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Negotiated financing agreement: "Regeneration of
Landscape and Livelihoods Project"

(Negotiations concluded on 20 September 2021)

Loan No:

Project name: Regeneration of Landscapes and Livelihoods (“the ROLL"”/ “the Project”)
Kingdom of Lesotho (the “Borrower”)

and

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

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

WHEREAS the Borrower has requested financing from the Fund for the purpose of the
Project described in Schedule 1 to this Agreement;

WHEREAS, the Fund has agreed to provide financing for the Project on the terms and
conditions set forth herein;

Now THEREFORE, the Parties hereby agree as follows:
Section A

1. The following documents collectively form this Agreement: this document, the
Programme 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, amended as of December 2018, and 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,
unless the Parties shall otherwise agree in this Agreement.

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

Section B

1. The amount of the Loan eligible to highly concessional terms is three million one
hundred and forty thousand Euro (EUR 3 140 000).

2. The amount of the Loan eligible to blend terms is six million three hundred sixty
thousand Euro (EUR 6 360 000).

3. The Loan granted on highly concessional terms shall be free of interest but shall bear
a fixed service charge as determined by the Fund at the date of approval of the Loan by
the Fund's Executive Board, payable semi-annually in the Loan Service Payment Currency.
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The 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 Executive Board.

4.  The principal of the Loan granted on highly concessional terms 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-one (31) to
forty (40).

5. The Loan granted on blend terms shall be subject to interest on the principal amount
outstanding and a service charge as determined by the Fund at the date of approval of the
Loan by the Fund's Executive Board. The interest rate and service charge determined will
be fixed for the life cycle of the loan and payable semi-annually in the Loan Service
Payment Currency. The Loan shall have a maturity period of twenty-five (25) years,
including a grace period of five (5) years starting from the date of approval of the Loan by
the Fund's Executive Board.

6. The principal of the Loan granted on blend terms will be repaid in equal instalments.
7. The Loan Service Payment Currency shall be in EUR
8. The first day of the applicable Fiscal Year shall be 1 April.

9. Payments of principal, interest and service charge shall be payable on each 15
January and 15 July.

10. The Borrower shall open and thereafter maintain one (1) designated account (the
“Designated Account”), at the Central Bank of Lesotho, to receive the proceeds of the IFAD
Loan. The Borrower shall also open and thereafter maintain one (1) additional designated
accounts (the “Additional Designated Account”), at the Central Bank of Lesotho, to receive
the proceeds of the IFAD Loan for financing exclusively the activities pertaining to the
Regeneration Opportunity Fund (ROF) under Component B of the Schedule 2.

11. The Lead Implementing Agency shall open project operational bank accounts
(collectively, “Project Accounts”) in local currency which will thereafter be maintained
under the Project Coordination Unit to receive the Financing from the designated accounts.

12. The Borrower shall inform the Fund of the officials authorized to operate the
designated accounts and the Project Accounts.

13. The Borrower shall provide counterpart financing for the Project approximately in the
amount of eight million one hundred and eighty thousand United States Dollars
(USD 8 180 000) in the form of taxes and duties foregone and largely to support the
activities in components 1, 2 and 3 of the Project as outlined in schedule 1.

14. The Borrower shall open a project bank account to receive the co-financing from the
Government of the Kingdom of Lesotho. This account shall be managed by the Project
Coordination Unit.

Section C

1. The Lead Project Agency shall be the Ministry of Forestry, Range and Soil
Conservation (MFRSC).
2. The following are designated as additional Project Parties:

@) Ministry of Tourism, Environment and Culture (MTEC);

(i)  Ministry of Agriculture and Food Security (MAFS);
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(i)  Ministry of Local Government and Chieftainship (MLGC);

(iv)  Ministry of Energy and Meteorology;

(v)  Ministry of Water; and

(vi) The Food and Agriculture Organisation of the United Nations (FAO), Maseru.

Additional Project Parties are described in Schedule 1 Part 8.
3. A joint mid-term review will be carried out in the fourth Project year.

4, The Project Completion Date shall be eighth anniversary of the date of entry into
force of this 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. The Financing Closing
Date will be established as specified in the General Conditions.

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
The Fund will administer the Financing and supervise the Project.
Section E
1. The following are designated as additional grounds for suspension of this Agreement:

(a) The PIM and/or any provision thereof, has been waived, suspended,
terminated, amended or modified without the prior agreement of the Fund and
the Fund, after consultation with the Borrower, has determined that it has had,
or is likely to have, a material adverse effect on the Project.

(b) The Lead Project Agency fails and/or is unable to enter into a Memorandum of
Understanding, or other similar agreement with the Food and Agriculture
Organisation of the United Nations (FAO), Maseru, to facilitate the
implementation of the Project, within 180 days of the execution of this
Agreement.

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

(a) The IFAD no objection to the Project Implementation Manual (PIM) shall have
been obtained;

(b) Establishment of the Project Steering Committee (PSC) and the Project
Technical Advisory Committee as provided for in schedule 1 section 7 shall be
finalised. The Programme Coordinator, the Finance Officer and the Programme
Procurement Officer within the PCU shall have been appointed following receipt
of no-objection from the Fund;

(c) The execution of a Memorandum of Understanding or other similar agreement
with FAO to facilitate the implementation of the Project;

(d) A suitable off-the-shelf accounting software shall have been purchased,
installed and implemented at PCU and staff duly trained in the use of it;

(e) The Fund Manager-ROF shall have been appointed, following receipt of no-
objection from the Fund, as additional condition to disbursement of the
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Financing for the activities implemented by the ROF under Component B of the
Schedule 2;

(f) The Additional Designated Account referred to in Section B.10 above shall have
been duly opened by the Borrower and the authorized signatories shall have
been submitted to the Fund, as additional condition to disbursement of the
Financing for the activities implemented by the ROF under Component B of the
Schedule 2.

