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Negotiated financing agreement

Regional Resilient Pastoral Communities Project
(RRPCP)"

(Negotiations concluded on 17 November 2021)

Loan Number: [click and insert number]

Grant Number: [click and insert number]

Project Title: Regional Resilient Pastoral Communities Project (RRPCP) (the “Project”)
The Kyrgyz Republic (the “Borrower/Recipient”)

and

The International Fund for Agricultural Development (the “Fund” or “IFAD")

(each a “Party” and both of them collectively the “Parties”)

The Parties hereby agree as follows:

Section A

1. The following documents collectively form this financing agreement (the
“Agreement”): this document, the Project Description and Implementation Arrangements
(Schedule 1), the Allocation Table (Schedule 2) and the Special Covenants (Schedule 3).

2. The Fund’s General Conditions for Agricultural Development Financing dated
29 April 2009, as most recently amended as of December 2020, and as may be amended
hereafter from time to time (the “General Conditions”) are annexed to this Agreement,
and all provisions thereof shall apply to this Agreement. For the purposes of this
Agreement, the terms defined in the General Conditions shall have the meanings set forth
therein.

3. The Fund shall provide a loan (the “Loan”) and a grant (the “Grant”) to the
Borrower/Recipient (together referred to as the “Financing”), which the
Borrower/Recipient shall use to implement the Project in accordance with the terms and
conditions of this present Agreement.

Section B

1. A. The amount of the Loan is sixteen million two hundred seventy four thousand SDR
(SDR 16 274 000).

B. The amount of the Grant is five million eight hundred twenty nine thousand
SDR (SDR 5 829 000).

2. The Loan is granted on highly concessional terms, and shall be free of interest but
shall bear a fixed service charge of three fourths of one per cent (0.75%) per annum if
the Loan was approved by the Fund’s Executive Board (the “EB”) in December 2021. The
service charge will be payable semi-annually in the Loan Service Payment Currency. The
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Loan shall have a maturity period of forty (40) years, including a grace period of ten (10)
years starting from the date of approval of the Loan by the Fund’s EB. The principal of the
Loan will be repaid at four and half per cent (4.5%) of the total principal per annum for
years eleven (11) to thirty (30), and one per cent (1%) of the total principal per annum
for years thirty-first (31) to forty (40).

3. The Loan Service Payment Currency shall be in United States Dollar.
4.  The first day of the applicable Fiscal Year shall be 1 January.

5. Payments of principal and service charge shall be payable on each 15 May and 15
November.

6. There shall be four (4) Designated Accounts denominated in United States Dollars
(USD) opened by the Borrower/Recipient in a commercial bank identified by the Ministry
of Finance (the “MoF”) through which the proceeds of the IFAD Financing shall be
channeled. Two Designated Accounts shall be for the Agricultural Projects Implementation
Unit (the “APIU"); one for the Loan and one for the Grant, and two for the Community
Development and Investment Agency (the “"ARIS").

7. There shall be four (4) Project Accounts in local currency opened by the
Borrower/Recipient to receive and hold the proceeds of the Financing transferred from the
Designated Accounts.

8. The Borrower/Recipient shall contribute to the Project in an amount of seven hundred
ninety nine thousand United States Dollars (USD 799,000) including the payment of taxes
and duties levied in the implementation of the Project as well as to cover part of the
operational expenditures of state bodies involved in the implementation of the Project.

Section C

1. The Lead Project Agency (the “LPA") shall be the Ministry in charge of Agriculture of
the Kyrgyz Republic.

2. The following are designated as additional Project Parties: (a) the APIU; (b) the
ARIS; (¢) the State Inspectorate for Veterinary and Phytosanitary Security (SIVPS);
(d) the Kyrgyz Agrarian University (KNAU); (e) the Department of Chemicalization, Plant
Protection and Quarantine under the MoA; (f) the Pasture and Livestock Breeding
Department under the MoA; (g) the State Forestry Agency; (h) Kyrgyz Livestock and
Pasture Research Institute (KLPRI); (i) Kyrgyz Scientific Research Veterinary Institute
(KSRVI), and (j) Kyrgyz Veterinary Association (KVA).

3. The Project Completion Date shall be the sixth (6%") anniversary of the date of entry
into force of this present Agreement and the Financing Closing Date shall be 6 months
later, or such other date as the Fund may designate by notice to the Borrower/Recipient.

4, A Mid-Term Review will be conducted as specified in Section 8.03 (b) and (c) of the
General Conditions; however, the Parties may agree on a different date for the Mid-Term
Review of the implementation of the Project.

5. Procurement of goods, works and services financed by the Financing shall be carried
out in accordance with procurement methods and any other measures identified by IFAD.

Section D
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The Fund will administer the Financing and will supervise the Project.

Section E

1.  The following are designated as additional general conditions precedent to
withdrawal:

(@) The Project Steering Committee (the “"SC”) referred to in paragraph 6 of Schedule 1
to this present Agreement shall have been duly established and fully functioning;

(b) The Project key personnel (namely the APIU Director, the APIU Finance Manager and
the APIU Procurement Manager) subject to no objection by the Fund, shall have been duly
appointed;

(c) The draft Project Implementation Manual (the “PIM"), referred to in section C part II
of Schedule 1 to this Agreement shall have been submitted and no-objected by the Fund.

(d) A fully functional accounting software shall have been established at the APIU and
ARIS levels, to the satisfaction of the Fund.

(e) The designated account and the operating accounts are opened and the sample
signatures have been sent to IFAD.

(f) The necessary contractual arrangement between the MoF and ARIS shall be
concluded, in order to set the terms and conditions of their cooperation for the
implementation of the Project, subject to a non-objection from the Fund.

2. The following are designated as additional ground for suspension of this Agreement:

(a) The PIM, or any provision thereof, has been waived, suspended, terminated,
amended or modified without the prior agreement of the Fund, and the Fund has
determined that such waiver, suspension, termination, amendment or modification has
had, or is likely to have, a material adverse effect on the Project, and the Borrower has
not taken any measures to remedy the situation.

(b) The Project key personnel (namely the APIU Director, the APIU Finance Manager and
the APIU Procurement Manager) are appointed, transferred or removed from their
functions without the prior concurrence of the Fund.

(c) The necessary contractual arrangement between the MoF, and ARIS shall be
concluded, in order to set the terms and conditions of their cooperation for the
implementation of the Project, subject to a non-objection from the Fund.

3. This present Agreement is subject to ratification by the Borrower/Recipient.

4. The following are the designated representatives and addresses to be used for any
communication related to this Agreement:

For the Borrower/Recipient:

[click and type title of the representative]
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[click and type the name and address of the ministry]

For the Fund:

The President

International Fund for Agricultural development
Via Paolo di Dono 44

00142 Rome, Italy

KYRGYZ REPUBLIC

"[Authorised Representative Name]"
"[Authorised Representative title]"

INTERNATIONAL FUND FOR
AGRICULTURAL DEVELOPMENT

Gilbert F. Houngbo
President
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Schedule 1

Project Description and Implementation Arrangements

I. Project Description

1. Target Population. The Project has a national coverage. It will primarily support
vulnerable rural households whose livelihoods depend on rangelands and forests,
comprising: (i) households practicing mobile extensive livestock rearing; (ii) households
extracting forest products; (iii) households producing fodder; and (iv) rural women and
youth. Particular attention will be given to the participation of women and youth.

2. Goal. The goal of the Project is to contribute to rural poverty alleviation in the country
through increased resilience, incomes and enhanced economic growth in rural farming
communities.

3. Objectives. The objective of the Project is improved livestock, pasture health and
productivity and enhanced climate resilience of pastoral communities reflected in improved
and equitable returns to pastoral farmers.

