed, rehabilitated or upgraded Project M&E |Annually PMOs, M&E __|9eographic areas (A)
senice provider
Length of roads (km) 40 80
. . . Project M&E | Annually PMOs, M&E
Increased storage capacity for agro-products in project area . .
senice provider
Increa;ed storage | 5000 15 000
capacity (tons)
Outcome 2 Households reporting improved community infrastructure COl suney |Baseline,Mid- [PPMO, M&E Community infrastructures
Build adaptive capacities in |and services term and senice provider |and senices are responsive to
community-governed rural completion villager needs and with good
development Households - Percentage 30% 70% O&M plan. (A)
(%)
Households - Number 15 000 35 000 Community infrastructures are
Households members- 51 000 119 000 just one-time input withouth
Number good maintainance
Output 2.1- Participatory Project M&E |Annually PPMO, M&E  [Trained \illage officials
planning and good Village officials and rural practitioners trained in good senice provider |contributed to the innovative
governance. governance of Rural Revitalization community governance
Number of \illage officials 500 1200 models, which are responsive
and rural practitioners to villager needs and
sustainable in operation (A)
Output 2.2 - Climate- Households provided with improved waste management, Project M&E |Annually PPMO, M&E  [Community infrastructures

and senices are responsive to
\illager needs and with good
O&M plan. (A)




Appendix III

Integrated project risk matrix

Overall Summary

EB 2024/142/R.2

Risk Category / Subcategory Inf:iesrkent Residual risk
|Country Context ||Moderate ||Moderate |
|Fragi|ity and Security || Moderate|| Moderatel
Macroeconomic No risk envisage(_j - not

applicable
Governance No risk enwszg;lcijc-agi)et
Political Commitment No risk enwsgggﬁcgrl;?et
[Sector Strategies and Policies |Moderate |[Low |
|Po|icy Development and Implementation || Moderate|| Low|
Policy alignment No risk envisageql - not

applicable
|Environment and Climate Context ||Moderate ||Moderate |
|Project vulnerability to climate change impacts || Moderate|| Moderate|
|Project vulnerability to environmental conditions || Moderate|| Low|
|Project Scope ||Moderate ||Moderate |
|Technica| Soundness || Moderate|| Moderate|
|Project Relevance || Moderate|| Low|
|Institutional Capacity for Implementation and Sustainability ||Moderate ||Moderate |
|Monitoring and Evaluation Arrangements || Moderate|| Moderate|
|Imp|ementation Arrangements || Moderate|| Moderate|
|Project Financial Management ||Moderate ||Moderate |
|Project External Audit || Moderate|| Moderate|
|Project Accounting and Financial Reporting || Moderate|| Moderate|
|Project Internal Controls || Moderate|| Moderate|
|Project Funds Flow/Disbursement Arrangements || Moderate|| Moderate|
|Project Budgeting || Moderate|| Moderate|
|Project Organization and Staffing || Substantial” Substantial|
|Project Procurement ||Moderate ||Moderate |
|A.1 Legal, Regulatory and Policy Framework || Moderate|| Moderate|
|A.2 Institutional Framework and Management Capacity || Moderate|| Moderate|
A.3 Accountability, Integrity and Transparency of the Public
Procurement System Low Low
|A.4 Public Procurement Operations and Market Practices. || Low|| LOW|
|B.1 Assessment of Project Complexity || Moderate|| Moderate|
|B.2 Assesment of Implementing Agency Capacity || Moderate|| Moderate|
|Project Procurement Overall || Moderate|| Moderate|
|Environment, Social and Climate Impact ||Moderate ||Low |
?//;Jrlgebriﬁtt;lIg)r/lgfh';izrg(reéspopulatlons and ecosystems to climate Moderate Moderate
|Greenhouse Gas Emissions || Moderate|| Moderate|
|Physica| and Economic Resettlement || Low|| LOW|
|Community health, safety and security || Moderate|| LOW|
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Risk Category / Subcategory Inf;iesrlt(ant Residual risk
[Labour and Working Conditions || Moderate| Low|
|Indigenous People || Moderate|| Low|
|Cu|tura| Heritage || Low|| Low|
|Resource Efficiency and Pollution Prevention || Moderate|| Moderate|
|Biodiversity Conservation || Moderate|| Moderatel
|Stakeholders |Moderate |[Moderate |
|Stakeholder Grievances || Moderate|| Low|
|Stakeholder Engagement/Coordination || Moderate|| Moderate|
|Overa|| ||Moderate ||Moderate |

|Country Context

||Moderate ||Moderate |

[Fragility and Security

Moderate|| Moderate|

Risk: The main risks pertain to: i) Swine fever that has been prevailing and
poses some impact to pig production in many places of the country; ii) risk of
COVID-19 comeback but unlikely with restrictive control as before. Uncertainty
however remains with regard to human and animal epidemics, as globally.