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

For the Kingdom of Lesotho:

Minister for Finance
Ministry of Finance
P.O Box 395

Maseru 100, Lesotho

For the Fund:
The President
International Fund for Agricultural Development

Via Paolo di Dono 44
00142 Rome, Italy

This Agreement, has been prepared in the English language in two (2) original copies, one
(1) for the Fund and one (1) for the Kingdom of Lesotho.

KINGDOM OF LESOTHO

Date:

INTERNATIONAL FUND FOR
AGRICULTURAL DEVELOPMENT

Gilbert F. Houngbo
President

Date:
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Schedule 1

Programme Description and Implementation Arrangements

I. Programme Description

1. Target Population. The Project shall directly benefit 100,000 people, corresponding to
approximately 68,000 rural households. The primary target group will be vulnerable rural
households who live in selected catchment areas. This will comprise small-scale producers
including poor smallholder farmers, livestock owners and herders, together with
unemployed youth and wage labourers.

2. Project area. The Project will work in landscapes defined as smaller areas within a
sub-catchment directly associated with and used by a village or a cluster of villages. Those
landscapes can include a variety of different natural resource areas, such as grazing/range
areas, forests, croplands, wetlands and conservation areas. A list of 19 areas directly
associated with villages within 16 sub-catchments in 5 districts of Lesotho have been
selected for project start-up. Expansion of the list of sub-catchments can be pursued within
the lifetime of the project. (The “Project/Area”).

3. Goal. Human interaction with the natural environment is the primary cause of
environmental degradation in Lesotho, exacerbated by climate change. In turn,
environmental degradation and low productivity lead to increased poverty, poor nutrition
outcomes and vulnerability to climate change. The goal of the Project is to change the
dynamic of human interaction with their natural environment and reverse the environmental
degradation that has been occasioned due to over exploitation of natural resources. ROLL
therefore aims to promote both more sustainable resource use practices and diversified
income opportunities.

4, Objectives. The objective of the Project is to ensure that rural communities adopt
transformational practices for regenerated landscapes and sustainable livelihoods leading
to improved nutrition and adaptation to climate change. This objective is underpinned by
four outcomes; 1) change in resource use practices; 2) reduction of environmental
degradation; 3) improved livelihoods; and 4) the establishment of a facility and a fund.
The duration of the project is eight years.

5. Components. The Programme shall consist of the following Components:
5.1 Component A: Regeneration Coalition Facility

In this component, different interest groups in a landscape are brought together under the
umbrella of a landscape coalition. The objective of this component is to promote
meaningful change by promoting a common understanding on the causes of landscape
degeneration and of the short and long-term threats that this presents to the livelihoods
of all diverse interest groups in a landscape coalition. Based on this common
understanding, coalitions will identify the measures needed to reverse degradation,
develop a shared commitment to establish more sustainable resource usage patterns and
jointly take part in mobilizing resources from the Regeneration Opportunities Fund. The
component will furthermore entail activities geared towards technological and
organisational innovation, and promote nutrition related activities within the selected
landscapes.

5.2 Component B: Regeneration Opportunities Fund

The Regeneration Opportunities Fund (ROF) has the objective of catalysing investments
into the regeneration of landscapes. The Fund will be set up as an efficient and focused
mechanism that can continue to function beyond the lifetime of the ROLL project. The ROF
will finance coalition plans in the selected landscapes. In doing so, the ROF will serve
multiple impact areas that have the potential to attract further capital seeking societal and
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environmental benefits in terms of downstream water provision, biodiversity preservation
and enhancement, and carbon sequestration.

The ROF will be established in a phased approach. The first year will be used to finalize the
design of the Fund's structure and governance arrangements, following the features and
requirements as described in this Agreement, the Project Design Report and associated
documents. The process of design and implementation of the ROF will be overseen by a
dedicated steering committee. The criteria for financial disbursements through the ROF will
include the establishment of the governance bodies, the recruitment of a competent Fund
Manager, an approved Investment Manual and a dedicated financial management system.

The ROF has the aspiration to grow into a larger independent entity to channel investments
in landscapes in Lesotho beyond the lifetime of the ROLL project. To facilitate this, the ROF
will require a robust governance and oversight, as well as strong results-based delivery
model, sound monitoring and skilled management.

5.3 Component C: Project Management

This component will serve to facilitate the effective and efficient implementation of
components A and B. It will also include the project’s monitoring and evaluation as well as
the overall policy engagement and knowledge management functions. This component also
includes the coordination of the innovation activities related to any co-financing the Project
receives from the Global Environment Facility (GEF) investments and the partnership with
FAO.

II1. Implementation Arrangements

6. Lead Programme Agency. The lead programme Agency shall be the Ministry of
Forestry, Range and Soil Conservation (MFRSC).

7. Programme Management Unit.

The lead governance body for the project will be the Project Steering Committee (PSC),
comprised of Directors and chaired by the Principal Secretary through the Director of Soil
and Water Conservation, from the MFRSC. The other members of the PSC shall include but
not be limited to representatives from the Ministry of Forestry, Range and Soil
Conservation, Ministry of Agriculture and Food Security, Ministry of Finance, Ministry of
Water, Ministry of Environment, Ministry of Local Government, Ministry of Gender, Youth
& Recreation. It shall also include representatives of farmers and herders' associations,
NGOs, private sector and the civil society, and as observers LHDA, and ICM Unit.