4, Components. The Project shall consist of the following three (3) Components:

4.1. Component 1. Sustainable community-based integrated forest-rangeland
ecosystem management. The objective of this Component is resilient and sustainable
management of integrated forest-rangeland ecosystems.

4.1.1. Sub-component 1.1: Climate resilient forest-rangeland ecosystem planning
and monitoring. This sub-component will improve the governance and sustainable use of
forest-rangeland resources. Sustainable pasture management will include practices in
grazing management, herd management, reducing grazing pressures and pasture
rehabilitation and maintenance of infrastructure.

4.1.2. Sub-component 1.2: Green investments for forest and rangeland rehabilitation.
This sub-component will support implementation of plans in Pasture Users Unions (PUUS)
and Leskhozes/forest users associations within the target districts through two windows
of intervention (for PUUs Leskhozes/forest users associations).

4.2, Component 2: Strengthening the Food Safety System. The objective of this
component is to strengthen the Kyrgyz livestock sanitary system to support the production
of safe products for national and export markets.

4.2.1. Subcomponent 2.1: Strengthening the public-private veterinary system. This
subcomponent will strengthen the public private veterinary system through the
strengthening of the country’s capacity for food safety.

4.2.2. Subcomponent 2.2 Supporting the State Food Safety Institutions. This
subcomponent will support food safety institutions through the introduction of modern
food safety certification procedure.

4.3. Component 3: Climate resilient value chains for women and youth. The
objective of this Component is to strengthen value chain actors, with focus on poor women
and youth, to invest in profitable value chains through linking them with financial products.

4.3.1. Subcomponent 3.1 Climate-resilient value chains development. This
Subcomponent will provide a comprehensive capacity development across a number of
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selected value chains, from planning to marketing. It will also identify adaptation needs
and best climate interventions.

4.3.2. Subcomponent 3.2 Climate-resilient value chains financing. This sub-
component will support participants of selected value chains through climate sensitive
competitive demand-driven investment packages that include a grant element. The Project
will also partner with Financial Service Providers (FSPs), subject to no objection by the
Fund, targeting agricultural development to link them with actors in the selected value
chains.

4.4 Component 4: Project Management. This component shall provide financing for
the overall management of the Project

II. Implementation Arrangements
A. Organisation and management

5. The Lead Project Agency (LPA): The MoA will be the Lead Project Agency for the
Project.

6. Steering Committee (SC): Establishment and composition: The SC will formed by
the following institutions: MoA (Chair of the SC), the Ministry of Natural Resources,
Environment and Technical Supervision (Co-Chair of the SC), the Ministry of Emergency
Situations, the State Agency for Architecture, Construction, Housing, and Communal
Services and the representatives of three NGOs in agriculture. The Steering Committee
will include, as observers, representatives of civil society as well as of national academia
and the research sector of the country.

7. Responsibilities: the SC will have the following main functions: i) provide political
and strategic orientation; ii) secure good inter-institutional coordination; iii) promote and
enhance coordination within the donors’ community; and iv) review and approve the
annual work plans and budgets.

8. The Agricultural Projects Implementation Unit (APIU). Core activities: Under the MoA
and in collaboration with ARIS, APIU will have overall responsibility for Project
implementation, coordination, oversight and reporting to IFAD and the Cabinet of Ministers
of the Kyrgyz Republic. Other APIU's core responsibilities include inter alia (i) financial
management, comprising procurement, disbursement, accounting, auditing and financial
reporting, (ii) managing the performance of the partner national organizations responsible
for implementation of specific Project activities; (iii) establishing commissions for
procurement procedures, shortlisting, evaluating, contracting and managing the
performance of service providers, (iv) overall Project monitoring and evaluation (M&E),
(v) preparing, consolidating and approving the staffing table, the Annual Work Plan and
Budget (AWPB) and submitting it to IFAD and the Ministry of Finance of the Kyrgyz
Republic for approval; and (vi) maintaining a results-based system of assessing the
performance of the partner organizations employing trigger and benchmarks.

9. Component activities: The following activities shall be implemented by the APIU:

a) Subcomponent 1.1 in full, excluding activities that are implemented by ARIS
related to mobilization and awareness building of community and smallholders’
groups;

b) Component 2 in full, with the relevant implementation partners.

C) Component 3 related to oversight of the selection of value chains.
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10. Community Development and Investment Agency (ARIS). Core activities. ARIS will
have the overall responsibility for the Project implementation at the community level,
focused on Community Landscape Management Groups (CLMGs), PUUs, Leshozes and
forest users’ associations; and smallholders’ groups including the administration of all
Project grant funds. ARIS will also ensure (i) coordination and accountability for effective
performance of the combination of its own ARIS staff and technical inputs from the
government’s agencies, public organizations and NGOs which may be contracted by ARIS
to implement parts of project activities specified in the Project design and other project’s
contracted service providers in implementation of the community-focused activities for
which ARIS is responsible, (ii) the M&E of its own activities, including monitoring of
performance indicators, assembly and dissemination of information for knowledge
management, and the related reporting both to its own management and to the APIU to
ensure that the APIU is fully informed and can provide timely and appropriate guidance to
ARIS and, (iii) the Financial management of all its activities including procurement,
disbursement, accounting, auditing and financial reporting.

11. Component activities. The following activities shall be implemented by ARIS:

a) some elements of Subcomponent 1.1 related to mobilization and awareness building
of community and smallholders’ groups;

b) all of Subcomponent 1.2, and

C) Component 3 in full, where APIU will exercise oversight on the selection of value
chains.

12. Knowledge Management. RRPCP is expected to generate learning and knowledge on
several aspects that will be documented for sharing with key decision-makers and for
policy advocacy.

B. Project Implementation Manual (the "PIM")

13. .Preparation. The Borrower/Recipient shall prepare, in accordance with terms of
reference subject to no objection by the Fund, a PIM, which shall include, among other
arrangements: (i) institutional coordination including composition of SC, and day-to-day
execution of the Project; (ii) Project budgeting, disbursement, financial management,
procurement monitoring, evaluation, reporting and related procedures; (iii) detailed
description of implementation arrangements for each Project component; and (iv) such
other administrative, financial, technical and organizational arrangements and procedures
as shall be required for the Project.

14. Approval and Adoption. The LPA shall forward the draft PIM to the Fund for comments
and approval. The LPA shall adopt the PIM in the form approved by the Fund, and the LPA
shall promptly provide copies thereof to the Fund. The Borrower/Recipient shall carry out
the Project in accordance with the PIM and shall not amend, abrogate, waive or permit to
be amended, abrogated, or waived, the aforementioned manual, or any provision thereof,
without the prior written consent of the Fund.

