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Project development objectives/outcomes.

The proposed additional financing from GEF of US$7.49 million aims at scaling-up and
mainstreaming the outcome of the activities under Uttarakhand Decentralized Watershed
Management Project (UDWDP) and with the aim of enhancing their sustainability by restoring and
sustaining ecosystem functions and biodiversity while simultaneously enhancing income and
livelihood functions. The lessons learned from these activities will be up-scaled and
mainstreamed at state and national levels.

This objective is fully consistent with the original objective of the UDWDP. The GEF project
is fully integrated in the World Bank supported Uttarakhand Decentralized Watershed
Development Project (UDWDP) that in turn draws on the positive experiences from the Integrated
Watershed Development Hills-II project that was completed in 2005. The UDWDP is consistent
with the World Bank’s Country Assistance Strategy that has a priority to "support better
management of watersheds, while enhancing the livelihood opportunities of the poor". The project
focuses on protection of watersheds, along with community-level capacity building and promotion
of livelihoods. The project is spread over an area of around 238,000 ha, ranging from 700 m to
2000 m altitude in 76 selected micro watersheds in the middle Himalayas. About 451 Gram
Panchayats (GP) identified in 18 blocks of 11 districts will participate in this project. A total
population of 254,000, living in the project area will benefit from these activities.

Activities financed by additional financing will focus on 20 micro watersheds that have high
erosion indices, which are left behind in terms of socio-economic and other criteria and are
predominantly situated close to the agricultural frontier. With this targeted approach on the most
vulnerable areas, the impact of the project will be positive both in socio-economic and
environmental terms. The outcome of the additional financing project will be measured against the
following performance indicators: (i) Sustainable Watershed Management mainstreamed into 20
local government plans including parts of watersheds for which two or more Gram Panchayats
have shared governance responsibility; (ii) Implementation of alternative technologies and
approaches for enhancing water availability for agriculture and other domestic use; (iii)
reduction in community dependency of forest for fuel wood and entering markets with
medicinal and aromatic plants; (iv) improved knowledge of the impact of climate change on
mountain ecosystems translated into coping strategies; (v) new and innovative techniques and
approaches for sustainable land an ecosystem management up-scaled within the Uttarakhand
state. Performance will be monitored periodically through well defined indicators by external
specialists.

Does the scaled-up or restructured project trigger any new safeguard policies: No

For Additional Financing

[JLoan []Credit [X]Grant

For Loans/Credits/Grants: (US$m) 7.49
Total Bank financing (US$m): 7.49
Proposed terms: N.A.

Financing Plan (US$m.)

Source Local Foreign Total
GEF 7,490,000 0 7,490,000
Total ' 7,490,000







L. INTRODUCTION

1. This Project Paper seeks the approval of the Executive Directors to provide an
additional Grant financing from the Global Environment Facility in the amount of US$
7.49 million for the India Uttarakhand Decentralized Watershed Development Project
(UDWDP) ID P078550 which in turn draws on the positive experiences from the Integrated
Watershed Development Hills-II project that was completed in 2005.

2. The proposed additional financing aims at scaling-up and mainstreaming the
outcome of the activities under UDWDP and enhancing their sustainability by restoring
and sustaining ecosystem functions and biodiversity while simultaneously enhancing
income and livelihood functions. The lessons learned from these activities will be scaled-
up and mainstreamed at state and national levels.

3. The proposed GEF Grant for UDWDP has been included in the indicative pipeline
of projects under the Sustainable Ecosystem and Land Management Country Partnership
Program (SLEM CPP) approved by GEF Council on November 17, 2007. The proposed
project has been endorsed by the Ministry of Environment and Forest as the leading
agency for SLEM CPP and a letter dated March 31, 2009 issued in this respect. The
Uttarakhand Government placed high priority on sustainable land ecosystem
management and requested Bank support through GEF to augment the project efforts on
sustainable land, water and biodiversity conservation and management. The proposed
project is one of the projects included in the India Sustainable Ecosystem and Land
Management Partnership Program (SLEM CPP) approved by GEF Council in November
2007. The experiences under the proposed project will be documented and disseminated
through the SLEM CPP to other mountainous states in India. Neither the project
objectives nor the components will undergo any change as a result of the proposed
additional grant financing as the GEF project will be fully blended with the UDWDP; and
the expected outcomes envisaged under the project will not only be achieved but
enhanced significantly.

IL BACKGROUND AND RATIONALE FOR ADDITIONAL FINANCING

Original Project Objectives and Scope:

4.  The original Credit (Credit # 3907-IN) was approved on April 14, 2004 and became
effective on September 10, 2004. The original project development objective (PDO) of
Uttarakhand Decentralized Watershed Development Project as defined in the
Development Credit Agreement is: “To improve the productive potential of natural
resources and increase incomes of rural inhabitants in selected watersheds through
socially inclusive, institutionally and environmentally sustainable approaches.” A
secondary objective is to support policy and institutional development in the state to
harmonize watershed development projects and programs across the state in accordance
with best practices. The project encompasses three themes: (i) community participation in
watershed development and management aimed at integrating land-water use with the
objectives of moisture retention and biomass production, while simultaneously enhancing



incomes and livelihood options; (ii) strengthening administrative capacity of Gram
Panchayats to manage project financial resources, implement sub-projects, deliver legally
mandated service (in the context of natural resources management), and to sustain those
services beyond the duration of the project; and (iii) ensuring equitable participation by
all groups — especially the landless and women who rely disproportionately on common-
resources for fodder, fuel and other forest products.

5. The original project included provisions for the following activities or components:
Component 1: Participatory watershed development and management; Component 2:
Enhancing livelihood opportunities; and Component 3: Institutional strengthening.
Barring this, there is no restructuring of the project and the development objectives
remains valid throughout the implementation period. The original objectives and design
of the project would remain unchanged in the scaled-up operation.

6.  The project focuses on protection of watersheds, along with community-level capacity
building and promotion of livelihoods. The mid-Himalayas cover about one third of the state
and covers eleven out of thirteen districts of the state. The project is spread over an area of
around 238,000 ha, ranging from 700 m to 2000 m altitude in 76 selected micro watersheds in
the middle Himalayas. About 451 Gram Panchayats (GP) identified in 18 blocks of 11
districts are participating in this project. A GP is the local government authority at village
level with an executive body elected by the villagers and with responsibility for
administration, management and development of village resources. A total population of
254,000, living in the project area will benefit from it.

Project Performance to Date:

7.  UDWDP has consistently achieved and in some cases exceeded its mid-term review
targets (mid-term review conducted November 17-26, 2008). Satisfactory progress has been
made towards the achievement of the development objectives. There are also additional
special features of the project which while not easily quantifiable are tangible in their
contribution towards achieving the PDO:

e Strengthening of the Panchayat Raj Institutions (PRIs) and women
integration in the PRI system as vocal decision makers;

e A comprehensive watershed management treatment with a ridge-to-valley
approach; ‘

e An integrated monitoring system that combines social audit with GIS
technologies;

¢ An innovative approach to forest protection while using biomass for
domestic fuel usage (pine needles pellets); and

e The demonstration of agribusiness private-public partnership models
through farmer federations.

8.  Key project data is tabulated below:



Table 1: Key Project Data

Key Project Data Key Performance Ratings*
Last | Now
Board Date May 20, 2004 Development Objective S S
Effectiveness September 10™, 2004 Implementation Progress S MS
date
Closing date March 31%,2012 Financial Management MS MS
Project age 50 months Procurement S S
% of project age ~ 56% Project Management S S
Total Credit SDR 47.40 (US$77.5M) | Counterpart Funding S S
% of credit 36.6% M&E S S
disbursed

TS = Satisfactory, MS = Moderately Satisfactory

Participatory Watershed Development and Management

Watershed Development and Forestry: About 40% of the arable land has received
soil and moisture conservation support including the support for various on farm
activities and demonstration of high value crops. Roughly 15% of the non-arable
land is treated under the project — mainly through plantation, soil conservation
and pasture development.

Biomass productivity: At mid-term review, 10.1% of the GP area has been treated
with conservation/production measures. It this trend continues, the target of
increasing by 10% the biomass and vegetative index of the targeted watershed
areas is likely to be achieved.

Enhancing Livelihood Opportunities

Income generation in project villages: The real household income growth in
Project village households increased by 7% during project implementation. Since
the Project start, the irrigated areas has increased by 10%, cropping intensity has
increased by 24%, and crop yields have increase by 7%. The area under high
value horticulture has increased by 30% in the project villages.

Agriculture: The project has promoted demonstration activities for improved
agricultural production techniques in 1,355 ha, and compact demonstrations in
1,291 ha.

Livestock: The project has established 94 Natural breeding centers, constructed
1,976 shelters for VGs’ animals, 2,043 mangers, and distributed 264 chaff cutters
improving the effective use of fodder and stall feeding.

Institutional Strengthening

o At the village level the Project has developed a sound institutional system. The

institutional setup consists of Self-Help Groups (SHG), Farmers Interest Groups
(FIG), and Vulnerable Groups (VG). The extensive community mobilization has




led to the formation of several new SHGs in line with Gol guidelines. Over the
last 3 years, the project has facilitated formation of approximately 3,000 SHGs
which are independent and self-managed.

Rationale for Additional Financing:

9.  Additional financing will be provided through as a grant from GEF following the
principles of leveraging IDA co-financing. The additional financing is provided as incremental
to the on-going project and is aimed at enhancing the sustainability of the on-going watershed
activities. The ongoing project has exhibited that given necessary inputs and financial support,
adopting watershed management in the Himalayan mountain region could immensely benefit
the local communities. The GEF additional financing will ensure the consolidation of
watershed activities in 20 micro-watersheds out of 76 identified micro-watershed in the
UDWDP. In addition GEF support will focus on a select number of watersheds that are
experiencing intense erosion, low socio-economic status, most of them situated close to the
agricultural frontier. These factors combined lead to severe land degradation, high threat to
biodiversity and unknown consequences of climate change. The integration of global
environmental concerns in successful watershed management practices would add value to the
approach which can also be applied to other mountainous states in India.

10. The GEF additional financing will provide additional technical assistance for eliciting
community participation in rehabilitation of degraded watersheds, carbon emission
reduction, biodiversity conservation and management, development of sustainable
livelihoods and adoption of cleaner and energy efficient fuels. The grant funds from the
“Piloting an operational approach to adaptation” GEF strategic area will also fund a study
to develop an understanding of the impacts of climate change on natural resource base
mountain economies and develop climate change adaptation strategies in mountainous
regions. Such a study will facilitate behavioral changes among farmers as a result of better
understanding of the consequences of climate change such as the ‘agriculture frontier’
moving uphill and affecting the prevalent land use and land management systems in the
state.

