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SECTION 1: PROJECT IDENTIFICATION
1.1 Project title: Reducing global and local environmental risks from primary
mercury mining in Khaidarkan, the Kyrgyz Republic
1.2 Project number: GFL:
PMS:
1.3 Project type: Medium Size Project (MSP)
1.4 Strategic objectives:
GEF strategic long-term objective: CHEMs-0B]J3: Pilot sound chemicals management and
mercury reduction
Strategic programme for GEF 1V: CHEMs-0B]3: Pilot sound chemicals management and
mercury reduction
1.5 UNEP priority: Harmful Substances and Hazardous Waste
1.6 Geographical scope: National
1.7 Mode of execution: External
1.8 Project executing organization: State Agency for Environmental Protection and Forestry
1.9 Duration of project: 36 months
Commencing: 1 October 2012
Completion: 30 September 2015
Validity of legal instrument: 36 months
1.10  Cost of project Us$ %
Cost to the GEF Trust Fund 944,000 239
Co-financing
Cash:
Swiss Federal Office for the Environment (FOEN)* 645,000 16.3
Ministry of Foreign Affairs of Norway 800,000 20.2
U.S. Environmental Protection Agency 175,000 4.4
UNEP 200,000 5.1
UNDP 30,000 0.8
Sub-total (cash) 1,405,000 46.8
In-kind and other inputs:
State Agency for Environmental Protection and Forestry 100,000 2.5
Kyrgyz Mining Association 50,000 1.3
Osh Aarhus Environmental Information Centre 30,000 0.8
Zoi Environment Network 120,000 3.0
Almaty University of Power Engineering and Telecommunications (AUPET) 50,000 1.3
University of Castilla La-Mancha (Spain) 100,000 2.5
UNITAR 40,000 1.0
UNEP 439,000 11.1
UNDP 228,000 5.8
Sub-total (in kind) 862,000 29.3
Total 3,951,000 100.0
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1.11 Project Summary

The world’s governments agreed at the twenty-fifth session of the United Nations Environment Programme
(UNEP) Governing Council in 2009 to prepare a global legally binding instrument on mercury to protect
human health and the environment from mercury-related risks. After the closure of major mercury mines in
Almaden (Spain), Idrija (Slovenia) and Algeria, the Khaidarkan mine in southern Kyrgyzstan is the last
remaining supplier of primary mined mercury to the international marketplace.

After more than 70 years of mercury mining and smelting at Khaidarkan, a number of mercury-contaminated
hot-spots exist while atmospheric emissions of mercury from the smelter continue. These are sources of
mercury release to the global and local environment. In addition to mercury releases from the mining and
smelting operations, including its waste management, the mine continues to supply primary mercury to the
global market. The mine could produce and supply more than 1,500 tonnes of mercury in the coming decade
that could eventually enter the global ecosystem. The ultimate objectives of the actions of which this project
forms part are to:

e protect human health and the environment by stopping mercury releases; and
e cut the mercury supply.

The UNEP Global Mercury Partnership is one existing vehicle for the coordination of efforts between the
Kyrgyz Government and the international community to move forward in phasing out primary mercury
mining. An additional important linkage is UNDP’s work to support the implementation of the Country
Development Strategy, particularly because Khaidarkan as a community is economically dependent on the
mercury mine and it is located in an impoverished region of the country. So far, the Governments of
Switzerland, Norway and the United States have provided financial contributions to the project while UNEP,
UNDP and UNITAR have played an active role in assisting Kyrgyzstan.

The Khaidarkan plant remains important to the local community, in particular as it is the primary income
generator in the area. Up until now, there has been little presentation of economic alternatives to mercury
mining to facilitate transition and gain a firm commitment from all key stakeholders. As long as local
economy and mining community remain threatened by mine closure and the arrangements for alternative
development are not well known and practically demonstrated, the key governmental players and local
community are unlikely to be confident and supportive of the phasing out of mercury production. Moreover,
the lack of up-to-date sufficient and reliable local environmental and health data along with non-existing
monitoring, reduces the weight of environmental arguments for mercury mining cessation. In addition,
exposure of local residents to environmental and health risks from mercury and emissions into the
environment continue due to lack of preventive and remedial measures.

The proposed GEF project will (i) identify and promote economic alternatives to mercury mining (such as
mining and processing of gold and non-metallic minerals as well as other non-mining small-scale business
development) and (ii) prepare for remedial and preventive measures at areas identified as high-risk
priorities to address in and around the Khaidarkan mercury mine and smelter. In addition the project will
enable a comprehensive assessment and monitoring of environmental and health risks and impacts of the
mercury mining and improve knowledge and awareness of policy makers and local residents about
environment and health risks. These project components will collectively contribute towards the effort of
securing an agreement by the central authorities of Kyrgyzstan and the local community for primary mercury
mining phase out in a socially and environmentally responsible manner.

The GEF project aims to support activities in different thematic areas at different scales that will lead to the
ultimate overall project goal "reduction of global and local environmental risks from primary mercury mining
in Khaidarkan". Overall expected project outcomes include:

Global e Reduce to minimum (eventually to zero) Kyrgyzstan's primary mercury production

e Reduce emissions from Kyrgyzstan's mercury smelting into the global atmosphere

Regional e Benefit to the downstream Ferghana Valley shared by Uzbekistan, Tajikistan and Kyrgyzstan,
through reduction of mercury mining and associated pollution
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National e Replace primary mercury mining with alternative sources of income through investment
promotion that will strengthen the national economy, improve the overall environmental
image of Kyrgyzstan and fulfil any requirements under the international mercury process

Local o Diversify local economy that will improve economic resilience, including employment

e Reduce passive environment and health risk reduction measures and prepare steps for the
future remediation, including adequate monitoring measures, will reduce known and potential
threats to the environment (pollution) and the local population (health and agricultural
activities)
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SECTION 2: BACKGROUND AND SITUATION ANALYSIS

2.1.
1.

Background and context

Mercury is a highly toxic heavy metal that is transported long distances by atmospheric processes. It

accumulates in ecosystems and has long been known for its significant negative effects on human
health and the environment. Growing global and local concerns about the impacts of mercury led
UNEP’s Governing Council to agree on the preparation of a global legally binding instrument on
mercury to be completed in 2013. This instrument will include provisions to limit mercury supply as
well as reduce the demand for mercury and its international trade.

The international community considers primary mining (process of extracting raw materials from the

ground) as the least preferred source of the supply of mercury!. The Khaidarkan mine in southern
Kyrgyzstan is considered to be the last primary mercury mine in the world exporting to global markets,
providing about 10% of global mercury supply.

Khaidarkan is located in the Alai-Turkestan mountains at an elevation of about 2,000 meters above sea

level. It lies to the south of and drains into the Ferghana Valley, the most densely populated region of
Central Asia. Average annual temperature is +6°C. Winter temperatures reach -20°C, summer +25°C;
annual precipitation is 415 mm.

Archeological evidence suggests that mercury extraction by artisanal methods started in the region more

than 10 centuries ago. Industrial production at the Khaidarkan Mercury Plant (KMP) was formally
established in 1941. In the past, the KMP was the main mercury production facility for the Soviet
Union, providing a strategically important supply of mercury for military and other purposes. Mercury
production reached 800 tones per year in the 1980s, and at of the Soviet era, the plant employed over
3,000 people, operating several mines spread across southern Kyrgyzstan.

5. After the national independence in 1991, major changes in the economy and market systems, including

the loss of subsidies from the Soviet Union, falling mercury prices and growing energy and technical
costs the mercury plant was declared bankrupt and was re-organized into the Khaidarkan Mercury
Joint Stock Company with 99.9% of the shares being state-owned. Other mercury deposits and mines at
Chauvay and Chonkoy that previously provided ore to Khaidarkan were abandoned. Nowadays, mining
is restricted to the deepest levels of the Khaidarkan deposit, 350-400 meters below surface. As a result
of difficult mining conditions, the plant is reliant on governmental subsidies for energy and geological
exploration. While there are significant technical and economic challenges, the recent increase in the
market price for mercury has allowed the KMP to remain operational and perhaps increase production.
The main products are metallic mercury and fluorite concentrate although antimony was also

1 Source: Report of the second meeting on the intergovernmental negotiating committee for mercury. Annex Il - Report on the outcomes of
the consultations on primary mercury mining. Available at :
http://www.unep.org/hazardoussubstances/Portals/9/Mercury/Documents/INC2/INC2 20 report e.doc
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produced in the past. Until recently, Khaidarkan's mercury has been exported to China, Russia, U.S. and
E.U. firms2.. A small fraction of mercury produced at Khaidarkan remains in the country and is used by
artisanal gold miners; estimates suggest this amount is in the range of 150-300 kg annually.

6. The total output of primary (ore-based) mercury and secondary mercury (received from waste material)
at KMP is 100 to 150 tonnes per year though in the past, it was 450-600 tonnes per year.3 In 2009, the
failure of water pumps resulted in flooding the lower levels of the mine and reduced output. In the
coming decade (2011-2020) the Khaidarkan mine plans to produce more than 1 500 tonnes of primary
mercury that will eventually enter the global market. Mercury reserves available at Khaidarkan
provide for at least several decades of future operations.

7. The smelter at KMP has only limited and inefficient pollution control systems and is considered as a
potentially important source of global atmospheric mercury emissions as monitoring systems are not
in place and no recent inventory has been developed. However, at full production capacity 20 years
ago, Khaidarkan's atmospheric emissions of mercury were estimated at 20 tonnes per year. The
problem of mercury pollution from Khaidarkan has therefore both a local and a global context.

8. Considerable mercury releases to the environment, especially atmospheric emissions, are caused by the
limited and inefficient pollution prevention, lack of remedial planning and measures, and inadequate
monitoring. Mercury levels in agricultural soils and river sediments in the area of ongoing and past
mercury mining sites often exceed national environmental limits. Additionally, deficiencies in "passive”
prevention measures such as fencing of polluted sites, regulations of land use and awareness among
farmers, increase public exposure to health and environmental risks to the public, livestock and
wildlife.

9. The Batken Province, where the Khaidarkan mercury mine is located, belongs to one of the poorest and
most remote mountainous regions of Kyrgyzstan. Agriculture is a driver of the local economy in the
Batken Province as it provides for 50% of the gross regional product. Mercury mining and processing
at KMP is the single most important industry, and it forms the backbone of the company town of
Khaidarkan. Currently, Khaidarkan mercury plant employs around 800 people and the local
community of about 10-11 thousand people depends directly and indirectly on the KMP for income,
services, electricity etc.

10. The remote location, harsh conditions and historical mining specialization*, mitigate against readily
available economic alternatives to mercury production exist at the moment. The technical assessment
report on KhaidarkanS indicated that by increasing local production and promoting related businesses,
the valley could become more self-sustaining and less vulnerable to economic changes.

11. Futhermore, the technical assessment report on Khaidarkan indicates that agriculture is the main
economic sector in the rest of southern Kyrgyzstan and agriculture in the valley could be improved by
optimizing land use, strengthening local food processing and improving the marketing of agricultural
products. Land appropriate for agriculture use needs to be further assessed, given the legacy of
contamination in the area of the mine itself. Batken province is famous for apricots (production
potential 12,000 tonnes a year) and other fruits and vegetables (cherry, apples, pears, grapes,
pomegranates) in total 35,000 tonnes. The Batken province also provides excellent conditions for
manufacturing of dry foodstuff. The Ministry of Industry has also indicated that the production of local
foodstuff specialties such as dried apricots represent a promising development option for this rural
area. Brick production and food processing were also mentioned as alternative economic activities to
mercury mining,.

2 In its working life the Khaidarkan mine is estimated to have produced more than 36 000 tonnes of mercury.

3 Source: Towards a Mercury-Free Future: Feasibility Study - Development of gold and other mineral deposits near Khaidarkan Feasibility.
A study of alternative minerals mining for Khaidarkan (2012). Available at:
www.unep.org/hazardoussubstances/Portals/9/Mercury/Documents/ASGM/Kyrgystan/prefeasibility-eng.pdf

+ Whilst other economic alternatives including agriculture and tourism are possible, the main labor force of the Khaidarkan community is
specialized in mining

5 Environmental issues related to environmental primary mercury mining in Kyrgyzstan: Technical Assessment (2009) developed by Zoi
Environment Network
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12. In 2008, the Kyrgyz Ministry of Finance listed a number of investment possibilities for Batken province.
Tourism attractions include peak Piramida, peak Asan-Uson, Dugoba base-camp (juniper forests and
hiking/horse paths are frequented by local and international visitors). Development of community-
based tourism has good prospects, but infrastructure and accessibility are to be improved.

13. On the other hand, gold mining is booming all across Kyrgyzstan, including around the Khaidarkan, and it
is considered by the authorities and experts as one the industrial alternative options to substitute
mercury mining®. Other possible industrial alternatives identified in the Kyrgyz Republic Action Plan
on Primary Mercury Mining (2009) include the production of aluminium and non-metallic minerals.

14. Curbing mercury mining, although desirable from a health and environmental point of view, could
compromise local livelihoods and the fragile economy of an impoverished region. As a result, the
cessation of mercury mining is a delicate issue requiring a balanced socially responsible approach to
the interests of all stakeholders.

15. GEF's support will develop appropriate frameworks and mechanisms to implement the most suitable
alternatives to mercury mining in Khaidarkan and promote public-private partnerships. The examples
of large (now closed) town-forming mercury mines in Europe (Idria, Almaden) and Terek-Say state-
owned mine in Kyrgyzstan (recent transition from antimony to gold extraction) shows that alternative
local development options are available, though a transition process is complicated and requires joint
efforts of the central government, local community, private sector and the international partners. Gold
and non-metal mining companies active in southern Kyrgyzstan are interested in manpower and
infrastructure available at Khaidarkan. In this context, Khaidarkan has a number of advantages such as:

e existing infrastructure,

e professionally trained staff and local mining traditions,

¢ lower capital costs and environmental impacts comparing to the new mining activities,
¢ smaller number of permissions and shorter time required.

But the details and approaches for transfer from mercury mining to alternatives need to elaborated,
discussed, promoted and implemented.