The day-to-day management and coordination of the project will be undertaken by a
Project Management Unit (PMU). The PMU will undertake the financial management and
procurement of the Project. The PMU will be housed at the MFRSC and will be adequately
staffed with professionals attracted from the market and seconded from the Government
of the Kingdom of Lesotho (GolL). Selection of the PMU staff will be on competitive basis
and the Fund will be allowed to sit as observer in key recruitments as necessary. The
principal technical partners from Government will include the Ministries of Tourism,
Environment and Culture; Agriculture and Food Security; Water; Local Government and
Chieftain Affairs; and Gender, Youth, Sports and Recreation among others as may be
agreed upon from time to time.

8. Implementing partners. The Projects other implementing partners are:
(i)  Ministry of Agriculture and Food Security (MAFS);
(ii)  Ministry of Local Government and Chieftainship (MLGC);
(iii) Ministry of Energy and Meteorology;
(iv) Ministry of Water;

(v) Ministry of Tourism, Environment and Culture (MTEC); and
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(vi) The Food and Agriculture Organisation (FAQO)

9. Monitoring and Evaluation. ROLL will pay high priority to sound monitoring and
impact measurement, as both will play a key role in establishing conducive environment
for the ROF to graduate into and independent lasting funding mechanism. Project planning
will be conducted in close collaboration with key stakeholders at national, district and
village level through the Coalition process. Planning and budgeting will be integrated in the
GoL processes and will be based on Annual Work Plans and Budgets (AWPBs). The
consolidated AWPB will be submitted to the PSC for review and approval and then sent to
IFAD for review and No Objection at least 60 days before the start of the Programme year.
A Management Information System (MIS) will facilitate the storage, use and analysis of
data. This system will, to the extent possible, be connected to the national ICM dataset
currently being established with the support of the ICM Support Project and GIZ/FAO. Data
on outputs will be collected through the reports of implementing partners, validated by the
PMU and triangulated through field visits by the PMU M&E unit. Data on outcomes and
impact will be collected through a set of three surveys - baseline, mid-line and completion.

M&E activities will be conducted as much as possible in a participatory way. This means
that the communities themselves will set their own targets and monitor progress towards
those targets. Tools such as participatory mapping, resource flow diagrams and outcome
mapping will be used. Moreover, a system will be set up for regularly collecting
beneficiaries’ feedback on their satisfaction with project services through cost-effective,
yearly WhatsApp surveys.

10. Knowledge Management. Knowledge Management and communications will be
closely linked to the policy engagement objectives, and aim at creating a broader societal
awareness of the existential threat to households and communities posed by landscape
degradation. Measures will be introduced to raise awareness amongst a range of
stakeholders including local councillors, district officials, traditional leaders, decision
makers at national level amongst others.

11. Project Implementation Manual. A comprehensive Project Implementation Manual will
be prepared, together with an AWPB, procurement plan and Terms of reference for various
service providers to be procured, and to ensure implementation readiness. Any revisions
to the PIM and AWPB shall have to be previously approved by the Fund.

12. Project Co-financing. The Project shall be capable of receiving co-financing
contributions from other institutions such as GEF and the OPEC Fund for International
Development (OPEC Fund). The Project will also receive in kind contributions from FAO.
The Borrower will enter into co-financing agreements with the co-financiers to provide
financing for the Project.
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Schedule 2

Allocation Table

1.  Allocation of Loan Proceeds. (@) The Table below sets forth the components eligible for
expenditure under the Financing, the amounts of the Financing allocated to each component
and the percentages of expenditures for items to be financed in each component:

Component 33% of the Loan granted 67% of the Loan Percentage
on Highly Concessional granted on Blend
(HC) terms (BT) terms
(EUR) (EUR)

Component A 875 000 1774 000 100%
Component B 1576 000 3173 000 100%
Component C 378 000 774 000 100%
Unallocated 311 000 639 000 100%
TOTAL 3 140 000 6 360 000

(b) The terms used in the Table above are defined as follows:

() The Financing is provided 100% net of taxes;

(i) Component A covers the expenditure for the activities implemented
under the Regeneration Coalition Facility (RCF);

(iii) Component B covers the expenditure for the activities implemented
under the Regeneration Opportunity Fund (ROF): it also includes the
costs for the development and management of the ROF Fund;

(iv) Component C covers the expenditure for project coordination,
monitoring and evaluation and knowledge management.

2. Disbursement arrangements

(a) Start-up Advance. Withdrawals in respect of expenditures for start-up costs
incurred before the satisfaction of the general conditions precedent to
withdrawal shall not exceed an aggregate amount of USD 500 000
equivalent. The activities to be financed by Start-up Costs will require the no
objection from IFAD to be considered eligible.
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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 to request withdrawals from the
Loan Account if the Borrower 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. Within six (6) months of entry into force of the Financing Agreement, the Project will
enter into Memorandum of Understanding (MoU) with implementing partners that will
structure the collaboration, define roles, responsibilities and duties with regards to
implementation, financial management, accounting and reporting. Prior to entering into
the MoUs, the Project will obtain a no objection from the Fund.

2. The Borrower shall facilitate the implementation of special purpose audits on project
performance, to be carried out by the Office of the Auditor General or by a qualified
independent auditor, upon reaching the threshold of 15% and subsequent 40%
expenditure of the Financing allocated to the Component B in Schedule 2. The audit will
assess whether or not ROF operations are meeting ROLL’s objectives and in the most
efficient way in accordance with the ROF investment guidelines as approved by the Fund.
Performance audit reports shall be subject to the review by the Fund to release the non-
objection to the ROF to further access the Financing.

3. The Project shall submit Interim financial reports (IFRs) to the Fund on the financial
progress by expenditure category, component and financier. IFRs shall be provided (i) with
each fund withdrawal request, and/or (ii) at quarterly intervals within 30 days after the
period-end. Quarterly IFRs shall be subject to verification by the Office of the Auditor
General or by a qualified independent auditor, on a bi-annual basis. The auditor will provide
assurance to the Fund over the quality and accuracy of the project IFRs and will submit
audit reports 45 days after the end of the months of March and September of each calendar
year. IFR templates shall be detailed in the Letter to the Borrower.