Moderate Moderate

Mitigations: (i) Government is promoting preventive measures for pig farms,
meanwhile trying to limit household and small-scale pig raising business in
consideration of environmental impact and economic viability; (i) The project
has limited if not no exposure to pig production at this design stage.

Macroeconomic

No risk
envisaged -
not applicable

The macroeconomic situation and prospect of the country has been favorable
and optimistic. Despite slowed pace of GDP growth during the last years and
some trade frictions, Annual GDP growth has been forecast for more than 5%
by several international financial agencies. The quality of development has
been increasing as result of economic restructuring and boosting of domestic
markets and consumption. Rural development continues to be given increased
attention and support through various favorable policies and additional
resource allocations. The macro economy shall maintain a stable and steady
progress and is generally resilient to external shocks. The economy bounced
back from slow-down in COVID-19 pandemic of 2019-2022 and recorded
steady improvement. Consumption and market demand will remain steady
growth and continue to anticipate increasing demand on quantity and quality
agro-products from rural areas, as result of Government’s strategy in boosting
both domestic and export markets. Transportation and logistics condition
continue to improve providing conducive marketing environment for rural
products. As Chinese economy is integrated into global markets and with
strong links with countries of One-Belt-One-Road; no major risks are foreseen
so far in terms of macroeconomic dimension.

Governance

No risk
envisaged -
not applicable
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Overall governance at the relevant levels (primary province and county) is
strong. There are relevant and adequate rules and procedures guiding the
planning and budgeting, management of finance, procurement, staff and
institutional performance and accountability, fraud and corruption prevention
and conviction. Particularly for rural revitalization and agricultural development
related projects, government attaches higher emphasis in accountability and
performances. The ongoing rural revitalization strategy envisages continued
improvement of rural governance. For this project, the institutional set up and
vertical/lateral coordination has been conducive for project management as
the PMO was designed to be embedded in the structure of Rural Revitalization
Bureau and Agriculture and Rural Affairs. No major risks are foreseen so far in
terms of governance.

No risk
Political Commitment envisaged -
not applicable

The political commitment of both central and local governments to the project
goals/objectives have been and will remain persistently strong during the
project life. The Rural Revitalization is a state strategic policy and development
programme that the project supports. Necessary policies, various resources,
and institutional performances are geared at the provincial and county levels
towards aligning with these strategic goals and directions. No. 1 document of
2023 continues to give spotlight to rural development and rural revitalization
support for disadvantaged areas and households will continue for the next 5
years. Meanwhile, there is strong stability and continuity of political party and
government leadership and strategies. No major risks are foreseen in terms of
political commitment by governments.

|Sector Strategies and Policies ||Moderate ||LOW |

|Po|icy Development and Implementation || Moderate|| Low|

Risk: Government’s strategies and policies, especially those relating to
modernization and rural revitalization, are highly responsive to the needs of
the rural people and visionary in making rural areas more attractive places for
people to live. Nevertheless, there is some risk in the responsive and thorough
implementation of central policies to their full effect, e.g. the Farmer
Cooperative Law. China’s agricultural development has traditionally focused
on production/productivity enhancement, with emphasis on infrastructure , with
limited attention to post-production/marketing. This resulted in cases of local
overproduction, which led to possibly reduced value add and farmers’ income
when the market efficiency is less. Supply-side reform was called for to the
agricultural sector but there is still strong tendency at project area of focusing
on production. Despite favourable and upper level government policies, at the
local level there can be unwanted impediments in serving and facilitating the
agribusiness entities and agribusiness sector.