16. Historical development of the KMP is closely associated with its company town Aiderken (formerly
Khaidarkan). Most of its urban infrastructure (heating, water supply, streets and buildings
maintenance, lighting etc), social services (schools, kindergartens, etc) and local economy (markets,
shops, etc) used to be fully dependent on the mercury plant. After independence many of these services
were restructured, but even today some of these dependencies still in place.

17. UNDP has been working in Khaidarkan since 2009 (in partnership with UNEP) to support the
implementation of the Country Development Strategy and specifically aims to improve livelihoods and
promote sustainable development through an integrated local development approach. The UNDP
programme on creating alternative job opportunities in Khaidarkhan supports economic growth of
Khaidarkan by opening, enlarging and extending the range of business opportunities and create
alternative employment opportunities for local residents through, primarily, training and small grants.
The latest phase of the work is wrapping up in 2012. The community will benefit from continued,
additional poverty reduction efforts in the region.

18. Since the world’s Governments agreed at the UNEP Governing Council in 2009 to prepare a global legally
binding instrument on mercury to protect human health and the environment from mercury-related
risks and with treaty negotiations underway, there is a timely high profile opportunity for the Kyrgyz
Republic to act - as they are the last remaining major supplier of primary mined mercury to the
international marketplace. The GEF and other international project partners are well positioned to
fulfil the role of the innovative driver to this transformation process, which will ultimately support the
national decisions for phasing out of primary mercury mining in Kyrgyzstan for the benefit of the
global environment and to reduce local environmental and health risks. The progress as well as

6 Source: Towards a Mercury-Free Future: Feasibility Study - Development of gold and other mineral deposits near Khaidarkan Feasibility.
A study of alternative minerals mining for Khaidarkan (2012). Available at:
www.unep.org/hazardoussubstances/Portals/9/Mercury/Documents/ASGM /Kyrgystan/prefeasibility-eng.pdf
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challenges towards the Khaidarkan mine transition could periodically be reported by the Kyrgyz
delegation through the Intergovernmental Negotiating Committee (INC) process, Global Mercury
Partnership meetings and other venues, as appropriate, to exchange experience, ensure transparency
and keep the project on track.

2.2. Global significance

19. Mercury is a global pollutant which can be transported over long distances and across borders in the
form of gaseous emissions or via waste streams and waterways. Airborne pollution is one of the main
contamination pathways. Not only can exposure to mercury severely affect the health of people living
and working around a mercury source, the danger of mercury pollution can also spread far and wide. It
cannot be excluded that Khaidarkan mercury could reach the Arctic or tropical ecosystems. For
example, mercury is widely used by artisanal gold miners around the world, including the sensitive
river ecosystems, causing great damage to biodiversity and affecting health of thousands of people.

20. With the global mercury treaty negotiations underway, much profile is being placed on primary mercury
mining as the least preferred source of mercury in the international marketplace. The proposed GEF
project intervention in Kyrgyzstan will enable conditions for gradual phasing out of its primary
mercury mining and supply to the global marketplace. Kyrgyzstan's 10% share in the total global
mercury supply is significant, and therefore the GEF project intervention will have high global effect in
the long term. This project will also support the efforts made by the INC to develop a legally binding
instrument on mercury, including limitations for primary mercury mining and supply and mercury
management at the national and global level.

21. Moreover, curbing of Khaidarkan's atmospheric mercury emissions and reducing mobilization of locally
deposited mercury into the local, regional and global environment clearly marks another global
significance of the project. At the same time, passive prevention measures could limit public exposure
to health risks. The targeted approach and efficiency of these measures could be further supported by
the adequate monitoring, which will benefit the global knowledge of mercury hazard mitigation.

22. The upstream location of the Khaidarkan mine in the cross-border Sokh river basin shared between
Kyrgyzstan and Uzbekistan that drains into the Ferghana Valley creates an opportunity to reduce the
potential pollution risk for the international waters, which is another the GEF priority focal area.

2.3. Threats, root causes and barrier analysis
a) Threats

23. Scientific evidence of mercury accumulation in the environment, its impact on health and ecosystems and
its long-range transport potential is well documented in UNEP's Global Mercury Assessment. Initial
scoping studies characterize the area around Khaidarkan mercury mine and smelter (comprising town
and adjacent agricultural land as well as natural waterways) by elevated mercury concentrations
resulting from many years of mercury mining’”. The mercury levels in agricultural soils, river
sediments, shaft water sediments and ambient air exceed the national environmental standards of
Kyrgyzstan, although due to technical limitations, chemical forms of mercury could not be specified.

24. Some studies suggest that in the past there were impacts on human health resulting from mercury
production in the area. Children are particularly vulnerable to mercury exposure when playing with
contaminated soils and performing their regular activities (e.g. going to school) in the area. Also, some
categories of workers are exposed to elevated occupational health risks.

25. Some families in Khaidarkan depend on agricultural activities and women are particularly involved in
planting and harvesting. Due to the presence of mercury in the soil, women become particularly
exposed to mercury. Biological factors - notably size, physiological, hormonal and enzyme difference
between women and men - influence susceptibility to health damage from exposure to toxic
chemicals®. Women are also particularly exposed by remaining at home doing domestic tasks and/or

7 Environmental Issues Related to Primary Mercury Mining in Kyrygzstan, Technical Assessment 2009 - available at:
http://www.chem.unep.ch/mercury/Sector-Specific-Information/TA_eng.pdf
8 UNDP, 2011, Gender Mainstreaming - Chemicals and gender
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working in the same area. In Khaidarkan, many households’ are sustained by the income brought by
men who, in some cases, go to work abroad; therefore women may be chronically exposed by
remaining in the contaminated areas. The level of contamination in different media remains unknown
but is believed to be high. High poverty levels make it likely that children assist their mother’s in
agricultural chores and thus are also at high risk of exposure to mercury. Furthermore, mercury passes
the placental barrier and may accumulate in the unborn foetus. A new study, conducted in part by the
Harvard School of Public Health?, suggests that in addition to the hazards facing a pregnant mother,
mercury consumption more seriously affects her unborn baby, and can cause irreversible brain
damage in children.

26. This project will reduce the negative impacts of hazardous chemicals to these vulnerable groups by
seeking and promoting environmentally sound alternatives to mercury mining and by remediating
some of the most contaminated areas that give rise to particular exposure risks to the community.

27. The main threat to the global ecosystem comes from the continuous primary mercury mining and supply
of Khaidarkan's mercury to the global market and its eventual deposition in the natural environment
and/or transformation into more hazardous forms (such as methylmercury).

28. Threats at the local and regional level, also relevant at the global context, include ongoing and historical
pollution from the mercury production process. Khaidarkan mercury smelter is perhaps the most
important point source of atmospheric mercury emissions (especially poorly isolated rotary kilns and
stack) and effluents containing water from the mercury condensation. Re-volatilization of mercury
deposited in the environment contributes to elevated mercury levels in air and river sediments.

29. Other pollution sources include sludge pond and slag heaps. The sludge pond is considered one of the
most problematic areas, where samples taken indicate highly elevated mercury concentrations. The
site is located next to the main road and is frequented by herders whose livestock drink and feed
around the site. Vegetables are cultivated nearby. There are no fences or covers that prevent access,
erosion and drainage. Slags are smelting residues left over after the ore roasting process. Commonly
these dry and rather coarse materials are backfilled into the mine shafts after exploitation to increase
shaft stability, reduce area taken up with such materials and limit environmental impact. In
Khaidarkan, no backfilling operations were conducted which resulted in 13 million tonnes of slag
stored on 40 ha surface above ground next to the town. The sheer quantity of slag stored in addition to
environmental risks is causing a general problem to landscape and limits options for land use. While it
is a challenge to design and implement full scale remedial actions for the slag heaps, sludge and other
potential sources of pollution a demonstration of cost-efficient ways could be arranged under the GEF
project, including through co-financing partners (e.g. Norwegian grant).

30. Local and global risks and threats related to the Khaidarkan industrial waste landfill include:
¢ high slope angle, which can result in sliding;
e lack of warning signs and fencing;
e close proximity to the town, resulting in dust contamination of the residential area;
e possibility of mercury leaching into surface and ground waters;
e possibility of generating mercury emissions
31. According to the National Environment and Health Action Plan (NEHAP) jointly produced by the Kyrgyz
Ministry of Health and the Ministry of Environment Protection in 1998, the stored wastes violate
nature-protection rules and present a direct threat to the environment and the population.
Kyrgyzstan’s “State Programme on Waste Originating from Production and Consumption”, puts the

Batken province of Kyrgyzstan on the top list of the hazardous industrial waste locations (mainly due
to the Khaidarkan mercury plant).

32. While the environmental situation at Khaidarkan is complex and pollution sources are difficult to isolate,
it is important to identify robust and feasible solutions that meet local demands in a time and cost
efficient manner. Solutions should consider local socio-economic aspects and foreign remediation

9 The Nutrition Source, Fish: friend or foe? Published by Harvard School of Public Health (2007)

10



Annex 1: Project Document

experience applied to the context of the remote location and limited technical and financial capacity in
the area.

b) Root causes

33. The root causes of a continued primary mercury mining and supply of Khaidarkan's mercury to the
global market as well as pollution associated with mercury production process are:

e the considerable mercury reserves that can be exploited (>20,000 tonnes according to official
estimates) and presently high world mercury prices (up to US$ 2500 per flask) do not
encourage Kyrgyzstan to stop mercury mining without alternatives;

e a significant and historical dependence of the local community on the town-forming
Khaidarkan mercury mining enterprise and limited identified potential for diversification and
local business development;

e lack of financial resources, and limited options (mechanisms and agreements do not exist) for
private sector involvement to facilitate transition to non-mercury mining alternatives;

e very limited environmental control and protection measures resulting in potentially high
mercury emissions and releases;

e in addition to the above, lack of capacity and knowledge for preventive and remedial measures
perpetuates unmitigated exposure to risks

e limited awareness of the local impacts with inadequate baseline information and lack of
reliable and independent monitoring capacities makes it impossible to realistically appreciate
the extent and severity of mercury contamination, pollution pathways conductive to the local
and global environmental and health impacts and to check progress.

c) Barrier analysis

34. The experience with the Kyrgyz Republic Mercury Mining Phase Out project allows identification of the
following clusters of barriers:

Lack of confidence in, and limited knowledge of, non-mercury alternatives

35. An economic and a political barrier that prevents a shift towards non-mercury alternatives is a limited
confidence in, and non-existing practical arrangements conductive to, the economic transition in
politically agreeable, financially viable, environmentally acceptable and socially responsible manner.
The preliminary technical and economic estimates (including environmental impacts screening) show
the good prospects for non-mercury future of Khaidarkan, mainly in the gold mining sector and non-
metallic minerals (bentonite, serpentinite, gypsum). At the same time, the “creating alternative job
opportunities in Khaidarkhan” programme implemented by the UNDP country office jointly with UNEP
and funded by the U.S. State Department and the Government of Norway support diversification of the
local economy (small scale private businesses) and reduce community reliance on the mercury
enterprise (infrastructural improvements). It is necessary to build further economic and political
confidence, convince the local community, the Khaidarkan mercury plant management and decision
makers at the central authorities (Ministry of State Property, State Agency for Geology and Mineral
Resources and the Government) of non-mercury mining prospects and other local employment
opportunities. Further intense work and political dialogue at all levels is required to make known the
technical and economic pre-feasibility calculations, arrange business presentations for mining
companies about Khaidarkan's technical capacities and human resources, and create favourable
conditions and frameworks for private investors interested in alternative non-mercury mining. The
fact that there are still mercury reserves and that world mercury prices are high create less of an
incentive for the Kyrgyz Government to stop mercury mining without confidence in and knowledge of
alternatives.

36. One more related barrier is that the Khaidarkan mercury mine is state-owned and if it becomes
privatized (it is currently on the official list of the governmental property for privatization), the
government will likely have little say in phasing out or regulation of mercury production.

11
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Institutional and governance barriers

37. National priorities stated in Kyrgyzstan's Country Development Strategy for 2010-2011 consider energy
and mining sectors as key sources of economic growth and industrial development. These priorities
are also reflected in sectoral development strategies. In the case of Khaidarkan, mercury mining
priorities are handled differently: environmental and health action plans and decisions stress the
importance of risk reduction, remediation and discontinuation of hazardous activities, while general
economic and mining sector plans indicate stable levels of mercury production. This highlights the
need for a more consistent cross-sectoral approach towards mercury mining and risk reduction.

38. Considering the high local economic and social importance of mercury mining, the Kyrgyz Government
has found it difficult to balance between safeguarding the global and local environment and the current
economic and social stability and development. While some national authorities - such as the State
Agency on Environment and Forestry and the Ministry of Natural Resources (now State Agency for
Geology) have demonstrated continuous support for socially responsible phasing out of mercury
mining, others such as the Khaidarkan mercury plant management, the Ministry of Economy, and the
Ministry of State Property highlighted the top priority of employment maintenance, and are less
concerned or convinced by the global and local environmental arguments.

No capacity for environmental remediation, monitoring and risk reduction measures

39. High mercury concentrations were identified by preliminary scoping studies!? in 2009 in Khaidarkan
smelter's sludge and other industrial waste stored in the proximity to residential area and agricultural
lands without appropriate containment measures. Mercury rich waste is subject to wind and water
erosion and no remediation and risk reduction measures have been planned for ongoing or abandoned
mercury mining areas. The preliminary identified environmental hotspots require a set of passive risk
reduction measures such as fencing to prevent access for humans and livestock, and other remedial
solutions to reduce seepage of mercury into ground and surface waters and emissions into the
atmosphere. Additionally, funding available for risk reduction and remediation is very limited and
currently inadequate to meet the needs.

40. Air quality samples measured on an irregular basis at Khaidarkan by the Kadamjai Sanitary Station show
excessive mercury concentrations. In general, the lack of proper monitoring, suitable measuring
equipment and local capacity in conducting sampling campaigns makes emission control, identification
of pollution hotspots and evolution of environmental situation difficult. Environmental authorities
have no means to verify data provided by the industry which may result in improper reporting. This is
further aggravated by the absence of an environmental management plan, target values and up-to-date
inventory of emissions which is required by legislation but often not applied. No independent and
comprehensive analysis of environmental and health impacts has been prepared in the last two
decades. The absence of strict emission control limits and the lack of monitoring hamper incentives for
limiting mercury emissions and tackling environment and health problems.