4, Planning, Monitoring and Evaluation. The Borrower 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 Agreement.

5. Gender. The Project shall ensure that it develops a gender and youth strategy and
action plan to facilitate equitable participation of women and men to the economic
opportunities and benefits generated by the Project.

6. Compliance with the Social Environmental and Climate Assessment Procedures
(SECAP). The Borrower shall ensure that the Project will be implemented in compliance
with IFAD's SECAP.

7. Environment and Social Safeguards. The Borrower shall ensure that: (a) all Project
activities are implemented in strict conformity with the Borrower’s 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
shall immediately inform the Fund and prepare the necessary planning; (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
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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.

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

9. Sexual Harassment, Sexual Exploitation and Abuse. The Borrower 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.

10. Use of Project Vehicles and Other Equipment. The Borrower shall ensure that:

(a) All vehicles procured under Component B are allocated to the ROF. Remaining
vehicles and equipment are allocated to the PCU and lead ministry.

(b) The types of vehicles procured under the Project are appropriate to the needs
of the Project; and

(c) All vehicles transferred to or procured under the Project are dedicated solely to
Project use.

11. IFAD Client Portal (ICP) Contract Monitoring Tool. The Borrower 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 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 shall ensure that the contract data
is updated on a quarterly basis during the implementation of the Project.

10
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Logical framework

Results Hierarch Indicators Means of Verification Assumbtions
Y Name |Base|ine|Mid-Term|End Target|Source Frequency Responsibility P
Outreach 1.b Estimated corresponding total number of households Project M&E Annual PMU Effective and efficient project
members implementation (A)
Household members - Number of 0| 238000 340000 Project co-financing targets achieved (A)
people
1.a Corresponding number of households reached Project M&E Annual PMU
Households - Number | ol 47600] 68000
1 Persons receiving services promoted or supported by the Project M&E Annual PMU
project
Females - Number 0 28000 40000
Males - Number 0 42000 60000
Young - Number 0 14000 20000
Total number of persons receiving 0 70000 100000
services - Number of people
Project Goal % of population under poverty line in target constituencies National LBOS Major negative trends in macroeconomic
Regeneration of landscapes and |9 of Population - Percentage (%) | 54| | 49|datasets environment (R)
livelihoods Land degradation in selected sub-catchments National LBOS
Soil erosion in tonnes/hal/year - 72.1 64.9 50.5|datasets
Area (ha)
Development Objective Targeted households reporting and increase in income Mid-line and Mid-term and  |PMU « Climate change counteracts gains
Rural communities adopt Households - Percentage (%) | | | end-line surveys|completion made (R)
transformational practices for Landscapes achieving improvement in socio-economic and Project M&E  |Annual PMU * Graduation model levels indicate
regenerated landscapes and environmental level using graduation model improvements (A)
sustained livelihoods Number of landscapes - Number | O| 250| 750 * Absolute numbr?rs ar? ca&culated bfased
IE 2.1 Percentage of individuals reporting an increase in Pro-WEAI Mid—tern_1 and |PMU %ne?si)rggrxaac%?v?ngfe?visgs :)?(;Er’r?ct)?ec(l)ror
empowerment completion supported by the project' (A)
Females - Percentage (%) 20 50
Males - Percentage (%) 20 50
Young - Percentage (%) 20 50
Total Persons - Percentage (%) 20 50
Females - Number 8000 20000
Males - Number 12000 30000
Total persons - Number 20000 50000
SF 2.1 % of HH satisfied with project-supported services Mid-line and Mid-line and PMU * Absolute numbers are calculated based
Households - Percentage (%) 70 go|end-line surveys|end-line on percentage share of end targets for '
HH (number) 47600 54400 CorrﬁszP?:)ing number of households
reache
238000 272000 » Each household consists of 5 members
HH members A

II xipuaddy
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Outcome 3.2.2 Households reporting adoption of environmentally Mid-line and Mid-terms and |PMU * Clear and common understanding of
1. Changed resource use practices |sustainable and climate-resilient technologies and practices end-line surveys|completion sustainable use (A)
Households - Percentage (%) 20 50 » Absolute numbers are calculated based
HH (number) 13600 34000 on percenta_ge share of end targets for '
HH members 68000 170000 Corresp?ndlng number of households
SF 2_.2 Percentage of H_H reporting t_hey can influence d_ecision- Project M&E Annual PMU I-eéacsr??\o(?s?ehold consists of 5 members
makllng of local authorities and project-supported service A)
providers
Households - Percentage (%) 60| 80
HH (number) 40800 54400
HH members 204000 272000
Output Number of coalitions built/strengthened Project M&E Quarterly PMU
1.1 Formation of coalitions through |Number of coalitions - Number 0 1000 1000
participation
Output 3.1.1 Groups supported to sustainably manage natural Project M&E Quarterly PMU *» Group size is 12.5 people on average
1.2 Groups trained in landscape resources and climate-related risks (A)
management Total size of groups - Number of 35000 50000 * Around 1.5 HH members per HH
people supported under Cl 3.2.2 will participate
Females - Number 14000 20000 in the groups on average (A)
Males - Number 21000 30000
Young - Number 7000 10000
Groups supported - Number 0 2800 4000
Outcome Vegetation improvement in rangelands within target landscapes|National Annual PMU Jointly agreed upon monitoring system
2. Reduction of environmental % of target landscapes with 30 50|Monitoring active (A)
degradation improvement in vegetation - System
Percentage (%)
3.2.1: Greenhouse gas emissions (CO2e) avoided and/or FAO Ex-Act Baseline, Mid- [FAO Duration of accounting 20 years (A)
sequestered Analysis line, End-line Indicator corresponds to GEF CI 6 (A)
tCO2e/20y 0 9667453
Number of hectares 0 350403
tCO2e/ha 0 27.6
tCO2e/halyr 0 1.4
Output GEF CI 3. Area of land restored (Hectares) Project M&E Annual PMU Unclear understanding (R)
2.1 Land management plans 3.1 Area of degraded agricultural 0 2000 4500
developed and implemented lands restored - Area (ha)
3.2 Area of forest and forest land 0 2500 5000
restored - Area (ha)
3.3 Area of natural grass and 0 95500 340500
shrublands restored - Area (ha)
Total area of land restored - Area 0| 100000 350000
(ha)
GEF CI 4. Area of landscapes under improved practices Project M&E Annual PMU Unclear understanding (R)
(hectares; excluding protected areas)
4.1 Area of landscapes under 0 2100 4350