Moderate Low|

Mitigations: The project places great emphasis to inclusive enhanced
production and post-production and to developing agricultural value chains
that promote equitable organizational arrangements, different
channels/opportunities to farmers to link with market opportunities, and
increased incomes for the target households. The project also invests in
diversified income generating for the target groups, and call for extended
application of agri-insurance in the project area. The project is well in line with
government development policies and contributing to generating benefits for
the vulnerable target group

No risk
Policy alignment envisaged -
not applicable
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The project is well aligned with the government strategy and policies relating to
rural development and modern agricultural modernization. The core focus of
the project “Sustainable and inclusive green agriculture and building
community resilient capacity” is a top priority of government’s most recent rural
revitalization strategy. Governments expect IFAD project to add value by
demonstrating innovative ideas and practices that can contribute to the
consolidation of no poverty and no hunger, and food security as part of the
ongoing rural transformation in the country. The focuses of the project on
sustainable benefit generation for and sharing with vulnerable groups of the
population, role of women and youth as well as thriving private sector and
farmer organizations etc.. are also at the core of the government policies for
rural transformation. No major risks are identified in terms of policy alignment
of the project.

|Environment and Climate Context ||Moderate ||Moderate |
|Project vulnerability to climate change impacts || Moderate” Moderatel

Risk: Gansu Province has been experiencing climate change impacts
including irregular ups and downs of temperature and declining precipitation.
Extreme weather events such as drought, floods, heavy precipitation, snow,
sudden frost and hail have become more frequent and intense . However, the
natural hazard data has shown no relation to the total annual precipitation
since serious droughts have also been reported for years with normal or above
normal rainfall amount. Nevertheless, Climate change risks and predicted Moderate Moderate
impacts directly relevant to the project areas are relatively low and do not pose
significant threats in the short and medium terms. The most significant
seasonal trends occurred during spring (March—May) and winter (December—
February) for both mean temperature and for precipitation. Major climate risks
are exposure to natural disasters, particularly flooding and landslide. Extreme
temperature occasionally impact agricultural production for short periods.

Mitigations:

« Climate smart infrastructure development is a priority of local government for
agricultural production, as well an important intervention of the project
especially relating to climate-smart irrigation, quality road building to improve
productive conditions and mitigate climate related risks;

* Project will introduce climate related services as part of the interventions,
which includes training and advocacy activities as well as extension of climate
adaption technologies;

* Project supported climate-smart infrastructures and other productive assets
for both the communities, agri-businesses and individual households;

« Stress-tolerant seed development, courtyard economy, rural eco-tourism will
help increase the overall resilience of agricultural production and rural life to
the climate change.

« Digital agriculture will also feature the climate-resilience of the industrialized
agri-production

|Project vulnerability to environmental conditions || Moderate|| Low

Risk: In the project areas, water loss and soil degradation are regarded as the
primary environmental concerns. A high percentage of the farmland in the
project area is slope land, the risk of loss of organic substance and other

: M . X . Moderate Low
nutrients can be high if environment friendly and conservative measures are
not applied, causing the increasing infertile of soil in the farmland and its ability
to preserve water and nutrients drops.
Mitigations: (i) The project will introduce sustainable water management
techniques and combined management of irrigation and fertilizer will be one of
the techniques for example. (ii) Organic fertilizer and low-carbon farming
methods will be promoted, with renewable energy used where possible. (iii)
Diversification of farmer income from other agricultural and economic activities
that are not so demanding from the land is also supported by the project, such
as herbal medicine, mushroom and fungus, tea, etc., and (iv) Facility
agriculture will minimize the negative impacts on natural resources
|Pr0ject Scope ||Moderate ||Moderate |
|Technica| Soundness || Moderate|| Moderate|
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Risk: At the PCN stage no detailed technical design has been made. The final
design will analyze the situation in this regard. The moderate level is given on
the basis of possible technical complexity

Moderate

|Mitigations: N/A

|Project Relevance

|| Moderate||

Low|

Risk: The mains risks pertain to the fact that the benefit generated by the
project may not adequately support those economically less active households
for their increased income, also their overall benefit sharing is to some extent
ensured by the country’s rural development policy and programmes, because:
(i) income from agricultural production constitute a relative declining proportion
of the rural people, the project’s contribution to their household income
increase could be limited; (ii) many remaining vulnerable with low income
either have their land transferred or are lack of labour; (iii) inadequacy of
project in fully capturing and adapting to post-poverty reduction strategy
evolvements

Low

Mitigations: (i) Encouraging contract farming, labor employment, land rent
and dividend generated from project invest assets in order to benefit different
kind of vulnerable households. (i) Encourage development business models of
cooperative linking to disadvantaged people, company-cooperative/REE-
households target the active vulnerable and provide preferential access with
project incentive; (iii) allow reallocation of resource to better performing
counties and diversify business models to suit evolving context under the key
criteria of inclusiveness and market access; (iv) promotion of women and
youth entrepreneurship and capacity building tailored to the disadvantaged
target segments.