C. Procurement

15. Procurement for the purpose of this Agreement shall be carried out in accordance
with the Fund’s Project Procurement Guidelines of 2019 as amended from time to time.
No vaccines shall be procured without being certified by a Reference Laboratory of the
World

Organisation of Animal Health (the “OIE"). Specifications for vaccines procured for animal
diseases shall be based on international standards developed or recommended by the OIE.
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D. Supervision

16. Under the responsibility of the LPA, an MTR shall be conducted at the end of the
third Project Year, to assess the progress, achievements, constraints, emerging impact
and likely sustainability of the Project and make recommendation and necessary
adjustments for the remaining period of disbursement. The MTR shall be carried out jointly
by the Borrower/Recipient and the Fund.
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Schedule 2
Allocation Table
1. Allocation of Loan and Grant Proceeds.
(a) The Table below sets forth the Categories of Eligible Expenditures (defined in GC
Section 4.08) to be financed by the IFAD Loan and the IFAD Grant; the allocation of the

amounts of the IFAD Loan and the IFAD Grant to each Category and the percentages of
expenditures for items to be financed in each Category: (see GC Section 4.07(a))

IFAD Loan IFAD Grant
Category Amount Amount Percentage
(in SDR) (in SDR)

I. Civil Works 634 000 100% net of taxes

IT. Equipment, Goods and 2 555 000 100% net of taxes

Vehicles

ITI. Technical Assistance, 64 000 4 185 000 100% net of taxes

Studies, Training and

Workshops

IV. Grants 11 075 000 654 000 100% net of taxes &
beneficiaries contribution

V. Operating Expenses 319 000 407 000 100% net of taxes &
government contribution

Unallocated 1627 000 583 000

Total 16 274 000 5 829 000

(b) The terminology used in the table above is defined as per the:

I. Category I “Civil Works” includes inter alia costs of renovation of parts of the
building of the Ministry of Agriculture, repair of SIVPSS building for an
Education center, renovation of laboratories in Serology Department, Virology
Department, Bacteriology & Lepto Department in Bishkek, renovation for
Parasitology Department and refurbishing of Epidemiology Department and
Ascoli Department in Bishkek and renovation of the General laboratory in Osh;
to be financed 100% from IFAD loan net of taxes.

II. Category II “Equipment, Goods and Vehicles” includes inter alia costs of
equipment, materials, goods and vehicles to be financed 100% from IFAD loan
net of taxes and duties.

ITI. Category III “Technical Assistance, Studies, Training and Workshops” includes
inter alia international and national technical assistance, studies, surveys,
audit, accounting software and ARIS facilitation for community work to be
financed from the IFAD Grant.

IV. Category IV “Grants”. Financing of grants shall be financed as per financing
shares agreed with IFAD. This category includes inter alia provision of grants
to PUUs and Leskhozes on competitive basis to be financed by IFAD Loan and
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beneficiaries; Diversification grants for women and youth grants to be financed
by IFAD Loan, IFAD Grant and beneficiaries, and Scholarship Fund for faculty
MS / PhD degrees to be financed 100% from IFAD Loan.

Category V “Operating Cost” includes inter alia remuneration of APIU staff,
allowances and contribution to the social fund of the Kyrgyz Republic to be
financed from the IFAD Grant; office running and/or vehicles fuel &
maintenance for Forestry Agency, KG sanitary system institutions, and
Department of Quarantine & Plant Protection to be financed 100% from IFAD
Loan.

10
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Schedule 3
Special Covenants

In accordance with Section 12.01(a)(xxiii) of the General Conditions, the Fund may
suspend, in whole or in part, the right of the Borrower/Recipient to request withdrawals
from the Financing if the Borrower/Recipient has defaulted in the performance of any
covenant set forth below, and the Fund has determined that such default has had, or is
likely to have, a material adverse effect on the Project:

1. Planning, Monitoring and Evaluation. The Borrower/Recipient shall ensure that (i) a
Planning, Monitoring and Evaluation (PM&E) system shall be established within twelve (12)
months from the date of entry into force of this present Agreement.

2. Compliance with the Social Environmental and Climate Assessment Procedures
(SECAP). The Borrower/Recipient shall ensure that the Project will be implemented in
compliance with IFAD's SECAP and more specifically that the following measures shall be
taken:

Environment and Social Safeguards. The Borrower/Recipient shall ensure that: (a) all
Project activities are implemented in strict conformity with the Borrower relevant
laws/regulations; (b) all Project activities give special consideration to the participation
and practices of ethnic minority population in compliance with IFAD’s Policy on Indigenous
Peoples (2009), as appropriate; (c) proposals for civil works include confirmation that no
involuntary land acquisition or resettlement is required under the Project. In the event of
unforeseen land acquisition or involuntary resettlement under the Project, the
Borrower/Recipient shall immediately inform the Fund and prepare the necessary planning
documents; (d) women and men shall be paid equal remuneration for work of equal value
under the Project; (e) recourse to child labour is not made under the Project; (f) the
measures included in the Gender Action Plan prepared for the Project are undertaken, and
the resources needed for their implementation are made available, in a timely manner;
and (g) all necessary and appropriate measures to implement the Gender Action Plan to
ensure that women can participate and benefit equitably under the Project are duly taken!

3. Land tenure security. The Borrower/Recipient shall ensure that the land acquisition
process has already been completed and that compensation processes were consistent
with international best practice and free prior and informed consent principles.

4.  Anticorruption Measures. The Borrower/Recipient shall comply with IFAD Policy on
Preventing Fraud and Corruption in its Activities and Operations.

5. Sexual Harassment, Sexual Exploitation and Abuse. The Borrower/Recipient and the
Project Parties shall ensure that the Project is carried out in accordance with the provisions
of the IFAD Policy on Preventing and Responding to Sexual Harassment, Sexual
Exploitation and Abuse, as may be amended from time to time.

6. IFAD Client Portal (ICP) Contract Monitoring Tool. The Borrower/Recipient shall
ensure that a request is sent to IFAD to access the project procurement Contract
Monitoring Tool in the IFAD Client Portal (ICP). The Borrower/Recipient shall ensure that
all contracts, memoranda of understanding, purchase orders and related payments are
registered in the Project Procurement Contract Monitoring Tool in the IFAD Client Portal
(ICP) in relation to the procurement of goods, works, services, consultancy, non-
consulting services, community contracts, grants and financing contracts. The
Borrower/Recipient shall ensure that the contract data is updated on a quarterly basis
during the implementation of the Project.

11
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7. The Key Project Personnel are the APIU Director, the APIU Finance Manager and the
APIU Procurement Manager. In order to assist in the implementation of the Project, the
APIU, unless otherwise agreed with IFAD, shall employ or cause to be employed, as
required, key staff whose qualifications, experience and terms of reference are satisfactory
to IFAD. Key Project Personnel shall be seconded to the APIU in the case of government
officials or recruited under a consulting contract following the individual consultant
selection method in the IFAD Procurement Handbook, or any equivalent selection method
in the national procurement system that is acceptable to IFAD. The recruitment of Key
Project Personnel is subject to IFAD’s prior review as is the dismissal of Key Project
Personnel.

12
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Logical framework

Indicators Means of Verification Assumptions
Results Hierarch i
y Name Unit of Base Mid-term End Source Frequency Responsibility
measurement line Target
Outreach 1 Persons receiving services Male 111,400 | 1,476,050 ]
promoted or supported by the Baseline
project Female 295210 | 1,476,050 | and MTR and
Young 0| 295210 738,025 gﬂxg;e“on completion, | APIU M&E unit
Total number of Project’ Continuous
persons receiving 0 406,610 2,952,100 | records
services
HH Baseline
grc])?n letion MTR and
0 111,400 557,000 s p completion, | APIU M&E unit
urvey, Continuous
1.a Corresponding number of Project
households reached records
HH members Baseline
and MTR and
1.b Estimated corresponding total 0 500,420 | 2,952,100 Completion completion , | APIU M&E unit
number of households members Survey, -
Proi Continuous
roject
records
Goal: Contribute to
_reductlon of rural poverty Rural households among target Bz_asellne, Baseline,
in the country through roup who have increased their Mid-term Mid-term
increased resilience, group , % 0 0 10% | and APIU M&E unit
. index of household assets . and
incomes and enhanced . o Completion .
’ ] ownership (excluding livestock) Completion
economic growth in rural Survey
farming communities Stable political
and macro-
Increased productivity per animal in o o eco_nomic
terms of milk yields % 0 0 20% environment
Baseline No major
Increased productivity per animalin | 0 0 20% Mid-term Baseline, natural disaster
terms of weight gains 0 ° and Mid-term APIU M&E unit affects the
et . d Project Area
Development objective Completion Corr?nlet'on
; i
Incrt?lis?d mI(_:omes if Target population with increased % B B _— Survey P
smallholder livestoc milk, meat, crop or forest produce
farmers.
HH % of target group reporting o o
reduction in disputes over NRs % 0 0 40%
SF.2.1 Households satisfied with
project-supported services
Total number of household members | Number of people 0 2214 075
Households Percentage (%) % 75%
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Indicators