improved management to benefit
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biodiversity (qualitative
assessment, non-certified) - Area
(ha)

4.3 Area of landscapes under 0 4900 10150
sustainable land management in

production systems - Area (ha)

Total area of landscapes under 0 7000 14500

improved practices (hectares;
excluding protected areas) - Area
(ha)

Output Improved water level of selected wetland sites and ponds Project M&E Annual PMU Indicator further developed by
2.2 Increasing water retention of Estimate of volume of water 30 50 development partners incl GIZ
wetlands retained - Percentage (%)
Output Hectares of invasive species removed Project M&E /  |Annual PMU Efficient invasive species removal
2.3 Invasive species removed from (Hectares of land - Area (ha) 0 40000 100000(National strategies deployed (A)
rangeland Monitoring Climate change counteracts gains made
System R)
# of landscape coalitions reporting improved availability of Project M&E Annual PMU
grazing land and water
Number of landscape coalitions - 0 250 750
Number
Outcome 1.2.8 Women reporting minimum dietary diversity (MDDW) Survey Baseline, Mid- [PMU
3. Improved livelihoods Women (number) - Number 5000 10000 line, End-line,
Women (%) 12.50% 25% Annual
HH (number) 5000 10000
HH (%) 12.50% 25%
HH members 20000 40000
Output 1.1.8 Households provided with targeted support to improve Project M&E Annual PMU The targets may be revised based on
3.1 Improved nutrition awareness [their nutrition baseline figures
Total persons participating - 0| 14000 20000 Local availability of products from
Number different food groups (A)
HH (number) 0 14000 20000
HH (%) 0 20% 29%
Total HH members 0 56000 80000
Males - Number 0 5600 8000
Females - Number 0 8400 12000
Young - Number 0 2800 4000
Output Number of new /sustainable IGAs created Project M&E Annual PMU
3.2 Land and water available for  |Income Generating Activities - 0 2000 5525
sustainable farming, forestry and  |Number of enterprises - Number
nature conservancy enterprises \Women-led IGAs - Number 0 800 2210
Youth led IGAs - Number 0 400 1105
Outcome # partners participating in fund Project M&E Annual PMU
4. Effective facility and fund Partners - Number 0 0 3

established
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Output # of coalitions supported through facility Project M&E Annual PMU
4.1 Number of coalitions supported |Coalitions - Number 0 1000 1000

through the facility

Output Mio Maloti investment channelled to coalitions Project M&E Annual PMU
4.2 Investments in Mio Maloti Millions Maloti - Number 0 200 407

channelled through the Fund

Output Percentage/number of coalition plans executed on target each |Project M&E Annual PMU

4.3 Effective management of the
Facility/Fund

year

Percentage of plans - Percentage 0 65 85
(%)
Number of plans - Number 0 650 850

/a — indicator disaggregated by gender and age
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|Risk Categories and Subcategories

iInherent |Residual |

|Po|itical Commitment

Risk(s):

The risk that an unstable political landscape can result in a lack of political
will and commitment to the agriculture sector that lead to a potential reversal
of key political decisions and withdrawal of support needed for the
achievement of the project’s objectives (this includes programmed
counterpart funding)

Substantial||Substantial

Mitigations:
e Core responsibilities and clear stakeholder roles will be included in the
loan agreements/IFAD
e Establishment of the Regeneration Opportunities Fund to attract
additional financing from external investors

|Governance |

Risk(s):
The risk that elite capture of project benefit streams can divert resources

and thereby reduce the project effectiveness and affect the achievement of
objectives

Substantial{|Moderate

Mitigations:

e Design and implement strong targeting policy and practices; delivery-
focused implementation mechanism/IFAD and PMU/ All years of project
implementation

e Ensure transparent process of allocation of rewards and
incentives/IFAD and PMU/ All years of project implementation

e Ring-fencing of select activities (e.g. bring in service provider)/PMU/ All
years of project implementation

e Implementation of graduation methodology/PMU/ All years of project
implementation

Risk(s):

The risk that political interference with area selection process which leads to
the diversion of project resources to landscapes less in need of support
leading to their sub-optimal allocation, compromising the project
effectiveness and achievement of objectives

Moderate ||Low

Mitigations:
Evidence-based area selection processes/IFAD and MFRSC/ All years of
project implementation

Risk(s):

Given that Lesotho is ranked 85 out of 180 countries according to the 2019
Corruption Perception Index (CPI) by Transparency International there is a
risk that corrupt practices lead to a diversion of funds and/or benefit streams
which compromises the achievement of objectives

Substantial{|Moderate

Mitigations:

e Evidence-based area selection processes/IFAD and MFRSC/ All years
of project implementation

e Engagement of the internal audit (1A) unit within the ministry to carry out
annual review of the systems of the PCU and all implementing
agencies/ MFRSC/ All years of project implementation

|Macr0economic ||

Risk(s):
The risk that negative impact of COVID-19 pandemic on Lesotho’s
economy, reduced SACU revenue and volatile performance of key sectors