11.  Expected incremental benefits resulting from the integrated approach are protection of
ecosystem integrity leading to long-term conservation of biodiversity thus providing
resilience to future shocks from increased variability and climate change impacts. It will also
include improved management of soil and water leading to enhanced direct use values such
as increased availability of surface and groundwater for domestic use, irrigation and
livestock, and enhanced indirect values such as increased carbon sequestration, reduction in
top soil erosion and reduced vulnerability to flooding and erosion during extreme events.
Improved soil and water management will further result in increased production and
delivery of high value and environmentally beneficial produce resulting in an enhanced
value of the natural resource base that in turn will be reflected in investments in its
sustainability and productivity. Improved understanding of the impact of climate change on
natural resource based mountain economic systems will allow for preparation of an
adaptation strategy in response to those changes. '



III. PROPOSED CHANGES

12. The additional GEF financing does not change anything in the design of UDWDP.
Additional global objective will be added to the original UDWDP objective to enhance its
sustainability. The proposed additional financing will not change the project management,
financial management, procurement and environmental and social arrangements.
Consequently, the global environmental objective formulated for the proposed project aims
to support the restoration and sustainability of ecosystem functions and biodiversity while
simultaneously enhancing income and livelihood functions, and generating lessons learned
in these respects that can be up-scaled and mainstreamed at state and national levels. To
achieve this objective the project will expand the geographic coverage by including
additional 20 micro-watersheds with specific attention of sustainability and resilience of the
watershed ecosystem.

13.  Participatory watershed development and management will depend heavily on the
capacity of village organizations to take account of common property resources in their
planning and management. Capacity building of village institutions will thus be crucial as a
prerequisite for a successful accomplishment of watershed level planning and implementation.
The additional financing targets 20 micro-watersheds that have high erosion indices, left
behind in terms of socio-economic and other criteria and are predominantly situated close to
the agricultural frontier. With this targeted approach on the most vulnerable areas, the impact
of the project will be positive both in socio-economic.and environmental terms. The strategy is
thus based on two mutually supporting approaches and is fully in line with the strategy that the
government of Uttarakhand has adopted for addressing rural poverty and sustainable natural
resource management.

14, The GEF additional financing aims to: (i) mainstream sustainable watershed
management approaches into Gram Panchayat (GP) watershed development plans. These
plans will integrate watersheds lying outside the authority of GPs but under the management
of the Forest Department. These plans will be endorsed at all levels of local and state
government thereby ensuring proper implementation, resulting in reduction in soil erosion
rates, enhancement of biomass and enhanced availability of water in the watershed
throughout the year. They will also include appropriate fire management practices,
including technological solutions for utilization and conversion of chir pine' biomass into
briquettes for meeting household and other energy requirements of communities. This
innovation will result in a reduction in the incidence of fire in the treated micro watersheds
and at the same time reduce dependence on fuel wood. Through the introduction of pine
briquettes on the market, they will contribute to diversifying family income and to a
sustainable livelihood; (ii) contribute to enhance biodiversity in quantitative and qualitative
terms at watershed level through domestication and cultivation of threatened medicinal and
aromatic plants; and (iii) enhance the understanding of the impact of variability and climate
change impacts on the mountain ecosystems and help devise adaptation and mitigation
strategies. All these measures combined, will significantly add to the long-term security of
globally threatened, fragile and vulnerable mountain ecosystems. The attached results

' Pinus roxburghii (Lat)



framework lists the specific indicators that will be monitored to ensure that the watershed
plans deliver the results for which they will be designed.

15.

A brief description of the activities to be funded under the proposed additional

financing is given below:

Activity 1: Watershed planning through community participation: This
component provides technical assistance for watershed planning and community
participation. Community participation will be done through the development of
participatory decision-making processes at the revenue village, Gram Sabha and
Micro Watershed levels. The Gram Panchayat Watershed Development Plans
(GPDWP) formulated under ongoing UDWDP will be consolidated into micro-
watershed level plans. The various watershed interventions which could not be
carried out under the budget envelope of UDWDP will be identified using
participatory approaches and consultation with the communities. Geographically
contiguous areas of micro watershed, even if outside the Gram Panchayat (GP)
but under the Forest Department, will be included in this approach to ensure a
holistic approach in the management of watersheds. Apart from the GP, the Van
Panchayat (VP), Revenue Village Committee (RVC) and other user groups will
also be involved in the development of these watershed development plans. In
total 20 micro watershed plans are to be developed for implementation as a part of
this project. The planning process will be used to sensitize the communities on
the ecosystem degradation and promote incremental measures for sustaining the
ecosystem’s functions.

Activity 2: Controlling land degradation through the SLEM approach at the
watershed level: This component is to reduce soil erosion and enhance biomass
and the availability of water in the watershed through the year. The planning
process under Component 1 will result in a Micro Watershed (MWS) level
watershed treatment plan which will be finalized after consultation with all
stakeholders groups. For watershed intervention in areas beyond the boundaries
of the GP (inter GP - which will mainly be Reserve Forest area), about 20% of the
total budget allocation for the respective MWS will be kept aside. There will also
be a component of community contribution towards the cost of each sub-project
and they will also be involved with the operation and maintenance of the
developed watersheds.

Activity 3: Reduce pressure and dependence on the natural resource base
through fostering markets for Non-Timber Forest Products (NTFPs): This
component focuses on the identification of new technologies to meet household
energy needs, reduce dependence on firewood and to market the produce created
through these technologies. The pine briquettes technology piloted successfully
under UDWDP will be scaled-up. SHGs and VGs will be encouraged to take up
the activity as an income generation activity. Small market infrastructure and
linkages to sell the briquettes will be developed. About 15% of the budgetary
allocation will be utilized for scaling up pine briquettes model demonstration
along with promotion of miscellaneous innovative activities fulfilling the above
objectives. 10% will be utilized for creation of small infrastructure facilities for



marketing support and 5% for capacity building and consultancy support for
developing market linkages.

Activity 4: Enhance biodiversity conservation and management through
watershed planning and community participation: The aim is to qualitatively
and quantitatively enhance biodiversity at the watershed level. This will be done
through a series of interventions. While there is a planned focus on biodiversity
conservation through ongoing programs aimed at identification of sustainability
livelihood options, the collection of empirical evidence of increased fauna and
flora will contribute for elevating the biodiversity conservation efforts at a more
sustainable level. The reduction of soil erosion, reduced pressure on biomass for
energy and watershed management will also both directly and indirectly
contribute to biodiversity conservation. Following interventions will be taken up
under this component: (i) Demonstration of cultivation of aromatic and medicinal
plants; (ii) Promotion of IGA by SHGs/ VGs with training and input support; and
(iii) Short studies for biodiversity and livelihood assessments. As needed
technical assistance for social inclusion of tribal and transhumant populations in
project areas will be provided under this cluster of activities.

Activity 5: Improve adaptation to Climate Change in natural resource based
production systems: This component is aimed at improving the understanding of
the impact of climate change on natural resource based mountain economies by
undertaking a State specific study. The results from the study will be used to
develop an adaptation strategy for the State of Uttarakhand for identified impacts
of climate change. The implications of the study will also be disseminated in other
mountainous states of India.

Activity 6: Documentation of best (worst) practices and dissemination of
within the state as well as nation-wide through the Sustainable Land
Management partnership: The documentation through short studies,
publications, short films and documentaries is aimed at enhancing knowledge of
SLEM, biodiversity conservation and adaptation to climate change in mountain
ecosystems. This documentation activity is not just aimed at good practices but
will also identify, analyse and document practices which have not worked well.
These will then be disseminated both within the state and also throughout the
country. The results of the program through the documentation will help to
mainstream sustainable watershed management approaches into GP watershed
development plans and will also enhance the understanding of the impacts of
climate change on mountain ecosystems to help device appropriate mitigation
strategies. The dissemination of the findings will be done by the SLEM CPP
through the system and network setup under the Medium Size Project for Policy
and Institutional Reform for Mainstreaming and Scaling-up SLEM. There will be a
total of 10 practices identified and documented as a part of this component. The
documentation is aimed at helping replication and scaling-up of good practices
identified through SLEM.

Activity 7: Project Management, Monitoring and Capacity Building: This
component will finance hiring of technical and non-technical staff on contractual



basis and other incremental operating cost under the project. For monitoring and
evaluation, external consultant will be hired and short studies commissioned from
time to time. In addition, the component will also finance the hiring of Financial
Review Consultant and capacity building of staff including exposure visit and
workshops.

16. A financing plan of activities to be supported under the GEF additional financing,
and IDA co-financing is presented in Table 2:

Table 2: Financing Plan

70,000 0, 70,

Watershe P g through comm '
participation

2 | Controlling land degradation through the SLEM 2,940,000 37,800,000 40,740,000
approach at watershed level

3 Fostering markets for non-timber forestry products 2,100,000 27,000,000 29,100,000

“4 | Biodiversity conservation and management through 1,050,000 13,500,000 14,550,000

watershed planning and community participation

5 | TA on adaptation to climate change 140,000 1,800,000 1,940,000

6 | Documentation and dissemination of project 175,000 2,250,000 2,425,000
experiences and practices

7 | IMME 280,000 750,000 1,030,000

8 | Project management and Capacity building of PM 245,000 6,000,000 6,245,000
staff

9 | Contingencies 490,000 0 0

Impact on Implementation Timeline

17. The project will be implemented over a period of 4 years. The effectiveness of the
project is expected during the first quarter of FY 2010, which is the 5th year of the
implementation of UDWDP. The additional GEF grant financing will not impact the
original implementation schedule of UDWDP activities. The proposed completion date of
GEF project is August 2013 which is justified by the seasonal nature of watershed
activities and time necessary for completion and preparation of ICR. The additional 17
months to complete the GEF activities are unlikely to impact the ability of UDWDP to
deliver the original scope of activities as planned. The GEF project has budget provisions

% The proposed additional financing from GEF will blend with the IDA funding allocated for watershed
development.



to cover the project management cost. During the project mid-term review, an assessment
of the optimal project management arrangements to complete GEF activities beyond
UDWDP closing date (March 31, 2012) will be undertaken.

IV.  CONSISTENCY WITH CAS

18. The project is consistent and will contribute to the Bank's strategic development
objectives of the Country Assistance Strategy (CAS) (Report No. 46509-IN). Challenges
to sustainable development from the rising demands on already scarce and often degraded
natural resources if not addressed would impacts -negatively human livelihoods and
growth prospects. Most environmental indicators exhibit negative trends, suggesting that
growth is having a negative impact upon the country’s natural resources. There is a
danger that resources depleted for current growth jeopardize future development
prospects. The proposed project activities are aligned with the objective of two of the
CAS pillars: (i) achieving rapid inclusive growth and (ii) ensuring development is
sustainable. The project is also will contribute to achieving several goals of the 27
national targets under India’s XIth Five Year Plan (2007-2012) linked to all the initiatives
that the Government has put in place to further the sustainable development of the natural
resource base and in particular the sustainable development of watersheds. The GEF
supported project will contribute to the implementation of the World Bank’s country
assistance strategy (CAS) through accelerating growth and pro-poor rural development
based on a sustainable utilization of the natural resource base. Through its link with the
UDWDP it will support better management of watersheds, while enhancing the
livelihood opportunities of the poor. The project focuses on protection of watersheds,
along with community-level capacity building and promotion of livelihoods.

