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REQUEST FOR CEO APPROVAL'

PROJECT TYPE: Medium-sized Project
TYPE OF TRUST FUND:GEF Trust Fund

gef

PART I: PROJECT INFORMATION

Project Title: Strengthening capacities to udnertake environmental fiscal reform to meet national and global
environmental priorities
Country(ies): Moldova GEF Project ID:* 4183
GEF Agency(ies): UNDP  (select) (select) GEF Agency Project [D: 4379
QOther Executing Partner(s): Ministry of Environment Submission Date: 07/20/11
GEF Focal Area (s): Multifocal Area Project Duration(Months) 36
Name of Parent Program (if N/A Agency Fee ($): 51,045
applicable):
For SFM/REDD+ [ ]
A. FOCAL AREA STRATEGY FRAMEWORK®
Focal Area Trust Grant Cofinancing
Objectives Expected FA Qutcomes Expected FA Outputs Fund Anzg)unt ($)
CD-4  (select) a) Enhanced institutional a) Institutional capacities for | GEF TF | 464,450 489,200
capacities to manage management of environment
environmental issues and strengthened.
implement global b) Standards developed and
conventions adopted
b) Good environment ¢) Financing mechanisms
management standards for environment
defined and adopted strengthened
¢) Sustainable financing ‘
mechanisms in place at
national level
(select) (select) (select)
(select) (select) (select)
(select) (select) (select)
(select) (select) (select)
(select) (select) {select)
(select) (select) (select)
(select) (select) (select)
(select) (select) (select)
(select) (select) (select)
(select) (select) | Others (select)
Subtotal 464,450 489,200
Project management cost” | (select) 46,000 120800
Total project costs 510,450 610,000

B. PROJECT FRAMEWORK

"It is important to consult the GEF Preparation Guidelines when completing this template
? Project 1D number will be assigned by GEFSEC.
* Refer to the Focal Area/LDCF/SCCF Results Framework when filling up the table in item A.
* This is the cost associated with the unit executing the project on the ground and could be financed out of trust fund or cofinancing sources.
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Project Objective: To build capacities for implementing environmental fiscal reforms (EFR) that will produce
increased national and global environmental benefits through the adoption of selected subsidies, fees, fines, taxes
and other appropriate fiscal instruments.

Grant Trust Grant Confirmed
Project Component Type Expected Outcomes Expected Outputs Fund Amount | Cofinancing
® &)

1. Reform of TA 1.1. Introduce policy | 1.1.1. Assessment of GEFTF | 157,500 212,500
environmentally reform in the area of | reform of energy and
harmful subsidies, environmentally agricultural subsidies
green subsidies, as harmful subsidies and adoption of
well as appropriate legal
environmental 1.2. Reform of amendments
charges with a focus environmental
on the agriculture and charges and 1.2.1. Assessment of
energy sectors facilitation of eco- reform of

technology environmental charges

investments and facilitation of eco-

technology investments
and adoption of

1.3. Improved appropriate legal

regulations and amendments

operational

management of the 1.3.1. Implementation

Natianal and Local of good international

Ecological Funds practice in NEF/LEF

(NEF/LEFs) management
2. Capacity TA 2.1. Capacity 2.1.1. EFR training GEFTF | 137,200 112,500
development to building for EFR needs assessed

engage and build
consensus among all
stakeholders

2.2. Communication
and awareness

2.3. A political
dialogue is
established

2.1.2. Training for
NEF/LEF staff on new
operational procedures
is provided

2.2.1. A comprehensive
information campaign
is designed and
implemented, including
a dedicated EFR
website

2.2.2. Lessons Learned
and Case Studies on
EFR for national and
global environmental
goals

2.3.1. Moldovan EFR
Commission
established and active

2.3.2. Conferences and
workshops
implemented
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3. Integration of
EFR in local and
central planning

processes

TA

3.1. EFR instruments
integrated in the
decentralization
process

3.2. EFR instruments
integrated into
governmental
budgeting and MTEF
process

3.1.1. EFR is integrated
in the activities of the
Working Group
Financial
Decentralization of the
Joint Integrated Local
Development
Programme (JILDP)

3.1.2. Identification of
environmental
management priorities
and potential local eco-
taxes in pilot towns

3.2.1. Training on

green budgeting and
planning in line with
OECD guidelines and
good practices to
integrate global
environmental priorities
in Moldova's Medium-
Term Expenditure
Framework (MTEF)

3.2.2. Building upon
capacities developed,
support the MoE in
elaborating their
budgets and MTEF
submissions and
evaluate the extent to
which the MoE's
budgeting process uses
EFRs to better meet
targeted environmental
objectives, with
particular emphasis on
meeting Rio
Convention objectives

3.2.3. Building upon
EFR best practices,
update existing
assessments and
financing strategies
within the framework
of the MTEF to
implement the Rio
Conventions, including
the identification of
realistic sources of

GEFTF

169,750

164,200
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E. CONSULTANTS WORKING FOR TECHNICAL ASSISTANCE COMPONENTS:

* Same as footnote #3.
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funds through EFRs
(select) (select)
(select) (select)
(select) (select)
(select) (select)
{(select) (select)
(select) (select)
(select) (select)
Subtotal 464,450 489,200
Project management Cost’ | GEFTF | 46,000 120,800
Total project costs 510450 610000
C. SOURCES OF CONFIRMED COFINANCING FOR THE PROJECT BY SOURCE AND BY NAME (§)

Sources of Co-financing Name of Co-financier (source) Type of Cofinancing iﬁi:::tc zg)g /gf’c 1
National Government Ministry of Environment Grant 250,000 ‘L/"f,ié,:(
GEF Agency UNDP Grant 110,000
GEF Agency UNDP In-Kind 50,000
Other Multilateral Agency (ies) | QECD In-Kind 200,000
(select) (select)

(select) (select)
(select) (select)
(select) (select)
(select) (select)
(select) (select)
Total Co-financing 610,000
D. GEF/LDCF/SCCF RESOURCES REQUESTED BY AGENCY, FOCAL AREA AND COUNTRY'
‘ , Country Name/ (in $)
GEF Agency T:l};?;ﬁfld Focal Area Global Grant Agenc;; Fee Total
Amount (a) (b) c=atb
UNDP GEF TF Multi-focal Areas | Moldova 510,450 51,045 561,495
(select) (select) (select) 0
(select) (select) (select) 0
(select) (select) (select) 0
(select) (select) (select) 0
(select) (select) (select) 0
(select) (select) (select) 0
(select) (select) (select) 0
(select) (select) (select) 0
(select) (select) (select) 0
Total Grant Resources 510,450 51,045 561,495



Estimated Grant Amount Cofinancin Project Total
Component Person Weeks (3) (%) ) J ($)
Local consultants* 274.00 152,950 239,000 391,950
International consultants* 56.00 168,000 250,000 418,000
Total 320,950 489,000 809,950
* Details to be provided in Annex C.
F. PROJECT MANAGEMENT COST
Total Estimated Grant , , :
Cost Items Person Amount Co-financing Project Total
Weeks/Months %) ®) ()
Local consultants* 304.00 32,000 95,800 127,800
International consultants* 3.00 9,000 0 9,000
Office facilities, equipment, 5,000 25,000 30,000
vehicles and communications*
Travel* 0
Others** Specify "Others” (1) 0
Specify "Others" (2) 0
Total 46,000 120,800 166,800

* Details to be provided in Annex C.

** For others, to be clearly specified by overwriting fields *(1) and *(2).

G. DOES THE PROJECT INCLUDE A “NON-GRANT” INSTRUMENT? No

(If non-grant instruments are used, provide in Annex E an indicative calendar of expected reflows to your Agency
and to the GEF/LDCF/SCCF Trust Fund).

H. DESCRIBE THE BUDGETED M &E PLAN:

The aim of the monitoring and evaluation (M&E) strategy is to assess how the project contributes to the reform of
Moldova's current environmental fiscal management system in a way that institutionalizes improved financing of policy
interventions that meet global and national environmental obligations and priorities. The M&E strategy and plan will
follow UNDP/GEF M&E procedures, and undertaken by the Project Management Unit (PMU), the Project Steering
Committee, which will evolve into the Moldovan Environmental Fiscal Reform Commission (EFRC) during project
implementation, and the UNDP Country Office, with support from UNDP/GEF Regional Coordination Unit
(UNDP/GEF RCU) in Bratislava. Monitoring and evaluation will also involve the different donor agencies involved in
the co-financing and those who might be potentially mobilized in future.

The M&E strategy and its accompanying plan will be fully developed during the inception phase, in accordance with
the Project Results Framework (Annex A), with an emphasis on participatory evaluation. The strategy will dictate an
adaptive collaborative management approach to M&E in order to: a) improve project implementation; b) strengthen
project cost-effectiveness to deliver expected results; and c) institutionalize environmental fiscal reforms to ensure their
institutional sustainability. The M&E plan also includes: (i) an Inception Report (IR); (ii) Annual Progress Reports
(APRY); (iii) quarterly operational reports; (iv) mid-term and final evaluations; and (v) the Capacity Development
Scorecard. The mid-term evaluation will be undertaken by a national consultant. The project’s M&E Plan will be
presented and finalized at the Project’s Inception Workshop following a collective identification and verification of
project outputs and a fine-tuning of indicators, means of verification, and the full definition of project staff M&E
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responsibilities.

The baseline study for the monitoring and evaluation strategy will be established at the outset of the project with the
support of the experts recruited by the project. During the inception phase, an implementation manual will be
developed, along with a communication strategy that will define a coordinated reporting strategy for all partners, and-
validated during the inception workshop. The Project Management Unit will be tasked with preparing annual work
plans and budgets, as well as consolidated semi-annual progress reports. These reports will include narrative
descriptions of the project and progress to date, as well as expenditures by component and categories of costs and
recommendations. An additional set of 11 indicators specific to EFR were formulated, and will be assessed during the
project inception phase. At this time, project stakeholder representatives (n>100) will be surveyed to re-assess the
baseline of environmental fiscal reform through the Capacity Development Scorecard.

The project will be subject to an independent final evaluation, taking place six months prior to the end of the project and
when 90% of project deliverables have been satisfied. The final evaluation will focus on contributions towards meeting
and achieving: a) global environmental priorities; b) national and local impacts for environmental sustainability; and c)
making recommendations to ensure the resilience of environmental fiscal reforms and institutional sustainability of
project outcomes. The Capacity Development Scorecard will be rated during the mid-point of project implementation
as part of a mid-term evaluation undertaken by a national consultant, as well as part of the final evaluation to assess the
extent to which the project is making a contribution to institutionalizing the sustainability of EFR and associated project
outcomes.

Several project activities planned through the project focus on monitoring and reporting will also feed into the M&E
plan. For example, a series of case studies, lessons learned workshops reports and various technical papers resulting
from the implementation of different project activities will strengthen the M&E plan of the project and ensure
continuous reporting towards meeting the project’s objectives.
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PART II: PROJECT JUSTIFICATION
A. DESCRIPTION OF THE CONSISTENCY OF THE PROJECT WITH:

A.1.1. The GEF focal area/LDCF/SCCF strategies:

This project was developed under the GEF's Strategic Approach to Enhance Capacity Building and priorities
for targeted interventions under the GEF-5 Cross-Cutting Capacity Development Strategy. To this end, the
project targets Capacity Development Objective 4, which calls for the development of sustainable financial
mechanisms to meet the shared objectives under the three Rio Conventions. The project’s objective of
reforming the administration of fees, fines, charges, taxes, and subsidies as they affect environmental
protection is a critical need to ensuring streamlined financing of national activities for Moldova to meet
international environmental obligations.

This project will allow Moldova to meet other strategic focal area priorities under the GEF Operational
Programmes. This includes Objective 1 of the GEF Biodiversity focal area: Improve sustainability of
protected area systems by improving the system of financial flows necessary to meet the recurrent costs of
protected area management. This project also responds to Objective 1 of the GEF Climate Change Mitigation
focal area, which calls for demonstrating, deploying, and transferring innovative low-carbon technologies
through policy reform that will be undertaken by the project at the level of the fiscal system in the energy
sector.

By reducing or eliminate environmentally harmful subsidies and reforming existing environmental subsidies
and developing innovative financing mechanisms and instruments, specifically in the agricultural sector, the
project will contribute to reduced anthropogenic pressures on natural resources from competing land uses and
improved sustainable flows of agro-ecosystem services to sustaining the livelihoods of local communities as
envisaged under the GEF land degradation strategy. :

Summary of the project component’s contribution to specific articles under the three Rio Conventions
Further details are provided in Annex G.

Project Components CBD CCD FCCC
Component |: Art, 7(c) Art. 16.1 | Art. 4.2(a) Art. 4.1{(c)
Subsidy/charges reform Art. 10(e)  Art. 162 | Art. 5 Art. 5(a)
Art. 11 Art. 201 | Art. 19.1(c) (d) (&) (D)
Art. 14.1(a) Art.21.4 | Art. 20.1
Art. 14.1 (b) Art. 20.3
Component 2: Art. 10(a) Art. 13(a) | Art. 19.3 (a) Art. 4.1¢(h)
Consensus building on EFR | Art. 10(¢)  Art. 17.1 | Art. 19.3 (b) Art. 4.1(i)
Art, 11 Art. 17.2 Art. 21.3 Art. 6(a)(iii)
Art. 12(a)
Component 3: Art. 6(a) Art. 20.1 Art. 20.1 Art. 4.1(c) Art. 6(a)(iv)
EFR integratjon in p]arming Art. 6(b) Art. 214 Art. 20.3 Art. 4.1(d) Art. 6(b)(ii)
Art. 8(m) Art. 4.1(H)

processes

A.1.2. For projects funded from LDCF/SCCF: The LDCF/SCCCF eligibility criteria and priorities:
N/A

A.2. National strategies and plans or reports and assessments under relevant conventions, if
applicable, i.e., NAPAS, NAPs, NBSAPs, national communications, TNAs, NIPs, PRSPs, NPFE,
etc.:

The project is consistent with Moldova's various national priorities commitments to the global
environment management and to the plans responding to the multilateral agreements, in particular the
National Capacity Self-Assessment Final Report and Action Plan (2005). The NCSA undertook an
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assessment of the challenges facing all three Rio Conventions, and the synergies to be realized through
targeted cross-cutting capacity development actions. In so doing, the NCSA also took into account the
priorities identified in other national reports to the Rio Conventions and the guidance emanating from
their respective Conference of the Parties. The NCSA findings were further investigated and prioritized
through the project and have accordingly provided Moldova with an increased potential for sustaining
its global environment and improve its economic conditions. A top priority identified by the NCSA
called for launching and implementing an economic fiscal reform for global environmental
management.

As a result, this project's strategy was developed to contribute to meeting key strategic priorities under
the National Action Plan to Combat Desertification {2000); the Second National Communication under
the FCCC (2009); the Technology Needs Assessment and Development Priorities Report elaborated
under the FCCC (2002), the Biodiversity Conservation Strategy and Action Plan (2002); the National
Reports on Biological Diversity; the National Implementation Plan for the Stockholm Convention on
Persistent Organic Pollutants (2004); the National Sound Management of Chemicals Capacity
Assessment Report including SAICM and MEAs Capacity Assessment (2008). This project is also in
line with UNDP's new territorial approach to developing countries' capacities to pursue climate-resilient
development.

The project is also consistent with other national development plans and strategies, including the
Millennium Development Goals for the Republic of Moldova for 2000-2015 and the National
Development Strategy for 2008-2011 (NDS, 2007), among other sectoral policies and strategies related
to environmental management and EFR.

The project builds upon the sector-specific medium-term planning process in Moldova, namely the
institutional development plans (IDP) that support each Ministry in clarifying its functions and ensures a
strong link to the Medium-Term Expenditure Framework (MTEF). The IDPs also provide a basis to
identify priorities, including capacity building activities, and specific performance targets. The project
objectives and outputs for adopting an EFR process in Moldova is closely anchored within Moldova’s
fiscal policy and tax administration for 2011- 2013.

Capacity constraints for global and national environmental management: Moldova completed its National
Capacity Self-Assessment (NCSA) in 2005 and produced a National Action Plan on Capacity Building for
Integrated Implementation of the Rio Conventions. The need to strengthen the development and
implementation of economic and financial instruments was indicated as a top cross-cutting capacity
development recommendation of the NCSA, and reaffirmed during project development. On this basis, the
Government of Moldova decided to pursue environmental fiscal reform to meet national and global
environmental commitments.

The NCSA had conducted an in-depth analysis of cross-cutting capacity constraints regarding
environmental, economic, and financial instruments. The key findings of the NCSA highlighted the
following constraints:

a) Tax system: The payment of charges for environmental pollution is not specified within the Tax Code,
last approved in 1997, while the current Law on Payment for Environmental Pollution was last
approved in 1998. :

b) Natural resource assessment: The land resources market in the Republic of Moldova is underdeveloped,
thus the market price does not reflect the real economic value of the land. Such an approach for price
establishment will not allow the proper assessment of the land resources. Similarly, as the market of
renewable resources is undeveloped, the prices cannot be considered opportune. In addition, for this
type of resources, the market is not transparent..

¢) Environmental penalties and compensations: The level of the established fines for environmental
pollution and degradation is very low and do not reflect the value of lost environmental goods and
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services or lost economic potential. Moreover, the relatively low level of environmental fines is not
sufficient to act as a deterrent to reduce environmental pollution, degradation, or over-exploitation.

d) Financing for environment protection: State budgetary allocations for environmental protection are
inadequate to finance the needed protection measures.