High Substantial

(such as wool and mohair and textile sectors) can tighten fiscal space for
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|Risk Categories and Subcategories

||Inherent ||Residua| |

the Government of Lesotho and thus restrict ability to meet co-financing
targets

Mitigations:
Allowing core activities and proof of concept at smaller scales and
regardless of government co-financing

|Fragi|ity and security

Risk(s):

The risk that Lesotho is vulnerable to natural and man-made shocks
including civil unrest, conflict, and/or weak governance structures and
institutions given the ‘elevated warning’ issued for Lesotho by the Fund For
Peace in the Fragile State Index 2019 and the inclusion of the country in the
list of ‘States of Fragility 2020’ by the OECD

High

Substantial

Mitigations:

Project design gave strong focus at community and coalition level. This
ideally protects against some risk of project blockage due to unrest in the
capital. However, residual risk remains substantial in a context of relatively
centralise governance structures

|

|Po|icy alignment

Risk(s):
No risk envisaged

|Po|icy development & implementation

Risk(s):

The risk that the weak regulatory framework and current policy reforms
under way (e.g. rangeland management act, forestry and land act) that
complement project activities through sanctions can be contradicting and/or
create loopholes that can compromise incentives of targeted communities to
engage in project activities

High

Substantial

Mitigations:
Supporting government to develop appropriate regulatory frameworks/IFAD/
All years of project implementation

|Project vulnerability to environmental conditions

Risk(s):

Project areas and population living there are vulnerable to land degradation
which is aggravated by extreme weather events (drought and floods). The
current practices of overgrazing also exacerbate land/pasture degradation
resulting in soil erosion, siltation of water bodies and destruction of
biodiversity

High

Moderate

Mitigations:

e The SECAP annex and the preliminary ESMF included in the project
design document identifies actions to reduce pressure on the natural
resources and improve landscapes

e Project activities are directed to improving landscapes, mitigating
effects of degradation and climatic change

|Project vulnerability to climate change impacts

Risk(s):

The risk that existing or possible future climate variability and/or extreme
climatic events (e.g. droughts, heavy storms etc.) may further exacerbate
land degradation and change the needs of targeted areas

Substantial

Moderate

|Mitigati0ns:
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|Risk Categories and Subcategories ||Inherent ||Residua| |

e A climate risk analysis included in the project design report will help
minimise the identified risks

e Wide array of project activities including the graduation methodology
are geared to counter degradation and increase resilience against the
impacts of climate change

|Project relevance ||

Risk(s):

The risk that the objectives and interventions of the project are not well
aligned with national development or IFAD priorities, and/or are not Moderate |[Low
sufficiently relevant or responsive to the needs and priorities of the intended
target group throughout the project’s lifespan

Mitigations:

Strong stakeholder consultation and involvement of government in design
process/ IFAD and MFRSC/ within project design process

Technical soundness |
Risk(s):
The risk that the setup of the legal entity to manage the Fund may incur Substantial||Moderate
delays that reduce ability to achieve project targets
Mitigations:
Ensure strong buy-in and oversight of process, set intermediate
milestones/MFSRC and IFAD / All years of project implementation
Risk(s):
The risk that spreading project resources across 5 districts implies
insufficient support to enable graduation of villages in selected landscapes
and thus decrease effectiveness of the project
Mitigations:
e Pilot of project interventions in selected areas of targeted districts
before scaling up/ PCU/ within 1st year of project implementation
e Coalition facilitator to ensure continuity of activity/ PCU/ All years of
project implementation
Risk(s):
The risk that communities do not understand or accept the project
interventions leading to a low participation in project activities and thus
undermining the project implementation and achievement of objectives
Mitigations:
e Develop clear implementation and communication guidelines and
materials (KM activities)/ PCU/ 1st year of project implementation
e Constant support and appropriate incentives to raise and sustain
interest/ PCU/ All years of project implementation

| [ | |

Implementation arrangements | | |
Risk(s):
The risk that insufficient institutional capacity to implement project activities
in the line ministries and at local level causes a delay of project interventions
and leads to a reduced ability to achieve project targets
Mitigations:

e Establish strong PMU (IFAD to indicate key staff)/IFAD and MFRSC/

December 2021

e Design clear implementation modalities/IFAD and MFSRC/ December
2020

e Determination of capacity gaps/IFAD/ January 2021

Moderate ||Low

Moderate ||Low

Substantial{|Moderate
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e Line ministries will be capacitated on a regular basis/ IFAD/ All years of
project implementation

Establishment of steering committee to strengthen oversight/ MFRSC/
December 2021

Contracting of service providers/ PMU/ All years of project

implementation

|M&E arrangements

Risk(s):

The risk that the project executing agency’s M&E processes and systems
are weak or inefficient, resulting in a limited ability to monitor, validate,
analyse and communicate results, capture lessons, and adjust
implementation to seize opportunities and take corrective actions in a timely
manner

Substantial

Moderate

Mitigations:
Establish strong PMU (IFAD to indicate key staff)/IFAD and MFRSC/
December 2021

|Lega| and regulatory framework

Risk(s):

Due to the national procurement framework being under reform since 2018,
the lack of national standard bidding documents, the insufficient
procurement monitoring and, most importantly, the observed lack of
capacity and general lack of experience with donor-funded procurement of
the MFRSC, there is a risk that the Borrower’s regulatory and institutional
capacity and practices prove to be inadequate for the MFRSC to conduct
procurement in a manner that optimizes value for money and integrity