V. APPRAISAL OF SCALED-UP PROJECT ACTIVITIES

Economic:

19. The economic and financial analysis of the UDWDP resulted in an estimated
economic rate of return of investments of 16.9 percent. This estimate might be somewhat
lower for the GEF additionally financed component as it is designed to operate in higher
risk areas such as the most eroded watersheds and at the frontier of the agricultural
boundary. On the other hand, productivity in these areas are presently lower than for the
somewhat better off areas and a successful outcome would therefore yield a higher return
on investment as the start is from a lower baseline. The design of the additional
component is based on the fact that grant funds have been made available for the
somewhat riskier areas and this, in combination with the environmental benefits, local as
well as global that can be expected from the GEF funded component, justifies the slightly
increased risk that the additional financing component is subject to as compared to the
base project. This, in combination with the fact that India now has a strong focus on
spreading the economic development to areas that hitherto have been left behind in the
development process should be a guarantee for a sustained effort on the objectives
defined for the GEF financed additional component. The rigorous M&E system designed
to continuously monitor and correct project intervention efforts also maximizes the
possibilities for generating a high economic return on this additional investment. For the



purposes of the incremental valuation of GEF alternative and financing a qualitative
valuation of incremental environmental and socio-economic benefits is presented in the
GEF Full project Document for CEO endorsement.

Technical:

20. The GEF additional grant funds must, as per the conditions for GEF financing
contribute to both local and global environmental benefits. The GEF additional financing
has been planned accordingly. Thus, global environmental benefits will be achieved
through simultaneously supporting local and state level objectives related to reducing
environmental degradation through the watershed approach. Parameters that will be
measured to demonstrate progress will include reduction in soil loss, increased water
availability throughout the year, increase in biomass in treated landscapes, reduction in
forest fire and consequently increase of the carbon stock in treated landscapes. The global
benefits with regard to biodiversity will be related to a halt in biodiversity degradation in
the highly sensitive mountain environment of northern India. This will be measured
through increased presence of key indicator species including their migration uphill as a
consequence of climate change. It will also be measured through the frequency in
quantity and quality of medicinal and aromatic plants in the wild, as they will be
safeguarded by developing sustainable management approaches (including
domestication). Through rendering such plants an economic and commercial value, the
populations will have an interest in, and motivation for developing sustainable
management and harvesting techniques for them. The incremental benefits generated
through the additional GEF activities will corroborate through a reversal of the forest
degradation trend and regeneration of deforested areas, thus increasing ecosystem health
and services rendered. Linkages with institutions and organizations active in both the
government and non-governmental sectors will be established to avoid duplication of
efforts and to tap their expertise in the areas of medicinal plant cultivation, value addition
and marketing.

Institutional:

21. There are no major institutional issues with the ongoing UDWDP. The
implementation arrangements for the GEF activities will follow the governance and
management structure that have been put in place for the on-going project. Box 1
provides a brief description of the institutional framework for project oversight and
implementation:

Box 1: Project Governance Framework

Government of Uttarakhand: At the State Government. level, a ‘Secretary Watershed’ is in place to lead
watershed developments in the state. A dedicated watershed management directorate is functioning as the
nodal agency for watershed development in the state. The Watershed Management Directorate (WMD) under
the leadership of a Chief Project Director will be responsible for the overall implementation of the project
including GEF funded activities. The main responsibility of WMD will include (amongst others) to ensure: (i)
that adequate staffing is provided at all levels to implement the project and achieve its objectives; (ii) the
orderly implementation of various components; (iii) ensure that adequate and timely training is provided to
all stakeholders, including project staff, to fulfill requirements; (iv) that project accounts are maintained in
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accordance with the project’s financial regulations; (v) that systems are in place for timely release of funds to
the concerned project units and implementing user groups; (vi) that baseline, midterm and end of project
reports are delivered as per work plan and schedule; (vii) that physical and financial progress is monitored
through the project’s Management Information System (MIS); (viii) that the project is implemented in
accordance with its work program and comply with its Environment and Social Management Framework
(ESMF) and other such requirements as agreed with the World Bank and GEF, and (ix) to ensure regular flow
of information on implementation of GEF activities to the SLEM CPP National Steering Committee.

State Steering Committee: A state level Steering Committee under the chairmanship of the Principal
Secretary and the Forest and Rural development Commissioner is established to provide overall guidance,
policy support and to facilitate inter departmental coordination. The Chief Project Director is the secretary of
the committee. The committee is composed of representatives from relevant Government. departments such as
rural development and agriculture. Up to 50% of the committee members are elected representative of PRIs,
Zilla Panchayat (local government institutions), NGOs, Academic and technical institutions.
District/Divisional Level: Below the Chief Project Director (CPD), the WMD has two Project Directors
(PDs), one each for Garhwal and Kumaon region. Below the PD are Deputy PDs (DPDs) each with a
number of Multi-disciplinary Teams (MDTSs) made up of 4-6 specialists. The MDTs include experts in the
areas of horticulture, agriculture, animal husbandry, minor irrigation, forestry and community mobilization.
The community mobilizers are being provided with two regional level field NGOs (One each in Garhwal
and Kumaon region). The MDTs facilitate interaction with the GPs with regard to community mobilization,
participatory appraisals and need assessments to be undertaken at village level. The MDTs are assisted by
village motivators who are members of the villages. The MDT is responsible for: (i) dissemination of key
messages to the community regarding the project’s rules, procedures and terms of participation; (ii)
orienting the community on project objectives; (iii) facilitating the formation of Revenue Village
Committees (RVC) and other appropriate users groups; (iv) facilitating the preparation of MWS level
plans; (v) facilitating general meetings of the Gram Sabha or User groups for approval of plans; (vi)
assisting in transmitting the MWS plans to the DPDs for appraisal; (vii) ensuring smooth and timely fund
flow; and (viii) ensuring that timely training is provided to all stakeholders requiring such training in order
to implement the project in accordance with guidelines.

Revenue Village Committee and other User Groups: The Responsibility for preparation of the micro
watershed plans at the village level will lie with the revenue village committees and approved by GP. The
planning process will be participatory and technical support will be provided by the MDT. GP/RVC and
other user group level plans will be consolidated at the micro watershed level by the concerned MDT and
subsequently forwarded to DPD for technical and financial appraisal and final endorsement. Actual
implementation of the activities as identified in the MWS plans will be carried out by the concerned RVC
and other User Groups, Vulnerable groups, Self-Help Groups (SHGs) or individuals. In case all the above
mentioned groups express inability to implement any given activity and this is communicated in writing to
the DPD concerned, the activity may be carried out departmentally.

Reporting Arrangements and M&E Process:

22. The Watershed Management Directorate (WMD) guides the Monitoring and

Evaluation of the ongoing UDWDP. The M&E strategy for the on-going project will be

extended to the GEF additional financing. Additional monitoring parameters have been

added to respond to the GEF specific indicators and are specified in a results framework

specific to the GEF additional component. The following levels of monitoring are being

pursued under UDWDP and the GEF additional financing will be included in all of them:
¢ Internal Monitoring

External Monitoring

Participatory Monitoring and Evaluation (PM&E)
Environmental and Social Safeguard Monitoring and
Evidence based monitoring
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23. Box 2 provides details on the project monitoring arrangements:

Box 2: Monitoring and Evaluation of Project Results

Internal monitoring: At WMD, a Deputy Project Director (DPD M&E) heads a six-member team
responsible for initiating and coordinating ongoing monitoring of project implementation and for
conducting impact studies. The team consists of an economist, a GIS analyst and three assistants for data
entry and statistics. From time to time, monitoring teams are constituted with members drawn from various
technical wings of the directorate who regularly visit the project area. Progress in relation to the annual
work programs will be documented on a monthly basis through Monthly Progress Reports (MPRs)
generated at the division level and consolidated at WMD level. The data will be captured in the
Management Information System (MIS). A separate module for the GEF component will be designed.
Validation of MIS data will be undertaken through validations in the field on quarterly basis. Annual work
programs will also include timetables for undertaking regular impact studies that will be derived directly
from the result framework. Random field visits, monthly meetings, checklists, brain-storming amidst all
stakeholders will be undertaken at district level while at regional level this will occur on a half yearly
basis. These visits and various forms of interaction with stakeholders will be an integral part of the M&E
plan. At the state level, there is a State Steering Committee under the chairmanship of the Principal
Secretary, Government of Uttarakhand. The committee consists of secretaries of concerned line
departments and of NGO representatives. Besides ensuring inter-departmental coordination at state level,
this committee also has the mandate of monitoring and evaluating the progress of the project and may
request periodic targeted studies to feed into the ongoing implementation process or for proposing broader
policy changes. A distinct M&E effort to monitor and record impacts of GEF activities will be undertaken
for reporting purposes to ICFRE - the technical facilitation organization overseeing the SLEM CPP at
national level and to the Bank.

External Monitoring: An external agency will carry out a baseline survey, concurrent evaluations and the
final evaluation. In order to secure quality monitoring and evaluation of the GEF component, the external
monitoring arrangements of UDWDP will be extend to the GEF component. At present The Energy and
Resources Institute (TERI) provides the external monitoring consultants for UDWDP. The Terms of
Reference of TERI will be modified to include the monitoring arrangements and parameters specific to the
GEF initiative. TERI will carry out M&E for the GEF component on a 10% sample basis. At present TERI
has collected base line information on 263 attributes from a sample of 100 selected GPs (20% sample basis).
The GEF initiative will be implemented in 20 selected MWS. The same baseline information will be collected
for the GEF project but, in addition, GEF specific baseline requirements will be included in the survey. The
requisite information will be collected through discussions with village communities, through focus groups
discussions across different social and income groups and through questionnaire surveys. Subsequent to
having established the baseline, external monitoring will be undertaken as of the second year and thereafter on
an annual basis. All monitoring reports will be submitted to Ministry of Environmental and Forest, the
ICRFE, TFO selected for implementation of SLEM CPP, and the World Bank. During the last year of project
implementation, a final impact evaluation will be undertaken by the external consultant.