The NCSA identified the following priority capacity development objectives:

Economic instruments
a) To generate revenues from activities which can impact the environment
b) To provide the coherence between the provisions of the specific normative acts and documents of
general character related to environment
¢) To assess the environment resources by elaborating the methodology and concept of assessment
Financial instruments
d) To establish sources of environment funding and to provide the financial sustainability of the protected
areas ,
e) To generate sources for financing the measures of environment protection by strengthening the
capacity of the National Ecological Fund
f) To ensure financial support for an efficient implementation of the national priorities in the field of
environment protection
Improvements in investmeni climate
g) To strengthen the investment climate in order to draw up investments for the environment protection
activities

B. PROJECT OVERVIEW:
B.1.  Describe the baseline project and the problem that it seeks to address:

National policies and legal context for environmental management and EFR

By definition, EFR is about welfare gains generated by reducing taxes on labor, capital, consumption
while simultaneously increasing taxes or charges on externalities, as well as subsidy reform (developing
green subsidies and reforming environmentally harmful subsidies). The OECD® has pointed out many
opportunities offered by EFR to address poverty alleviation, including opportunities coming from the
following sectors: forestry, fisheries, fossil fuels, electricity, drinking water and industrial pollution
control. Accordingly an EFR approach should be integrated within existing national policies and plans.

The National Development Strategy(NDS) for 2008-2011" is the main internal medium-term strategic
planning paper, which defines the development objectives of the Republic of Moldova to be met by 2011
and identifies the priority measures and actions to achieve these objectives. NDS serves as a unique tool
for the integration of the current strategic framework, alignment between the budgeting process and the
policy framework, and absorption of external technical and financial assistance. Initiatives that are part of
NDS will be reflected in the national public budget (NPB) and in the Medium-Term Expenditure
Framework (MTEF). Together, the NDS and MTEF serve as a framework for the allocation of resources
to priority areas for several years, and for the reorientation of public expenditures towards achieving
national objectives. The chapter on “Regional Development” of the NDS covers the implementation of
environmental policy, in particular the prevention of environmental pollution and promotion of the
efficient use of natural resources aimed at improving the quality of life. The NDS also states that the
country's sustainable development is only possible by ensuring that quality environmental factors are
directly linked to the country’s economic performance. Other sectoral strategies and programmes related
to environmental management and EFR include:

® OECD (2005): Environmental Fiscal Reform for Poverty Reduction. DAC Guidelines and Reference Series
7 Law No.295-XVI, December 21th, 2007. "On approval of the National Development Strategy for 2008-2011"
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- National programme to create businesses with the help of invested remittances®

- National programme to ensure environmental security for 2007-2015°

- Strategy on water supply and sewerage of the localities in Moldova '

- National Sustainable Development Strategy of Moldova's agro-industrial complex (2008-2015)" ‘

- National Strategy for Regional Development 2

- National Programme for Reclamation and Planting of new Forests on the Land Available for
Forestry for 2003-2020

The Law on Environmental Protection’ is currently being revised to ensure a coherent framework of
principles governing environmental protection and compliance to European Union (EU) directives. The
draft law is well-structured and contains regulation regarding: (i) environmental impact assessments; (ii)
access to information, public participation and access to justice in environmental matters; (iii) integrated
environmental management, including economic regulation; (iv) attributes, responsibilities; and (v) other
obligations in environmental matters.

The Law on Ecological Expertise and Environmental Impact Assessment'” establishes goals, tasks and
principles of ecological expertise and environmental impact assessment and the basic rules of their
organization and performance. This law covers state systems and organizations, ecological expertise
resident in public administration, organizing and carrying out environmental impact assessments,
establishing sources of funding to access environmental expertise, and approving environmental impact
assessment regulation.

The Forestry Code’ regulates the sustainable management of forests by wise use, restoration, forest
protection, maintenance, preservation and enhancement of forest biological diversity, as well as to make
forest resources available for current and future societal needs. Forests in the Republic of Moldova, used
in the public interest, shall be exclusively public property. Private ownership of forests is allowed in case
of planting them, under the law, on privately owned land. The present code also regulates the public
authority’s competence in forestry relations and management of forestry and wildlife funds.

The Land Code'® regulates the use and management of land resources. The present code also regulates the
competence of public authorities responsible for land resource management, the allocation and disposal of
all categories of land, rights and obligations of landowners, protection and improvement of land, liability
for infringement of land legislation, among others.

The Water Code'” regulates water use, management, and protection, including liability for violations of
water legislation. State administration in water use and protection is exercised by local and central
government authorities, in the manner authorized for that purpose.

The Tax Code'® establishes the general principles of taxation in the Republic of Moldova, the legal status
of tax payers, the tax authorities and other participants in the relations regulated by tax laws, principles for
determining the object of taxation, evidence of income and deducted expenditure principles, the terms and
conditions prosecution for violation of tak laws and how to contest the actions of tax authorities and

¥ Rethink Moldova Priorities for Medium Term Development (Report for the Consultative Group Meeting in Brussels 24
March 2010) :
? Government Decision No. 304, March 17" 2007

! Government Decision No. 662, 13.06.2007

" Government Decision No. 282, 11.03.2008

12 Government Decision No. 158, 04.03.2010

B Law No. 1515, 16.06.1993

" Law No. 851, 29.05.1996

B Cod No. 887, 21.06.1996

" Cod No. 828, 25.12.1991

" Code No. 1532, 22.06.1993

"® Code No. 1163, 24.04.1997
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persons in charge thereof.

The Mineral Resources Code’® regulates mining relationships in order to ensure rational use of subsoil to
meet complex needs of mineral raw material and other needs of the national economy, protection of
subsoil, work security on underground as well as defending the rights of individuals and legal persons,
regardless of type of ownership and legal form of organization.

Institutional context for environmental management and EFR: Several institutions in Moldova have
environmental management responsibilities and will play some role in the promotion of EFR approaches.

The Ministry of Environment (MoE) is the key institution responsible for environmental management and
MOoE for the overall coordination of the improvement of the country’s environmental policy and
legislation and international multilateral agreements. The MoE administers two other key agencies which
play an important role in this project:
o National Ecological Fund (NEF) and Local Ecological Funds (LEF), directly administered by the
Ministry, supporting environmental investments.
o State Ecologic Inspectorate (SEI), which is the primary institution within the Ministry responsible
for the compliance and enforcement of environmental protection legislation in Moldova.

Other national institutions that play a key role in the adoption of EFR approaches in Moldova are the
following:
s  Ministry of Finance
Ministry of Agriculture and Food Industry
Ministry of Economy
National Energy Regulatory Agency (ANRE)
Ministry of Transport and Road Infrastructure
Ministry of Construction and Regional Development (MCRD)
Regional Development Agencies (RDA)
Local Public Administration (LPA)
Moldsilva, Moldova's forestry agency

*® & & 0 & »

A number of active environmental NGOs are involved in research, planning and management of projects
in the areas of environmental management in Moldova. A list of the most prominent NGOs is included in
Annex E. The private sector in Moldova is mainly composed of small- and medium-sized enterprises
(98.7%), while industry is relatively small, having contributed only 11.9% to the GDP in 2009.

Sectoral budget planning and implementation: Driven by the public administration reform, a systematic
approach to institutional development has been adopted in Moldova through the development of sector-
specific medium-term planning papers that have a clear link to both strategic goals and budget allocations.
Such papers, called “Institutional Development Plans” (IDP), support each Ministry in clarifying the
functions to be carried out by the respective Ministry. They also ensure a strong link to the Medium-Term
Expenditure Framework (MTEF) and provide a basis to identify priorities, including capacity building
activities and specific performance targets. At the level of each sector, a Medium-Term Expenditure
Framework (MTEF) for 2009-2011 has been adopted and is complemented by the Institutional
Development Plan.

Budget Planning in the Environment sector”

In the environmental sector, the MTEF is structured around key functions for environmental management.
It foresees budget programmes covering policy, environmental monitoring, regulation and compliance

' Code No. 3, 02.02.2009
% MTEF 2009-2011
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assurance and ecosystem and infrastructure rehabilitation. However, the environmental sector’s budget is
very limited and constitutes 0.2% of the total national budget and is likely to drop to 0.1% by 2011. The
MokE has developed its Institutional Development Plan (IDP) and priority actions for 2009-2011, which
include the following: (i) development of a waste management strategy; (ii) modernization of the
environmental monitoring system; (iii) improvement of state control over compliance with environmental
and natural resources management legislation.

Budget Planning in the Agriculture sector”

In the agriculture sector, the 2009-2011 MTEF stipulates the following programmes: (i) agriculture
development; (ii) national forest sector development; (iii) water management and (iv) food security.
According to national budget for 2009-2011, the agriculture sector should benefit 3.1% of national budget
revenues for 2009 and 2.8% for 2010 and 2011 respectively. The biggest share of the financial resources
destined for agriculture sector, should be directed for agriculture development: 87.3% in 2009, 95.3% in
2010 and 92.5% in 2011. The Ministry of Agriculture and Food Industry, the entity responsible for the
agriculture policy in the country, has developed its own IDP for 2009-2011. This Plan identifies the
priority objectives and actions as follows: (i) to strengthen the ministry’s capacity for agriculture policy
development; (ii) to increase the agriculture production in rural areas; (iii) food security; and (iv) adjust
the national standards to the EU.

Budget Planning in the Energy sector’’

‘The central authority responsible for the energy sector is the Ministry of Economy. Unlike the other
sectors described above, the MTEF 2009-2011 does not include a separate Expenditures Strategic Plan for
the energy sector. However, the main priorities for the energy sector are described in the IDP 2009-2011
developed by the Ministry. These are: (i) to assure the state energy security by diversification of primary
energy resources; (ii) to increase energetic and economic efficiency by application of the energy recovery
resources and (iii) energy market liberalization and energy sector restructuring in the frame of European
energy system integration. For this sector, the 2009-2011 MTEF has allocated 0.4% of the total national
budget revenues in 2009, decreasing to 0.1% in 2011.

Overview of current and planned fiscal management relevant to EFR: Moldova’s current fiscal policy is
focused on: (a) fiscal stability, transparency and equity; (b} tax burden optimization; (c) fiscal legal
framework simplification; and (d) national fiscal framework harmonization with the EU legislation.
Recently, the Ministry of Finance (MoF) proposed a new set of fiscal policy and tax administration
objectives for 2011- 2013%. ,

In the Republic of Moldova, the tax system, as set out in the Tax Code, imposes general, state, and local
taxes and fees™ at the following three administrative levels:
(i)  central public administration
(i)  local public administration of level II: level of rayons, Chisinau municipality and Gagauzia
ATU
(iii) local public administration of level I: villages (communes), towns, except for Chisinau
municipality®’,

Fiscal revenues are mainly recovered at the level of the central administration. As shown in Table 1
below, in 2009, the national public budget collected 89.4% of the fiscal revenues, while the budgets of the
administrative-territorial units were equivalent to 10.6% of the total taxes and fees collected.

2 MTEF 2009-2011 and Institutional Development Plan for 2009-2011

2 MTEF 2009-2011

3 Ministry of Finance, http://www.minfin.md/ro/actnorm/taxes/ProiecteDocPolit/
* Tax Code, No. 1163-X111, dated April 24, 1997, Article 6.

3 Law on Local Public Administration, No. 436 dated 28.12.2006
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Taxes on natural resources merit close attention and investigation while looking at decentralization and
specifically EFR as these taxes are solely collected at the level of administrative-territorial units, despite
the fact that taxes on natural resources are not significant and constituted only 0.16% of the total fiscal
revenues in Moldova in 2009 (32 million lei out of 2038 million lei of total fiscal revenues at local level),
and accounted for only 1.5% of the local fiscal revenues (32 million lei out of 19175 million lei of total
fiscal revenues). It should be noted that the main taxes on natural resources are the following:

a) Water tax

b) Mineral exploration tax

¢) Tax on geological surveying of useful minerals

d) Useful minerals extraction tax

¢) Tax on the use of underground spaces for the construction of underground facilities not related to the
extraction of useful minerals

f) Tax on exploitation of underground facilities for the development of entrepreneurial activities, not
related to the extraction of useful minerals

g) Tax on standing timber

Table 1: Distributior of the various taxes at the different administrative levels in 2009

Tax Administrative level (%)
Income tax National public budget 414
Budgets of the administrative-territorial units 58.6
Salary income tax ~ National public budget 0.1
Budgets of the administrative-territorial units 99.9
VAT National public budget 99.23
Budgets of the administrative-territorial units 77
Excises National public budget 99.7
Budgets of the administrative-territorial units 0.3
Road tax National public budget 70.2
Budgets of the administrative-territorial units 29.8
Land tax National public budget 0
Budgets of the administrative-territorial units 100
Real estate tax National public budget 0
Budgets of the administrative-territorial units 100
Tax on natural National public budget 0
resources Budgets of the administrative-territorial units 100
Total fiscal National public budget 89.4
revenues Budgets of the administrative-territorial units 10.6

To date, Moldova has not been assessing or implementing comprehensive EFR. However, Moldova has
some experience with implementing selected EFR instruments, including environmental charges and fines
and environmental subsidies. The main EFR instruments currently being applied are summarized below.

Current environmental charges (fees) in Moldova

Environmental charges are mainly regulated by the Law on Payment for Environmental Pollution No. 1540,
dated 25.02.1998, with the last amendments made in 2008. The payments for environmental pollution set
in this law serve as the basis for establishing the National and Local Environmental Funds. The rates of the
charges for environmental pollution are set by the Parliament. The types of charges for environmental
pollution that currently exist in the Republic of Moldova are the following:
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Payment for emission of pollutants of the stationary sources

Payment for emission of pollutants from mobile sources

Payment for emission of pollutants by the cars not-registered in the Republic of Moldova -
Payment for discharge of pollutants

Payment for stocking production waste

Payment for import of goods that cause environmental pollution when used

Subsidies in the Environmental sector

The National and Local Environmental Funds of the Republic of Moldova have been operational since
1998%. The Ministry of Environment coordinates the activity of the National Environmental Fund (NEF)
and the Local Environmental Funds (LEFs), although the Local Environmental Funds are subordinated to
the State Ecological Inspectorate”. The aim of establishing environmental funds is to collect additional
resources to those currently obtained from the regular budget for financing environmental protection and
restoration.

In 2009, the National Environmental Fund accumulated revenues of 192 mil. lei. (around US$ 15.6 mil.*®),
which represents more than 20 fold increase in its budget since 2000, as shown in Table 2 below.

Table 2: Evolution of the National Environmental Fund revenues

2000 2001 2002 2003 2004 005 2006 2007 2008 2009
Revenues [7.7 7.9 11.0 20.6 24.5 42.2 49.9 57.5 141.6 |192.0
NEF,

mil. lei

The types of expenditures funded through the NEF in 2009 show that the highest share (76%) of the total
NEF expenditures aimed at funding projects for implementing the national strategies, programmes, and
plans for environment protection.

In 2009, the Local Environmental Funds accumulated revenues accounting for 8,420.4 thousand lei (around
US$ 685,000). The allocations to projects financed by the LEFs in 2009 in the different sectors show that
the highest share of 46% is for the transfers to NEF, with 32 % for expenditures related to maintaining the
level of technical capacities through training and awareness building and remuneration of personnel, while
around only 22% are expenditures related to protection, construction and development of environmental
protection measures.

Subsidies in the Agriculture sector

One of the main areas where the government provides subsidies is the agriculture sector. The subsidy
system for farmers in 2008-2015% was established for the following purpose modernizing the agricultural
sector and improving crop and livestock yields. The Agency for Payments and Interventions in Agriculture
is responsible for the subsidy system, and is subordinated to the Ministry of Agriculture and Food Industry.

In 2010, although the approved funds for the Agency were at the level of 300 million lei (around US$ 26
million), additional allocations were received by the Agency and the total budget of the Agency in 2010
was around US$ 50 million. Similarly, the Agency’s total budget in 2009 was equivalent to US$ 50
million. The distribution of agricultural subsidies in 2010 shows that the subsidy for ecological agriculture
was at the level of 0.3% of the total subsidy funds while subsidies for the utilization of fertilizers and

* Decision No. 988 dated 21.09.1998 related to the approval of the Regulation on Environmental Funds

%7 Functions based on the Decision No. 77 dated 30.01.2004 on Approval of the Structure and Regulation of the State Ecological
Inspectorate.

2 at the exchange rate of 1 USD =12.3 MDL by the end of 2009

¥ Government Decision No. 1305, 28.11.2007
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pesticides were at the level of 2.8% of the total subsidy fund. In other areas of agricultural subsidization,
environmental criteria are not applied.

Pricing policies in the Energy sector

The current taxation policy for imported natural gas is at the reduced rate of 6% VAT to residential
consumers. Imported gas is not subject to excise or customs taxation. Electricity supplied to the population
is not subject to taxation. Similarly, thermal energy not subject to taxation. To minimize the burden of
rising energy prices on socially vulnerable segments of the population, the central government and local
authorities offer energy rebates, 25% or 50% of the cost depending on the specific case.

Constraints to the adoption of EFR

Failure to integrate environmental concerns in sectoral policies and plans

Moldova currently does not have a comprehensive and modern environmental policy, especially in relation
to the requirements of European Union policies. Currently enacted environmental policy is incomplete and
hinders progress in environmental management. In terms of overall national development strategy, the
chapter on “Regional Development” of the National Development Strategy for 2008-2011 covers limited
parts of environmental policy. Although various sub-sectoral policies related to environmental
management have been adopted in Moldova, the level of integration of environmental concerns into
sectoral policies remains very weak. Although the Institutional Development Plans (IDP) at the level of
each sector ensure a strong link to the budget plan (MTEF) of each sector, and can provide a basis to
identify priorities and specific performance targets, it should be noted that the IDP and other strategic
planning exercises at central and sectoral levels remain weak and linkages between strategic planning and
budget planning are virtually non-existent. Greening MTEF and budgeting procedures apparently has not
been an issue so far in Moldova. Analytical assessments of the MoE's IDP recommended several areas of
improvement, including better alignment with the goals and targets of the National Development Strategy
and beg%er reflection of the objectives of the public administration, regulatory and financial management
reform™.

The environmental sector’s budget remains extremely limited and constitutes only 0.2% of the total
national budget. It is even expected to drop further to 0.1% by 2011. Most of the budget funding covers
staff costs only and does not allow the Ministry to fully implement its core responsibilities. In the other
sectors, environmental concerns enjoy little attention. For example, the agriculture sector received 3.1% of
the national budget in 2009, but environmental priorities are weakly developed in the sector’s development
plan. Similarly, in the energy sector, the development of energy efficiency and renewable energy sources
despite recent improvements in the legislative framework remain weakly addressed.