High

Moderate

Mitigations:

e Procurement under ROLL will follow IFAD’s project procurement
framework, resulting in the full adoption of IFAD’s Project Procurement
Guidelines and IFAD’s Procurement Handbook in lieu of the national
procurement framework/ PMU/ All years of project implementation
IFAD-funded projects in Lesotho will employ the full set of IFAD
standard procurement documents (SPDs) (with the exclusion of SADP
I, which uses World Bank templates)/ PMU/ All years of project
implementation
IFAD-funded projects in Lesotho will be set up onto the Contract
Monitoring Tool (CMT) function of ICP/ IFAD/ within 2021

|Accountabi|ity and transparency

Risk(s):

The Country lacks publicly available information on the procurement
complaints management, specifically concerning cases being heard and
applicable procedures. While Lesotho presents a medium Country
Corruption Perception Index Score (40/100), the local authority responsible
for investigating corruption allegations is not independent from the
government and no systematic debarment system is in place. Furthermore,
there is an unclear relationship between the procurement units, the
Procurement Policy and Advice Division (PPAD) and the Directorate on
Corruption & Economic Offence (DCEOQO), which is Lesotho’s anti-corruption
authority. The risk is that accountability, transparency and oversight
arrangements could be inadequate to safeguard the integrity of project
procurement and contract execution, leading to potential cases of
misprocurement and unintended use of funds

Substantial

Moderate

13 For the full list of risks and mitigations related to both the country level and project institutional dimensions of public
procurement, kindly refer to the ROLL Procurement Risk Matrix, which was used to inform this section of the IPRM.
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Mitigations:

e The Revised IFAD Policy on Preventing Fraud and Corruption in its
Activities and Operations shall apply to all projects, vendors and third
parties, in addition to the relevant national anticorruption and fraud
laws/ IFAD, MFRSC and PMUY/ All years of project implementation

e Pursuant to the aforementioned Policy, IFAD has the right to sanction
firms and individuals including by declaring them ineligible, either
indefinitely or for a stated period of time, to participate to any IFAD-
financed and/or IFAD-managed activity or operation. IFAD also has the
right to unilaterally recognize debarments by any of the International
Financial Institutions that are members to the Agreement for Mutual
Enforcement of Debarment Decisions if such debarments meet the
requirements for mutual recognition under the Agreement for Mutual
Enforcement of Debarment Decisions/ IFAD/ All years of project
implementation

e |FAD can strongly encourage government through policy dialogue to
accelerate the adoption of the Public Procurement Bill, 2018, which
provides the establishment of an autonomous Public Procurement
Authority tasked with debarring suppliers, contractors or consultants
from participating in public procurement/ IFAD/ All years of project
implementation

|Capabi|ity in public procurement ||

Risk(s):

The Procurement Unit of the MFRSC (PU) handles a low number of
procurement activities (none of which involves works or consulting services)
and lacks experience with donor-funded procurement, since the MFRSC
has had no major donor-funded projects in the past five years, and the
minor projects it led showed that procurement was managed directly by the
donors. Consequently, the PU exhibited procurement processes of
mediocre quality. There is a risk that the capacity of the MFRSC could not
meet the standards required by IFAD, resulting in adverse impacts to the
development outcomes of the Project

Mitigations:

e |FAD will provide trainings on its project procurement framework and
international procurement practice from the start-up phase of ROLL, to
be attended by the PU, Tender Panel and Technical Units of the
MFRSC, as well as by the relevant members of the ROLL PMU/ IFAD/
within first year of implementation

e ROLL will adopt IFAD’s SPDs, so as to increase the quality of
procurement documents./ PMU/ All years of project implementation

IPublic procurement processes |

Risk(s):

A sample review of public procurement processes handled by the PU
showed that procurement methods for goods were not entirely consistent
with IFAD Project Procurement Guidelines and that the PU lacked
experience with procurement of works and services. Procurement planning,
contract administration/management and record keeping were also found to
be inaccurate. The observed shortcomings could result in the misuse of
project funds or sub-optimal implementation of the project

Low Low

Substantial||Low

Mitigations:

e |FAD will provide capacity building in the form of specific trainings for
the MFRSC'’s staff and ROLL will engage a procurement TA, both in
country and remotely/ IFAD/ All years of project implementation

e |IFAD will review low-value procurement processes of works and
consulting services on a prior review basis/ IFAD/ All years of project
implementation
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e ROLL will use the latest IFAD procurement plan template and the ROLL
Team will be trained on the preparation, update and upgrade of the
template during the start-up phase /IFAD/ withing 1st year of
implementation

e Contract administration/management and record keeping will follow the
provisions of the IFAD Procurement Handbook/ PMU/ All years of
project implementation

e ROLL will be set up onto the Contract Monitoring Tool (CMT) function of
the IFAD Client Portal (ICP), which will provide the level of contract

monitoring requested by IFAD/ IFAD /2021

|Organizati0n and staffing ||

Risk(s):
Inadequate staff capacities, skills and experience in project accounting of
donor funds management and IFAD guidelines

High

Substantial

Mitigations:
e The staff with required skills and knowledge will be recruited
competitively and will be headed by a finance manager
e In the first 18 months, an internationally FM consultant will be recruited
to back stop the team

[Budgeting |

Risk(s):

Failure to adhere to a result based approach in AWPB preparation such that
the identified activities by implementing entities during the budget period are
not fully implemented resulting in very low performance of the AWPB

AWPB not approved at commencement of fiscal year

Over/under expenditure on project activities not tracked

Moderate

Low

Mitigations:
e Clear budget guidelines and procedures to be detailed in the PIM to
assist the preparation of budgets
e ROLL will deploy a budgeting module in the accounting software

|Funds flow/disbursement arrangements ||

Risk(s):

ROLL will mobilise funds from public and private entities for the
Regeneration Opportunities Funds in addition to IFAD and its co-financiers
and these may lead to cumbersome treasury arrangements