The project will also bridge between the current and future COSOPs, ensure

the continuity of support in the Country Programme. If necessary, the project

will make due adjustments in order to be fully compliant with the new COSOP
expected in 2024-2025

|Institutiona| Capacity for Implementation and Sustainability

||Moderate ||Moderate |

|Monitoring and Evaluation Arrangements

|| Moderate||

Moderate|

|Risk: Risk of delayed implementation of MIS and M&E system is present

|| Moderate||

Moderate|

Mitigations: The Project should set up the MIS and M&E system at the first
months of implementation before operations roll out. PMOs should take full
ownership and accountability of the M&E work to ascertain quality and more
importantly make use of the M&E information. Periodical reports, internal
workshops and knowledge products will need to make full use and build on the
M&E information.

|Imp|ementation Arrangements

Moderate

Risk: While overall institutional setting with the RRB structure will be in line
with the ongoing Rural Revitalization, the transition from poverty alleviation to
sustainable rural development and modern agricultural transformation could
experience some learning curve. Coordination and networking capacity is
required to management such development project with high expectation on
innovation.

Some counties may have technical capacities and staffing of various levels;
Knowledge and experience of managing IFAD project can be lagging;
Technical knowledge and experience in working with and supporting
agribusinesses can also be a weakness for several counties; risk of
unpredictable staff rotation is also present in some counties.

Moderate

Mitigations: Continued capacity building is essential for the project to be well
implemented. Recruitment of technical expertise to support the technical parts
of the project interventions, review and implementation should help minimize
changes of business failure.

|Pr0ject Financial Management

||Moderate ||Moderate |

|Project External Audit

|| Moderate||

Moderate|
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Risk: The Provincial Audit Office will be delegated to be responsible for
auditing the project. PAO has rich experiences with WB and ADB project
auditing. The annual audit report of project financial statements will be due to
IFAD within 6 months after the end of each calendar year. Moderate Moderate
The provincial SAI capacity cannot be of an acceptable level and quality of
audit reports cannot be acceptable, reports are provided in local language and
not in the FA official language, the reports provided with delay.

Mitigations: The Gansu provincial NAO will be responsible for external audit
and IFAD will communicate IFAD requirements on financial reporting and
auditing to the auditors.

|Project Accounting and Financial Reporting || Moderate“ Moderatel

Risk:

* Financial reporting is not produced properly and timely due to manual
accounting.

* Cost categories cannot be properly reflected in the financial reporting.

* Risk that accounting systems — including polices and standards — are not
integrated and reliable, leading to inaccuracies in financial records and that
reasonable records are not prepared, issued and stored, leading to lack of
informed decision-making.

The administration, accounting and reporting of the project will be set up in
accordance with Circular No. CAIJI (2011)-10: “Provisional Measures for
Financial Management of Projects Financed by Loans and Grants from
International Financial Organizations” issued in 2011 by Ministry of Finance.

Moderate Moderate

Mitigations: The administration, accounting and reporting of the project will be
set up in accordance with Circular No. CAIJI (2011)-10: “Provisional Measures
for Financial Management of Projects Financed by Loans and Grants from
International Financial Organizations” issued in 2011 by Ministry of Finance.

It is planned to adopt the "Information Management System" developed by
project accounting and project funds for each level of the project and its
implementing agencies. An integrated accounting/information (MIS) system is
used for other two projects financed by IFAD The MIS is able to record all
expenditures transactions by categories, components, project activities and
sources at all level of this project the county makes advance payments to start
the construction; the detailed construction information then is recorded in the
MIS immediately; when applying for disbursement, after the expenses have
been verified and approved, the application will be submitted to the provincial
level after approving.

|Project Internal Controls || Moderate|| Moderate

Risk: The Treasury Department in DOF, is responsible for checking and
approving the funds /disbursement from designated accounts; DOF is
responsible for reconciliations such as bank statement, accounting statements.
Monthly bank reconciliation will be performed at each level by DOF and
Project PMU.

« Limited suppliers for goods and services and less capacity may lead to
overpayment for services.

« Staff capacity and awareness of anti-corruption policy.

Moderate Moderate

Mitigations:

* Detailed PIM with detailed FM and Procurement procedures along with
extensive training on PIM will be provided to the project staff.

» Segregation of duties in the project will be set up.