Failure to allocate resources to environmental protection

The Law on Payment for Environmental Pollution serves as basis for establishing the National and Local
Environmental Funds. In 2009, the National Environmental Funds' (NEF) revenues were around US$15.6
mil., while the Local Environmental Funds' (LEF) revenues were around US$ 685,000. The highest share
of the NEF revenues, over 90%, comes from Payments for Goods causing Environmental Pollution.
Revenues to the LEFs come mainly from payments for environmental pollution. With the exception of
Payments for Goods causing Environmental Pollution, current environmental charges do not provide
sufficient incentives to decrease pollution, nor are they able to provide sufficient funds for environmental
investments in Moldova that would support the implementation of environmental policies. In addition, LEF
revenues remain very small, not allowing for any significant investment.

% OECD/EAP, 2009. Capacity Development Agenda and the Environment Sector: The case of Moldova.
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The current pollution charge system is overly complicated and targets too many pollutants. The efficiency
of applying fees and fines for pollution could probably be improved significantly by focusing on fewer
pollutants and targeting major polluters. Similarly, there is a significant potential to improve spending
strategies and the project life cycle of NEF and LEFs in line with good international practice in managing
environmental funds. However, the management and governance of both the pollution charge system and
the environmental funds represent an important area for improvement.

The analysis of other potential EFR instruments also demonstrated the need for integrating environmental
concerns in current subsidy schemes. In the agriculture sector, although the level of subsidies were
significant (with around of US$ 50 million in 2010 and US$ 50 million in 2009), environmental
considerations are under-represented, especially in comparison to good international practice. In the energy
sector, a full tax exemption policy is currently implemented, probably motivated by affordability concerns
and political motivations. However, such policy fully counteracts all desirable efforts towards energy
efficiency and shift to renewable energy sources.

Weak national cooperation and partnerships related to EFR

The OECD Environmental Action Plan (EAP) has initiated some support to MoE in the area of EFR, and
developed a brief stocktaking paper’' addressing institutional capacity for environmental management in
Moldova, and that was the basis for launching National Policy Dialogues on Environment and
Development starting late 2009. The Dialogues were designed to allow MoE to foster necessary regulatory
and public administration reforms in the environmental sector, and define measures for capacity
development at all levels of the governance structure. The following topics were addressed by the first
round of Dialogues: (i) adopting an evidence-based approach to decision-making; (ii) greening the
economy: priority sectors and policy measures; (iii) environmental financing: challenges and opportunities;
(iv) local-level development and the environment; (v) the private sector’s role: environmental compliance
and beyond.

Although EFR is considered as a priority area of intervention, current efforts remain insufficient to trigger a
national process for effectively developing and integrating EFR instruments into sectoral policies and
budgets. This is in part due to the absence of formal cooperation and partnership agreements to legitimately
tie EFR to other key development sectors, both at the central and local levels.

There is currently no existing coordination mechanism for ensuring regular exchange and discussion of
local, national, and global environmental challenges and environmental priorities in an integrated manner,
although limited consultations have been conducted between the environmental policy makers and other
development sectors such as agriculture, energy and transport. At the local level, the decentralization
process has not considered environmental issues as a priority to make it an integral part of the
decentralization process mainly due to lack of consultation and coordination between local stakeholders and
the concerned local representatives of the environmental agencies.

Moreover, information and communication gaps exist in Moldova and aggravate the current lack of
coordination among concerned partners with regards to environmental priorities in general and EFR
specifically. Lack of transparent reporting on the activities and funding of the NEF and LEFs has been
flagged as a key aspect in the mismanagement of environmental subsidies and hence its importance in
addressing environmental priorities. Up-to-date technical and financial data and information related to
environmental priorities are either non-existent or scattered at sectoral level with limited linkages to
environmental management policies.

Environmental Fiscal Reform (EFR) as a priority capacity development need: This project responds to the .
recommendations made in the NCSA Final Report and Action Plan, as well as those during project

3 OECD/EAP, Institutional Capacity for Environmental Management in Moldova: A Brief Stocktaking Paper. Draft, November
2009.
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development for the adoption of environmental and financial instruments for strengthening environmental
management within Moldova’s global environmental commitments. In this respect, the project will
develop capacities to support an EFR approach that focuses on eco-tax reform, shifting tax burdens, the
development of green subsidies, and on reforming environmentally harmful subsidies. EFR can also be
seen as one area of the green economy concept currently promoted by the Organization for Economic
Cooperation and Development (OECD), UNEP and a number of other institutions, and which has been
followed with great interest by the Moldovan Government.

A substantive review and analysis of economic and financial instruments and measures was undertaken
during project development. The following instruments, typically used in an EFR, will be considered in
greater detail to determine their applicability to Moldova and potential to meeting national and global
environmental priorities under the three Rio Conventions.

» Eco-taxes and environmental charges levied, for example, on emissions (e.g., CO,, SO,), wastewater
effluent, water abstraction, energy (e.g., fuels, sulfur in fuels), transportation (e.g., annual circulation,
car registration/import/emissions, motor size), landfill and/or incineration, resources (e.g., raw
materials, minerals), and environmentally harmful products (e.g., packaging material, tires, pesticides,
batteries)

e  Other fiscal and tax instruments such as import duty differentiation, value-added tax (VAT) rate
differentiation, accelerated depreciation

* Emissions trading that can help ensure that a given overall emission target is met via allocation and
trading of emission allowances

e Green subsidies, such as investment grants, soft loans, interest subsidies and equity finance for
investment supporting the implementation of environmental policy, or, for catalyzing the uptake or
mainstreaming of environmental technologies

» Reform of environmentally harmful subsides, e.g., subsidies that were introduced for purposes other
than environmental policy but which effectively counteract environmental policy or support unsound
environmental practices

¢ Green public procurement that can catalyze the mainstreaming of environmentally sound technologies
and foster environmentally sound and sustainable manufacturing and production sector by including
sustainability criteria in purchasing decisions

e Measures aimed at “greening” the yearly or longer term public budgeting processes, e.g., by including
sustainability criteria in budget formulation

» Measures aimed at greening commercial finance (e.g., financial products and services offered by
commercial banks, insurance and leasing companies) may be included in EFR solutions

Project rationale: The environmental sector’s budget in Moldova is very limited and constitutes 0.2% of
the total national budget and is likely to drop to 0.1% by 2011. Moreover, most of this funding covers
staff costs and does not allow the MoE to implement its core activities nor to promote necessary policies.
In the other sectors, environmental concerns are virtually non-existent, although the agriculture sector
benefited from 3.1% of national budget in 2009, limited environmental issues figure on the sector’s
development plan. In addition, existing environmental pollution charges earmarked in the Law on
Payment for Environmental Pollution that constitute the revenues of the National and Local
Environmental Funds have mobilized 2009, around US$ 15.6 million of revenues for the NEF’s, and
around US$ 685,000 of revenues for the LEFs. These are rather limited resources that cannot allow for
many important environmental investments in Moldova in order to support the implementation of national
and local environmental policies that have demonstrable benefits for the global environment.

This project will initiate and pilot EFR instruments targeted to meeting Rio Convention objectives and
ensure their integration within national plans and policies, especially in national taxation and regarding the
decentralization process in Moldova. The project will establish a strong basis for the institutionalization
of an EFR on national level with the support of concerned governmental institutions such as MoE, the
Ministry of Finance, and other line Ministries through the establishment of the Moldovan EFR
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Commission that will initially be established as a project steering committee and eventually evolve to
continue as Moldovan EFR Commission. :

Project objective: This project sets out to build capacities for implementing environmental fiscal reforms
(EFR) that will produce increased national and global environmental benefits through the adoption of
selected subsidies, fees, fines, taxes and other appropriate fiscal instruments. The reforms will focus on
creating conditions, financial incentives and disincentives, and decreased opportunity costs to undertake
actions that deliver global environmental outcomes. For example, the project will strengthen the use and
enforcement of particular fee structures that increase the cost of using banned pesticides and herbicides in
agricultural practices that pose a threat to endemic species and migratory birds. Piloting these
environmental fiscal reforms at the local and regional level will also demonstrate their contribution to
achieving low-emission and climate-resilient development strategies (LECRDS). For example, the
elimination of key energy subsidies could accelerate the decommissioning of high greenhouse gas
emitting technologies, coupled with new subsidies and agreements for the transfer of clean energy
technologies at preferred concessional rates of financing. The expected outcome is that EFR will be
adopted as an important element of Moldova's development policy, whereby improved fiscal and financial
instruments and their use would strengthen regulatory and other approaches to environmentally sound and
sustainable development, with a particular emphasis of meeting obligations under the three Rio
Conventions.

The project will also contribute to and complement a broader national decentralization reform process,
including policy planning at the national level, redesigning of competencies and responsibilities of local
and sub-national governments and reforming local government revenue systems. In order to reach
Government of Moldova's objective, the project will adopt a focused and comprehensive strategy
composed of three main components. This strategy is consistent with the Territorial Approach to Climate
Change, which takes a comprehensive approach yet targeted capacity development support at the sub-
national level to meet climate change objectives. By developing targeted capacities to achieve financial
sustainability of global environmental outcomes, this project will also complement the goal of the
Moldova Low Emissions Development Strategy (LEDS) and the National Adaptation Strategy, both of
which are both currently under development with UNDP support.

Component |; Reform of environmentally harmful subsidies, green subsidies, as well as environmental
charges within the agricultural and energy sectors.

During the project development phase, an in-depth assessment of potential EFR instruments and measures
that could realistically be adopted in Moldova was undertaken. Three main areas of intervention were
identified that will be addressed in component 1 of the project:
¢ policy reform in the area of environmentally harmful subsidies, with a focus on the agricultural and
energy sectors
* reform of existing environmental charges and facilitation of eco-technology investments
improved regulations and operational management of the National and Local Ecological Funds
(NEF/LEFs)

The main purpose of this project component is to support the initiation of an environmental fiscal reform
process that will help Moldova better address global environmental challenges and problems, with clear
and realistic targets. The project will ensure the political commitment to the economic and fiscal reforms
and their institutional sustainability through in-depth consultation with all key stakeholders, closely linked
with the broader administrative and fiscal reform process. This will allow substantiating and refining the
results from the assessment and design of a comprehensive EFR package. The EFR assessment will take
into account existing policies and institutions, to ensure a match between the instruments proposed and
their feasibility and cost-effectiveness. The assessment will also take into account relevant practice in the
EU area.
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The project will facilitate and inform the political process for the adoption of the agreed EFR and will
support the institutionalization of this reform within national administrative reform. The project will also
support and further strengthen environmental authorities as well as other concerned stakeholders.

This component will be closely coordinated with on-going OECD programmes related to EFR,
specifically OECD’s activities for developing a case study on environmentally-harmful subsidies in
Moldova in the agriculture and energy sector, as part of its Work Programme that will be launched in
2012. This component will also complement OECD’s activities for designing and costing of an
environmental expenditure programme for the Ministry of Environment, possibly to be managed by the
National Ecological Fund, and which will be launched in 2012.

Globally significant environmental benefits will be delivered as a result of environmental fiscal reforms
that reduce or eliminate environmentally harmful subsidies and optimizes existing environmental
subsidies and environmental charges as instruments that will substantially reduce anthropogenic pressures
on endangered endemic wildlife, desertification, drought and land degradation. The project will also help
improve measures to combat the impacts of climate change, as well as create an environment that
catalyzes climate change mitigation measures in a way to reduce emissions of GHG.

-Sub-component 1.1: Policy reform in the area of environmentally harmful subsidies

Currently, agricultural subsidies and fiscal incentives for energy products are without adequate
environmental or sustainability measures, and with no consideration to the objectives of the CBD, CCD,
and FCCC. In Moldova, there have not been coordinated efforts in considering international experience in
incorporating environmental and Rio Conventions-related criteria into policies enabling subsidies and
fiscal incentives in the agriculture and energy sectors. Consequently, current subsidies and pricing
practice could be improved, strengthening their contribution to meeting and sustaining the goals of the Rio
Conventions, building on experiences from other countries, in particular from within the European Union
and the on-going GEF project in Kyrgyzstan. Examples include green agriculture subsidies that have both
positive economic and environmental benefits such as increased employment, a reduction of harmful
chemicals and compounds, higher land and soil productivity, and more rational energy use and pricing in
line with FCCC targets.

Policy reform in the area of environmentally harmful subsidies will be implemented as follows:
1) Reform of agricultural subsidies:

a) Identify options for greening and fundamentally reforming current agricultural subsidies, focusing
on aspects such as effective and maximized contribution to targets and goals of CBD and CCD;

b) Development of new markets for agricultural products and realizing export potentials for such
products, and the realization of positive employment effects. This will be done taking especially
into account relevant experience in the EU area;

¢) ldentify which potential options are feasible and most desirable for implementation; and

d) Elaborate selected reform proposals in detail and elaborate concrete implementation measures,
including relevant legislation and implementation guidelines.

2) Reform of energy subsidies:

a) Determine the economic, fiscal, social, and environmental effects of applying the maximum rates
of VAT, excise taxes, custom duties and other fiscal instruments on different energy products,
assuming different economic growth scenarios, different taxation shift scenarios, as well as other
relevant variables;

b) Identify which potential options are feasible and most desirable for implementation, focusing on
issues such as effective and maximized contribution to targets and goals of FCCC, the
development of new markets and cleaner technologies in the energy sector, the protection of
vulnerable groups of society. This will be done taking especially into account relevant experience
in the EU area; and

¢) Elaborate selected reform proposals in detail and elaborate concrete implementation measures,
including relevant legislation and implementation guidelines,
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Sub-Component 1.2: Reform of environmental charges and facilitation of eco-technology investments

The reform of environmental charges will be aimed at maximizing effective contributions of these
instruments to the targets and goals of the CBD, CCD, and FCCC, taking into account good international
practice and experience in this field. For example, existing air pollution charges would better contribute to
achieving Moldova’s FCCC commitments by introducing charging methodologies and practice that
effectively reflect climate change related external costs. Another example would be to develop new
charges that directly contribute to fulfilling Moldova’s commitments under CBD and CCD, focusing for
example on the agriculture sector (e.g., pricing mechanisms aimed at improving soil quality or pricing
mechanisms supporting biodiversity and nature conservation). In the area of eco-technology facilitation,
the reform would be focused on identifying and establishing financing mechanisms effectively supporting
the mainstreaming of tested eco-technologies that effectively contribute to fulfill Moldova’s commitments
under the CBD, CCD, and FCCC. Actual eco-technologies would be identified during project
implementation but could include, for example, technologies related to using certain types of renewable
energy sources, such as biomass.

Policy reform in the area of environmental charges and related green subsidies will be implemented as
follows:
1) Reform of environmental charges:

a) Develop a detailed reform concept for Moldova’s pollution charge system based on analyzing
environmental, economic and fiscal effects of current charges, good international practice in
implementing such charges (for example in Czech Republic, Poland, Western Europe), creating
effective links to Moldova’s commitments under CBD, CCD, and FCCC.

b) Review other existing —environmental charges, taking into account good international practice in
implementing such instruments, and prepare detailed reform concepts to further improve the
implementation of these charges, including in particular strengthened links to Moldova’s
commitments under CBD, CCD, and FCCC.

¢) Elaborate concepts and draft legislation for selected new environmental charges, related to areas
covered under CBD, CCD, and FCCC.

d) Facilitate and inform the political process to implement the proposed reform.

2) Facilitation of increased eco-technology investments:

a) Prepare a market analysis of current (financing) markets for several groups and types of eco-
technology solutions that have a high potential to be mainstreamed in Moldova, focusing on eco-
technologies related to issues covered by CBD, CCD, and FCCC.

b) For selected types of eco-technology solutions identified, develop detailed spending strategies,
project cycle management procedures, as well as related procurement procedures that can be
adopted through a suitable financing mechanism, identified or enabled by the project.

Sub-Component 1.3: Improved regulations and operational management of the National and Local
Ecological Funds (NEF/LEFs).

The NEF and LEFs currently represent the most important environmental subsidy schemes in Moldova.
The project will contribute to further improving the management and operational procedures of these
funds, focusing on facilitating investments related to Moldova’s commitments under the CBD, CCD, and
FCCC. At present, commitments related to the Rio Conventions play a very minor role in decision-
making on how the resources of the NEF and LEFs are being allocated.

Improving management and operational procedures of NEF and LEFs will be based on the application of
good international practice focusing on the following areas:

a) Develop transparent and detailed short-term and long-term spending strategies, based on national
policy priorities, relevant EU environmental policy, as well as priorities established by the Rio
Conventions,

b) Develop detailed procedures for Project Cycle Management (PCM) for 2-3 priority spending areas
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related to Rio Conventions, including procedures such as project identification (in particular via
open, public tendering), project appraisal, project selection and approval, contracting, project
implementation, and project monitoring and evaluation.

c) Develop recommendations to further strengthen current governance structures

d) Develop recommendations to strengthen information management needs, supervision and
reporting policies and practices of the NEF and LEFs, including reporting related to their effective
contributions to Moldova’s commitments under the Rio Conventions.

Component 2: Capacity development for EFR to build consensus among concerned stakeholders. The

extensive consultations during the development of this project have shown a high level of interest by all
stakeholders and sometimes also a lack of understanding of certain potential EFR approaches in Moldova.
This component of the project will support an extensive programme of training, information dissemination
and advocacy to ensure adherence and involvement of all concerned stakeholders in the EFR process, its
contribution to meeting obligations under the Rio Conventions, and reform implementation. Through this
component, necessary information and public awareness campaigns will be developed based on the
tailored needs of the central administration as well as sub-national authorities, private sector and NGOs.
The extensive consultations undertaken during project development and during project implementation
under this component could take place in tandem with the broad multi-stakeholder consultative process of
LECRDS development.