Means of Verification

Assumptions

Results Hierarch i
y Name Unit of Base Mid-term End Source Frequency Responsibility
measurement line Target
Households Number 417 750
SF.2.2. Households reporting they
can influence decision-making of
local authorities and project-
supported service providers
Total number of household members | Number of people 0 2214 075
Households - Percentage (%) % 75%
Households Number 417 750
0,
% 0 0 50%
Per centage of persons/households Total number of
reporting adoption of 1476 050 | Baseline, )
- . household : Baseline,
environmentally sustainable and Mid-term -
A " . members Mid-term .
climate resilient technologies and and APIU M&E unit,
) - Number of . and
practices (measured through cople Completion completion
increased score in the resilience peop Survey P
scorecards (Cl 3.2.2) Households 278 500
- Households
% 0 0 50% Government
] remains
Outcome 1: Climate committed to
resilient integrated forest- . develo
Size of 1 476 050 P
rangelanql ecosystems households institutions to
are sustainably managed L promote
reporting improved !
access to land improved NRM
Per centage of persons/households - Number of
reporting improved access to land, cople NRM
forests, water or water bodies for peop instruments are
production purposes (Cl 1.2.1) Total no. of a_dOPted at
households 278 500 district level and
reporting improved implemented
access to land
— Households
Multistakeholder groups functionin
athe disrit level with integrated ’ hNAldmgngLolder 0 20 40 | Project Continuous | APIU M&E unit
. NRM and climate resilient plans roups - records !
Output 1.1 Climate (INRMCRPS) agreed and approved. | 9"°UP
resilient institutional
processes and capacities L .
strengthened. Number_of functioning grievance Grievance
mechanism systems established N T e 0
with registry of complaints and
h ) system - Number
recording of response times
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Indicators

Means of Verification

Assumptions

Results Hierarch i
y Name Unit of Base Mid-term End Source Frequency Responsibility
measurement line Target
Number of groups supported to
sustainably manage natural Groups supported
: . 0 100 363
resources and climate-related risks - Groups .
(CLPMPs implemented (CI 3.1.1) APIU M&E untt,
Output 1.2 Community ocords | anmally | mplementng
based integrated forests Number of groups supported to Y pNGOs 9
and pastures sustainably manage natural Groups supported
: ) 0 5 27
management plans resources and climate-related risks - Groups
prepared and (INRMPs implemented (Cl 3.1.1)
implemented
Land brought under climate-resilient
practices (Cl 3.1.4) Hectares 0 3.68
Outcome 2: Smallholder | Value of official exports of livestock .
- - } Project .
livestock farmers and livestock products meeting records Regional free
produce safe products international standards comparedto | % 0 3 15 Nationai Annually APIU M&E unit trade
for national and export the average of the previous five o agreements
. statistics
markets years increased (EAEUV)
continue to
Provisional recognition status is Proiect prow?te ities f
Output 2.1: Country’s permanently removed for sanitary reC(J)rds Eppo ulr_u 'e? oli
capacity for food safety is | agreements with 2 EAEU countries | Number 0 - 2 ’ Annually APIU M&E unit yrgyz livestoc
- MAWRRD exports
strengthened (Kazakhstan and Russian
. records
Federation). . .
Endemic animal
] APIU M&E unit disease
Output 2.2: The Kyrgyz The_t_:urr_ent national f°9d safety Project based on situation in the
Government introduces a certification procedure is records supervision t i
rationalized, and a Standard Number 0 - 1 ' Annually Pe! country remains
modern food safety Operating Procedure (SOP) manual MOAF mission and stable
certification procedure P 9 records specialist
is enforced.
assessments
Rural women and youth reporting at | \xomen R 3750
least 30% increase in income from ' d quali
diversification and GHG emission Youth - 1,500 Good quality
reduction activities Total number of . BDS available
. Project . .
people reporting Continuous APIU M&E unit .
! . records Business
an increase in |
Outcome 3: Poor income 0 - 4,500 environment for
women and youth have diversification value chain
gained access to - Number leaders remains
remunerative markets 3.2.1 Tons of greenhouse gas icn%r:d:igl;]/emfor
emissions (CO2e) avoided and/or uston ot
sequestered beneficiaries in
e  Hectares of land - Area (ha): ha 0 64,750 ELC; irr):;or value
e  tCO2e/20 years — Number number 0 7,605,707
e tCO2e/ha — Number number 0 117
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Indicators

Means of Verification

Assumptions

Results Hierarch i
y Name #nelfflsotjrement Eﬁ:e Mid-term TaIrEgnedt Source Frequency Responsibility

e  tCO2e/halyear — Number number 0 5.9

Output 3.1: Poor women | Number of persons trained in Male 0 ) 1,019

and youth capacity to income-generating activities or Female 0 7,131

successfully operate in business management (Rural Young 0 - 2,038 Proiect

value chains women and youth are trained on Persons trained in ! d Continuous | APIU M&E unit

strengthened through technical and managerial aspects of | |GAs or BM (total) records

training and marketing diversification and Low carbon - Number of 0 - 8,150

support. activities (C| 2.1.2) people

Output 3.2: Gender- and

youth-sensitive - . .

competitive grant Competitive grant projects Number of grants 0 - 475 Project Continuous APIU M&E unit
successfully implemented. - Number records

proposals prepared and

implemented
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Integrated Project Risk Matrix
Overall Summary

EB 2021/LOT/P.13

Risk Category/ Subcategory

Inherent risk

Residual risk

Country Context High Substantial
Political Commitment Moderate Moderate
Governance High Substantial
Macroeconomic High High
Fragility and Security High High

Sector Strategies and Policies Moderate Moderate
Policy alignment Moderate Moderate
Policy Development and Implementation Moderate Low

Environment and Climate Context Moderate Moderate
Project vulnerability to environmental conditions Moderate Moderate
Project vulnerability to climate change impacts Moderate Moderate

Project Scope Moderate Low
Project Relevance Low Low
Technical Soundness Moderate Low

Institutional Capacity for Implementation and Sustainability Moderate Moderate
Implementation Arrangements Moderate Moderate
Monitoring and Evaluation Arrangements Moderate Low

Project Financial Management Moderate Low
Project Organization and Staffing Moderate Low
Project Budgeting Moderate Low
Project Funds Flow/Disbursement Arrangements Moderate Low
Project Internal Controls Substantial Moderate
Project Accounting and Financial Reporting Moderate Low
Project External Audit Moderate Low

Project Procurement Substantial Moderate
Legal and Regulatory Framework Moderate Low
Accountability and Transparency High Substantial
Capability in Public Procurement Moderate Low
Public Procurement Processes Moderate Moderate

Environment, Social and Climate Impact Moderate Moderate
Biodiversity Conservation Moderate Moderate
Resource Efficiency and Pollution Prevention Moderate Moderate
Cultural Heritage No risk envisaged -

not applicable
Indigenous People No risk envisaged -
not applicable
Labour and Working Conditions Moderate Moderate
Community Health and Safety Moderate Moderate
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Physical and Economic Resettlement

No risk envisaged -
not applicable

Greenhouse Gas Emissions

Moderate

Moderate

Risk Category/ Subcategory

Inherent risk

Residual risk

Vulnerability of target populations and ecosystems to climate variability and Moderate Moderate
hazards

Stakeholders Moderate Low

Stakeholder Engagement/Coordination Moderate Low

Stakeholder Grievances No risk envisaged -

not applicable

Overall Moderate Moderate
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Country Context

High

Substantial

Political Commitment

Moderate

Moderate

Risk:

Kyrgyzstan is a mountainous, landlocked country of 198,500 km2 bordering Kazakhstan,
Uzbekistan, Tajikistan and China. Ninety four per cent of the territory is at an elevation of
more than 1,000 meters, and 40 per cent above 3,000 meters. Nearly half of the
country’s total area — some nine million hectares — is pastureland, which plays a key role
in the country’s economy, society, and culture. The population of Kyrgyzstanis 6.316
million (2018) of which 65% live in rural areas

and depend predominantly on agriculture and livestock for their livelihood. With an
average GDP per capita of US$ 1,293 (2019), Kyrgyzstan s classified as a lower
middle-income country.