Participatory Monitoring (PME): The annual work programs for the GEF component will include a plan for
implementing a process evaluation to assess how the participatory indicators are performing during the
implementation phase. The participatory indicators in use for evaluation in UDWPD will be modified to
include indicators relevant for the GEF additionality. The PME will be carried out by GP level PME teams
constituted in every GP under UDWDP. The PME teams include representatives from all stakeholder groups
at GP level. They have the mandate of carrying out participatory monitoring and evaluation of project
implementation in respective Gram Panchayat on a half-yearly basis. The project’s team of experts from
different technical disciplines and for social mobilization will assist in conducting the PME. To ensure
maximum community participation, other community members (apart from the designated 15 members of
PME team) will also be encouraged to participate in the exercise. Participatory monitoring will be linked to
capacity building of community institutions to allow them to monitor the entire process during both
implementation and post implementation.

Environmental and Social Safeguard Monitoring: This form of monitoring is integrated with the
development and implementation of the micro watershed management plans as they are prepared in

12




accordance with the Environmental and Social Management Framework (ESMF). Indicators that will be
added to the ESMF in response to the GEF initiative, such as water quantity and quality, soil quality, floral
and faunal diversity, employment generated, improved income and changes in labor requirements (of
particular interest in relation to women and children) will not only add strength to the evaluation of watershed
interventions but also promote community participation in monitoring for sustainability and equity. There is
substantial capacity to use GIS packages within WMD. This capacity will be augmented by provide training
on the use of remote sensing images in conjunction with up-to-date GIS software packages and equipment.
Evidence based monitoring: The GEF initiative will generate specific lessons learned, case studies and
success stories. This body of new knowledge and experience will constitute evidence based monitoring
results that will be captured through all the above levels of monitoring. The data base on lessons learned
will be shared with ICRFE and used for knowledge dissemination. ICFRE as necessary, in coordination
with WMD will undertake filed visits to project sites to record good SLEM practices.

Linkages with ongoing government M&E:

24. As mentioned above, there is, at state government level a State Steering Committee
(SSC) under the chairmanship of the Principal Secretary, Government of Uttarakhand.
The committee consists of secretaries of concerned line departments and of NGO
representatives. Besides ensuring inter-departmental coordination at state level, the SSC
has the mandate of monitoring and evaluating progress of the project and may request
evaluative studies to be undertaken as inputs to understand better the ongoing
implementation process or for proposing broader policy changes. The common watershed
guidelines of the Government of India came into force on 1st April 2008. As per these
guidelines, a state level nodal agency (SLNA) had to be established by September 2008.
The SLNA has been mandated with the task of monitoring all watershed projects in the
state. After the setting-up of SLNA in the state, the M&E will be linked to the SLNA in
order secure continued monitoring post project completion date.

Linkage to the SLEM-CPP:

25. The Sustainable Land, Water'and Biodiversity Conservation and Management for
Improved Livelihoods in Uttarakhand Watershed Sector Project (the GEF additionality)
has been included in the pipeline of the Bank led projects of India SLEM-CPP. National
level coordination and oversight of projects under SLEM-CPP will be carried out
thorough the established arrangements with MoEF and the Indian Council of Forest
Research and Education (ICFRE). ICFRE will be responsible for mainstreaming and
facilitation of policy improvement for scaling lessons learned from SLEM CPP pipeline
projects including those led by UNDP and FAO. This will include policy advice as well
as guidelines and approaches with regard to planning and implementing natural resources
based economic activities. A number of different media will be used including, printed
material, videos, workshops, seminars and different e-learning techniques for knowledge
sharing and outreach. Lessons learned will have a wide audience willing and able to
benefit from them to the maximum. In order to allow for this mainstreaming and up-
scaling process to proceed efficiently, each project under the SLEM-CPP will submit
progress and evaluation reports to ICFRE which will, in turn stay in close contact with
each one of them in order to be able to carry out its mandate effectively.
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Procurement:

26. Procurement for the proposed project would be carried out in accordance with the
World Bank’s "Guidelines: Procurement under IBRD Loans and IDA Credits" dated May
2004; revised October. 2006 and "Guidelines: Selection and Employment of Consultants
by World Bank Borrowers" dated May 2004, revised October. 2006 and the provisions
stipulated in the Legal Agreement. There are no procurement issues particularly related
to the proposed additional GEF grant. The project will follow the established
procurement arrangements of the UDWDP, which are being satisfactorily implemented.
The GEF activities will be supervised in accordance with the supervision schedule of
UDWDP at least twice a year. The semi-annual progress reports will provide information
on the implementation of GEF activities in a format and with the level of details required
to provide a consistent picture of progress made or implementation deficiencies. The
procurement will be undertaken at the GP level with the WMD level procurement
accounting for a small potion of project funds. The Project Implementation Manual will
be used. A supplemental PIM sections for implementation of the GEF grant provides
further guidance on the GEF funded activities. The project will use the qualified
procurement staff currently involved in the UDWDP. Should any procurement capacity
needs occur to meet the project requirements the GP will be responsible to train
Multidisciplinary Teams. The procurement risks for the additional financing have been
assessed and rated “moderate”.

Financial management:

27. The main project has been effective from 2004 with the financial management
system of UDWDP been established and working well in the field, generating timely
accounting reports, submitting timely FMR, SOE and audit reports. The FM rating for the
project has been consistently “Moderately Satisfactory” for the past two years. The
current financial management system of UDWDP is adequate to meet the needs of the
proposed additional GEF grant financing. As the implementation arrangements for the
GEF additional financing, would be in line with the existing Uttarakhand watershed
project, the FM arrangements for the additional financing would also follow the FM
arrangements as per the existing project. The overall FM risk rating for this project is
Moderate.

28. The funds for the project would flow through the state budget as it is being done for
the existing project. The state government would introduce a line item for the GEF grant
funding under the existing UK WDP-Gramya project budget head. This budget line would
be used by WMD for incurring GEF related expenditure. As this line item will be created
under the existing head, the required budget can be transferred from the main head. The
project would be required to create the budget line item and would be required to do the
budget allocation, once the additional financing is approved by the Board. This would be
conformed during the negotiations. Annex C provides details on the flow of grant funds,
progress reporting, audit requirements, disbursement categories and agreed actions.
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Environmental and social aspects:

29. There are no modified, expanded or new activities that will raise concerns of
safeguard implications under the proposed additional financing. Therefore, the
Environmental and Social Assessment and Management Framework (the Framework)
prepared for the UDWDP is applicable. The safeguards category is S2 as more than one
safeguards policy is triggered but effects are limited and institutionally manageable.
There will be no new safeguard policies triggered. The project has been classified as a
Category ‘B’ project. Potential environmental and social impacts would arise mainly due
to the biophysical and socio-economic characteristic of the project areas, such as soil
fragility, poverty and high dependence of population and livestock on the natural
resources base. This has led to stressed environmental resources like land, water,
grassland and forests. The activities proposed for additional GEF financing do not
envisage any significant irreversible impacts due to the small scale of the proposed
activities. Conversely, the activities would result in positive environmental and social
impacts, overall, if planned, implemented and designed in compliance with the social and
environmental provisions of the ESMF. Isolated and temporary effects may arise rather
inadvertently due to improper field practices with regard to surface water flow or changes
of water availability. It is not possible to foresee this at this stage but the M&E system
that has been put in place should capture such situations at an early stage and allow for
corrective measures to be taken before any significant negative effects result. The
Framework that has been put in place for UDWDP will serve as a template for the
additional GEF activities to undertake activity specific environmental and social
safeguards assessments. Monitoring safeguards would be effected both through location-
based enforcement and project based M&E system.

VI. EXPECTED OUTCOMES

30. The project is expected to provide significant outcomes in technical terms, in terms
of policies and guidelines for an ecosystem approach to sustainable land management in a
mountainous environment. The specific challenges that such an environment poses will
be addressed in terms of climate change, land degradation and biodiversity ‘conservation
based on the approach that rendering biodiversity an economic value is the best way of
safeguarding its sustainability. The ultimate outcome of the project is therefore a
combination of restoring and sustaining ecosystem functions and biodiversity while
simultaneously enhancing income and livelihoods, and generating lessons learned in
these respects that can be up-scaled and mainstreamed at state and national levels, the
latter through the link with the SLEM-CPP up-scaling project.

31. The outcomes have been defined as four distinct products: (i) Sustainable
Watershed Management mainstreamed into village level Watershed Development Plans
including parts of Micro-watersheds lying outside the boundaries of the village; (ii)
reduced soil erosion, increased bio-mass and enhanced availability of water in the
watershed throughout the year; (iii) adoption of new technologies, processes and
production systems for creation of markets for non-timber forest products; (iv) improved
biodiversity in qualitative and quantitative terms at watershed level; (v) enhanced
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understanding of the impacts of climate change on natural resource based mountain
economies.; and (vi) replication and up-scaling of policies, approaches and guidelines for
sustainable land and ecosystem management, including biodiversity conservation and
adaptation to climate variability and change in mountain ecosystems.

32. These outcomes are supported by several quantifiable outputs, including, but
limited to: (i) 20 Participatory Micro watershed management plans completed and under
implementation; (ii) improved technologies and approaches for enhancing water
availability for agriculture and domestic use demonstrated; (iii) 200 households have
reduced their dependence on forest for fuel-wood; (iv) at least five medicinal and/or
aromatic plants cultivated by communities in the 20 targeted watersheds; and (v) at least
10 policies, guidelines and approaches for sustainable land and ecosystem management
documented and disseminated at state and national level through different forms of media
(printed as well as audio-visual).

VII. BENEFITS AND RISKS:

33. The GEF additional financing will be targeted at well defined initiatives related to
watershed management. This will be done in support of a project with a broader agenda
that i.e. include substantive support to capacity building at village and other local
government levels. The impact of the GEF funds can therefore be maximized both at the
local level and watershed level. In addition, through this project’s linkage to the SLEM
program, the lessons learned will feed into a larger context and be made available for up-
scaling and mainstreaming not only within the state of Uttarakhand but also in other
states. Technical guidance and application of best practices in sustaining ecosystem
functions and biodiversity and enhancing livelihoods will be of particular interest for
other mountainous states in India while experiences related to villages and local
government level planning and management of watersheds and the natural resource base
will be of wider applicability.

Risk and Risk Mitigation

The risk rating for the proposed additional grant financing is moderate to low. The GAAP
prepared for the UDWDP (Annex D) will apply to the proposed GEF project. Details on
the implementation and fiduciary risks are included in the table below:

Table 3: Risk and Mitigation

Risks Mitigation Efforts Risk rating
Implementation: Extensive social mobilization will take place to Low
facilitate participatory watershed planning and
1. Limited community development processes at the micro-watershed levels
participation in project through the involvement of all stakeholders in the area.
activities related to The participatory approach will depend heavily upon
biodiversity conservation and | building capacities of the local institutions and user
management groups. The experience gained up to date in
participatory watershed planning under the UDWDP is
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a solid foundation for social mobilization and
community participation.