This component will ensure visibility of national and global environmental priorities in Moldova and will
support the establishment of a regular and substantive multi-stakeholders consultative process. Such a
mechanism is intended to catalyze policy processes that can engage key development partners in
understanding and cooperating for fulfilling Moldova’s national and global environmental priorities.

By providing clear and necessary training to concerned stakeholders, practitioners, and decision-makers
regarding the technical and policy options needed for greening and reforming environmental subsidies and
charges, analysis of financing markets, and costing exercises to meet global environmental objectives, it is
possible to mobilize and engage policy-makers in responding to national and global environmental
priorities through the implementation of an EFR process in Moldova. Such an EFR process thus responds
to Moldova’s commitments to meet both national and global environmental goals.

A training needs assessment will be conducted to identify most useful training programmes that can be
implemented through the project. The training programme should cover all the instruments and measures
included in the EFR process as well as methodological guidance recommended as part of the NCSA as
well the priority EFR instruments identified in during project development. Training programmes should
also cover topics such as the development of technical regulations and by-laws and mechanisms needed
for implementation of new regulations.

A comprehensive information campaign focused on all concerned stakeholders will be designed and
implemented to disseminate information on EFR to meet national and global environmental priorities.
State-of-the-art communication tools including a dedicated website will be elaborated to optimize
information access and provision. Dedicated information management will inform policy reform
processes and will help parties affected by the reform in better preparing for and adapting to
proposed/enacted changes.

Sub-Component 2.1: Capacity building for EFR

1) A training needs assessment is conducted

2) Training implemented in line with national and local needs. Particular attention will be given to how
the institutionalization of EFR measures will make an impact to meeting Rio Conventions objectives.
These would include but should not be restricted to the following:
a) Training to farmers and farmer associations on the reformed subsidy schemes, aimed at

facilitating subsidy implementation

b) Study tour regarding the implementation and actual environmental/economic effects of emission
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and effluent charges in selected foreign countries (e.g., Poland, Czech Republic or certain Western
European countries)

¢) Training of the staff of the targeted financing institutions/mechanisms in introducing, managing
and marketing new eco-technologies financing schemes

d) Training to NEF/LEF staff on new management and operational procedures, as well as
governance procedures

Sub-Component 2.2: Communication and awareness
A comprehensive information campaign will be designed and implemented based on national and local
needs while at the same time meeting global environmental priorities.

The information campaign would include, among others, an interactive and multilingual website on EFR
including relevant legislation and policy; reports and news from the GEF/UNDP EFR project; an online
library including EFR related reports from Moldova and abroad; information on the work of the Moldovan
EFR Commission; semi-annual e-newsletters; and additional content as defined and agreed during project
implementation. This will also include the development of at least two publications capturing the
project’s results in the form of lessons learned and case studies, which will be developed in order to
disseminate to the concerned national stakeholders the outcomes and the key results of this project.

Sub-Component 2.3: A political dialogue is established

With the support of the project, a Moldovan EFR Commission will be established and will be meeting on
a regular basis to provide guidance and political support to the EFR process and to develop a strategic
platform for the adoption of an EFR policy process that would be sustained after the lifetime of the
project. The appropriate institutional mandate and functions will be adopted for this Commission to allow
the continuation of its work. A series of workshops and policy dialogues with international participation
to discuss the various reform proposals and related relevant international experience will be implemented
to support implementation of reform proposals elaborated under components 1 and 3. This sub-
component will be organized and implemented in tandem with consultative processes as part of the setting
up of coordination structures for the finalization and implementation of the LEDS and National
Adaptation Strategy.

Component 3: Integration of EFR in Jocal and central planning processes

This component will allow a step-wise implementation of the EFR process in local and central budget
planning and will also allow testing of existing and new EFR instruments and build up experience and
confidence. Priority EFR instruments will be adopted and implemented as early as possible during the life
of the project to identify unexpected and unintended consequences of the reforms, calling for revisions in
approaches and objectives. The component will pilot selected identified EFR instruments at the sub-
national level in support of the government’s decentralization agenda and will ensure that fiscal reforms
are meeting national and global environmental objectives.

The main objective of this component is to support the greening of Moldova’s decentralization process,
specifically its Performance Based Budgeting system and the strengthening of the MoE budget planning
process and its MTEF to ensure that the financial planning at local and national levels are addressing
local, national as well as global environmental priorities. This component will lead to improving budget
allocations and investment finance for biodiversity, climate change and land degradation as part of its
strategy and will capture modalities for sustaining such financing,.

The project will aim at elaborating and implementing EFR instruments at the sub-national level (district
and municipality level) as part of the Government of Moldova's on-going decentralization process and
policy to strengthen sub-national authorities, by closely coordinating with the UNDP and UNWOMEN
Joint Integrated Local Development Programme (JILDP). Given the JILDP's approach, consultations will
take place to explore potential synergies with the territorial approach to LECRDS during project
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~ implementation.

EFR will be integrated as part of the “Financial Decentralization Working Group” of the JILDP that has
been established to improve the local public finance system that would guarantee the financial autonomy
of LPAs, maintaining financial discipline and increasing technical and financial efficiency. The Parity
Commission on Decentralization, including public authorities, civil society and associations of LPAs has
been established and in its Working Groups the preliminary consultations on the content of the strategy
have been conducted. After the agreement on the draft Strategy in the Parity Commission it will be
submitted to the Government for approval.

Moreover, the project will closely cooperate and integrate EFR approaches within the JILDP activities for
piloting Performance Based Budgeting in five towns in Moldova. In order to meets its objective, the
JILDP is developing human, institutional and financial management capacities in the selected towns,
designing appropriate systems and procedures and adopting it to local governments plans, budgets,
implementation, monitoring and evaluation activities in a participatory manner, based on the following
steps:

1)  Performance based budgeting system implementation: assessment and concept elaboration

2)  Capacity development of local public authorities and other local stakeholders in PBB

3)  Support local authorities in implementing the performance based budgeting system in $ pilot towns

This project component will also strengthen the institutional basis of the economic and fiscal reforms by
integrating reform outcomes in the budget planning process. This will be done by establishing decision-
making modalities for linking strategic planning to budget planning based on national plans and
programmes within the context of “greening the budget and MTEF planning”. The available financial
resources and economic revenues that will be identified through the project will allow the environmental
institutions and other concerned administrations at central and local levels to strategically respond to
priority national and global environmental management problems. More specifically, MoE and the
targeted local public administrations (LPA) that are involved in the reform process will be supported
through the project to establish the appropriate strategic and budget plans that respond to national and
global environmental management priorities and needs.

Activities within this component will be planned and implemented in a way that will be coordinated with
and complement OECD’s activities related to MTEF training for environmental authorities in Moldova in
2011. A comprehensive monitoring and evaluation plan will be developed and implemented throughout
the lifetime of the project and will allow the project to identify and remedy implementation problems as
they emerge. The M&E plan will also verify the benefits of the intervention and measure national and
global environmental benefits that will result from the project.

Sub-Component 3.1: EFR instruments integrated in the decentralization process

The project will complement the policy, institutional, as well as individual capacity development activities
of the JILDP to plan and implement local programmes and services in line with local needs by piloting
EFR in selected LPAs. In particular, this sub-component will emphasize the inherent linkage between the
application of EFR at the local territorial level and expected global environmental outcomes as called for
under the three Rio Conventions.

This will be done through the following:

a) Establishment of a sub-group under the working Group on Financial Decentralization for the
identification of sectoral strategies for collection and distribution of taxes at decentralized level to
meet global environmental objectives

b) Identification of global environmental priorities within the local development strategies such as
natural disaster management and green insurance, as well as strategies consistent with LECRDS

¢) Integrating global and local environmental concerns in the local planning process by identifying
-and implementing reform in potential fiscal instruments at the local level such as natural resources
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extraction, land tax, and other local taxes and fees. These activities will be closely linked to the
process of performance based budgeting underway in the five pilot towns in Moldova within the
JILDP

Sub-Component 3.2: EFR instruments integrated into governmental budget and MTEF process

This sub-component will establish modalities for linking strategic planning (and related costing and
financing strategies) to budget planning based on national plans and programmes and good international
practice in this area. This will be achieved by:

a) Training on green budgeting and planning in line with OECD guidelines™ and good practices to
integrate global environmental priorities in Moldova's Medium-Term Expenditure Framework
(MTEF). Subsequent adoption of the training by supporting the ministries in developing and
implementing budgets and MTEF plans in line with good international practice in this area.
Training will also be structured in line with Moldova's Medium Term Objectives of Fiscal Policy.
Specific recommendations on EFR that could be taken up in this policy and included in future
fiscal policy documents will be elaborated.

b) Building upon capacities developed in components ! and 2, as well as 3.1 and 3.2.1, support the
MoE in elaborating their budgets and MTEF submissions and evaluate the extent to which the
MoE's budgeting process uses EFRs to better meet targeted environmental objectives, with
particular emphasis on meeting Rio Convention objectives

¢) Building upon EFR best practices, update existing assessments and financing strategies within the
framework of the MTEF to implement the Rio Conventions, including the identification of
realistic sources of funds through EFRs

B.2. Incremental /Additional cost reasoning: describe the incremental (GEF Trust Fund) or
additional (LDCF/SCCF) activities requested for GEF/LDCF/SCCF financing and the associated
global environmental benefits (GEF Trust Fund) or associated adaptation benefits
(LDCF/SCCEF) to be delivered by the project:

By developing capacities for EFR, the Government of Moldova will be able to mobilize additional financing
for activities that meet global priorities and obligations, catalyze environmentally sound and sustainable
development, and strengthen Moldova's national strategies to yield low emission and climate resilient
development. In addition, the project would contribute significantly to internalizing pricing strategies in a
number of key areas related to the Rio Conventions. This project thus represents a crucial cornerstone of
Moldova's capacity to meet global environmental objectives, and an important contribution of the GEF.

Notwithstanding, this project has significant implications for meeting national and global development
priorities, which is why the Government of Moldova and other development partners have committed to co-
financing the project. The GEF contribution is also critical to ensuring that the best available international
expertise, experience and know-how are accessed, since EFR is still in a relatively early stage of application.
The project will bring together a wide range of international expertise from within the region and overseas to
allow the MoE to establish new management procedures of its existing fiscal mechanisms and instruments, and
to mobilize public sector financial contributions to issues of both national and global environmental
significance. Co-financing will complement the GEF grant to complement the on-going national
decentralization reform process by integrating environmental, economic, and fiscal instruments in sub-national
decision-making processes. Co-financing will also establish a process for aligning the national environmental
programmes and action plans with the national budget allocations and financial plans. The GEF grant and co-
financing will facilitate a dialogue with donors and the private sector in order to increase and optimize
investments that contribute to meeting Moldova’s global environmental objectives and commitments.

32

OECD EAP Task Force, 2010. Mainstreaming environmental programmes into public budgets: a regional survey.
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Several key aspects were taken into consideration in the development and allocation of resources within the
project components in order to promote its cost-effectiveness.

First, the project’s strategy of identifying, reforming and implementing economic and financial instruments for
national and global environmental management is the most cost-effective means of achieving policy results.
This is because properly designed economic and financial incentives lead to dynamic incentives to reduce
pollution or natural resource use, thus a more cost effective allocation of resources. This is widely promoted
by the OECD and other international institutions in various publications and appears in modern theories and
applications of internalization of environmental externalities to help correct market failures and increase cost
efficiency of environmental policy.

In the area of environmentally harmful subsidies, cost efficiency gains can be realized by simply redirecting
subsidy flows from unsustainable practices to more sustainable practices, i.e., by removing subsidized
activities that lead to increased external costs. Often such reforms can be associated with large savings, for
example, if polluting activities and practices are no longer subsidized, there is no need to invest in pollution
abatement. The project will attempt to realize such gains in the agriculture and energy sectors as those most
relevant to meeting Moldova’s commitments under the CBD, CCD, and FCCC.

The project will systematically look at and build upon international best practice in implementing EFR
policies, in particular cost-effectiveness gains realized through EFR, and determine their applicability to
Moldova. Consequently, this project will help Moldova to further align and strengthen its environmental
policies with international standards, in particular with relevant provisions under the Rio Conventions. This
strategy is very relevant given Moldova’s current status as one of the poorest nations in Europe and where
financing for the environment sector is extremely scarce.

Through the reform and adoption of appropriate fiscal instruments (in particular earmarked charges, green
subsidies and the greening of public budgeting processes), Moldova will be able to raise additional revenues
that can be used for catalyzing the implementation of environmental policies, in particular policies related to
Moldova’s commitments under the Rio Conventions.

The GEF grant thus leverages important contributions from the Government of Moldova, as well as private
sources to deliver both national and global environmental benefits. The project development grant provided
by the GEF, complemented by government co-financing and UNDP, also allowed for the careful preparation
of this project to ensure its strategic and cost-effective design and implementation plan.

The intervention is also extremely timely, as broader and deeper administrative and fiscal reforms are being
advanced by the new leadership in the country, including the revision of the Law for Environment and the
decentralization process. The project’s cost-effectiveness is thus incremental in adding environment to the
overall programme of fiscal reform in Moldova.

A clear co-financing and coordination strategy with other on-going initiatives related to EFR, including those
of UNDP, the Government of Moldova and OECD will ensure a multiplier effect of project outcomes through
the integration of EFR approaches, methods and innovations in other sectoral policies and plans and the
potential for the results to be replicated and applied to other key sectors. The total project cost of under US$ 1
million is expected to generate far greater returns in terms of national and global environmental benefits. By
integrating the EFR process within broader fiscal reform, the project will thus create important synergies and
cost-savings towards meeting global environmental objectives.

B.3.  Describe the socioeconomic benefits to be delivered by the Project at the national and local
levels, including consideration of gender dimensions, and how these will support the achievement of
global environment benefits (GEF Trust Fund) or adaptation benefits (LDCF/SCCF). As a
background information, read Mainstreaming Gender at the GEF.:
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Important socio-economic benefits are expected to be delivered through this project by improving the
financial sustainability of agricultural and economic activity along more sustainable levels. This includes
strengthening and enforcing incentives for the application of the kind of agrarian reform that reduces
anthropogenic pressure on the environment while at the same time addresses the root causes of such
pressures, namely the direction of financial revenues to improving sustainable alternative livelihoods.
Another example is the enforcement of stronger disincentives, fees and fines that place a greater cost and
burden on activities that disproportionately affect the urban poor, women and children. The fiscal and
associated institutional reforms will take a holistic approach to ensuring that national socio-economic
benefits, including addressing gender priorities are fully addressed as these will play a critical role in the
achievement and sustainability of global environmental benefits. The details of these reforms must be
based on a thorough and in-depth expert analysis and broad-based consultation and negotiation during
project implementation.

B.4. Indicate risks, including climate change risks that might prevent the project objectives from
being achieved, and if possible, propose measures that address these risks to be further developed
during the project design:

Risk Risk rating | Risk mitigation strategy

Governmental supportto | Low The project will facilitate a process that allows experts
adopt EFR decreases with and politicians to negotiate and agree on the appropriate
technical and political EFR instruments to meet project objectives and goals.
challenges The prioritization process will be based on national and

global priorities as well as economic feasibility and will
ensure ownership of the EFR instruments agreed upon.
The institutionalization of the EFR instruments within the
strategic plans at national level will also allow strong and
long-term commitment to the proposed measures.

Limited specialized skills | Low The project strategy aims at mobilizing highly competent
required in the field of international expertise on a short-term but regular manner,
public finance in order to work in parallel with national expertise that
management in Moldova will be called upon extensively and on a longer-term

for EFR basis. This will allow transfer of expertise and know-how

and strengthen the institutional sustainability EFR
instruments to meet Rio Convention objectives.

Multiple levels of Low Moldovan EFR Commission allows experts and decision-
bureaucracy involved in makers to agree on the priority and optimal set of fiscal
the implementation of measures. The communication and training programme
fiscal measures. will facilitate full awareness and understanding among

key agencies on their roles, responsibilities, and
accountabilities with respect to the EFR process.

The potential to ascertain | Medium The project will give careful attention to apply the

full transparency in principles of adaptive collaborative management so as to
implementing fiscal ensure that all concerned stakeholders (including the
measures is not accepted MoE, MAFI, MoF, ANRE, State Chancellery, regional
by all concerned parties. and local public administrations, private sector and other

non-state actors) adopt and enforce EFR
recommendations as part of the Environment Law, Tax
Code and other national legislation and policies.
Monitoring and reporting activities undertaken by the
project will be mainstreamed within the existing
structures of the concerned national institutions, ensuring
high monitoring standards. The wide dissemination of
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results will further promote transparency and ensure
commitment to the EFR process.

Despite the interest, the Low Securing the political commitment of local authorities is
local authorities where the central to the success of EFR, and special attention will be
EFR instruments are given to ensuring that their concerns and priorities are
piloted lose their interest fully addressed.

in the project EFR and the improved fiscal measures will be undertaken

in a way that provides substantive financial and
environmental gains to local authorities.

The integration of the EFR within the decentralization
processes through a multi-stakeholders consultative
process should reduce resistance to proposed EFR
measures.

B.5. Identify key stakeholders involved in the project including the private sector, civil society
organizations, local and indigenous communities, and their respective roles, as applicable:

Several institutions are concerned with national environmental management in Moldova.

Ministry of Environment® {MoE)

The Ministry of Environment was established in 1998. The MoE is responsible for ensuring the
development, promotion and implementation of state policy on environmental protection and rational use of
natural resources. MoE basic functions is to ensure the integration of environmental requirements in the
processes of economic and sector policy reform, management of the National Ecological Fund, and
coordination of local environmental funds, etc. Several agencies are subordinated to the MoE, these include
the Water Agency Moldova; Agency for Geology and Mineral Resources, the National Regulatory Agency
of Nuclear and Radiological activities, State Hydro meteorological Service, Department of Fisheries,
Institute of Ecology and Geography (dual subordination to the Academy of Sciences and the MoE).