Kyrgyzstan has declared independence from the Soviet Union in 1991. While
transitioning to a democratic society and system of government, the country has proved
much determined and committed to reducing poverty. This political will was translated
through multiple reforms including the new pasture law which was adopted in January
2009 has been a pivotal piece of legislation for the development of the livestock sector.
This law has decentralized the pastures and rangelands management with the ultimate
of further valuing livestock sector to generate revenues for local communities. To
operationalize this reform, the government has collaborated with international donors
including IFAD in order to raise financing for livestock sector development projects.

Risk;

The possibility of social unrest exists with political instability associated with a
persistent corruption and ethnic divergences. It is likely to lead to a general
situation of violence, bribery and elite capture. The country’s constitution was
amended multiple times since independence.

Moderate

Moderate

Mitigations:

IFAD will work closely with targeted communities to make sure the resources go to the
intended beneficiaries. For this to happen, policy engagement and non-lending activities
will be developed and implemented with the purpose of engaging communities at
grassroots level. The success of project integrative activities of setting up and
reinforcing capacities of Community Pasture Management and Livestock Development
Plans (CPMLDPs), which roll out systems for systematically collecting pasture using
fees to increase Pasture Users Unions (PUU) revenues, is critical to sustaining projects’
gains, independently of any political crisis. The approval of the Pasture Law in January
2009 has started an effective process of reform, putting pastoralists at the centre.
Kyrgyzstan has since, established many institutions and regulations, substantially
supported by IFAD projects, to move towards the sustainable governance of pasture
and forest resources. This project will continue to support PUUs so they become fully
autonomous and capable of resisting to any external shocks..

Governance

High

Substantial

Risk:

One of the major factors of the livestock sector’s poor performance in Kyrgyzstan is weak
institutions at the national level responsible for ensuring policy and the regulatory
framework, producing and transferring required knowledge, and providing technical
support to livestock producers. In addition, the lack of institutions at the local level to
mobilize farmers to jointly govern communal resources and protect their rights leads to
low productivity of the sector, and high incidence of poverty in mountainous livestock
communities.

Risk;

There is a high probability that weak institutions fail to enact the reforms at local level.
In an environment of poor governance, investments are likely not to produce the
intended outcomes, as resources will not be used appropriately. There is a high-risk
level of accountability in the absence of sound governance.

High

Substantial
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Mitigations:

Under RRPCP, institutional capacity building and governance training activities will be
developed and delivered to local stakeholders. These activities will be further
strengthened with close follow-up and monitoring, complemented with policy activities.
RRPCP will collaborate with local NGOs to fill in the gaps for more social inclusion
activities. Project activities will promote rural women, youth empowerment, and inclusive
education as necessary. To further improve governance, IFAD’s anticorruption and
good governance framework will be applicable to the project. Details thereon are
included in the Financial Manual. IFAD will deliver a customized training session to
project staff on this topic during project start-up.

Macroeconomic

High

High

Risk:

The economy of the Kyrgyz Republic has been ranked among the moderately free for
the past four years. GDP growth during that time has been solid, thanks to gold exports
and robust household spending (boosted by remittance inflows from Russia and
Kazakhstan); robust wage growth; and a slowdown in inflation. Advancements in
economic freedom are being blocked by ongoing and endemic

corruption, weak protection of property rights, and excessive government spending which
crowds out private-sector activity. The economy has remained resilient to an adverse and
volatile external context, growing at an average robust 3.8% since

2016, pulled by steady gold exports.

Risk;

Downside risks to this outlook include the country’s economic dependence on external
market led by export of gold and remittances from workers from Russia and
Kazakhstan. The economy is poorly diversified and positively correlated with export
market. This means that it collapses anytime when commodity markets takes a
downturn. The country’s capacity to maintain a satisfactory level of debt service
depends on externalities.

More specifically, decreasing remittances from Russia also induced by COVID-19, is a
risk for the share of the country’s foreign exchange inflows. This will have a direct
impact on the smallholders’ capacity to accumulate capital for investments and
smallholders ability to maintain their spending status.

High

High

Mitigations:

Overall, this risk level is beyond the project’s scope. However, the project can contribute
to mitigate its effects on targeted populations by diversifying livelihoods through livestock
value-chain development. By diversifying investment portfolio and building partnerships
with private sector, the project will create remunerative jobs

for youth and women. This will ultimately result in reduced migration and more social
and economic stability with increased smallholders’ capacity to accumulate capital for
investments and ability to maintain their spending status.

Additionally, the country’s dependence on remittances from Russia for a large share
of its foreign exchange inflows will be addressed through partnership with RKDF
credit facilities provided on affordable terms to project stakeholders.

Fragility and Security

High

High

Risk:

Kyrgyzstan models itself as Central Asia’s only parliamentary democracy, but multiple
challenges threaten its stability. Divided ethnically between Kyrgyz and Uzbeks and
geographically north and south, the state is deeply corrupt and fails to deliver basic
services, in particular justice and law enforcement. Its political institutions are under
stress by the ruling system, and the country is underperforming in terms of democracy.
Furthermore, there is need to prevent and counter the threat of growing radicalization by
bolstering the credibility of public institutions and adopting a more tolerant attitude
toward non-violent Islamists. The rapid rise of alternative religious interpretations, often
at odds with the state’s concept of traditional identity, are being fuelled in part by
endemic corruption and perceptions of incompetency.
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Risk: High High
The risk of violence is high as long as the economic marginalization persists, and weak
and corrupt institutions remain accountable for delivering basic services. This is further
aggravated by contracting religious interpretations coupled with the latent ethnic
tensions, ultimately constituting threats to internal security.

Another risk factor includes the effects of the COVID-19 outbreak in the country. The
pandemic has negatively impacted all sectors, and if it has to continue further, it will
further aggravate the country’s fragility

Mitigations:

The mitigation measures include strengthened policy activities to address root
causes of social tensions, and institutional capacity building activities. IFAD
projects will devise non-lending activities aiming at reinforcing local governance and
accountability. These activities will be closely monitored with projects to ensure
they contribute to stabilizing and socializing targeted communities. COVID-19
responses must be prepared. IFAD has already put in place a mechanism of
response to the pandemic crisis, which entails greater flexibility including
repurposing of project funds as deemed necessary

Sector Strategies and Policies Moderate Moderate

Policy alignment Moderate Moderate

Risk: Moderate Moderate

The overall framework for development in Kyrgyzstan is guided by the National
Sustainable Development Strategy 2018-2040 (NSDS). The overall goals of the NSDS
are the establishment of a state governed by the rule of law, ensuring unity of the nation
as a prerequisite for preserving statehood, and the resolution of social issues and
challenges. This is achieved through sustainable economic development and
macroeconomic stability, improved business environment and

investment climate, development of strategic industries, and equitable development of
the regions of the country. The priorities defined by the National Council for Sustainable
Development with a view to establishing the country’s “Vision for 2040” included
improving agriculture, providing development opportunities for

smallholders and creating logistics and processing centres, with emphasis on enhanced
links between economic access, food security and resilience to shocks in a systemic
approach to the design of short-, medium- and long-term strategic objectives and results.