 External audit of the project to be conducted annually.

* IFAD anti-corruption policy will be included in PIM and training delivered to
staff and stakeholders.

« Effective computerized software shall be used to ensure the reconciliation of
account and chasing of payment.

|Project Funds Flow/Disbursement Arrangements || Moderate|| Moderate

Risk:

* Delay during the start-up of project activities.

* Delay in submission of IFRs and WAs to IFAD.

* DA and project account arrangements cannot be clear to the project staff.

Moderate Moderate
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Mitigations:

* Retroactive financing will be suggested to ensure the timely launching of the
project.

» Ensure good accounting system that capable to provide IFR and WA in
required formats.

+ Capacity building workshops on preparation of IFRs.

* IFR timing will be set 30 days rather than 45 in FMFCL.

* FM manual will provide detailed guidance on DA and PA arrangements.

IProject Budgeting | Moderate||  Moderate]

Risk:

The specific budget of the project shall be prepared by the project personnel
(CPMOs) at the county level according to the local needs which shall be
submitted to the provincial finance department for examination and approval
by (PMO) after summarization by the provincial project office. The annual
budget is issued by DOF and MOF by the annual plan. The counterpart funds
shall be included in the budget of each level according to the total annual Moderate Moderate
project financing.

Preparation of AWPB might be delayed due to staff capacity and approval
procedures.

AWPB might not be realistic or not achievable.

The budget preparation and revision process have rigorous procedures within
the entity and may cause strict control but some delays in loan disbursement.

Mitigations:

The PPMO shall apply standard form for AWPB shared by IFAD based on
good practices of other projects in China. Budget allocation for each activity
will be specified for subsequent monitoring.

Training to PPMO and CPMO staff on preparation of AWPB.

A mechanism in place to timely capture the progress of expenditure Vs.
budget.

|Project Organization and Staffing ||Substantial|| Substantial

Risk:

A provincial PMO (PPMO) shall be set up within the Rural Revitalization
Bureau (RRB) under DARA/BARA. It will be responsible for project
coordination, management support, monitoring and reporting, ensuring
adherence to agreed standards, guidelines, and procedures, providing overall
guidance on operational aspects to the various implementing units, and
facilitating intra-knowledge transfer among project provinces and with external
domestic and international agencies. There is a risk that the implementing
entity does not have the necessary number of adequately qualified and
experienced financial management staff in the national and county levels.

Substantial Substantial

Mitigations:

PMOs are staffed with officers who need to have experience in project
management, financial management, procurement, and monitoring and
evaluation. PPMOs and CPMOs will be in charge of day to day management
of project activities, overseeing project designs, implementing and supervising
project activities, arranging for counterpart-funding and local labour
contribution, preparing annual work plans, financial plans, procurement plans,
monitoring and reporting on project progress, outputs, and outcomes.

|Project Procurement ||Moderate ||Moderate |
|A.1 Legal, Regulatory and Policy Framework || Moderate|| Moderate|

Risk: Legal, regulatory and policy framework are clear and mainstreamed with
international procurement practices. Few sub indicators exhibit gaps that have
limited impact on procurement performance. The national procurement Moderate Moderate
framework has limited provisions on SPP and obligations deriving from
international agreement.

Mitigations: When needed, make reference to the IFAD procurement
framework.

A.2 Institutional Framework and Management Capacity || Moderate|| Moderate

10
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complete. However, there are some limited impacts on the project in terms of
personnel, experience, partial management approaches and customary
implementation procedures.