The main agencies of MoE which play a key role in EFR are the following:

- State Ecological Inspectorate™ (SEI). SEI’s structure is composed of a central office, four
environmental agencies with Ecological Investigation Centres (Chisinau, Balti, Cahul, Gagauzia)
and 31 environmental inspections in districts.

- Ecological Funds®. Ecological funds were established in accordance with the Law on
Environmental Protection®® for the collection of additional resources to finance environmental
protection and restoration of ecosystems. Local Ecological Funds (LEF) are subordinated to the
State Ecological Inspectorate and the National Ecological Fund (NEF) to Ministry of Environment,
which coordinates the LEF activity.

Ministry of Agriculture and Food Industry (MAFI)”

The MAFT has the mission to ensure national policies promoting sustainable development of the country's
agro industrial sector by increasing productivity and competitiveness of the sector and ensure food
sufficiency and safety of the country in order to create prerequisites for permanent increase in welfare.
Several agencies are subordinated to MAFI, these include 10 educational institutions, 6 services, agencies,
commissions and specialized inspectorates, including the General Inspectorate of Sanitary Surveillance and
Control Seed, 37 District and municipal directions of surveillance and control seeds, 5 practical scientific
institutions and the Agency for Payments and Intervention in Agriculture®®. The APIA was founded in 2010,

33 Government Decision No. 847, 18.12.2009, www.mediv.gov.md/
™ Government Decision No. 77, 30.01.2004, www. inseco.gov.md/
** Government Decision No. 988, 21.09.98

3 Law No. 1515, 16.06.1993, Capitol III.

37 Government Decision No. 793, 02.12.2009, www.maia.gov.md/
3 Government Decision No. 60, 04.02.2010
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is an administrative body subordinated to the MAF]I, responsible for managing and monitoring the
distribution of financial resources intended to support agricultural producers, as well as quantitative and
qualitative assessment of the impact caused by measures to support farmers by the state.

Moldsilva Agency >

Moldsilva is an independent central administrative agency, under the Government, empowered to promote
the state policy in the areas of forestry and hunting. The responsibilities of Moldsilva is to promote
sustainable development of forestry and hunting sectors, protection, protection of forests and wildlife,
maintaining and preserving biodiversity, conducting organizational reforms and economic developments in
the areas managed. Several agencies are subordinated to Moldsilva and include 18 forestry companies, two
enterprise forest-hunting, four Nature Reserves, and Forestry Research and Planning Institute.

Ministry of Finance ¥

The MoF’s mission is to develop and implement state policy on public finance (budget and fiscal). The MoF
basic functions that contribute to the promotion of environmental management include the accumulation of
government budget revenue, management and control of public finances for its intended use, compliance
with the legal framework for budget and tax at European and international standards and practices. The
main institutions subordinated to the MoF are the Main State Fiscal Inspectorate, Financial Control and
Inspection Service, State Treasury, Customs Service, and the Public Procurement Agency.

Ministry of Economy (MoEc)*!

The MoEc is responsible for ensuring the development of a sustainable economy by optimizing the
framework for entrepreneurial activity, creating an attractive investment environment and predictable
international economic cooperation. The MoEc tasks that contribute to the promotion of environmental
management is the participation in organizing the budget process, developing the draft state budget law,
submitting proposals to amend the tax system. The main institutions subordinated to the MoEc include:
Public Property Agency, the Chamber of Licensing, the State Inspectorate for Market Surveillance,
Metrology and Consumer Protection, the Main State Inspectorate for Technical Supervision of dangerous
industrial objects, and the State Energy Inspectorate.

National Energy Regulatory Agency (ANRE)*

The ANRE is the regulatory body for the energy sector, and falls under to the Ministry of Economy. The
ANRE has the following tasks: ensuring the transparency of prices and regulated tariffs for electricity and
natural gas, development of methodologies for calculating, determining the adjustment, approval, and
changes in prices and tariffs for energy services, etc. The ANRE is managed by the Board of Directors that
consists of three directors. Board decisions are taken by majority vote, each director shall have one vote.
Directors are appointed by the Government for a period of four years.

Ministry of Transport and Road Infrastructure (MTRI)*

The MTRI’s mission is to promote and implement state policy on transport and road infrastructure. Entities
subordinated to the MTRI include the Public "National Road Transport Agency" and the public institution
"Harbor Master Giurgiulesti.

Ministry of Construction and Regional Development (MCRD)

The MCRD develops and promotes the state policy in territory planning, architecture, urban planning,
construction, construction materials production, housing and regional development. The MCRD develops,
monitors, and evaluates the implementation of national and regional development strategies, managing the
National Fund for Regional Development, and proposes funding mechanism for regional development. The

* Government Decision No.150, 02.03.2010

“ Government Decision No.1265, 14.11.2008, www.mf gov.md/

"' Government Decision No.690, 13.11.2009, www.mec.gov.md/

42 Government Decision No.1511, 31.12.2008, www.anre.md/

# Government Decision No.695, 18.11.2009, www.mtid.gov.md/
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Regional Development Agencies (RDA) are subordinated to the authorities in implementing regional
development policy, created under the law*, to implement regional development strategy and operational
plan. The Regional Development Council (RDC) is established for the coordination and promotion of
regional development policy at local level within each region. The RDC is responsible for the overall
development of the region and approval of regional development strategy and action plan.

Local Public Administrations (LPAs)

The LPAs are established under the law **, promote the general interests of the inhabitants of a territorial-
administrative units. The LPAs are divided into two levels: first level - public authorities, which are
established and operating in the village (commune), city (municipality), the second level - public authorities,
which are established and operating in the district, Chisinau, in autonomous territorial unit with special legal
status. The LPAs are based on the principles of local autonomy, decentralization of public services,
eligibility and public consultation on local issues of interest. The LPAs are legal entities of public law and
has a heritage distinct of the State and other administrative units.

Non Government Organizations

The State Register of non-commercial organizations*® includes 991 organizations, of which 234 focus on
sustainable development, 43on the ecology and 44 business organizations on economy (respectively 23.6%,
4.3% and 4.4% of the total number of public associations, foundations and other non-commercial
organizations registered).

The REC Moldova*’ also has a database of more than 250 NGOs working in the field of environment in
Republic of Moldova. Some NGOs are able to contribute to the preparation of policies, mechanisms and
instruments to promote environmentally oriented behavior, participate in consultations on actions to reform
fiscal management.

B.6. Outline the coordination with other related initiatives:

The project will ensure the on-going coordination and exchange of experiences and information with related
GEF initiatives in Moldova, as described in Annex G.

In particular, the project will closely coordinate its strategy and activities with the UNDP and UNWOMEN
Joint Integrated Local Development Programme (JILDP) that will be implemented during the lifetime of the
project, complementing the programme's efforts by covering the environment sector (which was not initially
envisaged as a priority area of the programme) and ensuring that EFR instruments and measures are
appropriately considered during the scoping, elaboration and implementation of the national decentralization
reform strategy. Close synergies between the two initiatives will optimize national efforts and support
coordination among key players in both projects.

Coordination will also be established with the UNDP/GEF project on Improving coverage and management
effectiveness of the Protected Area System in Moldova, by improving budget allocations and investment
finance for biodiversity in general and protected areas in specific. The project will also ensure as part of its
strategy to establish modalities for sustaining such financing,

The project will also complement OECD’s Work Programme of 2011 and 2012 especially with regards to the
planned MoE/OECD’s activities related to strengthening the institutional basis of the economic and fiscal
reforms and integrating the EFR process outcomes in the budget planning process. This will be done by
strengthening the decision-making and technical modalities for “greening the budget and MTEF planning” by
linking strategic planning to budget planning based on national and global environmental priorities.

“ Law No. 438, 28.12.2006 “On regional development in RM”

* Legea Parlamentul Republicii Moldova nr. 435 din 28.12.2006 “Privind descentralizarea administrativa”
www.rson justice.md/organizations

T www.rec.md/
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A new UNDP initiative is the Territorial Approach to Climate Change, through which technical assistance is
provided to strengthen countries' capacities to pursue a path of climate resilient development. Building on
countries' existing national priorities and strategies, the rationale of the territorial approach is to take a
comprehensive and holistic approach to environment and development, while targeting capacity building
support at the national and sub-national level. In addition to strengthening the enabling environment through
the broad-based consultative processes and sustainable political commitment, an outcome of this initiative is
the development of a set of low emission and climate resilient development strategies (LECRDS) and
accompanying roadmap towards their implementation. The NCSA was a similar broad-based consultative
process that targeted consensus building to address the underlying root causes of not achieving or sustaining
global environmental outcomes. The NCSA and LECRDS process come together by reifying the contribution
of the NCSA cross-cutting capacity development recommendations to Moldova's path to environmentally
sound and sustainable development, which is more resistant to the shocks experienced as a result of the
impacts of climate change.

The project has also taken into account the OECD/EAP Task Force Secretariat for supporting institutional
capacity for environmental management in Moldova, which conducted the assessment of the MoE's IDP and
will follow up its support through the National Policy Dialogues and targeted capacity building measures.
The project will also integrate the outcomes of the OECD/EAP Task Force Secretariat workshopon -
Environmental Cooperation in the Context of Green Growth that took place in October 2009 and which used
the OECD’s guidelines on EFR and available training materials for supporting Moldova in conducting its
MTEF.

Moldova is also part of the Regional Environmental Programme Implementation Network (REPIN) of
OECD/EAP that facilitates dialogue and cooperation between environment ministry officials and
environmental inspectorates. This is helping to bring about a better alignment of environmental policy
development and implementation. The project experience will provide lessons learned and case studies
related to EFR at the level of the REPIN network. More specifically, the project will coordinate with future
REPIN meetings that are primarily focused on issues related to environmental financing and green growth in
the region and on mainstreaming environmental programmes into public budgets.

C. GEF AGENCY INFORMATION:
C.1. Confirm the co-financing amount the GEF agency brings to the project:

The co-financing amounts identified below are confirmed in the respective co-financing letters that are
appended to the present project document (Annex).

Sources of Co-financing Name of Co-financier ng:;);ncgo— A(llll]g;;lt
Government of Moldova Ministry of Environment Grant 250,000
GEF Agency UNDP Moldova In-kind 50,000
GEF Agency UNDP Moldova Grant 110,000
Multilateral donors OECD In-kind 200,000
Total Co-financing 610,000

C.2. How does the project fit into the GEF agency’s programme (reflected in documents such as
UNDAF, CAS, etc) and staff capacity in the country to follow up project implementation:

This proposal has been developed with guidance from the UNDAF and CPAP (for the years 2007-2011 -
recently extended to 2012) and will contribute to UNDAF Outcome 3 “by 2011, vulnerable groups in
poor rural and urban areas take advantage of sustainable socio-economic development opportunities
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through adequate regional and local policies implemented by Local Public Authorities (ILPAs) and
partners” and specifically to Country Programme Outcome 3.2 (new businesses and jobs created in
targeted, poor rural and urban areas) and Outcome 3.3 (empowered communities and CSOs participate in
local development planning, implementation and monitoring), as well as to UNDAF Outcome 1 “by
2011, public institutions with the support of Civil Society Organizations are better able to ensure good
governance, rule of law and equal access to justice am promotion of human rights” and specifically to
Country Programme Outcome 1.5 (improved readiness to prevent and mitigate natural and man-made
disasters and crisis). The Country Office in Moldova currently manages Energy and Environment
portfolio with a total value of over US$ 20 million (current annual delivery of US$4 million), the overall
country programme annual delivery amounting to US$ 21 million. It offers the following dedicated staff
capacity for project implementation support: (i} Environment Analyst who oversees the implementation
on a daily basis, including quality assurance and monitoring and evaluation; (ii) Environment Associate —
assists with budget revisions, quarterly reporting, auditing and recruitment procedures; (iii) finance
Analyst - reviews the budgets and monitors project delivery status; (v) Head of Operations Unit - assures
compliance with overall fiduciary standards of UNDP; (vi) UNDP CO Resident Representative and
Deputy Resident Representative who liaise with the government and negotiate key policy and legislative
changes proposed by the project.

PART ITI: INSTITUTIONAL COORDINATION AND SUPPORT
A. INSTITUTIONAL ARRANGEMENT:

The Ministry of Environment (MoE) is the government institution responsible for the implementation of the
project and will act as the Executing Agency (EA). UNDP is the Implementing Agency (1A) for the project.
The project will be nationally executed (NEX), in line with the Standard Basic Assistance Agreement (SBAA,
1992) and the Country Programme Action Plan (CPAP, 2007) signed between the UNDP and the Government
of Moldova. The project was developed in close consultations with the broader institutional structures and
mechanisms in Moldova (see stakeholder analysis section) in order to ensure the legitimacy of and
commitment to the project. ‘

B. PROJECT IMPLEMENTATION ARRANGEMENTS:

The MoE will be responsible for project implementation, including providing inputs to all project activities.
The MoE will nominate a high level official who will serve as the project's national coordinator, who will not
be paid from the project funds, but will be the Government's in-kind contribution to the project. UNDP will
be responsible for: (i) providing financial services and audit; (ii) overseeing financial expenditures; (iii)
appointment of independent financial auditors and evaluators; and (iv) ensuring that all activities including
procurement and financial services are carried out in strict compliance with UNDP procedures, rules and
regulations.

A Moldovan EFR Commission (EFRC) will be established and will act as the project’s coordination and
decision-making body. The EFRC is responsible for ensuring that the project remains on course to deliver
products of the required quality to meet the outcomes as defined in the project document. The EFRC’s role
will include: (i) overseeing project implementation; (ii) approving all project work plans and budgets at the
proposal of the Project Manager (PM) that will be further submitted to UNDP Regional Center in Bratislava
and UNDP/GEF Unit in New York; (iii) approving any major changes in project plans or programmes; (iv)
providing technical input and advice; (v) approving major project deliverables; (vi} ensuring long-term
commitment of resources and accountability to support project implementation; (vii) arbitrating any conflicts
within the project and/or negotiating solutions between the project and any parties beyond the scope of the
project; and (viii) overall project evaluation.

The EFRC's composition will include the following stakeholders (one representative from each of them): the
MOoE, Ministry of Finance, Ministry of Agriculture, Ministry of Economy, ANRE, Ministry of Construction

and Regional Development, Chamber of Commerce, private sector representative (one commercial bank, one
industry representative) and UNDP. The EFRC shall also include representatives of NGOs, civil society and
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Local Public Administration in order to facilitate a broad-based agreement and consensus among all key
stakeholder groups. The EFRC will be convened by the MoE, and supported logistically by the Project
Management Unit (PMU). The EFRC meetings will be chaired by the Ministry of Environment
representative. The EFRC will meet at least every three (3) months in order to provide timely over-sight to
project implementation.

The day-to-day administration of the project will be carried out by a Project Management Unit (PMU)
comprising a Project Manager (PM) and Project Assistant (PA). The PMU office will be physically located
within the MoE premises. The project staff will be recruited through a competitive selection process starting
through an announcement made by UNDP and recruitment process carried out by a selection panel. The
Project Manager will liaise and work closely with all concerned stakeholders, at local, national and
international levels, and link the project with complementary national programmes and initiatives.

The PMU will manage the implementation of all project activities, including the preparation of project
progress reports, work plans, budgets, record keeping, accounting, technical specifications, and other
documents as necessary; identification, coordination and supervision of consultants and suppliers,
organization of duty travel, seminars, public outreach activities and other project events, and maintaining
working contacts with project partners at the central and local levels.

Necessary technical assistance will be provided by the project through the deployment of specialized
technical expertise. The use of national and international experts from will help ensure that up-to-date and
relevant know-how is accessible, and that national capacities are strengthened through on-the-job
implementation of project activities. Accordingly, the following joint expertise will be provided through
national and international experts: energy taxation, agriculture subsidies and biodiversity finance, green
subsidies and environmental charges, greening MTEF and sub-national financial planning, information and
communication, capacity development and M&E.

A long-term and cost-effective deployment strategy of national and international experts will be established as
part of the operational planning of the project, this will take into account the following key aspects:
a) Priority will be given to using regional experts with greater relevant national and regional
experiences;
b) The cost and value of international expertise will be kept at an appropriate and optimum level by
taking a transparent competitive review of international and regional experts; and
¢) A roster of regional and international experts would be created, from which contracted
consultant(s) would be available for the needed project activities.

The PMU will produce Annual Work and Budget Plans (AWP&ABP) to be approved by the EFRC at the
beginning of each year. These plans will provide the basis for allocating resources to planned activities.
Once the EFRC approves the Annual Work Plan this will be sent to the UNDP Regional Centre for Europe
and Commonwealth of Independent States in Bratislava for revision and approval. Once the Annual Working
Plan and Budget is approved by the Regional Centre it will be sent to the UNDP/GEF Unit in New York for
final approval and release of the funding. The PMU will further produce quarterly progress reports and
annual Project Implementation Reports (PIR), or any other report requested by the EFRC. The EFRC will
meet to review and discuss the quarterly progress reports and their recommendations. These reports wili
summarize the progress made by the project versus the expected results, explain any significant variances,
detail the necessary adjustments and be the main reporting mechanism for monitoring project activities. The
PMU will be technically supported by contracted national and international consultants and service providers.
Recruitment of specialist services for the project will be done by the PMU, in consultation with the EA.

PMU costs, including the positions of the Project Manager and the Project Assistant, will be covered mainly
by cash co-financing committed by UNDP and the Government of Moldova. A lean PMU will be established
with a budget allocated to project management equivalent to 16% of total project resources.
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The project will take all necessary measures to ensure the visibility of the GEF financing. Such measures will
be in accordance with the need to give adequate publicity to the action being implemented as well as to the
support from the GEF. Therefore, a communication and visibility plan will be outlined in the project
document. This will include the compulsory use of the GEF logo on all material, publications, leaflets,
brochures and newsletters, websites, business cards, signage, vehicles, supplies and equipment, display
panels, commemorative plaques, banners, promotional items, photographs, audiovisual productions, public
events and visits and information campaigns. Press releases, press conferences and press visits will follow the
rules currently in place.