The overall framework for development in Kyrgyzstan is guided by the National
Sustainable Development Strategy 2018-2040 (NSDS). Specifically for the agricultural
sector, the NSDS aims at using the geographical and climatological comparative
advantages of Kyrgyzstan to become a leading supplier of high quality ecological and
pure, organic agricultural production for the regional markets and the markets of the
Customs Union. In the agricultural production system there shall be mid- and high
processing facilities, and development of logistical centers for exports (as per the
Strategy for Agricultural Development 2017-2022). The strategy

foresees farmers to participate actively through cooperatives and other mechanisms
for agglomeration, which will help to add value to produce and thus increase income
for the local population.

Risk;

Political and social stability is key to maintaining the engagement framework. There is
low risk of Government’s pro-poor strategy to undermine project’s development
objectives. However, the lack of ownership and fiscal resources from the Governmenton
its Strategy for Agricultural Development which aimed at providing support to key value
chains actors could jeopardize RRPCP’s efforts to increase incomes of smallholder

Mitigations:

The mitigations measures here include maintaining and reinforcing policy dialogue in
order to maintain the engagement, and to always ensure that interventions align with
national priorities. Additionally, RRPCP will seek to introduce integrated policy
development, planning and implementation of pasture and forest plans, enabling

an ecosystem-based approach which, while taking into account connectedness and
interdependence of pasture and forest resources, will bring social stability. The project
will increase livelihood resilience, improves smallholder and pastoral productivity, and
strengthen market participation of stakeholders.
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Policy Development and Implementation Moderate Low

Risk: Moderate Low

Pasture management reforms in Kyrgyz Republic started as a measure to devolve
management responsibilities to local governments and communities due to inability
of government to promote sustainable resource management practices and ensure
effective management. IFAD supported projects played important roles in this
major transfer of vast pasture resources from central and provincial/district level
administration to the level of local governments and further to resource users. At
the same time, many changes occurred during a period of political instability, which
weakened the power of local administrators with stakes in the previous system for
managing pastures. Policy development and implementation in Kyrgyzstanis a
challenge with weak institutions and unstable political situation. Policy initiatives in
support of the smallholders in the livestock sector need to be linked to social
targets, such as increased access to pastures, economic factors such as improved
animal productivity and profitability (in addition to increased number of livestock),
and environmental targets, such as improved areas of pasture and increased areas
under sustainable use.

Risk;

The principal risk at this level is the failure of local institutions to channel effectively
the reforms to livestock communities. Such a failure would result in ineffective
implementation of investment projects, and ultimately conducive to misuse of
resources from foreign investments.

Mitigations:

Mitigation measures include continued and strengthened donor coordination and
policy dialogue with government as a whole, and with key ministries; sustained and
enhanced capacity building, and periodic reassessment of capital investment needs
by the Government. Furthermore, the project will support the establishment of an
expert group comprised of various technical expertise with engagement of local
research and outreach organizations to develop and deliver capacity-development
interventions to enhance capacity on policy making and rolling out of reforms
among key stakeholders, and to enforce policy aimed at introducing resource
saving and low-waste agriculture production technologies, and improved agriculture
processing techniques.

Environment and Climate Context Moderate Moderate
Project vulnerability to environmental conditions Moderate Moderate
Risk: Moderate Moderate

The Kyrgyz Republic’s climate characteristics are related to its location in the centre

of the Eurasian continent at a distance from main water bodies and close vicinity to
deserts. The population of the Kyrgyz Republic is 6,019,000 as of January 2016,

which is predominately rural and unevenly distributed across the

country due to its mountainous terrain. Despite progress made in the last few years to
reduce extreme poverty, climate risks pose significant threats to ensuring sustainable
livelihoods, food security and infrastructure services. Climate-related events, such as the
increasing numbers of floods and mudflows each spring, drought in 2008 and severe cold
spells in 2008-2009, and the cascading impacts on society and the economy, highlight
the country’s vulnerability to climate risks. Climate change will exacerbate existing
problems and pose additional risks to the achievement of national sustainable
development priorities.

The Project is classified as a Category B operation. This rating results from the few
identified potentially negative environmental impacts that might be expected from the
Project’s field activities. The key activities of the project include pastures
/rangelands management (improvement activities), livestock value-chain
development, and animal health and food safety.

Risk;

If no action is taken, environmental and climate related events would further
deteriorate the country’s food system and livelihood. The occurrence of climate
related disasters such as drought, inundation /mudslides is highly likely and
unpredictable.
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Mitigations:

As a category B project with minimal negative environmental impact, RRPCP will focus
on raising stakeholders’ awareness of potentially devastating climate effects and ways
to cope with or reducing them. By so doing, the project will train to use and equip
targeted groups with technological resources including, GPS, Google- Earth,
Meteorological data applications. As a result, stakeholders will be able to anticipate
climate related events and implement appropriate adaptation or mitigation measures
they will have learned along project activities. For instance, they will be able to relocate
goods and livestock in such a way to avoid events like floods and mudslides by using
weather forecasts. Some project training activities will translate into physical
improvement works on pasturelands and infrastructure (fences, pathways, drinking
troughs, stalls). Communities will receive training to plan and perform these works in
ways, which will reduce the likely effect of related climate hazards. For instance,
delineation, pathways and landscaping activities will be implemented in respect of
natural slope and drainage. Other mitigations measures include climate-smart
agriculture practices and the necessary compliance with IFAD environmental, social and
climate-change safeguard procedures whilst seeking a sustainable management of
natural resources in the targeted regions.

The project will review and enhance the existing guidelines for PUU and Leskhozes
plans considering all issues of environment, biodiversity protection and ecosystem
functions related to sustainable natural resource management. Areas of focus will
include different tenure arrangements for use of forest and rangeland resources, such as
municipal forests, including shelterbelts and windbreaks, as well as private and
community-based tree plantations, and sustainable fuelwood resources and alternative
rural fuel sources.

Project vulnerability to climate change impacts

Moderate

Moderate

Risk:

The economy of the Kyrgyz Republic faces unique challenges associated with current
and predicted climate change impacts, due to its geographic and topographic
characteristics, and the structure of its economy. Changing climate hazards in terms of
increasing temperatures and uncertainty in future water discharge are bound to affect
the country’s sustainable development path over the next decades. Population growth
has resulted in increased pressure on land and water, increased resource consumption.
The country lacks infrastructure such as irrigation system, has limited productive arable
land under irrigation, and deteriorating pasturelands.

Risk;

There is a high probability that the country falls short of its development objectives
including poverty alleviation, if the current trend of climate hazards continues. Rising
temperatures and population growth are likely to result in decreases in precipitation,
increased rate of evapotranspiration, insufficient water availability for irrigation of crops
and other agricultural uses, and food shortage.

Moderate

Moderate

Mitigations:

In order to mitigate these risk factors, the country must develop and adaptation
measures, and adhere to climate policies. IFAD project plans to involve stakeholders at
all levels (smallholders, businesses and private stakeholders) in activities addressing
issues of climate change and effects. The country’s nationally determined contribution
(NDC) to international climate conventions need to be acted upon. The government of
Kyrgyzstan collaborates with IFAD and other donors in order to leverage resources to
be used toward this development objective. IFAD liaises with the ASAP /climate funds
to make more resources available to the country for addressing climate issues
adequately.