41. Lack of reliable data limits the existing knowledge and understanding of global effects of the Khaidarkan
mercury mining. Health and environmental assessment reports are not available to the public and
therefore risks are unknown. Moreover, existing environmental and industrial/trade statistics do not
show mercury emissions from mining activities and mercury production/export numbers, thereby
making inaccessible vital information to the public.

42. If mercury mining discontinues, the enterprise management should take responsibility for clean-up, if
not, then the Ministry of Emergencies, local administration and ultimately local residents will be
responsible for tackling the environmental and health problems. Khaidarkan does not set aside any
funds for environmental rehabilitation and hence the financing for proper mine closure is uncertain.
Therefore, if no actions are taken to develop local capacities and mechanisms for remediation, the

10 Source: Environmental Issues Related to Primary Mercury Mining in Kyrygzstan, Technical Assessment 2009 - available at:
http://www.chem.unep.ch/mercury/Sector-Specific-Information/TA eng.pdf
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Khaidarkan community could face the full burden of environmental pollution as in the case of the two
other abandoned mercury mining sites in the region, which stopped operations in the early 1990s.

Inadequate knowledge dissemination and advocacy

43. In spite of previous information dissemination efforts and a series of country missions and round tables,

2.4.

it has been noted that amongst governmental decision makers (which change often) and the local
community there seems to be inadequate knowledge and lack of information on environmental and
health impacts that mercury causes and about the international environmental image of Kyrgyzstan in
the context of global mercury supply. This essentially creates an information barrier and results in
reduced capacity to convince key stakeholders to change their perceptions and maintain open dialogue
on environmental and health concerns and future non-mercury development of Khaidarkan. The
Khaidarkan mercury mine management, until recently, does not recognize the need for action and
shows only moderate interest in improving its environmental performance.

Institutional, Sectoral and Policy context

a) Institutional

44. The management and regulation of the state-owned Khaidarkan mercury plant and decision making

responsibilities are complex. Ministries' and agencies' views on the issue of mercury production vary
depending on their role and awareness of mercury issue and this lead to difficulties in having a
consolidated position. The following national players are relevant to the project context:

45. Khaidarkan mercury plant is a state-owned enterprise (99.9%) but it has a significant degree of

autonomy in management, contracting, and production planning. Two ministries supervise the
Khaidarkan mercury plant: the State Agency on Geology and Mineral Resources (operational manager)
and the Ministry of State Property (assets manager). The Ministry of Economic Regulation and
Antimonopoly and the Ministry of Finance decide and provide state subsidies and loans to the plant.

46. The State Agency on Environment and Forestry is a specially designated governmental institution

47

48

49

50

dealing with inspections, issue of permits and limits for emission release, review of environmental
plans, and various environmental monitoring activities. The Agency was the lead actor in coordinating
preparation of an Action Plan on Primary Mercury Mining. The Agency's Director is the operational
GEF focal point. Agency's representative is a SAICM focal point. The Agency's Centre on ecological
safety is supervising international environmental projects implementation. The Agency's departments
and a laboratory in southern Kyrgyzstan are responsible for inspections and enforcement of
environmental performance and investigating local residents’ complaints. It should be noted that State
Agencies in Kyrgyzstan are not a part of the Cabinet of Ministers, therefore their status in the Kyrgyz
governmental structure is somehow below the one of ministries'. The ongoing reforms in Kyrgyzstan
governing structures may eventually transform certain functions of the State Agency on Environment
and increase the importance of the State Inspection on Environmental and Industrial Safety under the
Government of Kyrgyzstan in the context of the GEF project.

. The State Agency on Geology and Mineral Resources (formerly Ministry of Natural Resources) fulfils

technical coordination and information gathering functions related to Khaidarkan. In view of ongoing
restructuring of the Kyrgyz Government, the functions of this agency and its role in the GEF project will
need to be better identified.

. The State Property Management Fund (formerly Ministry of State Property) has 99.9 percent of

governmental share holdings of Khaidarkan and is responsible for the privatisation process.

. The Ministry of Emergencies is dealing with the safety of the abandoned and active tailings ponds

(though abandoned and active mercury mining sites are not part of the current responsibility). The
Hydrometeorological service under the Ministry of Emergencies carries out a nationwide
environmental monitoring programme, focusing on urban air quality as well as water quality in the
main rivers, but it does not conduct any environmental monitoring in or around Khaidarkan.

. The National Statistics Committee of the Kyrgyz Republic collects information about pollution levels

(air emissions, wastewater discharge, water use, waste accumulation) directly from the relevant
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industrial activities, including Khaidarkan, and publishes summarized information in its state of the
environment reports (statistical format) every three to four years. Data on imports and exports of
industrial products is also available from the statistical office. They are responsible to make publically
available industrial production data.

Other actors include: the Kyrgyz Mining Association, the Osh Aarhus Environmental Information Centre,
the NGO "Public Ecological Expertise”, the Ken-Too Mining Project Design Centre, and the Kadamijai
Sanitary Station and laboratories. These are all relevant to the GEF project context. The Aarhus
Centre's and Kyrgyz Mining Association's roles as interfaces between mining sector and other sector
interests, especially the environment, is essential for political dialogue, investment promotion, pre-
feasibility and socio-environmental studies. Lobbying on chemical safety and mercury risk reduction is
undertaken by the NGO "Public Ecological Expertise".

The laboratories specializing in environmental analysis are the Alex Stuart Environmental Laboratory
(independent private laboratory) and the Chui Ecological Laboratory in Kara-Balta (70 km from
Bishkek). The Institute of Chemistry of the Kyrgyz Academy of Sciences also has laboratory capacities
but they are mainly used for scientific projects. The Khaidarkan mercury plant has laboratory dealing
with pollutants, although its equipment and methodology is considered out-of-date and mainly serve
industrial production needs rather than environmental monitoring.

Sanitary-Epidemiological Station (SES) in Kadamjai (50 km away from Khaidarkan) is tasked with
monitoring of environmental health conditions at Khaidarkan and has experience in mercury
monitoring, but it lacks reliable and modern equipment.

The Osh-Batken territorial department for environmental protection reports to the State Agency on
Environment and Forestry and is involved in supervising local environmental issues. The territorial
department carries out inspections and surveys of the Khaidarkan mining plant once a year (or more
often in case of local residents complaints) in cooperation with Kadamjai Sanitary Station. Although the
department has a laboratory, its old equipment, lack of certification, challenges of regular supply of lab
consumables, and limited staff prevent continuous and reliable environmental measurements.

At the international level, Governments, the United Nations Programmes, and NGOs all contribute to the
Kyrgyz mercury project partnership. The following players are relevant to the GEF project context:

UNEP with support from the United States and Norway has facilitated the key steps and dialogue with
Kyrgyzstan on the issue of primary mercury mining and initiated scientific and technical assessment
and awareness raising to support the project development. Norway has recently provided the grant
funding to UNEP to support work on environment and health risk reduction and awareness.

UNITAR with funding from Switzerland assisted Kyrgyzstan in preparation of an Action Plan on Primary
Mercury Mining, but due to the political changes at the country level, this plan was not endorsed by the
Kyrgyz government in 2011. UNITAR is currently engaged (in 2012-2013) in two other projects, one
on the Global Harmonised System (GHS) funded by the SAICM Quick Start Programme Trust Fund
(QSPTF) and one on integrated chemicals and waste management to support SAICM implementation
(funded by Switzerland).

UNDP with funding from the U.S. State Department and UNEP has been engaged in a programme called
“creating alternative job opportunities in Khaidarkhan”. The programme has been successful in
identifying alternative sources of income and to train locals on alternative activties to mining. This
programme will continue as part of the Aid for Trade Project. Financed by Finland.

Zoi Environment Network, a Swiss NGO and a member of UNEP's Global Mercury Partnership, has been
engaged on various issues related to chemicals management and access to environmental information.
Zoi Environment Network jointly with Kyrgyz counterparts (Kyrgyz Mining Association, Osh Aarhus
Environmental Information Centre, Alex Stewart Lab) has played central role in the initial stages of the
Kyrgyz mercury project development, supporting UNEP and UNITAR with technical expertise, ground
work and coordinating local activities on environment and health risks identification and mitigation,
mine transition options, information support.
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60. The University Castilla La-Mancha (Spain) and the Almaty Institute of Power Engineering and
Telecommunications (AUPET, Kazakhstan) have practical international and regional experience in
mercury pollution monitoring, design and remediation. They contributed to the initial assessment of
environmental monitoring and remediation options for Khaidarkan, shared their experience with local
experts during the round tables and field work and expressed interest in continuing participation and
contribution to the relevant initiatives, including the GEF project (see attached letters, Annex 12).

61. The U.S. Environmental Protection Agency has provided financial support and expertise for the initial
technical and economic studies related to alternative development and risk reduction. The U.S. EPA
experts could be involved in further activities on environment and health risks minimisation.

b) Sectoral

62. Currently, mining related policies within Kyrgyzstan are commodity focused and the government is keen
to expand mining activities to boost economic growth. The government strives to create a good
business climate for the mining sector, although political instability and local protests tempered this
trend. The new Mining Code is being drafted in Kyrgyzstan (as of February 2012).

63. The ongoing sectoral governance reforms seek to improve transparency and efficiency of the mining
sector, raise its environmental performance and industrial safety, allocate decision-making powers and
control mechanisms to the local authorities and communities. Kyrgyzstan has recently become the first
country in Central Asia compliant with and given membership in the International Extractive Industry
Transparency Initiative (EITI). Mentioned reforms in the mining and environment sectors demonstrate
the Government's willingness to develop country's mining sector attractive for international investors,
make it transparent and socially and environmentally responsible. In this context, the Kyrgyz
Parliament has decided recently that mining operators should allocate 2% of profits for local
communities.

64. Mercury mining has never been a major or nationally significant income generating industry in
Kyrgyzstan. Mercury mining was highly subsidized in the Soviet era, and is still enjoying preferential
treatment. However, for Kyrgyzstan, it represents an iconic industry. Additionally, at the local level, it is
a key source of income and occupation for the entire Khaidarkan community.

c) Policy

65. The National Environmental Action Plan (NEAP 1995) critically assessed the conditions at the
abandoned and active mercury mines and required response measures. However, due to lack of
funding, many measures and recommendations have not been implemented. The National
Environmental Health Action Plan (NEHAP 1999) supplements NEAP with activities on the protection
of human health from environmental risks and threats.

66. The Country Development Strategy (2009-2011) of the Kyrgyz Republic focuses on the several types of
extractive industries (gold mining, construction materials, energy resources (coal, oil, gas)), it also
mentions mercury stabilisation as priority and the continuation of mercury production. The
development of this document predates the mercury INC negotiations (started in 2010). During the
INC negotiations, the Government of Kyrgyzstan has expressed its commitment to discontinue the
operations of the mercury mine as long as sound alternative employment opportunities are identified
and implemented in Khaidarkan.

67. The Ecological Security Conception (2007-2020), approved by the President in 2007, is currently the
country’s main strategic document of environmental policy. It lays down the basic principles of
environmental policy and identifies global, national and local environmental challenges. It also outlines
national priorities for environmental protection, as well as instruments for ensuring environmental
safety and the expected outcomes of ESC implementation. The ESC defines several main directions of
action in line with the specific measures of the Country Development Strategy:

e to balance environmental, economic and social aspects of development;
e to strengthen the legislative and regulatory systems;

e to improve environmental enforcement;

¢ to promote economic incentives of environmental protection;
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e to reform and renew the system of environmental monitoring; and
¢ to implement obligations under the ratified multilateral environmental conventions.

68. The approach of the ESC is based on a clear intention to interconnect the issues of environmental safety
and sustainable development and to ensure coherence in the management activities of the national
environmental authority on policymaking. Implementation of the ESC is scheduled in three phases:
a) 2007-2010 - ensuring social and economic development within the carrying capacity of ecosystems;
b) 2010-2015 - reducing the level of environmental pollution and rehabilitating the natural
environment; ¢) 2015-2020 - improving the quality of environment and achieving sustainable nature
use..

69. This project will be executed during phase Il of the ESC approach and as such it will contribute to achieve
the goals and objectives of the Ecological Security Conception for Kyrgyzstan.

70. The United Nations Development Assistance Framework (UNDAF) report for Kyrgyzstan (2012-2016)
focuses on three main pillars: 1) Peace and Cohesion, Effective Democratic Governance and Human
Rights, including justice for all; 2) Social Inclusion and Equity, encompassing social protection, food
security, education and health; and 3) Inclusive and Sustainable Job-Rich Growth for Poverty
Reduction, with particular attention to women and youth as well as vulnerable groups!!. This project is
directly linked to pillar 2 and 3 and indirectly to pillar 1. This project is particularly relevant to
Millennium Development Goal (MDG) 1: Eradicate extreme poverty and hunger; MDG 5: Improve
maternal health; MDG 7: Ensure environmental sustainability; and MDG 8: Develop a global
partnership for development.

71. Under UNDAF’s pillar 1 (Peace and Cohesion, Effective Democratic Governance and Human Rights) it will
be imperative to ensure that real and sustainable capacity development of people in the Kyrgyz
Republic takes place. This project will ensure that a transparent decision making process is in place
and that key stakeholders are properly represented. Minority and vulnerable groups will be
empowered to participate in the project’s decisions and will obtain sound information on the current
situation and future plans. One of the national priorities under pillar 2 (social inclusion and equity) is
to ensure social obligations and to develop the social sector. This project will work with vulnerable
groups and will promote equal participation in decision making processes and activities. Under pillar 3
(inclusive and sustainable growth for poverty reduction) the project will contribute to outcome 1,
which is inclusive growth leading to decent and productive employment and improved access to
productive natural resources, markets, services and food security. By diversifying the availability of
jobs and by promoting the creation of new employment opportunities, the project will contribute to
the inclusion of the poor and the youth. Achieving this will be possible through partnerships with key
players. Under the same pillar 3, this project will also make a useful contribution towards the
achievement of outcome 2: sustainable management of energy, environment and natural resources
practices is operationalised. This project will ensure that alternatives proposed to mercury mining
activities will be sustainable and will respect the natural environment and promote sound
environmental management.