PART IV: EXPLAIN THE ALIGNMENT OF PROJECT DESIGN WITH THE ORIGINAL PIF

This project was developed in a way that retains the strategic contribution of the project as originally outlined
in the PIF. During the project development phase, consultations and analyses allowed for a more detailed
elaboration of the project to ensure its feasibility, cost-effectiveness and strategic contribution to meeting and
sustaining global environmental outcomes, based on the priority cross-cutting capacity challenges identified
in the NCSA. The project document clarifies the integration of EFR in local and central planning processes
and its response to global environmental goals.

Overall, all PIF components were maintained as part of the project document, the PPG has allowed a solid
and clear definition of the technical content as well as the modalities for monitoring and evaluation of the
project’s activities.

Component | of the PIF aimed at reforming economic and financial instruments for global environmental
management. This component has been maintained. The PPG has allowed in-depth technical assessment to
ensure a clear definition of the EFR instruments which are feasible to address and respond to the project’s
configuration.

Component 2 of the PIF called upon the development fo necessary capacities to engage and build consensus
among all stakeholders. This was maintained as part of the project design and has been further elaborated to
take into account on-going national processes for capacity development. An extensive communication and
information plan will be developed and implemented by the project and will respond to the monitoring and
reporting activities proposed in the PIF.

Component 3 of the PIF, aimed at piloting and reporting on EFR instruments, was also maintained as a
structural part of the project. The PPG allowed a clear identification of modalities for the implementation of
this component which will allow the project, through this component to integrate EFR at the local level. The
assessment of global environmental benefits obtained through EFR which were requested within this
component as part of the PIF have been defined in the project document and indicators for their monitoring
specified and established.

PART V: APPROVAL/ENDORSEMENT BY GEF OPERATIONAL FOCAL POINT(S) AND GEF
AGENCY (IES)

A. RECORD OF ENDORSEMENT OF GEF OPERATIONAL FOCAL POINT(S) ON BEHALF OF THE GOVERNMENT(S): ):
{Please attach the Operational Focal Point endorsement letter(s) with this template. For SGP, use this QFP
endorsement letter).

NAME POSITION MINISTRY DATE (MM/dd/yyyy)
Georghe Salaru Minister, GEF Political and | MINISTRY OF | 11/05/2009
Operational Focal Point ENVIRONMENT
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B. GEF AGENCY (IES) CERTIFICATION

This request has been prepared in accordance with GEF/LDCF/SCCF policies and procedures and meets the
GEF/LDCF/SCCEF criteria for CEO endorsement/approval of project.

Agency Date Project
Coordinator, Signature Contact Telephone | Email Address
Agency Name Person
John Hough - July 20,2011 Tom (2712) 354- tom.twining-
Officer-In-Charge . /[,,%/ Twining- 8136 ward@undp.org
Ward

GEFS CEO Endorsement-Approval-January 2011.doc

34



mailto:ward@undp.org

ANNEX A: PROJECT RESULTS FRAMEWORK

Objectives Indicators Means of verification Key
assumptions/comments

Project Objective *  Demonstrated global environmental Three case studies are = Political and economic
To build capacities for implementing benefits through the adoption of EFR published based the lessons stability
environmental fiscal reforms (EFR) that instruments related to biodiversity learned related to improved » Concerned
will produce increased national and global conservation, reducing GHG emissions, national financing for CBD, stakeholders adopt and
environmental benefits through the and combating land degradation CCD, and FCCC enforce EFR
adoption of selected subsidies, fees, fines, implementation through the recommendations as
taxes and other appropriate fiscal . . .

= Capacity development scorecard ratings EFR in Moldova part of the

instruments.

increase in a consistent manner (initial
rating to be established at project
inception workshop)

Regulatory and operational guidelines
adopted by the EFR commission for 5
EFR instruments addressed by the
project: '

1) agricultural subsidies
scheme/programme,

2) energy subsidies scheme/programine,
3) environmental charges;

4) green/environmental subsidies through
NEF/LEF;

5) new eco-technology subsidies

Medium-Term Expenditure budget
reflects increased national allocations to
meet CBD, CCD and FCCC targets

Capacity Scorecard applied at
project inception and as part of
the mid-term and final

“evaluations

Recommendations for
legislative texts and technical
guidelines elaborated and
submitted for political debate
and adoption

Comparative analysis of past
MTEF with new and improved
MTEEF prepared by the end of
the project.

Environment Law and
Tax Code
Eco-technology
investments are viable
in Moldova

MOoE engage in
NEF/LEFs
restructuring

MOoE engage in eco-
charges reform
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Component 1: Reform of environmentally harmful subsidies, green subsidies as well as environmental charges

Sub-component 1.1: Introduce policy
reform in the area of environmentally
harmful subsidies

Feasibility of reform proposals to energy
pricing and subsidies and adoption of
appropriate legal amendments and
implementation measures is confirmed
Feasibility of reform proposals to
agricultural subsidies and adoption of
appropriate legal amendments and
implementation measures is confirmed

Level of VAT rates, excise tax
rates and import duties on
energy products (and other
possible pricing factors) after
reform implementation
Identification of options for
greening and reforming current
agricultural subsidies, focusing
on the development of new
markets

Sub-Component 1.2: Reform of
environmental charges and facilitation
of eco-technology investments

Feasibility of reform proposals for
several environmental charges currently
in force is confirmed

Number of identified eco-technologies
that have true potential to be
mainstreamed in Moldova

Readiness of eco-technology investment
scheme for implementation

Identification of policy and
legal options for environmental
charges including considering
environmental, economic and
fiscal effects

Market analysis of current
(financing) markets for several
groups and types of eco-
technology solutions that could
be mainstreamed in Moldova

Sub-Component 1.3: Improved
regulations and operational
management of the National and Local
Ecological Funds (NEF/LEFs)

Implementation of good international
practice in managing public environment
expenditure programmes applied to
NEF/LEF management, especially the
areas governance, spending strategies,
project cycle management, procurement
and reporting/promotion

Procedures for project cycle
management (PCM) for 2-3
main spending areas;
Procurement procedures in line
with relevant domestic and EU
procurement
legislation/practice

Short and long-term spending
strategy of NEF/LEFs

Revised statutes of the
NEF/LEFs

Website of NEF/LEFs

Readiness and
willingness of
concerned ministries
(especially ministers
responsible for
environment,
agriculture and energy)
and subordinated
institutions to
implement good
international practice
Proposed EFR
instruments and reform
can effectively be
based on national
policies and linked to
relevant EU
environmental policy
(for example, there is
no comprehensive
environmental policy
at the moment that
could, among others,
outline steps towards
EU approximation)
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Component 2: Capacity development to engage and build consensus among all stakeholders

Sub-Component 2.1: Capacity
building for EFR

A training needs assessment conducted
A set of training sessions are
implemented in line with the training
needs assessment

Training for NEF/LEF staff on new
operational procedures completed

Sub-Component 2.2: Communication

and awareness

A comprehensive information campaign
is implemented

An EFR website is developed, put online
and continuously updated

Semi-annual e-newsletters and other
relevant communication products
including at least two case studies on
adoption of EFR in Moldova have been
disseminated widely

Sub-Component 2.3: A political

dialogue is established

Moldovan EFR Commission met on
quarterly basis

Conferences and workshops with
international participation were
implemented to further discuss proposed
new EFR instruments has of reform to
existing instruments in Moldova

Training reports prove
participation and satisfaction
of most concerned
stakeholders

Outputs of Moldovan EFR
Commission

Quality and use of EFR
websites

Reports about and evaluation
forms from conferences and
workshops organized by the
project

Moldovan EFR
Commission provides
technical and political
support to the
UNDP/GEF EFR
project

Moldovan EFR
Commission those
actually have influence
on policy making in
Moldova

All relevant
stakeholders actively
engage in the project
activities
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Component 3: Integration of EFR in local and central planning processes

Sub-Component 3.1: EFR instruments
integrated in the decentralization
process

A common coordination work plan with
the Joint Integrated Local Development
Programme (JILDP) developed

Regular meetings of the Sub-group under
the working group Financial
Decentralization were held
Identification of environmental
management priorities within the Local
Development Strategies took place
Greening JILDP’s Performance Based
Budgeting system to address local
environmental priorities

Sub-Component 3.2: EFR instruments
integrated into governmental
budgeting and MTEF processes

Budget and MTEF planning is
effectively greened in line with good
international practice

Increased and improved budget
allocations and investment finance for
biodiversity conservation, addressing
climate change, and activities to combat
land degradation (all per Rio Convention
targets)

Yearly joint work plan
between the UNDP/GEF EFR
project and JILDP

Minutes of meeting of Sub-
group under the working group
Financial Decentralization
Assessment of environmental
management priorities within
the Local Development
Strategies

Identification of fiscal reform
for local environmental taxes
that can be integrated in the
PBB system

MoE reports confirming
stabilized or increased budget
allocations and spending on
national and global
environmental priorities
Costing study and financing
strategy to implement Rio
Conventions

Comparative analysis of pre-
existing MTEF with MTEF
that is strengthened under the
project to meet Rio
Convention targets

Cooperation with the
Joint Integrated Local
Development
Programme (JILDP) is
supported by the State
Chancellery and MoE
Pilot LPAs within the
JILDP accept to
engage in the
identification of policy
and legal options for
collection and
distribution of taxes at
decentralized level for
environmental
management

Effective and efficient
cooperation between
Ministry of Finance
and Ministry of
Environment as well as
other relevant line
ministries can be
established

There is a sufficiency
of human resources
within the various
government agencies
that can absorb the
green budgeting and
planning training
provided, and translate
these into high caliber
financial strategies and
plans,
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Program management and coordination

Creation, recruitment and effective
functioning of Project Management Unit
(PMU)

Establishment and implementation of the
Monitoring and Evaluation system
National personnel and technical
assistants recruited

Rate of project delivery as per annual
work plans and budgets

Rate of disbursement of grants and
government contributions

Amount of additional resources and
financing mobilized towards replication
and up-scaling

Frequency of meetings and quality of
meeting outcomes of Moldovan EFR
Commission

Project reports

Mid-term Evaluation (by
national consultant)
Final Evaluation (by
international and national

- consultants)

Annual work-plans and
budgets

Agency disbursement reports
and financial reports
Minutes of Meetings
Ongoing project monitoring
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ANNEX B: RESPONSES TO PROJECT REVIEWS (from GEF Secretariat and GEF Agencies, and Responses to
Comments from Council at work programme inclusion and the Convention Secretariat and STAP at PIF).
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ANNEX C: CONSULTANTS TO BE HIRED FOR THE PROJECT USING GEF/LDCF/SCCF RESOURCES

Position Titles

. 4

Person Week™

Person Weeks**

Estimated

Tasks To Be Performed

For Project Management

Local

Project manager

500

40

+ Coordinate overall program activities
and liaise with relevant national and
international partners;

* Prepare annual and semi-annual
programmes and budgets

* Monitor progress and results of project
activities

* Provide secretariat support to EFR
Commission

* Support MoEnv with overall policy and
technical support in all EFR related matter
* Financial management and
implementation of financial control
procedures

* Gather and disseminate information and
lessons learned through the program

* Mobilize additional resources as needed
» Take care of any other work on the
operational level that is necessary for
successful project implementation

* 30% of time for substantive work in
public finance covering one or both of the
following project areas: agriculture
subsidies and energy taxation/subsidies

Administrative Financial
Assistant

300

20

* Perform day-to-day administrative tasks
+ Arrange for meetings and visit schedules
etc.

+ Maintain databases of project
stakeholders, etc.

*» Perform and document management and
backup of all relevant documentation

+ Ensure day-to-day accounting, analytical
accounting and budgetary management in
accordance with established procedures

» Provide consolidated accounts, internal
management controls and monitoring of
disbursements

* Produce financial statements and reports
including detailed expenditures reports on
the use of donor funds and government
counterpart funds

* Prepare for and assist with annual
external audits

¢ Draft a manual on administrative,
accounting and financial procedures and
establish management system

 Verify and countersign authorized
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payments

| Evaluation Expert

750

- Perform Mid-Term Evaluation
- Perform Final Evaluation

International

Evaluation Expert

3,000

- Perform Final Evaluation

Justification for travel, if any:

For Technical Assistance

Local

EFR Expert

500

110

- Responsible for substantive work in the
following project areas: environmental
charges, green subsidies, biodiversity
finance, training, information management
and greening MTEF and sub-national
planning

- Participate in development of Annual
programmes and budgets

- Contribute to development of terms of
reference for consultants

Provide necessary technical support to all
project consultants

Legal Expert

750

18

- Analyze, review and provide legal advice
on draft legislation developed by the
project related to various EFR instruments
- Advocate proposed new EFR related
legislation at the relevant national fora

Expert in Energy taxation

750

10

In cooperation with the international expert
in energy taxation:

- Contribute to the implementation of the
project component 1.1.1 (energy
taxation/subsidies)

Expert in agricultural
subsidies and biodiversity
finance

750

20

In cooperation with the international expert
in agriculture subsidies and biodiversity
finance:

- Contribute to the implementation of
project components 1.1.1 (agriculture
subsidies) and 3.2.2 (biodiversity costing
study and financing strategy)

Expert in green subsidies and
environmental charges

750

20

In cooperation with the international expert
in green subsidies and environmental
charges:

- Contribute to the implementation of
project components 1.2.1 (reform of
emission and product charges and
facilitation of eco-technology investments) |
/1.3.1 (good international practice in
NEF/LEF management) / 2.1.2 (training of
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Expert in greening MTEF and
sub-national financial
planning

Information and
communication

Capacity development expert
and M&E

20

15

NEF/LEF staff)

In cooperation with the international expert
in greening MTEF and sub-national
financial planning:

Contribute to the implementation of project
components 3.1.1 (EFR integration in local
development planning) / 3.1.2 (eco-taxes
on local level) / 3.2.1 (greening MTEF
planning)

In cooperation with the international
information, communication, contribute to
the implementation of the following project
components:

- 2.2.1 (information campaign and EFR
website)

- 2.2.2 (lessons learned and EFR case
studies)

- 2.3.2 (conferences and workshops)
design and produce publications and other
communication materials requested by the
Moldovan EFR Commission

In cooperation with the international
capacity development expert, contribute to
the implementation of the following project
components:

- 2.1.1 (training needs assessment)

- Develop and support the implementation
of a training and other capacity building
programme addressing capacity building
needs for new and improved EFR measures
- Support in development and
implementation of Monitoring and
Evaliation (M&E) plan for capacity
building programme in specific and for the
project in general, at project inception
phase and on a yearly basis according to
GEF requirement

- Support in establishing project indicators
baseline and yearly progress including
lessons learned and case studies

International

Expert in energy taxation

3,000

In cooperation with the national expert in
energy taxation:

- Contribute to the implementation of the
project component 1.1.1 (energy
taxation/subsidies)

Expert in agriculture
subsidies and biodiversity
finance

3,000

10

In cooperation with the national expert in
agriculture subsidies and biodiversity
finance:
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- Contribute to the implementation of
project components |.1.1 (agriculture
subsidies) and 3.2.2 (biodiversity costing
study and financing strategy)

Expert in green subsidies and
environmental charges

3,000

10

In cooperation with the national expert in
green subsidies and environmental charges:
- Contribute to the implementation of
project components 1.2.1 (reform of
emission and product charges and
facilitation of eco-technology investments)
/ 1.3.1 (good international practice in
NEF/LEF management) / 2.1.2 (training of
NEF/LEF staff)

Expert in greening MTEF and
sub-national financial
planning

3,000

20

In cooperation with the international expert
in greening MTEF and sub-national
financial planning:

- Contribute to the implementation of
project components 3.1.1 (EFR integration
in local development planning) / 3.1.2
(eco-taxes on local level) /3.2.1 (greening
MTEF planning)

Information and
communication

Capacity development and
M&E expert

3,000

In cooperation with the national
information and communication expert,
develop a communication and information
strategy for the implementation of the
following project components: 2.2.1
(information campaign and EFR website) /
2.2.2 (lessons learned and EFR case
studies) / 2.3.2 (conferences and
workshops)

In cooperation with the national capacity
development expert, contribute to the
implementation of the following project
components:

- 2.1.1 (training needs assessment)

- Develop and support the implementation
of a training and other capacity building
programme addressing capacity building
needs for new and improved EFR measures
- Support in development and
implementation of Monitoring and
Evaluation (M&E) plan for capacity
building programme in specific and for the
project in general, at project inception
phase and on a yearly basis according to
GEF requirement

- Support in establishing project indicators
baseline and yearly progress including
lessons learned and case studies

Justification for travel, if any: International consultants' missions are estimated at an average cost of US$ 2,500 per
mission for airfare and DSA, and considered as part of the technical assistance costs.
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* Provide dollar rate per person week. ** Total person weeks needed to carry out the tasks.
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ANNEX D: STATUS OF IMPLEMENTATION OF PROJiECT PREPARATION ACTIVITIES AND THE USE OF FUNDS
A. EXPLAIN IF THE PPG OBJECTIVE HAS BEEN ACHIEVED THROUGH THE PPG ACTIVITIES UNDERTAKEN.

THE PPG OBIJECTIVES HAVE BEEN MET AND THE ACTIVITIES PLANNED WITHIN THE PPG HAVE BEEN FULLY
IMPLEMENTED AND INTEGRATED IN THE CEQO ENDORSEMENT REQUEST. THE FOLLOWING OUTPUTS WERE
DELIVERED:

(1) BASED ON THE NCSA AND OTHER ANALYSIS, A PRIORITIZATION PROCESS OF THE INSTRUMENTS AND MEASURES
WILL BE CONDUCTED DURING THE PPG TO IDENTIFY THE FOCUS OF THE INTERVENTIONS OF THE PROJECT. DURING
THE PPG, AN EXTENSIVE WORKING PAPER WAS PREPARED INCLUDING AN OVERVIEW OF CURRENT AND PLANNED
FISCAL MANAGEMENT PRACTICE RELEVANT TO EFR, EXPERIENCE WITH EFR INSTRUMENTS IN MOLDOVA
INCLUDING ENVIRONMENTAL CHARGES AND GREEN SUBSIDIES, INITIAL DRAFT PROPOSALS FOR POTENTIAL PROJECT
FOCUS BASED ON THE NCSA AND THE IDENTIFICATION OF POTENTIAL EFR INSTRUMENTS. THE PAPER WAS JOINTLY
PREPARED BY THE TWO INTERNATIONAL EXPERTS AND A NATIONAL EXPERT ENGAGED THROUGH THE PPG FUNDS.