Risk: Institutional Framework and Management Capacity exhibit some gaps
and weaknesses. In particular, the capacity of developing and improving the Moderate Moderate
public procurement system are relatively weak.
|Mitigations: N/A || || |
A.3 Accountability, Integrity and Transparency of the Public Procurement
Low Low
System
Risk: Overall, public procurement operations and market practices is effective
- Low Low
and efficient.
[Mitigations: | | |
|A.4 Public Procurement Operations and Market Practices. || Low|| Low|
Risk: Overall, the public procurement system operates with integrity, that has
appropriate controls, and that has appropriate anti-corruption measures in
place. There are some constraints on engagement of civil society and
. . ; Low Low
stakeholder support to strengthen integrity for procurement policy
development, provisions on fraud, corruption and other prohibited practices in
consistence with IFAD policies.
|Mitigations: || || |
|B.1 Assessment of Project Complexity || Moderate|| Moderate|
Risk: The project complexity is low and is similar to previous projects in China.
Project area is geographically spread in different locations. The governance Moderate Moderate
structures of project exists a certain fragile risk.
Mitigations: The PMU needs to continually put the necessary personnel,
resources, and qualified consulting agency into project to mitigate the relevant
risks.
B.2 Assesment of Implementing Agency Capacity || Moderate|| Moderate
Risk: Main risks of IA’s Procurement Legal & Regulatory Frameworks involve
the aspect of SECAP, Bid Evaluation and advertised time of bid. These risks Moderate Moderate
will lead limited impact on project.
Mitigations: The project will adopt effective management measures,
reasonable procedural arrangements and appropriate rule adaptation to
mitigate the corresponding risks.
|Project Procurement Overall || Moderate|| Moderate
Risk: Overall country framework and project level framework identifies
moderate risk which have been adequately mitigated.
Basically, IA’s organization structure and management system are relatively Moderate Moderate

Mitigations: The Project will improve procurement staffing, secure resource
inputs, strengthen institutional capacity building and recruit the necessary
consulting agencies to mitigate these adverse impacts and risks.

|Environment, Social and Climate Impact

||Moderate ||Low

Vulnerability of target populations and ecosystems to climate variability and

natural disasters, which is higher than the national average of 18.5%. Climate
disaster losses accounted for 3.5% of GDP in Gansu Province, and the
average of 3% in the 21st century, which is about three times of the national
level.

Moderate Moderate
hazards
Risk: The project area belongs to the arid and semi-arid zone, which is a
climate change sensitive and ecologically fragile zone with complex climate
hazards, mainly drought, torrential rainfall and flooding, wind and hail (wind,
dust and hail) and low temperature, etc. Climate hazards account for 88.5% of
Moderate Moderate

Mitigations: The project will take advantage of proven interventions and
experiences in mitigating the vulnerability of the target groups to ecosystem
and climate impacts in the country programme and incorporate the good
practices in the final design

11
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|Greenhouse Gas Emissions |

| Moderate||

Moderate|

Risk: The risk that the project may significantly increase greenhouse gas
emissions and thereby contribute to anthropogenic climate change.

Moderate

Moderate

Mitigations: The project will contribute to the reduction of Greenhouse Gas as
result of promoting low-carbon agriculture. The project activities will not involve
excessive CO2 emissions.

|Physica| and Economic Resettlement |

| Low|

Low|

Risk: No project activities are anticipated to result in the physical or economic
displacement of the local population. Minor Temporary restrictions may apply
in the context of some activities (re-route of traffic due to road or canal
rehabilitation) . No changes will be caused by the project to land tenure, or
adverse impacts to property rights. The project may contribute to increase of
farmers’ property rights with project invested assets assigned to them through
guasi share-holding arrangements or relevant benefiting mechanism. The land
rights of households and community including ethnic minorities are strictly
protected by Land Administration Law of the People's Republic of China. The
project will not lead to temporary or permanent and full or partial physical
displacement.

Low

Low|

Mitigations: In the rare and isolated case that land acquisition may be
required in relaton to the project, there will be a compensation and
consultation process in line with the Law of the People's Republic of China on
Land Administration and materially consistent with the requirements of
Standard 7. The compensation standards for land expropriation include
compensation for the loss of production and business caused by the
expropriation of houses. Under the principle of the national unified guarantee
of the basic living standards and property rights and interests of the
expropriated farmers, each province and city formulated specific compensation
standards for road construction according to the different levels of local
economic development.

Community health, safety and security |

| Moderate||

Low

Risk: Community health and safety has been considered. Measures have
been taken to reduce the exposure of workers and community members to
hazardous materials in the environment during the implantation of the project,
to safeguard human health and community safety. In the construction of public
infrastructure, the design, construction, and operation of structural elements
comply with national legal requirements and the IFAD's "Environmental, Health
and Safety Guidelines", while also considering the safety risks to third parties
and affected communities. Construction insurances are purchased as
required. The residents in the project area provided material support in
accordance with the local government's emergency plan, which included
funding and material assistance for various activities.