Project activities will guide and support communities (PUUs, CLMGSs) to overcome
pasture degradation through adoption of pasture rotation and a change in land use
practices through training, mentoring and monitoring. The outputs will increase carbon
sequestration and enable local communities to become more resilient to the adverse
impacts of climate change. Additionally, IFAD will seek to obtain grants from the
adaptation funds, which will supplement project resources dedicated to addressing
effects of climate change.
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Project Scope

Moderate

Low

Project Relevance

Low

Low

Risk:

The RRPCP project is not restricted to any geographical area within the country and
the Pasture User Unions (PUUS) in the whole country can be further strengthened to
attain sustainability. The targeted end beneficiaries are the major vulnerable social
groups in the entire nation, so that the results of Livestock and Market Development
Program can be further strengthened and that other areas may benefit from the
experience. Targeting will be based on the existence of a

village vision or ability to create one, livelihood fragility, actors in the value chains of
livestock-derived foods and non-timber forest products, and social vulnerability.

RRPCP is relevant as it seeks to address priorities felt by the country government and
beneficiaries. Its goal is to contribute to increased incomes and enhanced economic
growth in pastoralist communities. Although livestock production contributes heavily to
rural livelihoods, nutrition and food security, and to total agricultural sector output
growth and exports, productivity is low and far below its potential. The main constrains
that need to be addressed are inadequate animal feeding due to poor utilization of
pasture resources, poor animal health, inappropriate farm management practices, and
weak livestock marketing and processing.

Risk;

Risk related to the relevance of this project is low, and concerns a potential deviation
from the development objective, which about improving livestock communities’ access to
productive infrastructure and services, enhancing revenues and reducing the severity of
rural poverty in Kyrgyzstan.

Low

Low

Mitigations:

To mitigate the eventuality of such occurrence, IFAD must ensure that implementation
stays on track to achieving the development objective. This is best addressed through
regular supervision missions and other follow-up activities. To this end, the project has to
remain focussed on achieving the strategic objectives of the COSOP approved by IFAD
EB in April 2018. In the course of implementation, the project will work toward increasing
smallholders’ equitable and sustainable returns, and enhancing smallholders’ resilience
to climate change. The project will also remain consistent with IFAD’s strategic vision
and comparative advantage (as elaborated in IFAD’s Strategic Framework 2016-2025),
particularly increasing poor rural people’s productive capacities and benefits from market
participation. Additionally, as more resources will become available through GCF
financing, the project will stay focussed on strengthening the environmental sustainability
and climate resilience of poor rural people’s economic activities.

Technical Soundness

Moderate

Low

Risk:

IFAD’s current country program consists of the Livestock and market Development
Project (LMDP2), Access to Market (ATMP), and the soon-to-come Regional Resilient
Pastoral Communities Development Project (RRPCP). These projects focus on income
diversification and promote alternative sources of income to diversify household
economies through improved livestock. The projects explore income-generating options
beyond livestock production, to add value to livestock products for creating wealth and
employments. While doing this, the projects seek

to gradually reduce grazing pressure on pastures and mitigate the impact of climate
change by establishing Pasture User Unions to manage the common pastures.

They also provide financing and technical assistance to encourage and nurture new
economic activities through which the most vulnerable of the rural society — mainly
women and youth — can build and develop additional sources of income as a safety net
against possible economic losses. The effective implementation of these projects will
lead to established socio-economic resilience, enhanced income for youth and women,
and reduced youth migration.

Risk;
Under this section, the risk factor includes the likelihood of elite capture, as the level
of corruption is substantial in the country.

Moderate

Low
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Mitigations:

In order to reduce the likelihood of this to happen, IFAD must keep an eye on
procurement activities, pay attention to the use of funds, and make sure the resources
effectively go into the achievement of the intended purpose. Capacity- building activities
focusing on procurement and financial management as well as data management must
be envisaged. The implementation strategy put in place will ensure that the main project
benefits go to households in the 454 PUUs areas that constitute the rural population of
the whole country. A high proportion of the target population will be reached by pasture
management activities with the largest project investment part going directly to the
beneficiaries in the form of competitive grants, training and technical assistance. A
system for awarding competitive grants will be established in the target municipalities,
and a national monitoring unit will be setup and adequately trained and equipped to track-
record beneficiaries and selection procedures implemented.

Institutional Capacity for Implementation and Sustainability Moderate Moderate
Implementation Arrangements Moderate Moderate
Risk: Moderate Moderate

There are several institutions that have been engaged in implementing past

projects as well as in the ongoing LMDP2 and ATMP projects, thus scaling up good
practices and lessons learned. The two leading institutions among those are Agricultural
Projects Implementation Unit (APIU) under the Kyrgyz Ministry of Agriculture, Food
Industry and Melioration (MAFIM), and the Community Development and Investment
Agency (ARIS), a large organization with outreach in the field. These institutions will have
the prime implementation responsibility for RRPCP as well. In terms of institutional
capacity, the government is facing internal challenges in developing the market economy
and social inclusion. On the other hand, the gaps in these fields have been partly filled by
national NGOs.

The MAFIM as IFAD entry point into the country, and primary responsible for the project,
has delegated the implementation to the Agricultural Projects Implementation Unit
(APIU) and the Community Development Organization (ARIS). APIU has the overall
responsibility for coordinating activities and assigning roles to other participating
institutions, starting with ARIS. ARIS is the key partner of APIU and ensures field
delivery of activities along with local stakeholders and

participating community-based organizations. Each participating institution has its
areas of responsibility and is financially accountable for the implementation of its
portion or component. Community-based organizations and other participating
institutions report to ARIS. In its turn, ARIS reports to APIU. A Memorandum of
Understanding (MOUSs) signed between APIU and ARIS clarifies roles and
responsibilities, and work flow.

Risk;

Both APIU and ARIS are government-controlled institutions. They have accumulated
good amounts of experiences in implementing foreign funded projects. Since the level
of corruption is substantial in particular in the public sector, one must factor in the
possibility of distortion of procurement and /or financial management rules. In addition,
decision-making process being generally lengthy in public sector, there is a high
probability of project falling behind its calendar in terms of disbursement. Already, the
negotiations of the Financing Agreementis lingering for months. Furthermore, the use
of multiple implementing agencies and the coordination of activities among them, are
additional challenges, which APIU will have to face. The risk of APIU failing to stay up
to duty is higher in the face of the workload and wide diverse partners.

Mitigations:

The mitigation measures include the institutional capacity building. This starts with
identifying institutional areas of weakness, and addressing them through specific
training activities as well as exchange visit programs with the purpose of instilling a
culture of transparency and acquiring good practices.

With regard to geographical spread, ARIS has a national footprint with a central
office and regional (Oblast) offices across the country. This gives ARIS a wider
margin of manoeuvre to handle the widespread of smaller-size implementing field
agencies.

In terms of coordination and consolidation challenges, APIU currently manages
both IFAD and World Bank projects and is experienced in required financial
management systems and procedures. Financial Management burden is
centralised at APIU and ARIS Head Offices. APIU is experienced in consolidating
project information, and R RRPCP will provide financial management training to
all agencies at project start-up and annually thereafter.
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Monitoring and Evaluation Arrangements

Moderate

Low

Risk:

The project’s Logical Framework forms the basis for the overall results-based
monitoring and evaluation (M&E) system and comprise performance monitoring,
outcome and impact assessment. The APIU M&E staffs have lead responsibility for
all internal M&E of the Project. Performance monitoring will concentrate on the
financial and physical outputs and the outcomes of Project activities and based
upon semi-annual and annual progress reports. Outcome monitoring will assess the
use of outputs and measure their benefits at beneficiary level. The monitoring will
focus on the accessibility of Project outputs and the extent to which they provide
benefits to the target groups in terms of access to finance, services, and markets.
Impact indicators have been provided in the Project Logical Framework, and
comply with IFAD guidelines.