(II) ASSESSMENT OF NATIONAL FINANCING SOURCES AND EXTERNAL FINANCIAL SOURCES FOR GLOBAL
ENVIRONMENT MANAGEMENT IN LINE WITH THE MOLDOVAN PLANS AND POLICIES IN VIEW OF MOBILIZATION OF
NECESSARY FINANCING THROUGH EFR. THE WORKING PAPER WAS PRESENTED AT THE NATIONAL STAKEHOLDERS'
WORKSHOP AND EXTENSIVELY DISCUSSED TO IDENTIFY PRIORITY EFR MEASURES THAT CAN BE ADOPTED BY THE
PROJECT.

(111) ASSESSMENT OF CAPACITY DEVELOPMENT NEEDS AT INDIVIDUAL, INSTITUTIONAL AND SYSTEMIC LEVELS FOR
DEVELOPMENT AND IMPLEMENTATION OF EFR AND DETAILED CAPACITY CONSTRAINTS ANALYSIS. BILATERAL
MEETINGS WERE HELD WITH KEY NATIONAL STAKEHOLDERS TO IDENTIFY CAPACITY CONSTRAINTS FOR ADOPTION
OF EFR PROCESS IN MOLDOVA DURING PPG IMPLEMENTATION. A MISSION COMPOSED OF TWO INTERNATIONAL
EXPERTS AND 2 NATIONAL EXPERTS HAS CONDUCTED THE MEETINGS. THE ANNEX E DESCRIBES THE STAKEHOLDERS
WHO WERE INVOLVED IN THE MEETINGS.

(111) STAKEHOLDER ANALYSIS WAS CONDUCTED TO IDENTIFY PROJECT PARTNERS, INCLUDING KEY PUBLIC
INSTITUTIONS AT CENTRAL AND LOCAL LEVEL, WHICH WILL BE DIRECTLY AND INDIRECTLY INVOLVED IN THE EFR
PROCESS. THE CAPACITY ASSESSMENT ALSO SUPPORTED IN THE IDENTIFICATION OF THE PROJECT IMPLEMENTATION
ARRANGEMENT WITH CLEAR ROLES AND RESPONSIBILITIES.

(1v) PREPARATION OF PROJECT STRATEGY, INCLUDING PARTNERSHIP STRATEGY, INCREMENTAL COST ANALYSIS
AND LOG FRAME DEFINING THE PROJECT GOAL, OBJIECTIVE, OUTCOMES, OUTPUTS, INCLUDING SUCCESS INDICATORS,
TARGETS AND MEANS OF VERIFICATION. THE SCOPE AND STRATEGY OF THE PROJIECT WERE DEFINED BASED ON
NATIONAL EXPERIENCE AND CAPACITIES IN PROJECT MANAGEMENT AS WELL AS ON OTHER ON-GOING INITIATIVES
THAT WILL SUPPORT THE SUCCESS OF THE PROJECT.

NATIONAL CONSULTATIONS DURING PIF DEVELOPMENT

EXTENSIVE NATIONAL CONSULTATIONS DURING THE PIF DEVELOPMENT WERE HELD BETWEEN 4 AND 8 OCTOBER
2010 WITH THE FOLLOWING INSTITUTIONS:

- MINISTRY OF ENVIRONMENT

- MINISTRY OF FINANCE

- MR. ADRIAN IONESCU, CHIEF TECHNICAL ADVISER, UNDP JILDP

- MINISTRY OF AGRICULTURE

- AGENCY FOR PAYMENTS AND INTERVENTIONS IN AGRICULTURE (SUBORDINATE INSTITUTION)
- ANRE NATIONAL AGENCY FOR ENERGY REGULATION
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- STATE ENVIRONMENTAL INSPECTORATE + LOCAL BRANCHES (CHISINAU, BALTI, HINCESTI, ORHEI, CIMISLIA,
ANENII NoI, CAHUL)

- MOLDSILVA FOREST AGENCY

- ECOLOGICAL MOVEMENT NGO

- UNDPIJILDP

- SUPPORT TO THE IMPLEMENTATION OF EU-MOLDOVA AGREEMENTS’ PROJECT
- EUHIGH LEVEL POLICY ADVISERS

RESULTS OF THE NATIONAL STAKEHOLDERS’ WORKSHOP OF 6 OCTOBER 2010

THE PARTICIPANTS TO THE WORKSHOP WERE REPRESENTATIVES OF KEY NATIONAL INSTITUTIONS. THE NUMBER OF
PARTICIPANTS WAS AROUND 30 PEOPLE AND SHOWED THE LARGE INTEREST IN THE TOPIC FROM THE VARIOUS
INSTITUTIONS. THE WORKING GROUPS OF THE WORKSHOP WERE FOCUSED AROUND THE 4 AREAS OF INTERVENTION
OF EFR; THE KEY RECOMMENDATIONS INCLUDE THE FOLLOWING:

1. ENVIRONMENTAL CHARGES, ECO-TAXATION

2. TAXATION SHIFT

3. GREEN SUBSIDIES

4. REFORMING ENVIRONMENTALLY HARMFUL SUBSIDIES

A QUESTIONNAIRE RELATED TO THE POTENTIAL ACTIVITIES UNDER THE FOLLOWING AREAS EFR INSTRUMENTS
WAS FILLED BY THE PARTICIPANTS, THE RESULTS OF THE QUESTIONNAIRE SHOWED A GOOD POTENTIAL FOR THE
ADOPTION OF EFR WHICH REFLECTS A STRONG INTEREST FOR EFR APPROACHES IN MOLDOVA.

B. DESCRIBE FINDINGS THAT MIGHT AFFECT THE PROJECT DESIGN OR ANY CONCERNS ON PROJECT
IMPLEMENTATION, IF ANY:

FINDINGS DURING THE PPG STAGE HAVE BEEN INCORPORATED INTO THE DESIGN OF THE PROJECT AND THERE
ARE NO CONCERNS REGARDING PROJECT IMPLEMENTATION.

C. PROVIDE DETAILED FUNDING AMOUNT OF THE PPG ACTIVITIES AND THEIR IMPLEMENTATION STATUS IN THE
TABLE BELOW:

GEF/LDCE/SCCF Amount (§)
Project Preparation | Implementation | Amount Amount Amount | Uncommitted | Cofinancing
Activities Approved Status Approved Spent Committed | Amount* (%)
Todate
Local Consultants Completed 4,500 4,365 135 12,000
International Completed 18,000 17,020 980 11,260
Consultants
Travel Completed 1,500 2,645 -1,145 2,188
Miscellaneous Completed 1,000 970 30 1,514
(Select)
(Select)
(Select)
Select '
Total h 25,000 | 25,000 0 0 26,962

* Any uncommitted amounts should be returned to the GEF Trust Fund. This is not a physical transfer of money, but achieved through
reporting and netting out from disbursement request to Trustee. Please indicate expected date of refund transaction to Trustee.
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ANNEX E: CAPACITY DEVELOPMENT SCORECARD

Project: Strengthening capacities to undertake environmental fiscal reform to meet national and global
environmental priorities.

Capacity Result/ . . Contrib}ltion
Indicator Staged Indicators | Rating Comments Next Steps to which
QOutcome
CR 1: Capacities for engagement
Indicator 1 — Organizational The mandates of A political dialogue
Degree of legitimacy/ | responsibilities for concerned will be established and
mandate of lead environmental 1 stakeholders related | managed throughout 2
project stakeholder management are to EFR are identified | the project, and
organizations identified but not toordinated | institutionalized to
ensure sustainability
Indicator 2 — No co-management No formal co- Through the Project
Existence of mechanisms are in management Steering Committee,
operational co- place mechanisms related | project activities will
management to EFR are in place | be monitored and
mechanisms to date managed in
0 consultatic_)n, 1,3
collaboration, and
coordination with
representatives of
stakeholders and
partner agencies and
organizations
Indicator 3 Stakeholders are There is limited Technical know-how
Existence of identified but their technical capacities | will help mobilize
cooperation with participation in and decision-making | engagement of
stakeholder groups decision-making is to enforce and decision-makers in the
limited 1 allocate sufficient EFR process 1,3
financing for
environmental
management
CR 2: Capacities to generate, access and use information and knowledge
Indicator 4 — .Stakeholders are There is limited A comprehensive
Degree of aware about global awareness of the information strategy
environmental environmental issues current system to on Moldova's
awareness of but not about the manage environmental
stakeholders possible solutions 1 environmental financing needs and 2
(MEAs) subsidies, fees, and opportunities will be
fines and their implemented
contribution to
helping meet MEAs
Indicator 5 - The environmental Limited information | Communication and
Access and sharing information is is made available awareness activities
of environmental partially available related to support the
information by and shared among implementing establishment of
stakeholders stakeholders but is 2 options and benefits | necessary information 2

not covering all focal
areas and/or the
information
management

of EFR

sharing infrastructure
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Contribution

Cap: cit‘y Result / Staged Indicators Rating Comments Next Steps to which
ndicator
Outcome
infrastructure to
manage and give
information access to
the public is limited
Indicator 6 — Environmental A number of Integration of EFR at
Existence of education programmes related | the local and central
environmental programmes are 1 to EFR exist but are | planning levels will 3
capacity building partially developed not sufficiently help institutionalize
programs and partially strategic or EFR reforms
delivered operational
Indicator 7 No linkages exist There is limited The project will allow
Extend of the between experience in close involvement of
linkage between environmental policy involving academic | academic experts in
environmental development and institutions in EFR and will allow
research/science and | science/research 0 policy-making in science and research 1.2.3
policy development | strategies and environmental partners to inform e
programmes policy formulation policy-makers
with regards to
environmental
financing
Indicator 8 - Traditional Current consultative | Taking an adaptive
Extend of knowledge is processes do not collaborative
inclusionfuse of identified and sufficiently capture | management
traditional recognized as traditional approach, the project
knowledge in important but is not | knowledge related to | will allow local 2.3
environmental collected and used in environmental community groups to K
decision-making relevant participative financing in the be closely involved in
~ decision-making decision-making and to inform the EFR
processes process process with related
' traditional knowledge.
CR 3: Capacities for strategy, policy and legislation development
Indicator 9 The environmental The current political | The Moldovan EFR
Extend of the planning and strategy dialogue on EFR Commission is
environmental development process does not allow a established and -
planning and produces adequate policy process to be | operational, with
strategy environmental plans | established in particular attention to 2.3
development process | and strategies but support of global how EFR will help !
they are not environmental increase the financing
implemented or used priorities of activities to help
meet Rio Convention
obligations
Indicator 10 - Adequate Policies and Regulatory and
Existence of an environmental policy regulation for operational guidelines
adequate and legislation financing are established for five
environmental frameworks exist but 2 environmental EFR instruments 1
policy and there are problems in management including
regulatory implementing and activities exist but environmental
frameworks enforcing them are not optimized subsidies, fees and

fines
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Contribution

Capaclt.y Result / Staged Indicators Rating Comments Next Steps to which
Indicator
Outcome
Indicator 11 — Some environmental Available data and Analysis of data and
Adequacy of the information exists but information do not information needs
environmental it is not sufficient to sufficiently allow for | targeted to
information support informed decision- implementing EFR at
. : 1 . ? 3
available for environmental making related to the local, regional, and
decision-making decision-making environmental fiscal | central levels
processes management
CR 4: Capacities for management and implementation
Indicator 12 — The funding sources Financial resources | Capacity development
Existence and for these resource exist but do not lead | in resource
mobilization of requirements are to optimizing mobilization allows
resources partially identified 2 national and global for strategic EFR 1
and the resource environmental alternatives and
requirements are benefits options
partially addressed
Indicator 13 - The necessary Limited expertise is | Training on targeted
Availability of required skills and available to capacities to
required technical technology are not 0 implement EFRs to streamline and 2
skills and available and the meet MEA improve
technology transfer | needs are not objectives environmental
identified financing is provided
CR 5: Capacities to monitor and evaluate
Indicator 14 — Irregular project No monitoring Monitoring tools and .
Adequacy of the monitoring is being protocols for procedures for
project/programme done without an existing EFR environmental
monitoring process | adequate monitoring 0 instruments are in financing are 2.3
framework detailing place established and ’
what and how to institutionalize
monitor the particular
project or program
Indicator 15 — An adequate Although The evaluation of
Adequacy of the evaluation plan is in mandatory, environmental
project/programme place but evaluation evaluation of financing instruments
evaluation process activities are 1 existing EFR is formalized through 1
irregularly conducted instruments is operational guidelines
irregular adopted for each EFR
instrument

Additional Capacity Development Indicators to be assess

ed during early projec

t implementation

EFR-1: The
definition and
identification of
stakeholders that are
mainly concerned
with EFR

Concerned
stakeholders are not
defined

The definition of the
concerned
stakeholders is
inadequate

The definition of the
concerned
stakeholders is
moderately adequate

The definition of the
concerned

stakeholders is very
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Contribution

Capac:{y Result / Staged Indicators Rating Comments Next Steps to which
Indicator Outcome
adequate
EFR-2: Partnerships | Partnerships between
forged between the the stakeholders are 0
different concerned | not existent
stakeholders in EFR | Partnerships are 1
inadequate
Partnerships are
adequate but not 2
systematic
Partnerships are 3
systematic
EFR-3: The The mandate
institutions concerning EFR is
responsible for fiscal | not clear at the level 0
management are of institutions
involved in EFR responsible for fiscal
management
The mandate is I
inadequate
The mandate is 2
sometimes clear
The mandate is 3
always clear
The mandate
concerning EFR is
not clear at the level
of institutions 0
Epﬁjt The responsible for
insti I%nls P environmental
responsible for management
environmental The mandate is
management are inadequate ]
involved in EFR 4 :
The mandate is 2
sometimes clear
The mandate is 3
always clear
Personnel is not ready 0
EFR-S: The to cooperate
Personnel has
personnel at the .
\ inadequate 1
level of the different . .
cooperation potential
concerned
Personnel has
stakeholders accept .
. . average cooperation 2
sharing cooperation 4
potential
arrangements for the P h
adoption of EFR crsonneihas
adequate cooperation 3
potential
EFR-6: Information | The identification of
needs related to the information needs is 0
adoption of EFR is not addressed
systematically The identification of
identified at the information needs is 1
level of all inadequate
concerned The identification of 2
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Capacity Resuit /
Indicator

Staged Indicators

Rating

Comments

Next Steps

Contribution
to which
QOutcome

stakeholders

information needs is
adequate but not
systematic

The identification of
information needs is
systematic

EFR-7: Information
gathering and
analysis is
conducted by the
different
stakeholders
according to a clear
system, as part of
the mandate of
various institutions

Institutions do not
follow an information
gathering and
analysis system
according to a clear
mandate

Institutions follow an
information gathering
and analysis system
according to
inadequate mandates

Institutions follow an
information gathering
and analysis system
according to
relatively clear
mandates

Institutions follow an
information gathering
and analysis system
according to clear
mandates

EFR-8: Personnel is
capable of collecting
and analyzing the
necessary
information related
to EFR

Personnel is
incapable of
collecting and
analyzing the
necessary information

Personnel has
inadequate
capabilities for
collecting and
analyzing the
necessary information

Personnel has
average capabilities
for collecting and
analyzing the
necessary information

Personnel has
adequate capabilities
for collecting and
analyzing the
necessary information

EFR-9: A
monitoring and
evaluation system is
well-defined to
assist in decision-
making and to

The M&E system is
not available

The M&E system is
inadequate

The M&E system is
adequate but not
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Contribution

Cap;a elt'y Result / Staged Indicators Rating Comments Next Steps to which
ndicator
Outcome
inform the progress | systematic
made in adopting
EFRs The M&E system is 3
systematic
EFR-10: The Institutions do not
monitoring and adopt M&E tools as 0
evaluation system part of their mandates
concerning the Institutions adopt
adoption of EFRs is | M&E tools 1
integrated into the adequately
mandates of key Institutions
institutions sometimes adopt 2
M&E tools
Institutions always 3
‘ adopt M&E tools
EFR-11: Personnel | Personnel is
responsible for incapable of using 0
M&E are well- M&E tools
trained and capable | Personnel has
of monitoring the inadequate 1
adoption of EFRs capabilities to use
M&E tools
Personnel has
average capabilities 2
to use M&E tools
Personnel has
adequate capabilities 3

to use M&E tools

GEFS CEO Endorsement-Approval-January 2011.doc

53




ANNEX F. ABBREVIATIONS

ANRE National Energy Regulatory Agency

APIA Agency for Payments and Interventions in Agriculture
APR Annual Progress Reports

AWP&ABP Annual Work and Budget Plans

CCCD Cross-Cutting Capacity Development

CPAP Country Programme Action Plan

EA Executing Agency

EFR Environmental Fiscal Reform

EFRC EFR Commission

EU European Union

GEF Global Environment Facility

GHG Green House Gas

IDP Institutional Development Plan

IEA International Energy Agency

JILDP Joint Integrated Local Development Programme
LECRDS Low Emission and Climate Resilient Development Strategy
LEDS Low Emissions Development Strategy

LEFs Local Ecological Funds

LPA Local Public Administration

M&E Monitoring and Evaluation

MAFI Ministry of Agriculture and Food Industry

MCRD Ministry of Construction and Regional Development
MoE Ministry of Environment

MokEc Ministry of Economy

MTEF Medium-Term Expenditure Framework

NCSA National Capacity Self-Assessment

NDS National Development Strategy

NEF National Ecological Fund

NEX National Execution

NGOs Non-Governmental Organizations

NPB National Public Budget

OECD Organization for Economic Development and Cooperation
PA Project Assistant

PBB Performance Based Budgeting

PCM Project Cycle Management

PIF Project Identification Form

PM ’ Project Manager

PMU Project Management Unit

PPG Project Preparation Grant

RCU Regional Coordination Unit

RDA Regional Development Agencies

REPIN _ Regional Environmental Programme Implementation Network
SBAA Standard Basic Assistance Agreement

SEI State Ecologic Inspectorate

UNCBD United Nations Convention for Biological Diversity
UNCCD United Nations Convention to Combat Desertification
UNDP United Nations Development Programme

UNFCCC United Nations Framework Convention for Climate Change
VAT Value-Added Tax ‘
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ANNEX G: PROJECT CONTRIBUTION TO R10 CONVENTION PROVISIONS

CBD

Article
6(b)

Article
7(c)

Article
10(a}

Article
10(e}

Article
11

Article
12{a)

Article
13{a}

Objective

Integrate, as far as possible and as
appropriate, the conservation and
sustainable use of biological diversity
into relevant sectoral or cross-sectoral
plans, programmes and policies

identify processes and categories of
activities which have or are likely to
have significant adverse impacts on the
conservation and sustainable use of
biological diversity

Integrate consideration of the
conservation and sustainable use of
biological resources into national
decision-making

Encourage cooperation between its
governmental authorities and its
private sector in developing methods
for sustainable use of biological
resources.