Moderate

Low

Mitigations: The project also intends to invest in building the community
adaptive resilience and differentiated services for elderly, women and youth
are foreseen.

|Labour and Working Conditions || Moderate||

Low

Risk: Labour and Working Conditions are highly regulated and there is no
evidence of violation or deviation reported in relationship with the project
design. The project implementation manual would have standard contract
templates for labor and require strict implementation during project
implementation. The project’s beneficiary feedback and grievance redress
system are in place in complementarity with the government’s vertical
complaint system. The personal safety protection would be strictly
implemented to ensure the safety of labor. The workers involved in the project
will sign contracts. Wages and salaries are negotiated by both parties and
implemented according to industry standards. There are early warning and
defensive measures for emergencies. If necessary, arbitration and appeal can

Moderate

be conducted.

Low

[Mitigations: Default mitigation text I

|Indigenous People ||

Moderate||

Low|

12
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Risk: The project area has limited number of ethnic minority people (4.17%),
furthermore they are integrated in the mainstream of the society and almost no
differentiation is made to the ethnic people. The government applies
preferential policies and support to ethnic minorities in social, cultural and
economic development as compared to the majority of Han. There is no risk
anticipated of the project to the ethnic people in the project areas

Moderate Low

Mitigations: The project will likely contribute to the safeguard of livelihoods of
the ethnic minorities, in including their voices and interests in the village
committee or councils. The project includes an IPPF and FPIC.

Cultural Heritage || Low|| Low

Risk: The project activities do not foresee impact to degradation or loss of
resources of historical, religious or cultural significance. During design, the
team has confirmed that the project will not involve alterations to landscape
and natural features with cultural significance, nor there is significant
excavations, demolitions, movement of earth of alterations that could incur in
adverse impacts to features of cultural significance.

Low Low|

Mitigations: The project has confirmed that no impacts on cultural, artistic,
traditional or religious values or intangible forms o culture will be affected by
project activities.

|Resource Efficiency and Pollution Prevention || Moderate|| Moderate

Risk: Resource efficiency and pollution prevention have been taken into
consideration in the project design. As additional information on exact
interventions and activities has been made available during design, the project
team has been able to ensure that all risks in relation to resource efficiency
and pollution are predictable in nature, site-specific and with low probability of
serious adverse effects to human health or the environment, therefore able to
confirm residual risk as moderate. All risks in relation to this aspect have
identified mitigation measures that are known to the local population. For
example, in terms of the impact during the construction period, it is anticipated
that the project may generate noise, dust, wastewater, exhaust gas, solid
waste, etc., which will have moderately adverse effects. All the project
activities and its impacts will be implemented in compliance with the
Environmental Protection Law, ensuring mitigation measures are materially
consistent with the objectives of Standard 2 on Pollution prevention.

Moderate Moderate

Mitigations: Overall, the project will ensure to consistently integrate all
necessary mitigation measures to ensure all risks in relation to pollution
prevention and resource efficiency are implemented. Modern integrated water
and fertilizer irrigation systems would be taken to expand irrigation coverage,
improve irrigation reliability and the efficiency of irrigation water use, thereby
improving agricultural productivity, climate resilience and income generation
for farmers, while reducing greenhouse gas emissions. For farming of yak,
sheep, and cattle, the pollution mainly lies in the pollution of manure on
farmland and groundwater. The faecal treatment technologies would be
adopted to avoid the environmental pollution of livestock manure. For
example, the project would support the smallholders in Huating county to carry
out harmless treatment on beef cattle manure with compost fermentation
technologies, which would be utilized as fertilizer for maize planting. The
manure treatment facilities would meet environmental requirements. The
pipeline network of sewage treatment would be improved to avoid the
environmental pollution of agricultural products processing and rural sewage in
project areas; the toilets would be constructed and transformed to improve the
rural environment. In this context, the residual risk can be considered
moderate. The project involves crop production which naturally requires inputs
of fertilizers. But impact can be appropriately managed as the project will be
introducing efficient measures such as integrated irrigation-fertilization,
responding to its objective of facilitating the adoption of green and resilience
concepts in rural revitalization

|Biodiversity Conservation || Moderate|| Moderate

13



Appendix III EB 2024/142/R.2

Risk: No evidence on biodiversity threatened in the project design. The
biodiversity and habitat protection status in the Gansu project area is good,
and the project would consider ecological vulnerability assessment. There are || Moderate Moderate
no ecological problems such as biodiversity reduction, land fragmentation,
overexploitation, biological invasion, etc. in the project area.