72. At the global level, the international community has indicated that primary mercury production is the
least desirable source of mercury!2. At the country level, current national policies, plans and ministerial
priorities remain mixed, which is not conductive to the unified consistent approach for addressing the
primary mercury mining in Kyrgyzstan. The proposed GEF project could help to better analyse and
tackle this complex policy issue.

73. A number of legal acts and policies on the environment and industrial safety are available in Kyrgyzstan,
of which the following are most relevant in the context of toxic chemicals: the Law on environmental
protection; the Laws on air protection, on land and water; the Law on environmental assessment; the
Law on industrial safety of hazardous production facilities; the Law on tailings and mining waste; the
Law on rates of payment for environmental pollution; the Law on sanitary-epidemiological welfare of

11 Source: United Nations Development Assistance Framework (UNDAF) for the Kyrgyz Republic 2012-2016 (March 2011)

12 Source: Report of the second meeting on the intergovernmental negotiating committee for mercury. Annex II - Report on the outcomes of
the consultations on primary mercury mining. Available at:
www.unep.org/hazardoussubstances/Portals/9/Mercury/Documents/INC2/INC2 20 report e.doc
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the population and on the protection of public health and others (List of laws and statutory acts of
KR13).

74. Phase I (initial) of the Kyrgyz mercury mining phase out framework project partnership, led by UNEP,

started in 2007 with initial discussions with the Government of Kyrgyzstan on mercury production at
the Khaidarkan mine. At that time, a UNITAR-facilitated chemicals assessment in Kyrgyzstan, funded
by the SAICM Quick Start programme, identified mercury as one of the priorities for action. The
recognition of the dangerous nature of mercury and its negative impacts on the environment and
health in Kyrgyzstan and in the world allowed UNEP to promote the initial dialogue through technical
and social-economic assessments of primary mercury mining and initial screening of alternatives and
remediation options. The assessments and dialogue process resulted in a formulation of the Action
Plan on Primary Mercury Mining and its Impact on the Environment in the Kyrgyz Republic. The Action
Plan was endorsed by the Government of Kyrgyzstan in October 2009 and presented by the Kyrgyz
delegation consisting of the Ministry of Industry, Ministry of Natural Resources, State Agency on
Environment and Forestry and NGOs at the Ad-Hoc Open-Ended Working Group meeting in Bangkok,
Thailand, October 2009.

75. By endorsing and presenting the Kyrgyz Republic's Action Plan to the international community in 2010,

the country representatives signalled country's willingness to consider the gradual closure/phase out
of the world’s last remaining exporting mercury mine if a number of outstanding issues, especially
investment promotion into alternatives, could be addressed. After the April 2010 revolution and major
political changes in Kyrgyzstan, this process slowed down considerably. In spite of this step back, the
continuity of the Kyrgyz position towards reduction of global and local environmental risks from the
primary mercury mining was reaffirmed by the country delegations at several meetings of the
Intergovernmental Negotiating Committee (INC) in 2010 (Stockholm, Sweden) and 2011 (Chiba, Japan
and Nairobi, Kenya). In addition, the joint UNEP-UNITAR high-level mercury mission to Bishkek,
Kyrgyzstan held in June 2011 was welcomed by the Kyrgyz State Agency on Environment and Forestry
and helped to advance the global and local mercury risk reduction agenda in Kyrgyzstan.

76. The international community, in particular the Governments of Switzerland, Norway and the U.S,

indicated a willingness to support the Kyrgyz Republic to move from planning to action, known as
Phase I1, recognizing the economic circumstances of the Kyrgyz Republic. In response to this, UNEP was
requested to design a partnership framework that would assist in meeting the conditions of the
Government of the Kyrgyz Republic for gradual socially responsible mercury mine closure/transition.

77. The overall purpose of Phase Il framework partnership with involvement of the GEF (Global

2.5.

Environmental Facility) would be to catalyse action to encourage economic transition of the mercury
mine and eventual mercury supply phase out. More specifically it will address the institutional,
political, economic and social aspects of transition to alternative mining as well as reduce global and
local environment and health risks. These would allow sound decisions on the best alternatives to
mercury and result in minimisation of mercury-related environment and health risks.

Stakeholder Mapping and Analysis

78. The current situation regarding the stakeholders involved directly or indirectly with the Khaidarkan

mine is as follows:

a) State governance players

79. The State Agency on Environment and Forestry is a main counterpart for the international community

and UNEP on the issues of primary mercury mining and therefore plays a key role in convening the
global environmental demands and priorities and their reflection in the national policies. It will be
responsible for environment-related GEF project components. The Khaidarkan mercury plant is
formally owned by the State Property Management Fund (formerly Ministry for State Property) and its
mining activities are controlled by and reported to the State Agency on Geology (formerly Ministry of

13 Source: Social and Economic Investigation of Primary Mercury Production at the Khaidarkan Mercury Plant. Available at:

http:

www.chem.unep.ch/mercury/Sector-Specific-Information/SEA eng.pdf
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Natural Resources). Therefore, the Agency will be a key player in transition-related component of the
GEF project. The Ministry of Economy has an important decision-making role in the Kyrgyz
Government regarding the mine's future (including decisions on state subsidies for geological survey
and energy) and will be invited to participate in the project steering committee as well as in
investment promotion.

b) Private and state mining sector

80. Whilst the Khaidarkan mercury mine is currently a state-owned industry, its privatisation cannot be

excluded. From an environmental perspective, it could be an undesirable development if the
government decides to continue or increase mercury mining under the new private or the current state
ownership. The potential privatisation outlines the urgency to engage with the Kyrgyz Government to
promote investment by the private sector or by the state (for example through Kyrgyz Altyn state-
owned gold producing company) into non-mercury alternatives.

81. Several private mining companies operating around Khaidarkan are potentially interested in

collaboration on non-mercury mining (gold and non-metal minerals). Further dialogue with private
sector, presentation of pre-feasibility study results and elaboration of the institutional, legal
frameworks and implementation mechanisms for public-private partnership may catalyze further
interest and advance concrete steps towards alternative mining profile of Khaidarkan. The
International Business Council (IBC) active in Kyrgyzstan could be used as one of the promotion
channels.

c) Civil society, including environmental NGOs and professional associations

82.
83.

84.

85.

86.

87.

2.6.

At the local level there are several different stakeholders related to mercury mining and environment:

Professional Mining Associations: Kyrgyz Mining Association promotes mining sector development and

is aware of the detrimental environmental and health impacts of mercury production. The Kyrgyz
Mining Association works with private mining business to encourage a shift away from the
continuation of mercury mining and encourage the development of economic alternatives, such as
gold. Kyrgyz Mining Association is well positioned to support the GEF project in promotion of
industrial transition linking state (Ministries, Government) and private (companies, investors) players.

Science: AUPET located in Kazakhstan, the closest neighbour of Kyrgyzstan, has extensive experience in

planning and implementation of demercurization programmes for chlor-alkali production sites. The
university staff is willing to share its expertise and experience with Kyrgyz counterparts. In addition,
scientists from Spain, Russia and Slovenia, who have practical experience in environment and health
monitoring are available to support Kyrgyz colleagues in specific project activities. The Institute of
Chemistry, the Institute of Geology and Osh Technical University in Kyrgyzstan could be involved as
local scientific project counterparts.

Further scientific cooperation opportunities could be explored with NATO's Science for Peace project on

monitoring of transboundary water pollution in Central Asia.

Environmental NGOs are working on local public awareness, advocacy, independent studies of technical

and economic aspects of mercury mining and transition to alternatives. The Osh Aarhus Environmental
Information Centre has been active in raising awareness and conducting public hearings on mercury
pollution and passive measures for health and environment risk reduction. NGO "Public Ecological
Expertise" works on the issues linked to sound chemical management which also includes mercury. Zoi
Environment Network will provide and coordinate international expertise for the project.

Local Community: mixed feelings still persist in the local community about mercury mining and the

possible switch to economic alternatives (see section 2.1). The major concern is more the security of
the local economic situation and jobs whilst less concern is about the environment and health issues
that mercury production presents. However local farmers for example, are against polluting industry
as their crops and water supplies are affected by contaminants which are a result of mercury mining
and dust formation from tailings.

Baseline Analysis
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88. The Khaidarkan mine is a major source of mercury emissions and releases and mercury supply which
present both local and global hazards for the public health and ecosystems. Under a business as usual
scenario without the GEF project the Khaidarkan mine will continue production of the primary
mercury and its supply to the global marketplace in line with the existing plans and arrangements.
Moreover, mercury emissions will continue unabated, and environment and health risks will persist or
worsen.

89. An intervention by the GEF will enable conditions conducive to the promotion of non-mercury
development alternatives and phasing out of mercury production, improved capacities for remedial
planning, preventive measures and pollution monitoring and raise awareness at local and central level
regarding mercury mining.

90. The Kyrgyz mercury mining phase out framework project partnership started in 2007, led by UNEP,
started with initial discussions with the Government of Kyrgyzstan on mercury production at the
Khaidarkan mine. At that time, UNITAR-facilitated chemicals assessment in Kyrgyzstan identified
mercury as one of the priorities. The recognition of the dangerous nature of mercury and its negative
impacts on the environment and health in Kyrgyzstan and in the world allowed UNEP to promote the
initial dialogue through technical and social-economic assessments of primary mercury mining and
initial screening of alternatives and remediation options. The assessments and dialogue process
resulted in a formulation of the Action Plan on Primary Mercury Mining and its Impact on the
Environment in the Kyrgyz Republic. The Action Plan was endorsed by the Government of Kyrgyzstan in
October 2009 and presented by the Kyrgyz delegation consisting of the Ministry of Industry, Ministry
of Natural Resources, State Agency on Environment and Forestry and NGOs at the Ad-Hoc Open-Ended
Working Group meeting in Bangkok, Thailand, October 2009.

91. The GEF project is an essential part of an international effort lead by UNEP to assist Kyrgyzstan in
creating enabling conditions for phasing out the primary mercury production at Khaidarkan. Several
governments, including Switzerland, Norway and the United States, have already provided funds to
support the effort. The first phase (Phase I, see previous paragraph) of the effort in 2007-2009 lead to
initial technical, socio-economic and environmental assessment of the current situation and the
adoption of an Action Plan. The second phase (Phase II) focuses of three strategic areas for socially and
economically responsible phase-out of mercury production. These strategies are:

1) the assessment of the suitability of industrial investment based on known resources in the
region of the mine,

2) action at the local level to broaden the economic base and diversify the income
opportunities for the community, and

3) preparations towards the future remedial action at the mine to reduce the environmental
and health risks it poses in the area.

The proposed GEF project’s main focus will be on the promotion of alternative investments (1) and
priority environmental actions (3) that have direct local and global environmental significance. Area
(2) above is covered by UNDP-administrated “creating alternative job opportunities in Khaidarkhan”,
programme complimentary to the GEF intervention.

92. Outputs obtained from Phase I, such as the initial socio-economic and environmental assessment,
preliminary identification of alternatives to mercury mining and adoption of the action plan, will be
used as a basis for action during Phase II. Regarding the alternatives identified, gold mining and
industrial minerals mining (magnesite, serpentinite, gypsum and bentonite) along with agriculture and
small scale development, appear to be the preliminary alternatives identified. Regarding agriculture
and small-scale development as an alternative to mercury mining, optimizing agriculture practices -
optimizing land use, strengthening local food processing and improving the agricultural products are
considered as part of the economic diversification strategy. Small grants, micro credits and training for
developing small business such as handicraft, repair services, construction, transport, foodstuff, eco-
tourism, etc will be also further assessed during the Phase II.

93. The UNDP creating alternative job opportunities in Khaidarkhan programme will be further enhanced
and complemented with a local initiative to broaden the economic base and diversification of job
opportunities in the community. The GEF project will provide support to further develop the
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identification and analysis of suitable alternatives to mercury mining and diversification of job
opportunities. During the period from 1st September 2009 to 30 September 2010 the Programme
carried out the following activities: a) Participatory Rural Appraisal (PRA) was conducted to identify
basic needs and problems impacting on local development as well as to seek potential solutions; b)
Small Capital Grant Facility was established and institutionalized through the development of a Grant
Manual that promotes transparency and accountability in approval and implementation of grant
projects. The outcomes of this programme are: 14 small grant project proposals were identified and
funded through Small Capital Grants Facility by the local government and local community, including
five small-scaled business projects which resulted in additional employment opportunities for 30
residents of Khaidarkan and nine infrastructure rehabilitation projects; Over 130 people in the
community benefited from training events aimed at improvement of skills and knowledge in the farm
management and technologies of agriculture, business planning, various types of non-farm business
activities.

94. UNDP has recently embarked, with funds from Finland, on the implementation of a project entitled “Aid

2.7.

for Trade”. The project aims at building business capacities of poor communities and expanding their
trade opportunities through improved production, processing and marketing. Additionally, UNDP has a
longstanding experience since 2000 aiming at creating favourable conditions for improving socio-
economic situation in the oblast. All of these alternatives are complementary to the GEF intervention
and identification of alternative employment opportunities in Khaidarkan. The GEf funded will further
complement the identification of alternative sources of income and the Aid for trade Programme.

Linkages with other GEF and non-GEF interventions

95. The focus on the promotion of economic alternatives to encourage a shift away from a mercury industry

which is impacting upon the local and global environment is relatively new area for the GEF and so
there are no immediate direct links with other GEF and non-GEF interventions. Perhaps, substitution of
ozone depleting substances is the closest proxy. However, strong synergies with other projects within
Kyrgyzstan can be made, such as with an ongoing Kyrgyz hazard mitigation project with a component
on remediation and risk reduction at the Maili-Suu former uranium mines, which is partly GEF-funded
and being implemented by the World Bank. Whilst uranium mine legacies present different challenges
to mercury pollution, the lessons learnt from experience of Maili-Suu can be obtained and applied to
the proposed project at Khaidarkan. Furthermore, in neighbouring Kazakhstan, recent experience and
knowledge from mercury remediation/cleanup efforts in the Nura river basin could be relevant for
Khaidarkan.