Adopt economically and socially sound
measures that act as incentives for the
conservation and sustainable use of
components of biological diversity.

Establish and maintain programmes for
scientific and technical education and
training in measures for the
identification, conservation and
sustainable use of biological diversity
and its components and provide
support for such education and
training for the specific needs of
developing countries

Promote and encourage understanding
of the importance of, and the
measures required for, the
conservation of biological diversity, as
well as its propagation through media,
and the inclusion of these topics in
educational programmes
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Project Contribution

The project will improve the regulation and operational
management of national and local environmental funds that are
responsible for financing a range biodiversity activities in Moldova

The project will catalyze targeted reforms to increase the attribution
to sources of environmental pollution and degradation, assigning
and collecting fees and fines from the responsible social actors.

Environmental fiscal reforms will be structured around the
strengthening of national decision-making structures and processes
in order to improve biodiversity conservation and sustainable use.

The cross-cutting nature of the project to reform the financing of
environmental management and natural resource conservation
activities require the cooperation of key agencies. This project
builds upon the catalytic work of the NCSA in encouraging inter-
agency consultation. EFR will be undertaken through coordinated
work between the Ministries of Environment, Finance, Agriculture
and Food industry, Construction and Rural Development, and
Economy. Other key partner agencies include the National Energy
Regulatory Agency, Moldsilva {forestry agency), and local public
administrations.

A purpose of this environmental fiscal reform projectis to
strengthen economic and socially responsible incentives to reduce
environmental degradation that results in a loss of globally
significant biodiversity.

This project will provide training on the application of new tools and
instruments for environmental fiscal reform that will contribute to
improve monitoring and collection of fees and fines to finance
biodiversity conservation activities.

The project includes a communication and awareness campaign to
raise awareness and commitment to protect Moldova's natural
environment for both national and global benefit. In particular,
awareness will be directed to understanding EFR as a measure to
improve biodiversity conservation and sustainable use activities.
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Article
14.1{a)

Article
14.1(b}

Article
17.1

Article
17.2

Article
20.1

Article
21.4

CCD
Article
4.2{a)

Introduce appropriate procedures
requiring environmental impact
assessment of its proposed projects
that are likely to have significant
adverse effects on biological diversity
with a view to avoiding or minimizing
such effects and, where appropriate,
allow for public participation in such
procedures

Introduce appropriate arrangements to
ensure that the environmental

.conseqguences of its programmes and

policies that are likely to have
significant adverse impacts on
biological diversity are duly taken into
account

Facilitate the exchange of information,
from all publicly available sources,
relevant to the conservation and
sustainable use of biological diversity

Exchange of information shall include
exchange of results of

technical, scientific and socio-economic
research, as well as

information on training and surveying
programmes, specialized

knowledge, indigenous and traditional
knowledge

Provide, in accordance with its
capabilities, financial support and
incentives in respect of those national
activities which are intended to
achieve the objectives of this
Convention, in accordance with its
national plans, priorities and
programmes

Consider strengthening existing
financial institutions to provide
financial resources for the
conservation and sustainable use of
biological diversity

Objective

Adopt an integrated approach
addressing the physical, biological and
socio-economic aspects of the

processes of desertification and
drought
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Capacity building for EFR will take place within the framework of
Moldova's institutional framework for carrying out environmental
impact assessments. This will strengthen the tracking of indicators
related to the loss of biodiversity, such as increase in the
deforestation of landscapes critical to migratory birds.

ElAs and EFRs represent a synergy of two institutional frameworks
that will strengthen the monitoring of biodiversity conservation
activities and attribution of environmental fees and fines.

EFR requires that the various partner national agencies and entities
share key information. This includes the review of their existing

. financial management systems to identify blockages, wastage, as

well as opportunities to build on successfui fiscal practices.

This project will building upon best practices in the region. To that
end, the OECD, a key partner to this project, will contribute
significant co-financing and training on tools, measures, and
institutional practices to improve the assignation, collection, and
distribution of fees and fines related to the loos of biodiversity
conservation.

The Government of Moldova is providing US$ 250,000 in co-
financing to support a range of EFR activities that are in the national
interest, particularly to support the integration of EFR instruments
into the sub-national decision-making process.

EFR will focus on strengthening the existing national and local
environmental funds, which are already creating and operational,
and which are the most important environmental subsidy scheme in
Moldova.

Project Contribution

EFR is an integrated approach to structuring and managing fees and
fines as disincentives to the anthropocentric causes of
desertification and drought among other forms of environmental
degradation. EFR is also an approach to strengthen the cross-cutting
set of financing structures and processes directed to managing and
distributing financial resources for a range of environmental
conservation and management services, including those directed to
combatting desertification and drought.
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Article
S{c)

Article
19.1{c)

Article
19.3
(a)

Article
201

Article
20.3

Article
21.3

FCCC
Article
4{1)c

Pay special attention to the socio-
economic factors contributing to
desertification processes

Promote capacity-building to
disseminate relevant technology
methods and technigues more
effectively.

Organize awareness campaigns for the
general public

Ensure that adequate financial
resources are available for
programmes to combat desertification
and mitigate the effects of drought

Mobilize adequate financial resources
for the implementation of their
national action programmes

Strengthen national coordinating
mechanisms, integrated in national
development programmes, that would
ensure the efficient use of all available
financial resources

Objective

Promote and cooperate in the
development, application and
diffusion, including transfer, of
technologies, practices and processes
that control, reduce or prevent
anthropogenic emissions of
greenhouse gases not controlled by the
Montreal Protocol in all relevant
sectors, including the energy,
transport, industry, agriculture,
forestry and waste management
sectors
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The synergy between EFR and ElAs creates a unique system to
strengthen disincentives to those socio-economic activities
contributing to the desertification process. For example, whereas
ElAs will identify suite of socio-economic causes of anthropogenic
desertification such as the excessive draining of water from the
water table for industrial purposes, the complementary capacity
building on EFRs will strengthen the assignation of fees and fines to
mitigate such development and ensuing potential impacts.

This project will deliver training on best practices for EFR, building
on the internationally recognized work of the project’s development
partner, OECD.

The project includes a communication and awareness campaign to
raise awareness and commitment to protect Moldova's natural
environment for both national and global benefit. In particular,
awareness will be directed to understanding EFR as a measure {0
improve combat desertification and drought by looking at the
anthropocentric causes and linking these to fees, fines and taxes as
disincentive measures.

The overall goal of this project through EFR is to strengthen and
increase the predictability and levels of financial resources for
programmes and projects to combat desertification and drought,
among other causes and impacts of environmental degradation.

The strengthening of the NEF and LEFs through EFR is strategized to
increase financial resources for the implementation of national
action programmes under the Rio Conventions, such as the CCD
NAPs.

The NEF is the most important national coordinating structures in
Moldova that are targeted to the financing of environmental action.
This project will take holistic approach to strengthening the national
institutional framework to ensure that EFR is integrated within the
key national coordinating structures, building on the capacity
development support provided by the OECD. Given the project’s
work to strengthen the decentralization of through EFR, the project
will be closely coordinated with the UNDP/UNWOMEN Joint
Integrated Local Development Programme.

Project Contribution

EFR is seen as one important market-based approach that will
catalyze the development, use and spread of best available
technologies and techniques to address greenhouse gas emissions.
This project will deliver training on best practices for EFR, building
on the internationally recognized work of the project's development
partner, OECD.
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Article
4(1)d

Article
4(1)f

Article
4{1}h

Article
4(1)

Article
&{a)liii)

Article
6{a)iv)

Article
6(b){ii)

Promote sustainable management, and

promote and cooperate in the
conservation and enhancement, as
appropriate, of sinks and reservoirs of
all greenhouse gases not controlled by
the Montreal Protocol, including
biomass, forests and oceans as well as
other terrestrial, coastal and marine
ecosystems

Take climate change considerations
into account, to the extent feasible, in
their relevant social, economic and
environmental policies and actions,
and employ appropriate methods, for
example impact assessments,
formulated and determined nationalily,
with a view to minimizing adverse
effects on the economy, on public
health and on the quality of the
environment, of projects or measures
undertaken by them to mitigate or
adapt to climate change

Promote and cooperate in the fuil,

open and prompt exchange of relevant

scientific, technological, technical,
socio-economic and legal information
related to the climate system and
climate change, and to the economic
and social consequences of various
respanse strategies

Promote and cooperate in education,
training and public awareness related
to climate change and encourage the
widest participation in this process,
including that of non-governmental
organizations

Promote and facilitate public
participation in addressing climate
change and its effects and developing
adequate responses

Training of scientific, technical and
managerial personnel

The development and implementation

of education and training programmes,

including the strengthening of national
institutions and the exchange or
secondment of personnel to train
experts in this field
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EFR will be tied to environmentally sound and sustainable
development, strategically structured and implemented in such a
way that will catalyze and facilitate cooperation among stakeholders
to reduce deforestation and undertake afforestation and
reforestation in important landscapes that also benefit endangered
endemic wildlife as well as reduce/prevent land degradation.

EFR will be structured around those particular fee, fine and tax
structures associated with development, and integrated within
Moldova's environmental impact assessment procedures and
related decision-making with a view to assessing potential impacts
of development on climate change, the potential of the impacts of -
climate change on the proposed development, as well as creating
financial incentives {and disincentives) to strategically guide
development decisions towards a low emission and climate resilient
development pathway.

In partnership with the OECD, this project will take a com;irehensive
approach to cooperation among expert stakeholders and institutions
in order to develop and apply the most appropriate EFRs to
Moldova.

In partnership with the OECD, this project will undertake a series of
training and public awareness activities with a view to developing a
sustainable cadre of national expertise to continue the on-going
development and application of EFRs, including their independent
monitoring by non-state stakeholders to ensure the legitimacy of
EFR application.

This project will undertake a public awareness campaign to raise the
understanding and acceptance of civil society of the high value of
EFR to meet national socio-economic and environmental priorities,
with particular attention to framing EFR as needing civil society's
participation in being a part of the solution.

In partnership with the OECD, this project will undertake a series of
training and public awareness activities with a view to developing a
sustainable cadre of national expertise to continue the on-going
development and application of EFRs, including their independent
monitoring by non-state stakeholders to ensure the legitimacy of
EFR application.

In partnership with the OECD, this project will undertake a series of
training and public awareness activities with a view to developing a
sustainable cadre of national expertise to continue the on-going
development and application of EFRs, including their independent
monitoring by non-state stakeholders to ensure the legitimacy of
EFR application.
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ANNEX H: COORDINATION WITH ON-GOING PROJECTS AND PROGRAMMES

Description of on-going projects/programmes relevant to the current project under submission and benefits
received from the current project under submission.

Relevant on-going
projects and
programmes

Funding level

Government
agencies and
development
partners

Benefits received by on-going projects/programmes
from the current project under submission

National Environmental
Fund {NEF)} and Local
Environmental Funds
{LEFs} are operational
since 1998 in the aim of
financing
environmental
protection and
restoration measures.

Yearly budget in
2009 of the NEF
was around US$
15.6 million.

Yearly budget in
2008 of the LEFs
was around USS
685,000

NEF and LEFs
are
subordinated to
the Ministry of
Environment

This project will contribute to improving the
management and operational procedures of these
funds, focusing on facilitating investments related to
Moldova’s commitments under the CBD, CCD, and
FCCC.

Current analysis shows that 76% of the total NEF
expenditures aimed at funding projects for
implementing the national strategies, programmes
and plans for environment protection; while around
only 22% of LEFs’ expenditures are related to
protection, construction and development of
environmental protection measures.

The NEF and LEFs currently represent the most
important environmental subsidy schemes in
Moldova. At present, commitments related to the Rio
Conventions play a very minor role in decision-making
on how the resources of the NEF and LEFs are being
allocated.

Agency for Payments
and interventions in
Agricuiture (APIA} is
operational since 2008
was established for the
following purpose
modernizing the
agricultural sector and
improving crop and
livestock yields

Yearly budget in
2010 was around
USS 50 million

APIA is
subordinated to
the Ministry of
Agriculture and
Food Industry
{MAFI)

This project will support a reform of agricultural
subsidies including green agriculture subsidies that
have both positive economic and environmental
benefits such as increased employment, a reduction of
harmful chemicals and compounds, higher land and
soil productivity.

The distribution of agricultural subsidies in 2010 shows
that the subsidy for ecological agriculture was at the
level of 0.3% of the total subsidy funds while subsidies
for the utilization of fertilizers and pesticides were at
the level of 2.8% of the total subsidy fund.

Environmental criteria are not applied in the other
areas of agricultural subsidization due to lack of efforts
in incorporating environmental and Rio Conventions-
related criteria into policies enabling subsidies and
fiscal incentives in the agriculture sector.

The Joint Integrated
Local Development
Programme (JILDP),
phase 1 was launched
in 2007, phase 2
started in 2011 with a
strong focus on

Total budget of
US$ 13,500,000

State
Chancellery
with support
from UNDP and
UNWOMEN

This project will support the greening of Moldova’s
decentralization process, specifically its Performance
Based Budgeting system by elaborating and
implementing EFR instruments at the sub-national
level (district and municipality level) as part of the
Government of Moldova's on-going decentralization
process and policy to strengthen sub-national

GEF5 CEO Endorsement-Approval-January 2011.doc

59




decentralization

JILDP is developing
human, institutional
and financial
management capacities
in the selected towns,
designing appropriate
systems and
procedures and
adopting it to local
governments plans,
budgets,
implementation,
monitoring and
evaluation activities in
a participatory manner

authorities.

The Parity Commission on Decentralization, which
includes public authorities, civil society and
associations of LPAs has been established and in its
the preliminary consultations on the content of the
strategy have been initiated at the level of several
Working Groups.

EFR will be integrated as part of the “Financial
Decentralization Working Group” of the JILDP that has
been established to improve the local public finance
system that would guarantee the financial autonomy
of LPAs, maintaining financial discipline and increasing
technical and financial efficiency.

The project will allow EFR to be integrated within the
Strategy in the Parity Commission it will be submitted
to the Government for approval.

The project will aiso allow the development and
implementation of appropriate EFR instruments
approved within the decentralization process.

The GEF funded MSP Total budget of Ministry of This project will complement the objectives and

“Improving coverage US$950,000 {GEF) | Environment, outcomes of the GEF funded MSP “Improving

and management Moldsilva, coverage and management effectiveness of the

effectiveness of the Ministry of Protected Area System in Moldova” by improving

Protected Area System Culture, budget allocations and investment finance for

in Moldova “ project UNDP biodiversity in general and protected areas in specific.

aims to improve the

representativity and The project will also ensure as part of its strategy to

coverage of the establish modalities for sustaining such financing.

protected area system

and to build the By conducting a costing and financing strategy for the

capacity of protected sub-sector biodiversity protection in line with good

area institutions in international practice, the project will allow the

Moldova to more establishment of a financial sustainability of

effectively establish biodiversity conservation efforts and protected areas

and administer a as per the CBD objectives.

representative system

of protected areas in This will also allow MoE to elaborate its budgets and

Moldova. MTEF submissions, specifically for the sub-sector
biodiversity protection with the aim of increasing and
stabilizing budget allocations to the MoE. This will
lead, in return, to the stabilization and enhancement
of necessary financial support for the management of
the protected areas system in Moldova.

In 2009, OECD's Yearly budget MoE with This project will complement MoE/OECD’s activities

programmes related to | allocation of support from related to strengthening the institutional basis of the

EFR included launching | around Euro OECD economic and fiscal reforms and integrating the EFR

the “National Policy 200,000 Environmental process outcomes in the budget planning process.

Dialogues on
Environment and

Action Plan
{EAP)

This will be done by strengthening the decision-
making and technical modalities for “greening the
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Development”. budget and MTEF planning” by linking strategic

In 2011, OECD will planning to budget planning based on national and

conduct a large scale global environmental priorities.

training programme for

environmental Coordination between OECD’s activities and the

authorities in Moldova. project will allow the strengthening of the MoE’s
budget planning process and its MTEF to ensure that

In 2012, OECD will the financial planning at local and national levels are

faunch its Work addressing local, national as well as global

Programme which environmental priorities.

includes a fong-term
technical assistance
programme, in line with
the recommendations
of the National Policy
Dialogue which was
conducted by OECD in
2009 and which
includes EFR as an
important pillar of its
activities.
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ANNEX I: LETTERS OF ENDORSEMENT AND CO-FINANCING
ATTACHED AS SEPARATE FILES
GEF OFP LETTER OF ENDORSEMENT AND CO-FINANCING (15 JUNE 2011)

LETTER FROM OECD (14 APRIL 2011)
LETTER FROM UNDP (15 APRIL 2011)
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