* 2. Commitment to protecting | Special care will be taken to ensure that all the Moderate
common property resources stakeholders are identified, actively involved, and
such as natural forest and associate themselves in the micro-watershed plan
| plantation sites varies development and implementation.
! 3. Social conflicts in villages | Each stakeholder will be actively involved in the Moderate
due to conflicting interests of | formulation and implementation of the micro-watershed
different stakeholder groups | plans. The plans should respond to the needs of the
. stakeholder groups.
" 4. Limited distribution Products that will be identified and developed under the | High
. system for inputs and project will be based upon market research and where
produce that would slow necessary, support distribution systems,
down the effectiveness of the
- income generating activities
Sustainability: The GEF additional financing is part of a larger Low
UDWDP and supports the 11% Five Year Development
1. Limited resources to scale | Plan of the Gol to target marginalized population
up the SLEM mainstreaming | groups throughout the country. The umbrella SLEM
interventions after the CPP of which this project is part and through the
withdrawal of the project support to Policy and Institutional Reform for
Mainstreaming and Upscaling SLEM (Medium size
GEF project) will eventually increase the demand for
planning resources to support sustainable watershed
management programs at national and state level.
2. Natural calamities like The micro-watershed management plans will address Moderate
earthquakes, landslides due erosion and land degradation issues thereby,
to excessive rain and minimizing the risk of landslides. The interventions
uncontrolled breakout of fire. | involving the use of chir pine needles will also
contribute to the control of forest fires.
Safeguards: The institutional arrangements to implement ESMF and | Moderate
ensure coordination and monitoring of the
ESMF is in place but environmental and social aspects among-all

implementation is inadequate
due to capacity constraints at
GP level

implementing partners are in place. This includes
several MDTs comprising technical officers and
facilitators for social mobilization and designated
environmental specialist at the Head office at CPD.
Safeguards aspects will be monitored during each
supervision mission.

VIII. FINANCIAL TERMS AND CONDITIONS FOR THE ADDITIONAL

FINANCING

34.

Project conditionality will remain the same as for the original credit C3907-IN

“Uttaranchal Decentralized Watershed Management Project” in terms of implementation

requirements.
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ANNEX A: PROJECT RESULTS FRAMEWORK

Sustainable Land, Water and Biodiversity Conservation and Management for Improved
Livelihoods in Uttarakhand Watershed Sector

Project Development Objective

Result/Outcome Indicators

Use of Result Information

To restore and sustain ecosystem
functions and biodiversity while
simultaneously enhancing income
and livelihood functions, and
generating lessons learned in these
respects that can be up-scaled and
mainstreamed at state and national
levels;

20 number of Micro watershed
management plans completed and
under implementation

10% increase in livelihood
opportunities in treated areas;

e At supervisory and mid-term
assessments, review
performance of project planning
and implementation and make
recommendations for future
interventions

Intermediate Results

Results Indicators for Each
Component

Use of Outcome Monitoring

Community participatory watershed
planning expanded with an additional
focus on local benefits of sustainable
land and ecosystem management

Sustainable Watershed
Management mainstreamed into
20 GP plans including parts of
watersheds for which two or
more GPs have shared
governance responsibility;

Measure progress at regular
supervision and yearly monitoring
and data collection occasions and
adjust intervention practices
according to need.

Controlling land degradation through
the SLEM approach at watershed
level

20-30% of the area in selected
MWS under improved SLEM
techniques;

Increase in availability of water
in the dry season by 5% in the
treated MWS

10% increase in tree and other
vegetative cover in the 20 MWS,
Implementation of 5 to 10
alternative technologies and
approaches for enhancing water
availability for agriculture and
other domestic use

Measure progress at regular
supervision and yearly monitoring
and data collection occasions and
adjust intervention practices
according to need.

Reduce pressure and dependence on the
natural resource base through fostering

Markets for NTFPs

Reduction in dependency of 2000
households on forest for fuel
wood.

At least 20% of targeted
households enter market with
pine briquettes (produced from
pine needles).

10% increase in opportunities for
sustainable alternative
livelihoods (Non farm based
livelihood options)

Measure progress at regular
supervision and yearly monitoring
and data collection occasions and
adjust intervention practices
according to need.

Enhance biodiversity conservation
and management through watershed
planning and community
participation

Increase in direct and indirect
evidence of presence of key
species of flora and fauna in 20
MWS.

50% reduction in incidence of
fire in treated MWS

Cultivation of at least 5 local
medicinal and aromatic plants by
communities in 20 micro
watersheds.

Measure progress at regular
supervision and yearly monitoring
and data collection occasions and
adjust intervention practices
according to need

CEOQ Endorsement Template-Aug 29, 2007 doc
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Improve adaptation to climate change
in natural resource based production
systems

Improved knowledge of the
impact of climate change on
mountain ecosystems
documented and translated into
coping strategy.

Measure progress at regular
supervision and yearly monitoring
and data collection occasions and
adjust intervention practices
according to need

Documentation of Best

(Worst) practices to share within the
state as well as nation-wide through
the SLEM program

At least 5 to 10 new and
innovative techniques and
approaches documented,
disseminated and up-scaled
within the Uttarakhand state

At supervisory and mid-term
assessments, review effectiveness of
SLEM approaches and techniques
and make recommendations for
future interventions
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2.1.3

ANNEX B: PROCUREMENT ARRANGEMENTS

General

Procurement for the proposed project would be carried out in accordance with the World
Bank’s "Guidelines: Procurement under IBRD Loans and IDA Credits" dated May 2004;
revised October. 2006 and "Guidelines: Selection and Employment of Consultants by
World Bank Borrowers" dated May 2004, revised October. 2006 and the provisions
stipulated in the Legal Agreement. Procurement under different components is described
below. For each contract to be financed by the GEF Grant, different procurement
methods, consultant selection methods, the need for pre-qualifi¢ation, estimated costs,
prior review requirements, and time frame are agreed between the Borrower and the Bank
and stipulated in the Procurement Plan. The Procurement Plan will be updated at least
annually or as required to reflect the actual project implementation needs and
improvements in institutional capacity.

Procurement: The project comprises of seven components: (i) Watershed planning
through community participation (ii) Controlling land degradation through the SLM
approach at watershed level (iii) Fostering markets for NTFPs (iv) Biodiversity
conservation and management through watershed planning and community participation
(v) Adoption to Climate Change and (vi) Documentation of Best (Worst) practices to
share within the state as well as nationwide through the SLEM program and (vii) Project
Management.

Watershed planning through community participation Component: This component
provides technical assistance for watershed planning and community participation.
Community participation will be done through the development of participatory decision
making process at the revenue village, Gram Sabha [GS] and Micro Watershed [MWS]
levels. The Gram Panchayats Watershed Development Plans [GPDWP] formulated
under ongoing UDWDP will be consolidated into Micro Watershed Level Plans. In total
20 Micro Watershed Plans are to be developed for implementation as a part of this
Project. The planning process will be used to sensitize the communities on the ecosystem
degradation and promote incremental measures for sustaining the ecosystems’ function.
This component envisages small civil work through sub-project carried out by the
communities, hiring of few consultant services to carry out studies and conduct
workshops to sensitize the communities on the ecosystem degradation.

Controlling Land Degradation through the SLM approach at the Watershed Level:
This component is to reduce soil erosion and enhance biomass and the availability of
water in the Watershed through the year. There will also be a component of community
contribution towards the cost of each sub-project and they will also be involved with the
operation and maintenance of the developed watersheds. This component envisages
hiring of few NGOs, consultancy services, small civil works through sub-project.etc

Fostering Markets for Non-Timber Forest Products [NTFPS]: This component
focuses on the identification of new technologies to meet household energy needs, reduce

24



2.14

2.1.7

22

2.3

dependency on firewood and to market the produce created through these technologies.
Small market infrastructure and linkages to sell the briquettes will be developed. This
component envisages capacity building and consultancy support for developing market
linkages, creation of small infrastructure facilities for market support, consultancy
services for conducting workshops and training.

Biodiversity Conservation and Management through Watershed Planning and
Community Participation: This component aims to qualitatively and quantitatively
enhance biodiversity at the Watershed level. This will be done through a series of
interventions. The reduction of soil erosion reduced pressure on biomass for energy and
watershed management will also both directly and indirectly contribute to biodiversity
conservation. This component envisages hiring of NGOs, consultancy and conducting
workshops.

Adaptation to Climate Change: This component is aimed at improving the
understanding of the impact of climate change on natural resource based mountain
economies by undertaking a State specific study. The result from the Study will be used
for the State of Uttarakhand for identified impacts of climate change. This component
envisages hiring of consultancy services and workshops.

Documentation and Dissemination of Good Practices with regards to Decentralized
Watershed Planning and Management as well as with regards to Biodiversity
Conservation: The documentation through short studies, publication, short films and
documentaries is aimed at enhancing knowledge of SLM, biodiversity conservation and
adaptation to climate change in mountain ecosystems. These will then be disseminated
both within the State and also throughout the Country. The dissemination of the findings
will be done through SLEM CPP system, network setup under the medium size project
for policy and institutional reform for mainstreaming and up-scaling SLM. This
component envisages hiring of consultancy services, printing of publication and
conducting workshops.

Project Management: This component aims at project management, monitoring and
capacity building. This component envisages hiring of technical and non-technical on
contractual basis and other incremental operating costs under the project. There is a
provision to hire Financial Review Consultant and capacity building of staff including
exposure visit and workshop.

Procurement of Works: Small civil works is envisaged under this project through sub-
project by communities.

Procurement of Goods: Goods procured under this project would include: purchase of
office equipment, data collection and data analysis, office furniture, seeds, seedling,
fertilizers, small tools, machines adopting DGS&D rate contract or shopping method or
direct contracting depending upon the value of the contract.
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Direct Contracting: Goods which are proprietary in nature and estimated to cost less
than US$ 5,000 equivalent per contract may all be procured in accordance with the
provisions of Para 3.6 of the Procurement Guidelines.

Selection of Consultants: Selection of Consultant would include hiring of International
Consulting firms, national consultants and individual consultants for implementing all
components. Short lists of consultant firms for services estimated to cost less than $
200,000 or equivalent per contract may comprise entirely of national consultants in
accordance with the provisions of paragraph 2.7 of the Consultant Guidelines. NGOs
services required to implement component two of the project is to be hired following
Bank’s procurement guidelines.

Non-Consulting Services: required, the procurement will be carried out using Bank’s
SBD as agreed or acceptable to Bank.

Training and Workshop: Training will basically cover dissemination of information
and knowledge sharing to communities and project stakeholders.

Operating Cost: This will mainly include incremental and operating cost for hiring of
vehicles, purchase of consumables, repairs of equipments, purchase of stationery,
publication, production of short films and documentaries, meeting cost etc.