96. This project will also make strong linkages with the UNEP/GEF Pamir Alai Sustainable Land Management

project in Kyrgyzstan and Tajikistan,. This project seeks to mitigate the causes and negative impacts of
land degradation on the structure and functional integrity of the ecosystems of the High Pamir and
Pamir-Alai Mountains by mainstreaming sustainable land management tools and practices from
household, community, local government, national and regional levels!4. Both projects will address the
effects of land degradation (in the case of the Khaidarkan mine project mercury contaminate sites) and
will share lessons learned and guidance on management of contaminated sites. The ways of
participation of different stakeholders and the restoration of ecosystems that will allow initiating or re-
starting the economic activities in former contaminated areas will also be an important topic and a
considered and shared among the two projects.

97. With regard to linkages with non-GEF interventions, there are projects which are ongoing in southern

Kyrgyzstan and can be linked to Khaidarkan. First and foremost, the UNDP-administrated programme
creating alternative jobs for the Khaidarkan community. This programme is assisting in setting up
small businesses, and is encouraging economic diversification with the goal of poverty reduction. The
project seeks to promote alternative employment in the area and decrease economic dependence on
the mercury mine. The World Bank has also facilitated a number of projects in the area including
building capacity in governance and revenues management for mining sector (EITI) and improving
agricultural services and irrigation network. Other donors such as the Asian Development Bank, the

14 Source: UNEP PALM project, available through internet: http://www.ehs.unu.edu/palm/
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Japanese Agency for International Cooperation, and the Swiss Development Cooperation and others
have been financing an array of projects in southern Kyrgyzstan, predominately with an economic
focus. Some of these projects are linked to agriculture and water and so can be potentially affected by
the pollution which comes from the mercury mine. The future remedial efforts and phasing out of
mercury mining would therefore have a positive impact on the success of these projects downstream.

98. UNEP is currently implementing two Ozone related projects in Kyrgyzstan: Institutional Strengthening

and Hydrochlorofluorocarbons (HCFCs) Phase-out Management Plan (HPMP). Both projects have a
strong capacitiy building component and upgrading of legislation that will greatly assist this project.
This project will make the necessary linkages and arrangements to participate in the upgrading of
legislation and will look for synergies in the different capacity building activities to be performed.
Coordination between UNEP the twop initiatives will take place after project approval.

99. UNITAR will engage in 2012-2013 with two non-GEF interventions in Kyrgyzstan on the GHS (funded by

100.

the SAICM QSPTF) and on integrated chemicals management in support of SAICM implementation
(funded by Switzerland). UNITAR will seek maximum synergies between these two projects and the
current proposed project on mercury mining. GHS has obvious linkages with the transportation of
dangerous materials, including mercury and mercury containing products. The studies and draft policy
developed under the GHS project will provide sound basis to analyse the transport of mercury and the
normative elements needed to improve transportation of mercury. The integrated chemicals
management project will complement this project in two ways:

e developing a sound strategy for chemicals management in the country (including mercury);
¢ identifying the normative elements to be reinforced in chemicals management.

The Poverty-Environment Initiative (PEI) is a global joint UNDP-UNEP initiative supporting country-
level efforts to mainstream environmental management into national and sub-national planning
processes through financial and technical assistance and capacity development. In Kyrgyzstan the PEI
initiative has been implemented from February 2011 to December 2013. This project will mainstream
Poverty-Environment linkages into policy processes, focusing on integration of current processes into
current strategies such as the Poverty Reduction Strategy Paper. This project will make the
appropriate linkages to this initiative and will ensure that the outcomes related to poverty alleviation
will be fully incorporated into relevant national strategy papers.
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SECTION 3: INTERVENTION STRATEGY (ALTERNATIVE)

3.1

101.

102.

103.

104.

105.

Project rationale, policy conformity and expected global environmental benefits

The rationale for the proposed project has its roots in the international attempt to take global action to
reduce the release of mercury into the environment and UNEP’s programme of work on harmful
substances and hazardous waste. In 2003, the UNEP mercury programme was established under the
auspices of the United Nations, recognising the need for the coordination of global action on the
reduction of mercury pollution in the environment. In 2009, some 140 countries supported the UNEP
Governing Council decisions to launch negotiations on an international mercury treaty. Negotiations
for the treaty began in June 2010 and are expected to conclude in 2013. In parallel to this international
process, the European Union and the United States have already agreed to banning future mercury
exports, the E.U. starting in 2011 and the U.S. in 2013, and are in the process of developing and
implementing strategy to tackle mercury issues.

As primary mining introduces new mercury from geologic formations into the global mercury supply
and ultimately into the environment, it is recognized as the least desirable source of mercury for use in
products and processes. After the closure of mercury mines in Slovenia and Spain, the Khaidarkan
mine became the only facility in the world to mine mercury for export (China also engages in primary
mercury mining but use the mercury domestically). The Kyrgyz Republic is uniquely positioned, as the
world’s only exporter of primary mined mercury, to contribute to global efforts to protect human
health and the environment from the harmful effects of mercury. At the October 2009 meeting of the
Ad-Hoc Open-Ended Working Group on Mercury, held in Bangkok, Thailand, the representatives of the
Kyrgyz Government announced country's willingness to consider the closure of the world’s last
remaining exporting mercury mine, at Khaidarkan, if a number of the social, environmental, and
economic consequences of the phasing out of its national mercury industry could be addressed.

In response, the international partners have supported the Kyrgyz Republic, through the Global
Mercury Partnership, to design the second phase of framework for actions to assist Kyrgyzstan in
addressing social, environmental and economic impacts of mercury mining phase out. Specifically the
areas of focus are:

1) the assessment of the viability of industrial investment based on known resources in the
region of the mine;

2) preparation for remedial actions that would be required at the mine to reduce the
environmental and health risks; and

3) action at the local level to diversify the job opportunities and to broaden the economic base
of the community.

The GEF project would therefore:
1) promote the alternative industrial options among the key ministries, the Kyrgyz government
and private sector and assist with implementation mechanisms as well as encourage
political endorsement and support by the local community and mercury mine management

2) design and demonstrate measures for environment and health mercury risk monitoring and
reduction, especially in the identified high-risk areas

3) promote local economic development through training, awareness raising and small grants,
consistent with activities implemented to date through UNDP aimed to diversify
employment opportunities in the region, thereby also increasing support by the local
community for the initiative.

Collectively, the GEF project and other international efforts towards mercury mine transition (to
reduce primary mercury mining and supply to the global market), and curbing of emissions and
releases(to reduce direct local and global environmental impacts) will have major global
environmental benefits achieved in a socially and environmentally responsible way. The decrease in
the global mercury supply means that less mercury will be available to use in products and processes,
such as destructive artisanal gold mining practices in sensitive ecosystems. In addition, preparation for
remediation of contaminated sites and risk reduction measures will assist with the subsequent
reduction of mercury that is released from Khaidarkan into the global environment.
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Project goal and objectives

The overarching goal of the project is to protect human health and the environment from the toxic
exposure to mercury by phasing out mercury production and supply. The project's development
objective is to enable socially compatible economic transition of the Khaidarkan community from
primary mercury mining to more environmentally and socially sound economic activities.

The purpose of this project is to reduce global and local environmental and health risks from primary
mercury mining in Khaidarkan, the Kyrgyz Republic, by supporting a socially compatible economic
transition away from mercury mining.

The specific objectives that address the project purpose at the different scales involving different
stakeholders are:

¢ Promote non-mercury mining alternatives and other local employment opportunities

e Improve understanding and capacity for mercury monitoring of environment and health

Explore and prepare remedial and preventive measures for mercury-contaminated sites

e Raise awareness at national and community levels about mercury and promote public
transparency of related environment and health concerns

Project components and expected results

The figure below shows the main project components and links between them:

110. The following six components address the above stated objectives and underneath these fall the

planned activities, expected outcomes with a summary of the expected outputs and main indicators of
achievement. The Results Framework (please refer to Appendix 4) details the contents for each
individual outcome and output, supported by indicators of achievement.
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Component 1: Identification and implementation of local economic opportunities, not
reliant on mercury mining

The expansion of economic opportunities will be built on the results of pre-feasibility calculations for
non-mercury mining options in the region (led by national government) and the local alternative
development options (coordinated by UNDP). At the same time, institutional and regulatory
adjustments need to be introduced to create a balanced and attractive mechanism for public-private
partnership and investment. As preliminary studies indicate, alternative mining options are
considering mining activities (e.g. gold production and non-metallic minerals production such as
serpentinite, bentonite, gypsum, facing stones). In parallel, non-mining investment opportunities will
be identified as well as the ongoing alternative employment opportunities programme administrated
by UNDP will complement local alternative development efforts by supporting small-scale income
generating activities, creating new jobs and reducing dependency on the state-owned mercury plant
and providing a range of non-mining alternatives to the local population. It is expected that all of these
studies and assessments will be an integral part of the national plans and strategies for development.

Planned activities

e Develop socio-economic analysis, environmental impact assessment and roadmap for the
implementation of other mining alternatives to mercury mining

e Identify priority alternatives for non-mercury mining economic activities in the Khaidarkan
area

e Continue supporting the UNDP programme fostering alternative job opportunities in
Khaidarkan not reliant on mining, based on lessons learned from previous phases of the
project identified in the project evaluation (evaluation is currently underway).

e Update national plans and strategies for alternative employment which will include socio-
economic analysis for mining and non-mining alternatives to mercury

Expected Qutcome

e Community reliance on mercury mining reuced through identification of alternative
diversified employment opportunities

Expected Qutputs

e Report on socio-economic analysis, environmental impact assessment and roadmap for the
implementation of mining alternatives to mercury mining elaborated and endorsed.

e Report on identified priority alternatives for non mining economic activities.

e UNDP Report on progress in facilitating the diversification of Khaidarkan economy, including
the promotion of alternatives to mining developed.

¢ National development plans and national strategies for development includes the outcomes of
the analysis and programmes on alternatives to mercury mining (as indicated in the previous
bullets)

Component 2: Assessment and monitoring of environment and health impacts from
primary mercury mining and pollution

Monitoring of environmental and health impacts is needed in order to check the current and historical
impacts of mercury production in the area and convince the Kyrgyz government as well as local
authorities that mercury production and associated emissions and releases are not only of global
concern, but also has direct local implications. Moreover, without detailed environmental and health
assessment, it is impossible to effectively target the future environmental remediation and risk
reduction measures and check the progress against the baseline situation. The monitoring programme
(especially for atmospheric air, drinking water, local crops and food supply and local population’s
health) is crucial for understanding of the true scales, key sources, trends over time and pathways of
mercury pollution, including impacts on the global environment and health of local residents. Finally,
the non-stationary system for air monitoring and emergency response will greatly reduce the risk to
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take samples from the mine to the laboratories and will allow authorities to have reliable information
on site within a reasonable time.

Planned activities

¢ Identify and reinforce existing capacities (including training and exchange of experiences) of
laboratories in Kyrgyzstan able to analyze human and environmental samples.

e Conduct a comprehensive study of environmental and health impacts (including GIS and
maps) in the area, involving local and international scientists, local health authorities and
experts and independent (verification) sampling.

¢ Install a mobile, low cost and easy-to-use monitoring system for mercury related accidents
and emissions within the existing competent organizations (Kadamjai Sanitary Station or
other institution) and train local specialists in its use.

Expected outcome
e Impacts of mercury mining evaluated through enhanced human health and environment
monitoring

Expected outputs
e Training reports from 10 experts and 4 local laboratories and results from intercalibration
studies available.

e Report containing including qualitative and quantitative assessment of environmental and
health risks and impacts in the primary mercury mining area available.

e Low cost and easy-to use monitoring system installed and capacity to collect and disseminate
environment and health risk information available.

Component 3: Explore and prepare remedial and risk prevention measures for mercury-
contaminated sites

By preparation for remedial measures of high-risk areas the GEF project will create the necessary
conditions for planning and implementation of the actual remedial measures in the future. High-risk
areas identified in a comprehensive assessment will be reviewed and potential remediation
technologies for them proposed and tested. Rapid response and risk prevention measures will be
designed and implemented to possible extent for immediate positive effects on the local and global
environment and health safety. These include fencing and/or sealing of the selected contaminated
areas, changes in land use, crops and other cost-efficient measures which reduce exposure to risks.
Strategy and guidelines for the development and implementation of remediation measures will be
developed and best practices from Central Asia (Kazakhstan) and Western Europe (Spain, Slovenia)
deployed. Preparation towards future remedial measures and implementation of rapid response and
risk reduction measures will help to build cooperative spirit amongst the local communities and
increase local capacity for remediation. Additionally, the updated Action Plan on Primary Mercury
Mining and its Impact on the Environment with specification of remedial options and responsibilities
will reinforce the proposed measures.

Planned activities

e Select, prepare and agree the remediation targets and priorities for rapid response and
preventive measures.

e Ensure substantial training and international experience exchange on mercury pollution
remediation and rapid response approaches for risk reduction (including international
partnerships for technology and experience transfer).

e Develop and implement a strategy and guidelines to conduct remediation on priority sites
(including the design of a strategy and guidelines for remediation; draft a proposal for
financing and implementation of the remedial measures with demonstration of selected
approaches and the publication and distribution of information materials related to remedial
and preventive measures).
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Expected Outcome
e Reduced risk exposure from mercury contaminated sites through remedial and risk
prevention measures

Expected Outputs
e Report on remediation targets and priorities available at UNEP’s website

e Workshops and training reports on training on mercury remediation available.

e Strategy and guidelines for remediation of highly mercury contaminated areas prepared and
highlights reduction of mercury emissions into the local and global environment and also
reflected in decontamination report.

Component 4: Awareness rising at national and community level and public transparency

Awareness raising is essential in the present situation when the ministries have different priorities
(continuation of mercury mining vs. environmental concerns and phasing out of mercury mining) and
when at the national level links between the Khaidarkan mercury and the global environmental
concerns and negotiations are not well known or understood. In addition, there is little awareness and
inadequate evidence of mercury impacts and pollution in Khaidarkan. When the comprehensive study
and monitoring programme would be completed and launched, the awareness raising would be used to
help guide decision making with the intention of reducing the exposure to pollution in Khaidarkan and
across Kyrgyzstan, including the use of mercury in artisanal gold mining. Whilst this may be a social
method, its final outcome is to help to achieve the overall project goal. Raising awareness on the
international mercury instrument and its inevitable impact on the mine’s future is required to reduce
the policy-makers and local people’s indifference on this issue. Previous project activities show that
transparency, inclusiveness and sharing of information are the key for cooperation between all
stakeholders. Therefore this project component would ensure these important conditions are met. In
this context, the project will cooperate closely with the Extractive Industry Transparency Initiative
(EITD) in Kyrgyzstan, not least for improved public transparency of Khaidarkan's activities. The
awareness raising and campaign to promote alternatives to mercury mining will also target the high
political class. This will allow them to take an informed decision on the fate of the mercury mine.