High

Substantial

Mitigations:

e Disbursements will be Centralised at PMU including those for ROF.
Disbursement to implementing agencies will be on a quarterly basis
Separate designated accounts shall be maintained for each financiers
Separate designated account shall be maintained for the ROF
Detailed guidelines for the Regeneration Fund will be put in place
Performance audit will be conducted in the life of the project to
determine furthers disbursements and any gaps that need to be
addressed

internal controls |

Risk(s):
Segregation of duties due to limited staff numbers

High staff turnover due to limited capacities in country

Limited reviews by the internal audit unit at LPA due to limited staff numbers

Substantial

Moderate
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Limited controls and application in regards to the ROF resources
Mitigations:
e Vacant positions in the LPA that are to provide additional oversight to
be filled by September 2021

e Clear and detailed guidelines on the management and reporting for the
ROF

e Set up of an Internal audit committee at MFRSC to provide additional
oversight

e A performance audit to carried out for the ROF when cumulative
expenditure reaches 15% and 40% of the allocated financing

|Accounting and financial reporting ||
Risk(s):

Financial statements not meeting the accounting standards due to limited
staff skills in the preparations

Inadequate record Keeping

Failure to provide reports according to agreed formats by various financiers Substantiall Moderate

Failure to account for beneficiary contributions

Implementing partners and community level beneficiaries not having
sufficient financial management capacities per GoL and IFAD requirements
Mitigations:
e Use of a computerised accounting system customised to produce the
necessary reports
e Ensure clear accounting guidelines that are well understood are put in
place
e Capacity building for all the finance persons involved in the accounting
functions on the necessary IFAD guidelines
|External audit ||

Risk(s):
Delayed submission of audit reports as per IFAD guidelines

Substantial||Moderate
Audit report is not comprehensive and informative

Mitigations:

Engagement of the office of the Auditor General as per IFAD guidelines on
the Financial Accounting and Auditing guidelines

|Biodiversity conservation || || |
Risk(s):

The risk that ROLL support to enterprises leads to further increasing
pressure on landscapes, e.g. through more cattle or hillside cultivation Moderate |[Low
leading to reputational damage and reduced ability to achieve project
targets

Mitigations:

Define clear sustainability criteria for enterprises to be supported

|Resource efficiency and pollution prevention ||

Risk(s):
No significant risk envisaged

|Cu|tural heritage ” || |
[Risk(s): | | |
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|No significant risk envisaged |

Indigenous Peoples |

Risk(s):

The risk that the project may cause significant adverse physical, social, or
economic impacts on indigenous peoples, or in threats to or the loss of
resources of historical or cultural significance to them

Moderate

Low

Mitigations:
Develop a social inclusion strategy to ensure marginalized groups are
involved/ PMU/ by 1st year of the project implementation

|Community health and safety |

Risk(s):

The risk that the project may cause significant adverse impacts on the
physical, mental, nutritional or social health/safety status of an individual,
group, or population, including as a result of gender-based violence (GBV)

Moderate

Low

Mitigations:

e Develop a Nutrition Action Plan to promote nutrition education and
awareness/ PMU/ within the 1st year of implementation
Integrate awareness and prevention of GBV in the project trainings/
PMU/ All years of project implementation

lLabour and working conditions |

Risk(s):

The risk that the project may cause exploitative labour practices (e.g. forced
or child labour), gender based violence, discriminatory and unsafe/unhealthy
working conditions for people employed to work specifically in relation to the
project, including third parties and primary suppliers

Moderate

Low

Mitigations:

e Develop a social inclusion strategy to undertake awareness and
prevention of child labour in the project activities / PMU/ within 1st year
of implementation, in line with IFAD SECAP Procedures

e The Service providers and suppliers selection will include criteria on
prevention of exploitative practices, child protection and prevention of
GBV/ PMU/ within 1st year of implementation

|Physica| and economic resettlement ||

Risk(s):
No risk envisaged

|Greenh0use gas emissions ||

Risk(s):
No risk envisaged

Vulnerability of target populations and ecosystems to climate
variability and hazards

Risk(s):

No risk envisaged

IStakehoIder engagement/coordination ||

Risk(s):

The risk that conflicts in intervention areas between or within local/formal
authorities, communities or other relevant groups hinder coalition formation,
which hinders the implementation project activities

Substantial

Moderate

Mitigations:
e Rapid qualitative assessment of villages in targeted landscapes and
stakeholder consultations previous to the start of
activitiessMFRSC/Spring 2020
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e Engagement with principal chiefs and local counsellors/PMU/ All years

of project implementation
Risk(s):
The risk that overlapping activities from different projects with contradicting
incentive schemes that reduce community engagement and/or lead to a
duplication of efforts or confusion of targeted communities
Mitigations:

e Close collaboration and consultation with relevant agencies and other
stakeholder/IFAD and MFRSC/ all project years

e Participation in NRM donor-working group/ IFAD / all years of project
implementation

e Alignment with national integrated catchment boundaries in area
selection process/IFAD and MFRSC/ January 2021

Risk(s):

The risk that unwillingness of relevant agencies to cooperate and align
project activities leading to a decreased effectiveness of the project and
lower ability of avoiding a duplication of efforts

Mitigations:

e Strong stakeholders consultations during project design; Continued
discussions on scope for partnership/ IFAD, MFRSC and PMU/ all
years of project implementation

e Invoke support of steering committee if needed/ IFAD, MFRSC and
PMUY/ all years of project implementation

|Stakeho|der grievances ||

Risk(s):

The risk that the project has ineffective grievance/complaint redress
processes (including with respect to allegations of non-compliance with
IFAD’s E,S,C standards, fraud, corruption, or SEA), leading to unaddressed
stakeholder complaints that may undermine project implementation and
achievement of project development objectives

Mitigations:
Establish a grievance and complaints mechanism for the project/ PMU/
within 1st year of implementation

Moderate ||Low

Moderate |Low

Moderate ||Low
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