The procurement procedures and Standard Bidding Documents to be used for each
procurement method, as well as model contracts for works and goods procured, and its
steps are presented in the Project Implementation Manual.

Assessment of the agency’s capacity to implement procurement

This Project will follow the established Procurement arrangements of the UDWDP,
which are being satisfactorily implemented. The GEF activities will be supervised in
accordance with the supervision schedule of at least twice a year. The semi annual
progress reports will provide information on the implementation of GEF activities in a
format and with the level of details required to provide a consistent picture of progress
made or implementation deficiencies. The procurement will be undertaken at the GP
level with the WMD level procurement accounting for a small portion of Project funds.
The Project Implementation Manual of UDWDP will provide further guidance on how to
use the simplified procedures and processes as they may apply. The Project will use the
trained procurement staff currently involved in the UDWDP. If any procurement
capacity needs occur to meet the project requirements, the GP will be responsible to train
Multi Disciplinary Teams [MDT]. To ensure that procurement of GEF activities is
carried out in accordance with Bank’s Procurement Guidelines and in a time manner, the
GP staff will be trained.

Procurement Risks and Mitigation Measures: Bulk of the procurement under the

project falls and will be undertaken by the UDWDP, GP and the value of the procurement
also very small and the project is already implementing the UDWDP projects following
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Bank’s Procurement Guidelines. The staffs handling the procurement are already well
trained in Bank procurement procedures. As such the project does not carry a significant
risk related to procurement carried out by UDWDP and GP.

3.1.3 The UDWDP will also publish information of contracts entered into by it and costing
above INR 1,000,000 (US$25,000 approximately) on its website to bring about
transparency in decision making. UDWDP will maintain all records relating to
procurement for up to 2 years after the close of the project. It will also maintain a
separate record relating to complaints and their redressal.

3.4  Risks related to procurement and Mitigation Plan

The following table lists perceived procurement related risks and the mitigation plan.

Risk Action Mitigation measures
Completion
1. No uniform 1. During project |1. Bank Procurement Guidelines, SBD’s will be
procurement procedure | implementation |used by all the implementing/procuring agencies to
and SBD’s across the | phase have uniformity in procurement under the project.
country. Also for uniformity and capacity building

guidelines, templates, standard bidding documents,
standard evaluation reports shall be prepared and
shared with the PIUs.

2Probability of staff | 2. During project |2. Agree with the PIA that the trained procurement
handling procurements |implementation |staff will normally not to be transferred during the
being transferred phase project period

3. Capacity Building & | 3. During project |3. Joint project launch workshop which covers

training implementation  |review of procurement plans and responsibilities
phase and periodical training as a capacity building
measures by the Bank.

Joint project launch workshop which covers review
of procurement plans and responsibilities and
periodical training as a capacity building measures
by the Bank Provide Procurement staff with
training (e.g. at NIFM, ASCI etc) and follow up
with refreshers if required.
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PROCUREMENT PROCEDURES, DOCUMENTATION AND REVIEW

Gram Panchayats and Community Sub-projects

General:

At the community level, the GPs will procure goods, works and services using the
procedures and forms detailed in the CPM that has been prepared specifically for this
project and agreed with the Bank. MDTs o f the WMD will be the key facilitators and
would provide project related information to the GPs and the communities facilitate
planning within the framework o f the project and provide technical guidance and
oversight during implementation.

The following modalities shall be followed in selecting who will be chosen to carry out
the works: (i) first preference would be for the individual landholders in whose property
part (or all) of the concerned work falls; (ii) if such individuals do not accept to carry out
their portion o f the work, or if the works fall primarily on common lands, then the GP
will first explore the option o f awarding the works to eligible user groups, such as RVCs,
VPs, SHGs, etc., who will be responsible for providing all the required labor and material
inputs; failing which, (iii) the GPs may elect to carry out the complete work themselves
by mobilizing and providing the labor inputs, and also procuring the required materials
themselves, or by contracting out the labor to local groups or petty contractors but
procuring and supplying the required materials themselves; and, where such technical
capacities do not exist in the previous three options, as a last option, (iv) the GPs may
contract out the work to local contractors through competitive procedures (Shopping or
National Competitive Bidding (NCB)).

The CPM contains procedures, thresholds, forms and formats for all types of procurement
at this level.

4.1.2 The following is a summary o f those procedures and procurement thresholds:

4.1.2.1 Works:

a)

Procedures:

All contracts for small works or labor supply estimated to cost less than US$2,000
equivalent may be procured through direct purchase or direct contracting. Contracts for
works below US$50,000 equivalent may be procured through shopping by soliciting
three sealed quotations. GPs may, however, elect to award works/contracts estimated to
cost less than US$50,000 equivalent directly to eligible local user groups, such RVCs,
VPs, SHGs, etc. The forms and documents contained in the CPM shall be used for such
procurement.

All contracts exceeding US$50,000 shall be procured through NCB procedures using the
appropriate country specific bid documents agreed between GO1 and the World Bank.
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b)

Prior Review:

To reduce the number o f reviews and appraisals o f procurement actions related to sub-
projects by the concerned district based DPD o f the WMD, and to allocate more
responsibility to the beneficiary GPs, only contracts estimated t o cost .above US$30,000
equivalent shall be prior reviewed and cleared by the concerned district unit o f the
WMD.

4.1.2.2 Goods:

a)

Procedures:

Goods which are proprietary in nature and estimated to cost less than US$ 5,000
equivalent per contract may all be procured through direct contracting in accordance with
the provisions of Para 3.6 of the Procurement Guidelines. Goods of non-proprietary
nature, estimated to cost less than US$ 50,000 equivalent per contract may be procured
on the basis of Shopping procedure in accordance with provisions of Para 3.5 of the
Procurement Guidelines.

All items estimated to cost above US$ 50,000 equivalent shall be procured through NCB
using the country specific bid documents agreed between GO1 and the World Bank.

b)  Review:

To reduce the number o f reviews and appraisals o f procurement actions related to sub-
projects by the concerned district based DPD o f the WMD, and to allocate more
responsibility to the beneficiary GPs, only goods contracts estimated to cost above
US$20,000 equivalent would be required to be reviewed and cleared by the concerned
DPD o f the WMD.

4.1.2.3 Consultants:

4.2

4.2.1

The GPs may require to employ the services of NGOs, SHGs or other user groups for
training, demonstrations, etc. No contract is estimated to exceed US$1,000 equivalent,
and these may be procured through single source. Prior review by the WMD shall be
required for any contract estimated to cost more than US$1,000 equivalent.

Watershed Management Directorate

General:

Procurement at WMD will consist of: (i) works (construction o f small works such as the
rehabilitation/repair/construction o f staff quarters, office buildings, etc., at the district
level); (ii) goods (office equipment such as computers, furniture, supplies, vehicles,
communications equipment, etc); (iii) consultant services and NGOs that support the
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(@)

(b)

©

(d)

(e)

®

®

(h)
(i)

422

three project components; (iv) PNGOs and FNGOs; and (v) the employment o f agencies
to conduct independent review o f project progress and achievements.

All project activities t o be financed under the Credit would be procured in accordance
with the procedures in the World Bank’s Guidelines for Procurement under IBRD Loans
and IDA Credits (May 2004, Revised October 2006) and Guidelines for Selection and
Employment o f Consultants (May 2004, Revised October 2006). For NCB the following
will also apply:

Only the model bidding documents for NCB agreed with the GO1 Task Force, as
amended from time to time, shall be used;

Invitation for bids shall be advertised in at least one widely circulated national
newspaper, at least 30 days prior t o the deadline for bid submission;

No special preference will be accorded to any bidder, either for price or for any other
terms and conditions when competing with foreign bidders, state owned enterprises,
small scale enterprises or enterprises from any given state;

Except with the prior concurrence o f IDA, there shall be no negotiation o f price with the
bidders, even with the lowest evaluated bidder;

Extension o f bid validity will not be allowed without the prior concurrence of IDA (a)
for the first request for extension if it is' longer than eight weeks and (b) for all subsequent
requests for extension irrespective o f the period (such concurrence will be considered by
IDA only in cases of Force Majeure and circumstances beyond the control o f the
Purchaser or Employer.);

Re-bidding shall not be carried out without the prior concurrence o f IDA. The system o f
rejecting bids outside a predetermined margin or “bracket” o f prices shall not be used,;

Rate contracts entered into by Directorate General o f Supplies and Disposals will not be
acceptable as a substitute for NCB procedures. Such rate contracts will be acceptable for
any procurement under National Shopping;

The two or three envelope system will not be used.

The Contractor/supplier/consultant shall permit the Bank and/or persons appointed by the
Bank to inspect the Supplier’s offices and/or the accounts and records of the Supplier and
its sub-contractors relating to the performance of the Contract, and to have such accounts

and records audited by auditors appointed by the Bank if required by the Bank

Works

4.2.2.1 Procedures:
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No contract is expected to exceed US$500,000 equivalent, and the work is therefore not
amenable for packaging into a large contract. However, contracts estimated to cost the
equivalent of US$ 500,000 or more shall be procured following Bank’s ICB procedure.
All contracts estimated to cost above US$50,000 equivalent shall be procured through
NCB in accordance to the provisions of the World Bank‘s Procurement Guidelines (May
2004, Revised October 2006) and using the India specific standard bid documents for
Small Works. Contracts estimated to cost below US$ 50,000 equivalent may be procured
through National Shopping.

4.2.2.2 Review:

All contracts estimated to cost above US$300,000 equivalent shall be subject to the
World Bank*s prior review.

42.3 Goods

4.2.3.1 Procedures:

[i]

[ii]

[ii]

[iv]

ICB: All other contracts estimated to cost the equivalent o f more than US$200,000
equivalent shall be procured through ICB procedures. Domestic preference will be
available in ICB.

NCB: Contracts estimated to cost more than US$ 50,000 equivalent but less than the
US$200,000 equivalent per contract would be procured following NCB procedures as
defined in the Guidelines.

Shopping: Goods (including vehicles) estimated t o cost less than US$50,000 equivalent
per contract would be procured using National Shopping procedures in accordance with
paragraph 3.5 of the Guidelines.

Direct Contracting: Proprietary items estimated to cost below US$5,000 equivalent may
be procured through direct purchase as per para 3.6 of Guidelines - Procurement under
IBRD Loans and IDA Credits May 2004 revised October 2006. All goods (petty items)
purchases estimated to cost less than US$500 equivalent may be procured under direct
contracting.

424 Review:

All ICB procurement shall require the Bank’s prior review.

5.

Training and Consultancies
Training and consultancy services includes the hiring of PNGOs, FNGOs, other NGOs,

government institutions, training institutions, individual consultants and firms. About 60
percent o f training expenditures would be for the training and capacity building of GPs
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5.1

5.2

[i]

[i]

and User Groups. About 40 percent of training eXpenditures would be for the training of
WMD staff and facilitators.