At the community level, awareness raising would involve public lectures and trainings regarding
mercury and its environmental and health impacts, and individual measures to reduce exposure to
risks. In addition, social assessment of transition to alternatives will help in decision making process.
Community level awareness work will target schoolchildren, teachers, farmers, residents as well as
local medical personnel and mine workers and management. The Osh Aarhus Environmental
Information Centre will be actively engaged in the design and dissemination of information materials.

Planned activities:

e Media coverage (TV and e-news/newspapers) on the selected aspects of local, national and
global mercury issues and briefings on project milestones/achievements.

e Conduct social impact studies to understand better the local perception and acceptance of the
transition options.

e Design and implement a targeted mercury awareness raising campaign and a strategy to
promote employment opportunities to mercury mining for: a) government decision makers; b)
research institutions; c) private sector; d) local residents (farmers, workers, housewives, etc);
and e) journalists)

e Design and produce, including translation to local languages, mercury information Kkits.

Expected Qutcome

e Enhanced governance through awareness raising and stakeholders’ participation on the
transition to mercury mine alternatives

Expected Qutputs

e Media material produced and disseminated
e Report on social impacts of alternatives to mercury mining available
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e Reports of awareness raising workshops and events available
e Communication materials in local language available

Intervention logic and key assumptions

The intervention logic on which the project is founded has two aspects:

e First, given the importance of reducing the supply of primary mined mercury in the overall
international effort to reduce its release into the environment, and given that Khaidarkan is
the only mine to sell primary mercury to the global market, the phasing out of the Kyrgyz
mercury mining and supply would have significant environmental effect.

e Second, the project will target a significant source of mercury exposure to the local community
and the environment, and a potentially large source of mercury release into the global
environment. The proposed GEF project enables the Kyrgyz government to take steps towards
phase out mercury mining in an environmentally and socially responsible manner, reducing
mercury releases into the local and global environment.

Based on these two components, the following key assumptions are made:

e the Kyrgyz government will follow its stated intent, articulated at the Open-Ended Working
Group to prepare for the negotiation of a global legally binding instrument in Bangkok in 2009,
and reiterated at INC-1,2,3 in 2010-2011 (Stockholm, Chiba, Nairobi) and during the high-level
UNEP/UNITAR mission to Kyrgyzstan in June 2011, that it will phase out mercury mining if
the international community provides assistance so that it can be carried out in an
environmentally and socially responsible manner. This assumption also requires the Kyrgyz
government to agree that the international assistance and commitment will be sufficient to
allow for a responsible phase out.

¢ the data and information on the environmental situation in and around Khaidarkan which will
be collected during the project is reliable and accurate, environmental samples are taken by
the experts and analyzed in professional (and verified in independent) labs, so there is little
doubt as to their validity.

e donors collectively contribute to the efforts and needs. Resources are available and are
provided in a timely manner;

e willingness of key development players to engage is demonstrated, such as regional
development banks and agencies, the World Bank, the private investors;

e local ownership and willingness to participate and share information as well as submit
proposals;

e alternative activities/income sources are environmentally and socially sustainable/sound.

Other key assumptions include:
e Measures are taken to ensure no new primary mercury mines are opened globally;
¢ Limited global market for mercury in the future.

Risk analysis and risk management measures

Disregard for the environmental and health impacts of the mercury mine: Since the Khaidarkan
mine is closely related to local people’s livelihood and infrastructure, the phasing out of mercury
industry cannot be done easily. Local people regard the mercury mine positively, as a source of income
for the community and as a traditional activity, environmental and human health impacts from the
mining of mercury are discounted. This project may be seen as a threat to the community and may be
perceived as an attempt to stop their sustained source of income. The focus of the project is thus on
alternative economic activity and with some environmental remediation. A measure to take may be to
continue the inclusive transparent dialogue,. On top of all, difficult economic and social situation in the
Kyrgyz Republic, especially in the Batken Province where the Khaidarkan plant is located, may delay
some of the project activities (Medium Risk).
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Political instability and shifting priorities: The uncertainties in Kyrgyzstan's political situation in
2010-2011 and continuous reforms in the Kyrgyz government have led to an uncertainty in the level of
the commitment towards mercury mining phase out which may be perceived as a lack of political
commitment. A possible risk management measure for this political instability and shifting of priorities
will be to highlight the economic and social costs of mercury mining and the viability of suitable
alternatives in order to secure widespread and long-term commitment of the Kyrgyz Government to
the aims of the project (Medium Risk).

State investments or privatization of the mercury mine: If the state-owned Khaidarkan facilities
become privatized during project execution (and if world mercury prices continue to grow), the
activities carried out may need to be adapted and re-focused, with the uncertainty that the initial
commitment of key stakeholders would not be secured and that the awareness raising campaign would
need to be re-started to convince the new mine owners. A risk management measure in this case will
be for the international community to convince the Kyrgyz government not to continue to pursue
privatization and to dissuade potential investors in mercury production by highlighting the lack of a
sustainable business model as a result of strict limitations on mercury use as a result of the
international treaty (Medium Risk).

Lack of local capacity: Local involvement is necessary for sustainability of the project. However, the
low level of awareness and management abilities may hinder the project process. Capacity building
activities will help the local residents and officials to understand the environmental and health risks of
mercury. Proposed GEF intervention could align with as well as complement ongoing activities within
UNDP identification for alternative employment opportunities programme, and enable the broader
engagement of community members (Medium Risk).

Political instability and shifting priorities: The uncertainties in Kyrgyzstan's political situation in
2010-2011 and continuous reforms in the Kyrgyz government has lead to an uncertainty in the level of
the commitment towards mercury mining phase out which may be perceived as a lack of political
commitment A possible risk management measure for this political instability and shifting of priorities
would be to ensure that the Kyrgyz Government signs an agreement which will have power for
successive governments/decision-makers and that will ensure that the project will not be affected
when there is a change in decision-making structure that will pursue the identification and
implementation of alternative employment opportunities (Medium Risk).

State investments or privatization of the mercury mine: If the state-owned Khaidarkan facilities
become privatized during the project execution (and if world mercury prices continue to grow), the
activities carried out may need to be adapted and re-started, with the uncertainty that the initial
commitment of key stakeholders would not be secured and that the awareness raising campaign would
need to be re-started to convince the new mine owners. A risk management measure in this case would
be for the international community to convince the Kyrgyz government to not continue with the
production of primary mercury in the conditions of private ownership and that any potential investor
is aware of the project’s activities and assessments (Medium Risk).

Lack of local capacity: Local involvement is necessary for sustainability of the project. However, the
low level of awareness and management abilities may hinder the project process. Capacity building
activities will help the local residents and officials to understand the environmental and health risks of
mercury. Proposed GEF intervention could align with as well as complement ongoing activities within
UNDP identification of alternative employment opportunities programme, and enable the broader
engagement of community members (Medium Risk).
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Table 1: Summary of risk analysis and mitigation measures

Risk

Mitigation Measures

Disregard for the environ-
mental and health impacts
of the mercury mine

Medium risk

A transparent dialogue will continue with local people and the government as
well as key stakeholders. The development of local economic alternatives
which will provide a reasonable income to the population and that is more
environmentally friendly, to be identified through the project will provide
good ground to understand the local situation and to compare which option
(mercury vs non-mercury) is more sustainable.

Another factor to consider is the fact that global efforts on mercury reduction
are taking place and it is likely that demand for mercury will decrease over
the years, therefore adopting a sustainable alternative to mercury mining
seems a suitable option while the international community is attentive to the
progress made in Khaidarkan and are ready to assist.

Political instability and
shifting priorities

Medium Risk

The project will encourage the institutionalization of the National
Coordinating Committee, so the process to be initiated with key stakeholders
would not be stopped even if there is a change of government.

State investments or priva-
tization of the mercury
mine

Medium Risk

The Kyrgyz government would have to offset the benefits/drawbacks of
privatisation and those of the economic alternatives presented in the project.

Another factor to take into account is the pressure from the international
community to stop mercury mining.

Lack of local capacity

Medium risk

Proposed GEF intervention will complement national efforts with training and
capacity built at the local level. The diversification of job opportunities
presented during the project and the training and support to implement
economically viable alternative jobs will reduce the risk of project failure.

3.6. Consistency with national priorities or plans

126. The project is consistent with several national priorities and actions plans:

e National Environmental Action Plan (NEAP): Kyrgyzstan's 1995 and 1998 NEAPs mention
the Khaidarkan mine as a hotspot that needs to be addressed.

e Kyrgyzstan Action Plan on Primary Mercury Mining (2009): This plan has temporarily been
suspended by the interim government decision in December 20105 and could be revised
depending on how the political situation plays out. The State Agency on Environment and
Forestry intends to revise and re-submit an Action Plan for approval in 2012.

e National Environmental Health Action Plan (NEHAP 1999): This plan mentions the fact that
mercury contamination is an issue in Kyrgyzstan and it needs to be addressed urgently.

e Strategic Approach to International Chemicals Management (SAICM): currently works to
update the national chemicals management profile of Kyrgyzstan and integrate sound
management of chemicals considerations into national development plans and processes

e Country Development Strategy: This strategy favours development of infrastructure,
hydropower and mining projects (the strategy is being revised by the government).

15 After a major political change in April 2010, many decisions of the President Bakiev's government cabinet, including an Action Plan on
Primary Mercury Mining (endorsed in October 2009) were suspended or reversed.
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Incremental cost reasoning

Without the GEF support, the Kyrgyz government along with the international partners would not be
able to make the necessary steps forward to phase out the supply of primary mercury from the
Khaidarkan mine to the global market and to reduce mercury pollution meaning that the
environmental (local, national and global) and health impacts caused by mercury will continue
unabated. Without the necessary GEF funding, it will difficult to promote alternative development,
design the public-private partnership framework and engage effectively with private partners for
investment to alternatives. Moreover, without the GEF support, the work on preparation for remedial
measures and risk reduction would be constrained and the scope of awareness raising of mercury
issues limited.

Economically speaking, if comprehensive actions are not taken to phase out primary mercury mining,
the subsequent costs of the impacts of the continued mercury mining in Khaidarkan would be far
greater. If the mine continues business as usual or decides to increase its production to levels seen
some years ago, an estimated US$ 6 million would need to be invested for maintenance and
development. High costs would be incurred as a result of the unabated mercury pollution (growing
health and remediation costs, losses in agriculture due to mercury contamination) as well as global
costs (costs related to mercury pollution of sensitive ecosystems, downstream pollution). Whilst the
investment that is needed to maintain or increase mercury production could be sourced either from
the state or private channels, the costs associated with the mercury pollution would most likely have to
be covered by the community and the Kyrgyz government (especially in the case of emergency).
Furthermore, even though mercury prices have risen recently (linked to gold prices), in the longer
term, mercury production and use is likely to decline with the onset of the global mercury instrument..
On the other hand, if there was a mercury phase out and a parallel launch of economic alternatives
with help of GEF and other donors and investors, could not only increase economic performance of the
region but also reduce environmental pressures from booming mining activities and mercury
pollution.

The proposed GEF project’s main focus will be on the promotion of alternative investments (1) and
priority environmental actions (3) that have direct local and global environmental significance. Area
(2) above is covered by UNDP-administrated programme on creating alternative job opportunities in
Khaidarkhan, and is complimentary to the GEF intervention. UNDP has been involved in the
identification of alternatives to mercury mining and the final report on the activities from 2007-2011
will be ready in the next weeks. However the work performed by UNDP has been mainly focused on the
identification of local alternatives such as small business and small scale development opportunities in
Khaidarkan. The level of investment required to implement the identified alternatives has not been
assessed yet and it is expected that. Among other things, the GEF funding will assist to further support
the UNDP programme and to further assess the identified local alternatives and the level of investment
required. Aside from the UNDP local alternatives and small scale development, the project will further
assess and identify bigger alternative investment opportunities to mercury mining, which will have the
potential to create a bigger number of employment opportunities (e.g. mining activities, tourism. etc).

Phase I of the Kyrgyz mercury project partnership led by UNEP and sponsored by Switzerland, Norway
and the U.S. Governments included a range of activities that contributed to the establishment of a
preliminary baseline (technical conditions, socio-economic and environmental situation) and prepared
the ground for further actions (small grants programme, action plan, local partners) for a GEF
intervention and other projects during the subsequent phase. Via its intervention, the GEF will
contribute to the reinforcement of this baseline information and the improvement of the situation
within the Khaidarkan area economically, environmentally and socially. The main improvements that
the GEF grant would bring would be:

1) consolidation of the preliminary baseline by upgrading the analysis of the socio-economic
and environmentally sound alternatives to mercury mining and the strengthening of the
monitoring of health and environmental impacts of mercury mining and pollution

2) increased economic resiliency and diversity via a comprehensive assessment of mining
alternatives to mercury mining with the potential of new investment into selected proposed
options between US$ 2-3 million (minimum) and US$ 30-60 million (max) within 3-8 year
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timeframe, although this would depend on the economic and political climate in the country
and the success of public-private partnershipi6

3) increased engagement of local community in alternative employment activities through a
diversification of job opportunities and suitable alternatives

4) improved capacity for remedial measures, rapid response measures for environment and
health risk reduction, and mercury monitoring programme. Moreover, a comprehensive
study supported by the GEF would gather precise figures needed for targeted remediation
and support decision making.

131. In relation to co-financing, several donors have expressed interest in providing support. Norway and
other donors and project partners have confirmed co-financing for the GEF grant in excess of US$1.5
million, while private investors / mining operators can potentially inject even more resources into the
current project or follow-up activities. Indeed, the GEF through promoting investment into alternatives
could create appropriate conditions for investors to participate in the endeavour. Also GEF
involvement as a highly renowned institution would provide additional stimulus for investors to get in.
It is important to highlight that the co-finance funds will be mostly used to provide international
expertise and services to assist with the execution of project activities (e.g. hiring international
consultants, conduct mercury analysis in expert laboratories, etc.) GEF funding will be mainly used to
execute activities at the national level.