Risk;

Risk factors related to M&E include the likelihood of data not being properly or
timely collected. Data collected may not be representative of outputs and outcomes
due to miscalculation or tallying issues. Data must also be adequately
disaggregated. Furthermore, risks at this level may also be about the qualification
of the project M&E specialist, and their overall use of appropriate tools. However,
up until now, M&E has not caused any concern, and IFAD rating has been
consistently satisfactory.

Moderate

Low

Mitigations:

IFAD must make sure that capacity-building trainings are provided to assist project
M&E staff with, and that the data collection tools in use are in conformity with IFAD
guidelines. Regular missions will do fact checking to ensure data quality and
reporting. Regular assessments will be carried out to determine and apply
corrective measures.

Moreover, strong review of technical TORs for the recruitment of possible rotational
M&E staff or punctual expertise will be closely reviewed by the Country Team to
ensure the highest standard as well as compliance with IFAD’s technical
expectations.

Project Financial Management

Moderate

Low

Project Organization and Staffing

Moderate

Low

Risk:

APIU: APIU is currently responsible for a large workload of 4 projects (IFAD -
LMDP1, LMDP 2, ATMP, World Bank - PLMIP) and may not have the ability to take
on another project. APIU has one disbursement officer managing 4 projects. Not all
APIU staff have completed the IFAD FM e-learning course. APIU does not
undertake staff performance evaluations / do not identify areas of improvement
(and training needs). APIU staff not aware of IFAD’s updated anti-fraud policy
(approved by Executive Board Dec 2018). The APIU Financial Manager was
previously a disbursement specialist and promoted to Financial Manager in
December 2017. She had no Financial Manager experience prior to her
appointment. APIU will use a number of smaller implementing agencies. The
competence of these staff has not been assessed at design.

ARIS; ARIS is currently managing 9 donor funded projects (including 3 for IFAD)
with a possible concern related to capacity to take on RPLP. ARIS indicated that
they appoint dedicated staff for new projects, therefore these positions do not
currently exist for RPLP. Not all ARIS staff have completed the IFAD FM e-learning
course. ARIS does not undertake staff performance evaluations/ do not identify
areas of improvement (and training needs). 7 ARIS staff resigned in 2018 (only the
Financial Manager from the finance team) and a prior supervision missions
highlighted a concern regarding ARIS performance. A new Financial Manager was
recently appointed.

Moderate

Low
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Mitigations:

Existing mitigations:

-Overall, the track record of the APIU/ARIS in managing the financial aspects of
projects is good and is reflected in the satisfactory FM ratings on existing projects
(IFAD internal ratings).

-Both APIU and ARIS is currently well staffed to deal with existing projects. ARIS
vacancies have been filled).

-The ARIS Financial Manager is fairly new but engagements with him during the
design were positive. He seems knowledgeable with regards to FM processes and
procedures. The disbursement specialists have been with ARIS for a long time and
are well experienced.

-LMDP 1 and PLMIP will close before commencement of RPLP, indicating a
reduced workload for both APIU and ARIS.

-The APIU Financial Manager has more than 10 years’ of experience within the
finance department. She is qualified and has attended various IFAD specific
training related to financial management.

-The ARIS Financial Manager has many years of experience in similar positions,
including donor project experience.

*Additional mitigating recommendations:

-Require all new APIU and ARIS staff (and existing staff if applicable) to complete
the IFAD FM e-learning course within 1 month of project start-up.

-Request the APIU/ARIS to develop a performance evaluation process for FM staff
within 1 year of project commencement. This process should identify skills gaps
and assist with identifying appropriate training interventions.

-Include information on IFAD’s new anticorruption policy in the Financial Manual
and host a 1-hour session on the topic at project start-up

-Include an undertaking in the financing agreement with APIU that they should
ensure that MOUs entered into with smaller implementing partners specify the
requirementto employ qualified/experienced accountants.

-Require ARIS to appoint one disbursement officer (based in Bishkek) and 7
accountants (1 per Oblast) prior to project start-up as a condition precedent in the
financing agreement. Recruit from the market on a competitive basis and ensure
that the disbursement specialist has prior donor project experience. TORs outlined
in draft FM.

Project Budgeting Moderate Low
Risk: Moderate Low
APIU;

-Requirement to prepare consolidated AWPB which includes activities of all
implementation agencies (ARIS, APIU and other smaller agencies).

-For existing projects, consolidated AWPBs are not presented in the correct format
as required by IFAD.

-Possible exchange rate fluctuations may result in budgets which are not accurate.
-For existing projects, the consolidated budget to actual performance is only
prepared for the purposes of submitting IFRs to IFAD. Therefore, lack of frequent
monitoring at a consolidated level.

Mitigations:

Existing mitigations:

-APIU is experienced in the IFAD AWPB process and for existing projects, submits
consolidated AWPBs in a timely manner for IFAD approval.

-The current exchange rate environment has resulted in more stable exchange rate
which mitigates the risk of inaccurate budgets due to exchange rate fluctuations.
-Both ARIS and APIU monitor actual to budget performance for their allocated
components on a regular basis.

*Additional mitigating recommendations:

-Include detailed AWPB template in the Financial Manual. Request APIU to
disseminate this template to all agencies and ensure that all agencies prepare their
AWPBs using the same template.

-Require that quarterly projects meetings be held. For this purposes APIU to
prepare a consolidated project budget to actual comparison (per category and
component). This requirementto be outlined in the Financial Manual."
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Project Funds Flow/Disbursement Arrangements Moderate Low
Risk: Moderate Low
-Existing projects have SDR loans which are disbursed in USD and have
experienced exchange rate losses (USD to SDR)

-Difficult to monitor allocated vs. disbursed loans/grants for SDR denominated
facilities which are disbursed in USD (experience on existing projects)

-Exposure to exchange rate losses (USD to local currency)

-Delay in receiving government contributions in a timely manner. Contributions are
utilised to pay taxes.

-Risk of IFAD pre-financing of Government contributions.

-Delay in receiving community contributions related to matching grant mechanism
(with impact on project disbursements).

Mitigations:

Existing mitigations:

-Existing projects have reasonable disbursement rates and APIU/ARIS is well
experienced in the IFAD disbursement process.

-Flow of funds arrangements for existing projects work well and can be replicated
for RPLP.

-Proposed 1C Accounting Software has cash flow forecasting module which is
relied on to determine the local currency cash need daily. Project funds are kept in
the USD account until needed, limiting exposure to exchange rate fluctuations.
*Additional mitigating recommendations:

-Denominated and disburse loans/grants in USD.

-Develop/outlined process within Financial Manual to engage with Government (via
APIU) when there are delays in receiving Government contributions. Require early
escalation of the issue to Government with the aim of reducing delays.

-Adopt flow of funds arrangementwhich is similar to existing projects and with
which ARIS/APIU are familiar (see outlined in Financial Manual).

Project Internal Controls Substantial Moderate
Risk: Substantial Moderate
-A significant portion of the project budget will be spent via community grants and
by smaller implementing agencies. The internal control environment within these
structures are generally considered weak.

-Difficult to implement sound internal controls at all levels, especially regional and
community level, given large geographical spread of project.

Internal Audit:

APIU;

-The APIU is not included in the MOAM internal audit plan (out of mandate).

-The APIU will use various smaller implementing agencies which may not have a
sound internal control environment.

-The external statutory audit is not expected to test internal controls for the
purposes of obtaining reasonable assurance. (Baker Tilly confirmed that they do
not rely on controls and do substantive testing only)

ARIS;

-ARIS internal audit department currently has 2 vacancies (Internal Audit Manager
and |A specialist).

-The ARIS internal audit programme may not adequately cover community level
grant activities. (considered high risk area due to lack of financial management
capabilities).

-The ARIS Internal audit departmentis not familiar with IFAD FM specific
requirements.
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