Procedures:

Consultancies and studies would be contracted by WMD on Terms and Conditions which
are in accordance with IDA Guidelines for the use of Consultants (May 2004, Revised
October 2006). Unless otherwise stated, technical assistance and consultancy services
would be procured using QCBS procedures. For contracts with consulting
firms/institutions valued below US$100,000 equivalent per contract, procurement may
either follow QCBS, or methods based on consultant’s qualifications or Single Source
Selection - depending upon the appropriateness of the procedures relevant to the
requirements. However, only such consultancies which satisfy the conditions of Paras
3.9 and 3.10 of Bank’s Consultant Guidelines may be awarded on the basis of Single
Source Selection. The method of procurement for services of NGOs would be either
Consultant’s Qualifications or Single Source Selection. These services are estimated to
cost less than US$ 100,000 equivalent per contract. For individual consultants, this
threshold would be US$25,000 equivalent per contract. The Standard Request for
Proposals and Conditions o f Contract would be used for all contracts. For consultancies
estimated to cost US$200,000 equivalent or less, the shortlist can comprise entirely
national consultants with the following exception:

The WMD will hire the services o f PNGOs and FNGOs. PNGOs will be responsible for
implementing the project in two districts on behalf o f WMD and in the same manner as
would be done by DPDs and MDTs (except for financial transfers to GPs). FNGOs
would be hired to provide community mobilizers who will be placed in MDTs and will
form part of those teams. Both the PNGOs and FNGOs would be hired for the project
duration, but with a contractual provision that allows review of performance on an annual
basis, and continuation o f the contract based on meeting predetermined performance
criteria. Though each o f these contracts are expected to cost a total of US$1 million
equivalent, the shortlist would comprise entirely of national NGOs.

Review

Firms NGOs: (a) Contracts o f value o f more than US$ 100,000 equivalent - Full Prior
Review; and (b) Contracts of value between US$50,000 and US$ 100,000 equivalent -
only TORs and Shortlists to be Prior Reviewed.

Individuals: Contracts of value of more than US$25,000 equivalent - prior review. For
critical assignments whose estimated cost is less than the prior review threshold, the
generic TORs and shortlists for may be first submitted to the World Bank for its review
and clearance.

Post Review: All contracts not covered under prior review will be subject to post award

review. For this review, a sample of the contracts awarded shall be selected annually on
a random basis and post award review conducted by the Bank or its representatives. The
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10.

11.

11.2

(a)

post review contracts to be reviewed will be 15% of the total post review contracts
concluded during the given period of time. The TOR for the independent auditors, to be
engaged by GoUD would also include procurement review of selected contracts.

Others: The UDWDP shall ensure that the Project is carried out in accordance with the
provisions of the World Bank Guidelines on Preventing and Combating Fraud and
Corruption in Projects Financed by IBRD Loans and IDA Credits (revised October
2006).

The Contractor/Supplier/Consultant shall permit the Bank and or persons appointed by
the Bank to inspect the supplier’s offices and /or the accounts and records of the Supplier
and its sub-contractors relating to the performance of the Contract, and to have such
accounts and records audited by auditors appointed by the bank, if so required by the
Bank.

Complaint handling mechanism: The Procurement Manual also includes provision for
complaint handling mechanism.

Procurement Plan

At the time of Project appraisal, it has been agreed with the Grant beneficiaries to
develop an overall procurement plan for project implementation which includes the
inputs provided by UDWDP within a month of implementation and submitted to the bank
for approval and will be available at the websites of UDWDP, Dehradun. It will also be
available in the project’s database and in the Bank’s external website. The Procurement
Plan will be updated in agreement with the Project Team annually or as required to
reflect the actual project implementation needs and improvements in institutional
capacity.

Frequency of Procurement Supervision

In addition to the prior review to be carried out by Bank, general review of procurement
will be undertaken during full fledged [bi-annual] supervision missions.

The residual project risk for procurement is MODERATE

Details of the Procurement Arrangements Involving International Competition
Goods, Works, and Non Consulting Services

List of contract packages to be procured following ICB and direct contracting:

Not applicable. |

Consulting Services

List of consulting assignments with short-list of international firms.
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SL Package Description of Estimated | Procurement | Proposals | Evaluation No
No. | Number Services Cost Incl Method to be to be Objection
Cont. & Received Finalised by the
Taxes (in by the Bank
000 USS) Project
Authorities
1 2 3 4 5 11 12 13
L. TA on Adoption 0.140 QBS
(b) Consultancy services estimated to cost above US$ 100,000, per contract and single
source selection of consultants (firms) for assignments estimated to cost above US$
30,000 will be subject to prior review by the Bank.
©) Short lists composed entirely of national consultants: Short lists of consultants for

services estimated to cost less than US$ 200,000 or equivalent per contract may comprise
entirely of national consultants in accordance with the provisions of paragraph 2.7 of the
Consultant Guidelines.
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ANNEX C: SUMMARY OF FINANCIAL MANAGEMENT ASSESSMENT AND PROJECT FINANCIAL

MANAGEMNT ARRANGEMENTS

The existing project has been effective from 2004, the financial management system of UDWDP
has been established and working satisfactory in the field, generating timely accounting reports,
submitting timely FMR, SOE and audit reports. The FM rating for the project has been
consistently rated “Moderately Satisfactory” for the past two years. The current financial
management system of UDWDP is adequate to meet the needs of the proposed additional GEF
grant financing. As the implementation arrangements for the GEF additional financing, would be
in line with the existing UDWDP, the FM arrangements for the additional financing would also
follow the FM arrangements as per the existing project. The existing system in terms of the key
components is summarized in the table below.

FM components

Existing system for UDWDP

Proposed system for GEF project

Residual

Risk Rating

Budgeting

The project has designated budget head
in the state budget. This budget head is
operated by WMD for carrying out the
expenditure under the project

For the GEF project a specific budget
line item under the existing project head
would be created. This would be used by
the WMD for carrying out the
expenditure under the project. The budget
line item needs to be created.

M

Fund Flow

The amount for the PMU and DPD office
are drawn through the budget. The funds
for the GP and other implementing
agencies are given in cheques/drafts
based on the AWP and the sub project
agreement. They would be operating
separate bank accounts and maintain
separate books of account for the funds.

The same procedure would be followed.
DPD, GP as well as other implementing
agencies would be required to maintain
separate cash books and bank account for
the GEF component of the project.

Accounting

The accounting books and other records
are being maintained manually at DPD
level. Based on the manual records,
formats are updated which is finally
updated in FMIS (MIS software) which is
operational in HO, PD and the DPD
offices and currently this sofiware is
being used by the project for preparing
the claims and FMR.The project has been
maintaining up to date records and has
been submitting SOE on a monthly basis.

The same system would be followed. In
all the WMD offices separate cash book
would be maintained for the GEF portion
The GP and other implementing agencies
receiving GEF fund would maintain
separate cash book and account for the
expenditure. This expenditure would be
collated and then entered in the FMIS
which would be consolidated and
reported to the bank. The project is
required to redesign the computerized
accounting system within 3 months from
project effectiveness.

S*(Due
number
entities)

to
of

Reporting

Reporting is done as per the agreed
formats in the FM manual. The software
is used as the basis of reporting. The
project has been submitting FMR and
audit reports on time.

The same procedure would be followed.
Reports similar to the agreed reports in
the FM manual would be designed and
agreed for GEF component.

External Audit

CAG carries out the audit for the existing
project. Mostly the audit reports have
been submitted on time and there are no
major audit issues identified so far.

CAG would be the auditor for the GEF
component also. One consolidated audit
report would be received from the project
for both the existing and GEF project.
The ToR for this enhanced scope needs
to be agreed with the AG within three
months of effectiveness.

Internal control and

audit

The WMD has set and procedures and
rules from which internal control are
derived by the project. Also the

The same procedure would be adopted.
The Operational manual which has been
agreed for the existing project would be
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FM components

Existing system for UDWDP

Proposed system for GEF project

Residual
Risk Rating

operational manual lays down the
policies and procedures for the entire
project which is followed. Apart from the
above internal audit is being done by a
CA firm and no major issues have been
identified. Also GP audits are conducted
every year by the project through CA

adopted for this additional financing
project also. The Internal audit ToR
would be enhanced to cover the GEF
portion of the project also. GP audits
would be conducted for those GPs which
are getting funded under the GEF portion
in line with the overall project.

firms which augments the control for the
project.

Staffing The project is handled by senior accounts | To augment the capacity at the PMU, | M
and finance officer from the Government | commerce graduates would be hired on
of Uttarakhand. ' the contract basis as a part of this GEF
project. This needs to be conformed by
negotiation.
Overall risk rating M

As the entity is already executing the existing project and the GEF grant would be an additional
financing, the overall inherent risk in terms of entity level risk and project level risk is pegged as
“Moderate” (M).The overall project risk which encompass both inherent and control risk for the
project is also Moderate (M).

The GEF grant funds would flow through the state budget as it is being done for the existing
project. The state government would introduce a line item for the GEF funding under the existing
UDWDP-Gramya project budget head. This budget line would be used by WMD for incurring
GEF related expenditure. As this line item will be created under the existing head, the required
budget can be transferred from the main head. The project would be required to create the budget
line item and would be required to do the budget allocation, once the additional financing is
approved by the Board. This would be confirmed during the negotiations.

The WMD which is the PMU for the UDWDP would maintain the accounts and reports for the
GEF grant in line with the accounting and reporting system agreed and implemented for the
existing project. The UDWDP has an operation manual to which a supplemental project manual
for GEF activities has been developed by WMD. The financial manual for the existing project
would be used for the GEF activities. The project would maintain an assisted cash book (separate
cash book) at all levels within WMD for tracking GEF expenditure. The expenditure for the GEF
portion of the project would be accounted separately in the books of accounts which would
facilitate accounting and reporting for the GEF component separately. In case of sub-projects?,
depending on the activity the funds would flow to GP; in case of watershed activities and

3 Sub-project are those projects were the following conditions are met:

= There must be a financing agreement signed between the beneficiary and the project (WMD)

»  There must be beneficiary contribution whether in cash or kind towards the cost of the sub-project
= Details of agreed disbursement schedules and procurement procedures

*  Alist of goods, works and services to be financed

*  Anundertaking on the part of the beneficiary to execute the subproject with due diligence and upon its
completion to provide for its O&M.