3.8. Sustainability

132. Since 2007/2008, the Kyrgyz government has cooperated with UNEP, UNITAR, and other partners to
address the complex economic and environmental challenges of primary mercury mining at
Khaidarkan. Future sustainability of the joint efforts could be achieved in several ways:

e Employment in alternative economic activities: Currently, the mercury mine employs more
than 500 people out of the 11,000 population, and is by far the most important employer of
the community. The ongoing local economic diversification programmes and proposed
alternative development options (mining of non-metallic minerals and gold mining and
processing) allow for further job creation, resilient local economy and better performance.

e Preparation for remediation: transition to the proposed gold mining and processing will be
accompanied by the necessary improvements in existing environmental infrastructure, which
will eventually contribute to remediation and risk reduction goals. Moreover, additional funds
could be provided by the government and donors for remediation when the primary mercury
mining stops.

e Declaration from the Kyrgyz Government to phase out primary mercury mining and
supply: This will demonstrate the Kyrgyz Government's commitment towards mercury mining
phase out and would encourage donors to continue support for economic transition and
mercury risk reduction. This commitment should also make provisions for ensuring that
workers that have been employed at the mercury plant are provided with decent jobs and that
environmental and health risks for local residents and workers are addressed.

3.9. Replication

133. The proposed GEF activities/interventions for this project can be replicated in other situations where
mercury production is being continued or recently abandoned and has environmental and social
impacts locally or internationally. In particular, the proposed remedial and risk reduction measures,
monitoring and awareness raising programmes can be applied in situations where closure is imminent
or at abandoned sites, including two abandoned mercury production sites in Kyrgyzstan.

3.10. Public awareness, communications and mainstreaming strategy

134. For this aspect of a GEF intervention the project envisages the following activities:

18 Source:UNEP (2009): Kahidarkan Mercury : Addressing primary mercury mining in Kyrgyzstan. Refers to the estimated cost of
developing gold mining in the region.
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e Mainstreaming of the replacement of primary mercury mining by alternative options in
sectoral and country development programmes as appropriate;

e Cooperation with Extractive Industry Transparency Initiative in Kyrgyzstan and professional
mining associations and NGOs on the issues related to mercury mining;

e Engagement of mass media and local journalists into public informing and awareness raising
activities and reporting on the GEF project milestones;

e Cooperation with NGOs (Osh Aarhus Centre, other local and international) and IGOs (UNDP,
UNITAR) in dissemination of the project information, results and UNEP-published mercury
materials

e Towards the end of the project, the results and achievements will be publicized

Environmental and social safeguards

Under the environmental safeguards, the project will follow internationally agreed standards in
sampling and analysis of contaminated soil and will prepare a sound plan to prevent accidents that
may put at risk communities nearby. The project will also measure the levels of mercury in waters and
land and will identify areas where mercury contamination is high and where decontamination actions
need to be considered.

Concerning the social safeguards, vulnerable groups will be encouraged to participate in the project
and special attention will be given to poor communities being at risk from mercury mining or living in
proximity of the mercuy mine smelter. Another the key activity will be to identify employment
opportunities for the community(ies) with the ultimate goal to stop the dependency on the mine
operations, with the inherent risk that it represents. Closing the mine may represent the loss of 800
employments. This project will ensure that at least an equal number of employment opportunities will
be identified and that the plans and strategy to be adopted by the government will ensure an income to
the people potentially affected. Additionally, media coverage will ensure that the population know
about the risk posed by mercury, the environmental and social consequences of continuing operating
the mercury mine and/or closing the mine. Dissemination of the information is particularly important
to alert the population on the simple measures to avoid mercury contamination and to understand the
importance of taking a sound decision that will preserve the income of the population and preserve the
environment.

Concerning the project activities, the project team and partners will use electronic means of
communications as much as possible and will pay much attention to activities that may considerable
increase the release of (e.g. travelling by plane).

The following activities that will need to be carried out during the project cycle in relation to
environmental and social safeguards would be:

e Implement management approaches, such as results-based management, which embeds
sustainability considerations;

e Implement a policy for conducting regular assessments of environmental and social aspects of
project activities where needed;

e Establish a framework that allows project information access, review and transparency;
e Develop sustainable practices of the intended project activities;

e Pursue steps that avoid unnecessary trade-offs or harm to people and the environment;
e Strengthen control of mercury emissions ;

e Establish a monitoring system on environmental impacts to identify practical measures for
reducing harmful effects on the health of people living in surrounding areas;

e Consider gender issues in decision-making and project implementation;

e Ensure that all aspects of the project consider climate neutrality and impact on the
environment.
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SECTION 4: INSTITUTIONAL FRAMEWORK AND IMPLEMENTATION ARRANGEMENTS
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The figure below shows the institutional framework and project implementation arrangements:

UNEP will be the GEF implementing agency in this project. It is mandated by its Governing Council to
work to protect human health and the environment from exposure to mercury by:

e convening an intergovernmental negotiating committee to prepare a global legally binding
instrument on mercury; and

e continuing and enhancing international action, including through the Global Mercury
Partnership.

Since 2007, UNEP has convened an advisory group comprising of the Kyrgyz Republic, donor
governments, international partners (UNITAR, UNDP, Zoi Environment Network), and experts to work
towards the phasing out of primary mercury mining. As the implementing agency, UNEP will manage
the project by providing substantive input and financial coordination within the larger Kyrgyz mercury
project partnership. UNEP will collaborate closely with its partners (see below) to convene
stakeholders, coordinate with international players and supervise the project activities.

The State Agency for Environmental Protection and Forestry will be the GEF executing agency in this
project and will facilitate national coordination and project implementation. It will organize
independent audits in order to guarantee the proper use of GEF funds allocated at the national level.
Financial transactions, audits and reports will be carried out in accordance with national regulations
and UNEP procedures. It will also provide regular progress and financial reports to UNEP. According to
its core competence, the State Agency for Environmental Protection (in cooperation with other
competent institutions, such as the State Inspection on environmental and technical safety) will
supervise remedial measures planning and environment and health risk reduction measures and
information dissemination to ensure that national requirements are met.

The Centre on Ecological Safety within the Agency will be a supporting executing partner for remedial
planning and risk reduction measures.

The Osh Aarhus Environmental Centre located close to Khaidarkan will be a supporting executing
partner for environmental and health studies and awareness raising.

Considering the complex nature of the GEF project components and the mandates/competencies of
relevant national ministries and agencies in the Kyrgyz Republic, the Ministry of Natural Resources and
the Ministry of State Property (or their successors in the case of future governmental changes) will
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supervise activities related to the economic transition of Khaidarkan. For enabling direct links to the
private sector, the Kyrgyz Mining Association will be a supporting executing partner for this task.

At the international level, A Project Steering Committee (PSC) will be created and it will meet at the
beginning, mid-term and at the end of the project. This committee will be formed by donors, executing
and implementation organisms (UNEP, State Agency of Environmental Protection, State Agency of
Geology, Ministry of Economy, donors, Zoi Environment Network) and other GEF implementation
organisms. This committee will evaluate the progress of the project and will take the necessary
measures to guarantee the fulfilment of the goals and objectives. It will meet twice during the project
execution, at the beginning and at the end of the project.

At the National level, a Project Team (PT) will be established within the executing agency; this team
will be in charge of the execution and management of the project and it will report to UNEP and to the
Project Steering Committee; also, it will be composed by the Project Coordinator, Technical Assistant
and Management Assistant. The State Agency of Environmental Protection, the executing agency, will
be supported by the Osh Aarhus Environmental Information Centre. The Management Assistant will be
located in Osh, a second largest city of Kyrgyzstan, in proximity to Khaidarkan. The Osh Aarhus
Environmental Information Centre agrees to host the position. The location of the Management
Assistant will allow discussing any pressing issues that may arise during project execution.

The activities under the project will be facilitated by internal project communication with national and
local counterparts regarding the implementation of activities both at the national and local levels. The
Ministry of Natural Resources will cooperate closely with the State Agency of Environmental
Protection ensuring coordination at the national level. UNEP will actively communicate with project
partners on the progress of the project.

The National Coordinating Committee (NCC) will be in charge of decision making throughout the
project. The ministries, the representatives of mining industries and professional associations, science
and the corresponding NGOs will be part of this committee. NCC will decide on the frequency of the
meetings and their operating procedures. Regular meetings will be carried out throughout the
implementation, and additional meetings may be set if necessary. NSC will supervise the tasks of the
Coordinator of the Project and of the implementation team. Likewise, this committee will review,
comment on and approve the work plan. Every decision made by the Committee, such as the
corresponding liabilities, schedules and budget, will be duly reported to whom it may concern.
Members of the NCC will facilitate the implementation of project activities within their corresponding
organizations, they will guarantee that cooperation activities are timely executed and they will
promote integration

Throughout the project, Zoi Environment Network will be engaging with the Kyrgyz Mining
Association, a professional organization that represents the mining sector of Kyrgyzstan. This
association is self-governing, independent and is not linked to any political party. Their mission is to
provide broad technical and legal expertise to develop and promote the mining sector in the Kyrgyz
Republic. The Kyrgyz Mining Association was actively engaged in Phase I and it has also since officially
joined UNEP's Mercury Partnership. Together with the other project partners, the Kyrgyz Mining
Association, during Phase I1, will participate in the project ensuring direct links with the private mining
sector and maximize conditions for investment into alternative economic development of Khaidarkan.

UNITAR in the previous Phase I has facilitated socio-economic assessment, an action plan to address
primary mercury mining in the Kyrgyz Republic and trainings. Currently UNITAR implements SAICM
project in Kyrgyzstan and will establish necessary synergies.
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SECTION 5: STAKEHOLDER PARTICIPATION
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There is a broad potential for project stakeholders to contribute in the two thematic work areas:
e promotion of economic alternatives, and

e reduction of most immediate threats posed by the mine to the environment and the local
community.

In both thematic areas, sharing of expertise, experience and provision of co-financing for project
objectives and activities will improve the project impact and strengthen its sustainability. Within the
private sector, a number of mining and geo-exploration companies have preliminarily expressed their
interest in the Khaidarkan facilities and workforce.

In terms of the reduction of most immediate threats posed by the mine to the environment and the
local community, there is opportunity to draw on the experiences and lessons learned from other
mercury sites closure and remediation projects, particularly in Spain and Kazakhstan as well as
experience in Kyrgyzstan at the Mayluu-Suu uranium tailings. To assist with this, the engagement of
the University of Castilla La-Mancha and AUPET that work closely on these themes, would facilitate a
transfer of experiences highly useful for the project.

At national level, important stakeholders are the Ministry of Natural Resources, the Ministry of State
Property, the Ministry of Economic Development and other recipients of project information and
results and would be involved with the promotion of economic alternatives.

The GEF project activities will be aligned with the ongoing UNDP-administrated “creating alternative
job opportunities in Khaidarkhan” programme in Khaidarkan which has a strong position for small
business promotion at the local level. Although non GEF funded, this programme is consistent and
supportive of the project activities. UNDP is leading thematic area on the promotion of local alternative
employment and engages with local authorities to address the infrastructural challenges.

The donor governments (Norway, Switzerland and the U.S.) have played a key role in initial project
steps through their funding contributions and involvement of experts. Their interest as development
partners is to assist and support the Kyrgyz Republic to phase out the mercury supply and replace the
mercury mining activities with sustainable economic alternatives in the area. These governments have
indicated a continued interest in providing development assistance as the project moves forward and
milestones of mercury mine transition are met.

The local communities in and around the Khaidarkan area would be direct beneficiaries of the project
as they will benefit from not only increased employment resulting from the promotion of economic
alternatives but also reduced exposure to environmental and health risks. Both of these elements will
indeed improve the quality of their every day lives. Local NGOs working in the area would be able to
further engage the communities into this project process.
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SECTION 6: MONITORING AND EVALUATION PLAN (M&E)
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The project will follow UNEP standard monitoring, reporting and evaluation processes and procedures.
Substantive and financial project reporting requirements are summarized in Appendix 8. Reporting
requirements and templates are an integral part of the UNEP legal instrument to be signed by the
executing agency and UNEP.

The project M&E plan is consistent with the GEF Monitoring and Evaluation policy. The Project Results
Framework presented in Appendix 4 includes SMART indicators for each expected outcome as well as
mid-term and end-of-project targets. These indicators along with the key deliverables and benchmarks
included in Appendix 6 will be the main tools for assessing project implementation progress and
whether project results are being achieved. The means of verification and the costs associated with
obtaining the information to track the indicators are summarized in Appendix 15. Other M&E related
costs are also presented in the Costed M&E Plan and are fully integrated in the overall project budget.

The M&E plan will be reviewed and revised as necessary during the project inception workshop to
ensure project stakeholders understand their roles and responsibilities vis-a-vis project monitoring
and evaluation. Indicators and their means of verification may also be fine-tuned at the inception
workshop. Day-to-day project monitoring is the responsibility of the project management team but
other project partners will have responsibilities to collect specific information to track the indicators. It
is the responsibility of the Project Manager to inform UNEP of any delays or difficulties faced during
implementation so that the appropriate support or corrective measures can be adopted in a timely
fashion.

The project Steering Committee will receive periodic reports on progress and will make
recommendations to UNEP concerning the need to revise any aspects of the Results Framework or the
M&E plan. Project oversight to ensure that the project meets UNEP and GEF policies and procedures is
the responsibility to the Task Manager in UNEP-GEF. The Task Manager will also review the quality of
draft project outputs, provide feedback to the project partners, and establish peer review procedures
to ensure adequate quality of scientific and technical outputs and publications.