Mitigations: The project will not undertake activities that may cause significant
threats to or the loss of biodiversity and ecosystem and its services. In fact the
project activities will help to conserve soil and water resources, promote the
production of quality and diversified locally specialize products/food. By
adopting good agricultural practices, the project will also be conducive to the
sustainable use of natural resources.

|Stakeholders ||Moderate ||Moderate |
|Stakeholder Grievances || Moderate|| Low|

Risk: Systems and opportunities are in place for stakeholders to express their
opinions and complaints emerged during their interaction and participation of
the project. Major project procurements are disclosed for publicity before deals
are confirmed. Project Apps accepts feedback from users. Government
agencies have open channels to receive complaints and reports of misconduct
during project implementation. Regular project workshop involves relevant
stakeholders. The risk of suppressed or unattended stakeholder complaints is
moderate.

Mitigations: VIGs will conduct regular notifications to the villagers on the
planned activities and means/criteria of participation

|Stakeho|der Engagement/Coordination || Moderate|| Moderate

Risk: There is risk that some stakeholders are not adequately engaged due to
the limitation in their business coverage, such as rural finance and insurance
providers, technical extension providers, participating line agencies and other
entities along the value chains that the project promoting.

Moderate Low|

Moderate Moderate

Mitigations: (i) IFAD supervision mission will continuously encourage counties
to expand their diversity of PPP to avoid narrowly focusing on a few products;
(i) Project workshop will be organized back to back with SIS missions to
enhance clarity of project implementation requirements and allow participation
and coordination with relevant stakeholders; (iii) Project management offices
are encouraged to reach out to relevant partners to support the
implementation of business plans; (iv) Apps developed to allow better
dissemination of project related information and feedback/response from
stakeholders.
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Appendix IV

Schematic presentation of the theory of change

Challenges

Smallholder farmers
left behind with little
discourse power in
corporate-led scale

roduction, especially
or women and

Uneven

agricultural
productivity and
under-developed
value chains
L

Lack of sufficient
and inclusive
capital investments

Risks of negative
impacts on
ecosystem and
biodiversity

Absence of
adaptive capacity
building for
beneficiary-

anviarnad

Activities

- Support production & processing
capacity of small agro-entities

- Facilitate women’s participation
in Courtyard economy.

- Strengthen linkage and
partnerships among
agribusinesses

- Strengthen training in IGA, start-
up, and entrepreneurship of
women and youth agribusinesses.
- Trainina and support of
e ————————————
- Promote the supply of green
agro-technologies

- Support smallholder household’s
Agri-VC integration

- Support the
construction/rehabilitation of
public/rural market infrastructure
- Strengthen the development of
Agri-eco-tourism

- Strenathen rural lahor skill

- Support the

construction/development

Irrigation schemes

- Facilitate the
rehabilitation/development agric.
water supply

- Strengthen capacities in agric.
waste management

- Support construct/rehabilitate
storage, flood control. coolina

Ground causes:

Relative poverty and vulnerability
Eco-environment and climate
susceptibility

Exclusivity and limitations in
productivity and profitability
Gender equality and lack of
opportunities for rural youth

- Support the development of
participatory community
infrastructure development plans.
- Support the introduction of
innovative models of community
governance

- Support the installation of advance
water quality testing system

- Support and upgrade of water
treatment network for recycling,
- Promote access to clean and
renewable energy applied in

- Support establishment and

‘(\strengthening of O&M schemes

l Output ]

1.1 Inclusive
support to
smallholder farmers,
and women and
youth tailored
activities

1.2 Eco-friendly
agricultural
transformation
system developed

1.3 Public productive
infrastructures
rehabilitated/constru
cted

2.1 Inclusive
participatory
planning and good
governance

2.2 Climate-resilient
community
infrastructure and
service facilities
geveloped/upgrade
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Expected

Adoption of
new/improved
inputs, technologies,
or practices
Increased
employment

opportunities, market

access, and
profitability of

Improved adaptive
capacities in
community-governed
rural development

EB 2024/142/R.2

Objective:
Support the country’s ongoing Rural

Revitalization by demonstrating inclusive
and innovative business models in

promoting sustainable and climate-
resilient agriculture and building
community adaptive capacities (SDG 1)
in the project area of Gansu Province,
thus facilitating the adoption of green
and resilience concepts in rural

T revitalization.

Goal:

Contribute to the
consolidation of no poverty
(SDG1) and no hunger
(SDG2), climate action
(SDG13) and food security
with innovative and
scalable good practices
and reference

. Impacts:

+  Sustained Poverty
Reduction

. Improved Food
security and
Nutrition

. Women
empowered and
youth promoted.