36




forestry activities to VP. Release of GEF funds to GPs/VPs as installments would be against
approved work plans and specific activities as outlined in the main OM. Whenever amounts are
transferred by WMD to other entities like GP/VP, WMD will account for the same GP/VP wise
in their books of account so that transfers and expenditure reporting can be traced. When any
entity like GP/VP, receives money from the project, it would be required to maintain separate
bank account and account books for the GEF portion. An initial advance of 10% would be
provided to such entities as in the case of main project and then the project would reimburse
based on running bills/UC. The accounting and reporting requirements would be as per the FM
manual and would be monitored by WMD on a regular basis. In case of demonstration activities
WMD as the spending entity would be responsible for accounting and reporting on the
expenditure. However, if any money is transferred to FIG/SHG, these entities would be required
to sign an MOU with WMD and provide a work plan based on which funds would be transferred.
Consequently FIG/SHG would be required to maintain separate bank accounts and accounting
records for the funds received from WMD and the expenditure carried out.

WMD will prepare monthly, quarterly and annual reports as outlined in the FM manual. Within 3
months from the date of effectiveness the project would be required to modify the computerized
accounting system to ensure that the GEF accounting and reporting system is established in the
main module of the accounting system.

The audit for the GEF component would be carried out by CAG as the auditor for the existing
project also. There would be one consolidated audit report for both the existing IDA funds and
GEF funds. However the audit report would clearly demarcate the sources and use of funds from
the respective financier. The ToR for the additional work needs to be agreed with the AG. The
audit report is required to be submitted within 6 months of the end of the financial year. Also the
scope of work of the internal audit which is being currently done by a CA firm for the existing
project would need to be extended to cover the activities funded by the GEF project.

The following audit reports will be monitored in the Audit Reports Compliance System (ARCS):

Implementing . Auditors Audit Due Date
Agency Audit
UDWDP Project SOE statement CAG 6 months after the end of
(including GEF statement) each fiscal year (March 31%)
DEA/GOI Designated account CAG 6 months after the end of each fiscal
year (March 31%)

One area of strengthening required in the existing project is the staffing at the PMU level in
terms of accounts and finance department. It is envisaged that the PMU would hire commerce
graduates at the PMU for accounts maintenance and reporting. This needs to be agreed and
confirmed by negotiations. Disbursements from the grant will be made using SOE basis which is
being followed for the existing project (reimbursement with full documentation and against
SOE). This needs to be agreed and confirmed by negotiations. A Designated Account (DA) will
be maintained in the RBI and will be operated by the Department of Economic Affairs, Ministry
of Finance. An initial advance of [US$ 700,000] would be made to the DA from the GEF grant.
The DA will be operated in accordance with the Bank’s operational policies.
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The major Disbursement categories for the project would be as follows:

Category Description - | Amount in USS million
1 Goods works services under sub-project 2.94
2 Goods, works, services, consultancies and incremental cost other | 4.06
than sub-project
3 Unallocated 0.49
Total 7.49

Supervision of the GEF activities project: The supervision will be limited to half-yearly

supervi

sion as the risk level of the additional financing is ‘Moderate’. The field visits would be

combined along with the supervisory mission of UDWDP missions. Further if any future
requirements arise in the field to strengthen the FM/reporting arrangements then field visits
would be carried out based on the facts and issues.

Actions
o

to be completed:

Create the budget line item and make budget allocation once project is approved by the
Board;

Agree with the State AG for the audit within 3 months from effectiveness;

Augment finance and accounts staff at the PMU within 3 months from effectiveness;
Adjust computerized accounting system to facilitate accounting and reporting of GEF
expenditure within 3 months from effectiveness.

Legal covenants (apart from general conditions):

Appointing external auditor within 3 months of project effectiveness

Make adjustments in the computerized accounting system within 3 months of project
effectiveness to accommodate distinct accounting of GEF grant resources and maintain
thereafter through out the project period;
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ANNEX D: GOVERNANCE ACCOUNTABILITY ACTION PLAN*

The GAAP developed during the supervision of UDWDP will apply to the activities proposed
for additional GEF grant financing. The institutional establishment supporting the
implementation of GEF activities has been found comprehensive and adequate to support the
implementation of GAAP actions. The additional GEF project has strong linkages with the
umbrella SLEM CPP which will take the transparency and accountability and overall
implementation oversight during project implementation at a higher level. The outreach and
learning events organized on an annual basis under the SLEM Country Partnership coordination
mechanism will serve as additional venue for communication of project outcomes.

One of the underlying project principles is implementation through community participation and
wide involvement of project stakeholders which includes arrangements for access to information.
This principle will be adopted for GEF activities to ensure that the principles governing project
implementation are not subverted at any level by any individual. Accordingly, the project is
aligned with the Suo-moto disclosure of information as its guiding principle in its endeavor is to
ensure transparency and inclusion. Hence it is in line with the requirements of the Right to
Information (RTI) Act 2005, and has to provide on-demand information as prescribed by law.
Experience shows that success of a project is very closely associated with an efficient and
responsive grievance redressal mechanism which is based on a responsive administration. The
project intends to implement a responsive grievance handling mechanism at various levels by
putting in place specific persons who shall be entrusted the responsibility for the same, with
provisions of online tracking and monitoring of the deliverance on this score. The entire
objective of the GAAP is to put in place systems which are transparent in functioning,
information that is accessible by all, and above all a governance mechanism which delivers
as per the design principles of the project.

Risk Assessment and Mitigation Plan

As the implementation of watershed activities has certain elements of risks involved in it, albeit
at a small scale, the project has identified some of the elements which can have an adverse
bearing on the success of the project. The list below is not necessarily a comprehensive one
and it is likely that some more may be encountered as implementation progresses. The table
below is developed on the premise that elements of fiduciary risks project has been specified in
the corresponding sections of the project paper, including actions at any level of implementing
partners which subverts the principles of implementation as designed in the PIP.

The key elements which can have an adverse bearing on the motivational level of the
stakeholders, and thereby on ensuring participation which has a direct bearing on the success of
the project fall in two main categories:

i. Issues that arise form the complexity and planning aspects of watershed activities
and the definition of GEF activities which specifically contribute to the global

* The GAAP used for the additional grant financing follows the format and content of the GAAP prepared for the
parent project (UDWDP) and agreed with the Borrower during 2008 supervision.
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ii.

objective and may result in some difficulties during implementation to monitor

outcomes;

Issues that arise from the capacity of implementing agencies, and project decision
making framework to ensure sufficient level of communication between the
project implementing agencies and key stakeholders and may result in delays and
more processing time of project milestones and the implementation of internal
controls and financial management and procurement requirements.

Therefore the emphasis during project implementation will be to ensure that governance issues
are duly considered, implemented and monitored in the areas outlined in the table below:

RISK OBSERVATION RATING | TIMELINE/ RISK MITIGATION
monitoring
frequency
Accountability & Governance
Staffing & e Approximately 30% of the H During first six o Implementation of
Deployment total budgeted staff position months of Year 1 immediate recruitment
in the project remains and thereafter as per the requisite
vacant, including few during staff budgeted in the
critical senior positions. supervision Project
This might pose a serious implementation.
risk the ability of the project
to implement at the agreed
scale.
o 4 ]Ds, few financial officers, e Retention of the staff
JEs, at GPWD level (94/509 in key position till all
are vacant), and other vacant the recruitment is
positions at the unit level completed. This will
contributes to a reduced ensure the sustenance
effectiveness of the overall of the ongoing speed-
project management. Multi progress of the Project.
tasking capacity of the staff
has shown appropriate
results so far, but this may
not be sustainable in the
long run in view of: (i) the
number of vacancies, (ii) the
continued work overload of
staff, and (iii) the
consequent pressure on staff.
Communication | ¢  While the project has a wide M e  Monitor o  The preparation of a
& Information range of communication implementati dedicated strategy to
products and a on of project inform government and
comprehensive strategy for communicati political actors at
the various stakeholders, the on Strategy division and state level
lack of information and and use is needed.
consequently support of the various
project at policy and outreach
political level might activities to e DPD/NGO/PNGO
constitute a risk for the disseminate should (i) ensure a
project, which may be information timely dissemination of
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affected by the lack of regarding the relevant
political support. outcomes of communication
GEF products at the GP
At grassroots level the activities Level, improving the
effectiveness of the s At mid -term integration of IEC in
communication products assess the the community
might have reduced in the effectiveness mobilization process;
GPs where implementation of and (ii) strengthen the
started first. communicati mainstreaming of
on with communication
ICFRE messages emerging
(SLEM CPP) from the PME exercise
into social mobilization
process.
Interact regularly with
ICFRE ( SLEM CPP)
to disseminate best
practice notes the
projects activities
Grievance & Grievance cells in certain M Year 1 and each PMU/DPD, to monitor

Complaints
mechanism

GPs are partially functional
as quite a few villagers are
not aware of complaint box
provisions available for
them. This might affect the
vigilance and accountability
processes.

While the redress
mechanisms are in place,
weaknesses were observed
in few-GPs.

year thereafter

half yearly the
divisional functioning
of the cell and
grievances received &
suggest a way to
resolve. In addition
compliance mechanism
envisaged under the
State RTI Act should
also be incorporated.

Procurement &
the
disbursement
cycle at the GP
level

The disbursement from DPD
to the GP takes place as per
the procurement plan.
However the inter GP
disbursement from
GP>RVC>VP>Beneficiary
is time consuming and
sometimes it takes more
than three months for the
beneficiary to receive
resources in its account.
Such delay in Bank
transaction can be perceived
as a risk for the overall
sustainability of the Fund
Management at the GP
Level.

Such long disbursement
cycle could be demoralizing
and can weaken the
farmer/user groups at
operational levels.

L Year 1 and
onwards

Monitor specific
risk mitigation
measures during
regular
supervision
missions

The possibility of
allowing GP/VP
procuring directly
instead of going
through RVC may be
explored so as to
reduce the cycle of
disbursement.

Such alternative
mechanism should also
be discussed in Gram
Sabha, for reducing the
transaction time.
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Micro Plan The primary purpose of the L Year 1 and Considering the
incorporation micro plan is to develop a onwards quality of the micro
into GPWDP comprehensive NRM base plan, it will be
Plan plan incorporating local appropriate to identify
socio- economic few critical micro
requirements. Thus making watershed areas, where
it comprehensive plan for all the synergy could be
development activities established, by
undertaken by different line improving the existing
departments. At the same micro plan concerned.
time it should also establish Such revision of the
synergies between different micro plan should
development projects. involve line
However such synergies are department
yet to be established through stakeholders from the
the existing micro-plans. beginning of the
preparation.
At present, the existing
micro plan is perceived as
the plan for the watershed
project alone.
GP Election & In light of the GP election, L Year 1 (first six All DWC must ensure
Interim there may be significant months) which that all the GP Plans
Administrative delay in the procurements at coincide with GP are ready by the end of
arrangement GP Level. elections -- carry August, before the
out a verification code of conduct comes
of administrative into the play.
arrangement in
place

OVERALL RISK LOW -MEDIUM
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