At the time of project approval 50% percent of baseline data is available. Baseline data gaps will be
addressed during the first year of project implementation. A plan for collecting the necessary baseline
data is presented in Appendix 4 and 5. The main aspects for which additional information are needed
are:

e identification and in depth socio-economic assessment of sound alternatives to mercury
mining;

¢ upgrading and reinforcement of monitoring mercury in health and environment;

¢ upgrading and reinforcement of environmental and health impacts of mercury mining.;

Project supervision will take an adaptive management approach. The Task Manager will develop a
project supervision plan at the inception of the project which will be communicated to the project
partners during the inception workshop. The emphasis of the Task Manager supervision will be on
outcome monitoring but without neglecting project financial management and implementation
monitoring. Progress vis-a-vis delivering the agreed project global environmental benefits will be
assessed with the Steering Committee at agreed intervals. Project risks and assumptions will be
regularly monitored both by project partners and UNEP. Risk assessment and rating is an integral part
of the Project Implementation Review (PIR). The quality of project monitoring and evaluation will also
be reviewed and rated as part of the PIR. Key financial parameters will be monitored quarterly to
ensure cost-effective use of financial resources.

A mid-term management review or evaluation will take place after 12 months of project execution as
indicated in the project milestones. The review will include all parameters recommended by the GEF
Evaluation Office for terminal evaluations and will verify information gathered through the GEF
tracking tools, as relevant. The review will be carried out using a participatory approach whereby
parties that may benefit or be affected by the project will be consulted. Such parties were identified
during the stakeholder analysis (see section 2.5 of the project document). The project Steering
Committee will participate in the mid-term review and develop a management response to the
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evaluation recommendations along with an implementation plan. It is the responsibility of the UNEP
Task Manager to monitor whether the agreed recommendations are being implemented.

164. An independent terminal evaluation will take place at the end of project implementation. The
Evaluation and Oversight Unit (EOU) of UNEP will manage the terminal evaluation process. A review of
the quality of the evaluation report will be done by EOU and submitted along with the report to the
GEF Evaluation Office not later than 6 months after the completion of the evaluation. The standard
terms of reference for the terminal evaluation are included in Appendix 9. These will be adjusted to the
special needs of the project.

165. The GEF tracking tools are attached as Appendix 15. These will be updated at mid-term and at the end
of the project and will be made available to the GEF Secretariat along with the project PIR report. As
mentioned above the mid-term and terminal evaluation will verify the information of the tracking tool.
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The following table shows the overall budget (GEF and co-finance) by activity. Reconciliation between
GEF activities budget and UNEP budget by expenditure code, total GEF and co-finance and GEF finance

only, please see Appendix 1 and Appendix 2.

Table 1: Project budget by project component

Project Components

GEF

Co-
finance

TOTAL

1. Identification and implementation of local economic
opportunities, not reliant on mercury mining

250,000

1,123,000

1,373,000

1.1 Develop socio-economic analysis, environmental impact
assessment and roadmap for the implementation of other mining
alternatives to mercury mining.

45,000

215,000

260,000

1.2 Identify priority alternatives for non-mercury mining
economic activities in the Khaidarkan area.

45,000

120,000

165,000

1.3 Continue supporting the UNDP programme fostering
alternative job opportunities in Khaidarkan not reliant on mining,
base on lesson learned from previous phases of the project
identified in the project evaluation.

120,000

578,000

698,000

1.4 Update national plans and strategies for alternative
employment which will include socio economic analysis for
mining and non-mining alternatives

50,000

210,000

250,000

2. Assessment and monitoring of environment and health
impacts from primary mining and pollution

155,000

495,500

650,500

2.1 Identify and reinforce existing capacities (including training
and exchange of experiences) of laboratories in Kyrgyztan able to
analyze human and environmental samples.

65,000

190,000

255,000

2.2 Conduct a comprehensive study of environmental and health
impacts of mercury mining in the area, involving local and
international scientists, local health authorities and experts and
independent (verification) sampling.

50,000

262,500

312,500

2.3 Install a mobile, low cost and easy-to-use monitoring system
for mercury related accidents and emissions within the existing
competent organizations and train local specialists in its use.

40,000

43,000

83,000

3. Explore and prepare remedial and risk prevention
measures for mercury contaminated sites

258,000

640,500

898,500

3.1 Select, prepare and agree on the remediation targets and
priorities for rapid response and preventive measures.

20,000

86,500

106,500

3.2 Ensure substantial training and international experience
exchange on mercury pollution remediation and rapid response
approaches for risk reduction (including international

partnerships for technology and experience transfer).

74,000

213,500

283,500
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3.3 Develop and implement a strategy and guidelines to conduct
remediation on priority sites (including the design of a strategy
and guidelines for remediation; draft a proposal for financing and
implementation of the remedial measures with demonstration of 164,000 340,500 504,500
selected approaches and the publication and distribution of
information materials related to remedial and preventive
measures).

4. Awareness rising at national and community level and 120.000 475.000 595 000
public transparency ’ ) )

4.1 Media coverage (TV and e-news/newspapers) on the selected
aspects of local, national and global mercury issues and briefings 15,000 10,000 25,000
on project milestones /achievements.

4.2 Conduct social impact studies to understand better the local 20.000 65.000 85.000
perception and acceptance of the transition options. ’ ’ ’

4.3 Design and implement a targeted mercury awareness raising
campaign and a strategy to promote employment opportunities to
mercury mining for: a) government; b) research institutions; c) 55,000 257,500 312,500
private sector; d) local residents (farmers, workers, housewives,
etc); and e) journalists)

4.4 Design and produce, including translation to local languages, 30,000 142,500 175,500
mercury information Kkits.

Project Management and Supervision 80,000 189,000 269,000
Monitoring and Evaluation 81,000 84,000 165,000
TOTAL 944,000 | 3,007,000 | 3,951,000

Project co-financing

The co-financing committed for the project includes signed pledges from national partners as well as
from global partners. A summary of the secured co-financing for the project, please see Appendix 10.
The co-financing commitment letters from project partner see Appendix11. UNDP supports the project
and has provided a co-financing letter for approximately 258,000 USD. A support letter is attached. The
Swiss Federal Office for the Environment has provided a co-finance of 600,000 CHF through UNITAR to
the project. UNEP has assigned resources to support this project for a total of 344,000 USD, as
indicated in Appendix 2.

Project cost-effectiveness

The guidelines for mercury remediation and air mercury concentration monitoring developed by the
project, experience from demonstration of risk reduction measures, and other tangible results will be
shared with interested national stakeholders and countries to the extent possible. Moreover, future
investments into alternative development of Khaidarkan will multiply GEF funding and co-financing.
This project will be cost effective by:

¢ Enhancing an effective communication through the establishment of the steering committee,
professional project team and using the existing capacities (including labs, local experts, etc);

e Encouraging innovation in public-private partnership (e.g. Gold and other minerals mining)
and investment promotion;

¢ Considering experience and lessons learnt from similar projects in Spain and Kazakhstan;
e Demonstration of low-cost and locally specific mercury risk reduction and remedial measures;
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e Developing strategies/approaches for remediation of mercury-contaminated areas that can be
used in abandoned mercury mines of Kyrgyzstan or other countries.

This project will coordinate closely with other project interventions on mercury coordinated by UNEP
and make the appropriate linkages with SAICM activities on sound chemicals management.

All GEF proposed interventions in GEF V, whether POPs, mercury, sound chemicals management or
Ozone, are complementary to UNEP’s Subprogramme 5 (Harmful Substances and Hazardous Waste).
Expected Accomplishment 3 of the sub-programme seeks to put in place appropriate policy and control
systems for harmful substances of global concern; mercury is a target substance in this regard.
Programme of Work Output 531 is to develop an international framework for action to minimize the
availability, accessibility and use of mercury. UNEP delivers this output through its Global Mercury
Programme (Project 53-P1) that (i) supports the international negotiations on a global, legally-binding
instrument on mercury; and (ii) promotes the take up of immediate actions through the Global
Mercury Partnership. These activities have been specifically mandated by Governing Council decision.
The project proposed here is complementary to and extends work under the Supply and Storage
partnership area of the Global Mercury Partnership that, as a result, represents important cofinancing
to this initiative. The Khaidarkan mercury mine is the last commercial mine producing primary
mercury for export to world markets; therefore addressing mercury supply from this source is
considered as having the potential to deliver significant global impact.

UNEP has Chemicals and POPs related staff capacity in the Regional Office for Asia Pacific (ROAP),
based in Bangkok, Thailand. ROAP will assist UNEP DTIE to identify further opportunities for
cooperation with ongoing and planned activities in the region. Experts from the UNEP DTIE and ROAP
offices will provide substantial input throughout the duration of this project.
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RECONCILIATION BETWEEN GEF ACTIVITY BASED BUDGET AND UNEP BUDGET BY EXPENDITURE CODE (GEF FINANCE ONLY)

Reducing global and local environmental risks from primary mercury mining in Khaidarkan, the Kyrgyz Republic

Executing Agency: State Agency for Environmental Protection and Forestry (SAEFP)
Spurce of funding (noting whether cash or in- GEF Trust Fund Cash
kind):
BUDGET ALLOCATION BY PROJECT COMPONENT/ACTIVITY* ALLOCATION BY CALENDAR YEAR**
Complonent Compzonent Comp30nent Comp40nent PM M&E Total Year 1 Year 2 Year 3 Total
UNEP BUDGET LINE/OBJECT OF EXPENDITURE Us$ Us$ Us$ Us$ Us$ Us$ Us$ Uss$ Us$ Us$ Us$
10 PROJECT PERSONNEL COMPONENT
1100 Project Personnel
1101 Project coordinator (KYR) 50'000 50000 16'667 16'667 16'667 50'000
1199 Sub-Total 0 0 0 0 50'000 0 50'000 16’667 16'667 16’667 50000
1200 Consultants w/m
1201 National Consultants 95'000 40'000 45'000 180'000 31'667 94'167 54'167 180'000
1202 International Consultants 20'000 5'000 10'000 35'000 15'000 10'000 10'000 35'000
1299 Sub-Total 115000 45'000 0 55'000 0 0 215'000 46'667 104'167 64'167 215'000
1600 Travel on official business (above
staff)
Travel Project ' ) ) : ' . ' '
1601 coordinator/project staff (KYR) 20'000 10'000 5'000 35'000 18'333 13'333 3'333 35'000
1699 Sub-Total 0 0 20000 10'000 5'000 0 35000 18'333 13'333 3'333 35'000
1999 Component Total 115'000 45'000 20'000 65'000 55'000 0 300'000 81'667 134'167 84'167 300'000
20 SUB-CONTRACT COMPONENT
2100 Sub-contracts (UN organizations)
2101 UNDPprogramme fostering 120'000 120000 40'000 40'000 40'000 120000
alternative jobs (act. 2.3)
2102 Reinforce analytical capacities 65'000 65'000 65'000 65'000
Remediation activities -- mercury . . . . .
2103 contaminated sites (Act. 4.1-4.3) 210'000 210'000 105'000 105'000 210'000
2199 Sub-Total 120°000 65'000 210000 0 0 0 395000 40'000 210'000 145'000 395000
2999 Component Total 120'000 65'000 210'000 0 0 0 395'000 40'000 210000 145'000 395'000
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30 TRAINING COMPONENT

3200 Group training (field trips, WS,

3201 Training on mercury issues (6.3) 45'000 45'000 15’000 15’000 15’000 45'000
3299 Sub-Total 0 0 0 45'000 0 /] 45'000 15000 15000 15000 45'000
3300 Meetings/conferences
3301 National Coordination meetings 0
3302 Steering group mtgs (3) 0 0
3399 Sub-Total 0 /] 0 0 0 0 0 0 0 0
3999 Component Total 0 0 0 45'000 0 0 45'000 15’000 15’000 15’000 45'000
40 EQUIPMENT COMPONENT
4100 Expendable equipment
4101 Operating costs 5'000 14'000 10'000 29'000 13'000 8'000 8'000 29'000
4199 Sub-Total 5'000 0 14'000 0 10'000 0 29'000 13'000 8'000 8'000 29'000
4200 Non-expendable equipment
4201 Con.lputer, fax, photocopier, 10'000 10'000 3'333 3'333 3'333 10'000
4202 Equipment for mercury accidents 40'000 40'000 20'000 20'000 40'000
4299 Sub-Total 0 40’000 0 0 10'000 0 50'000 3'333 23'333 23'333 50'000
5999 Component Total 5'000 40'000 14'000 0 20'000 0 79'000 16'333 31'333 31'333 79'000
50 MISCELLANEOUS COMPONENT

5200 Reporting costs (publications,

maps, NL)
5201 Translation and interpretation 10'000 5'000 14'000 10'000 5'000 44'000 11'333 13’833 13’833 44'000
5299 Sub-Total 10'000 5'000 14'000 10'000 5'000 0 44'000 11’333 13833 18833 44'000
5500 Evaluation
5501 Mid-term and final evaluation 60'000 60'000 60'000 60'000
5502 Financial audit (3) 21'000 21'000 21'000 21'000
5599 Sub-Total 0 0 0 0 0 81'000 81'000 0 0 81'000 81'000
5999 Component Total 10'000 5'000 14'000 10'000 5'000 81'000 125'000 11’333 13’833 99’833 125'000
TOTAL 250'000 155'000 258'000 120'000 80'000 81'000 944’000 164’333 404’333 375’333 944'000

control sum from left 250'000 155'000 258'000 120'000 80'000 81'000 944’000 164’333 404’333 375’333 944'000

Output 1: to add 1101 and 1601 = 55,000 $

To project management is added: Steering group mtgs
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Project Components and
Activities

GEF
Funding

Co-
financing
(in-kind)

Co-
financing

Co-
financing
(in-kind)

Co-
financing
(in-kind)

Co-
financing
(in-kind)

Co-
financing
(in-kind)

Co-
financing
(in-kind)

Co-
financing
(cash)

Co-
financing
(cash)

Co-
financing
(cash)

Co- Co-
financing financing
(in-kind) (in-kind)

State
Agency for
Environ-
mental
Protection
Executing
Agency

UNEP
Implement
ing Agency

Kyrgyz
mining
association

Kyrgyz Osh
Aarhus
Environme
ntal
Information
Centre

Zoi
Environme
nt Network
Switzerland

University
Castilla La-
Mancha
Spain

Almaty
University
of Power
Engineering
Kazakhstan

US.EPA

Swiss FOEN

Norway
MFA

TOTAL

UNITAR UNDP

Component 1: Identification and implementation of local economic opportunities, not reliant on mercury mining

Activities

1.1 Develop socio-economic analysis,
environmental impact assessment and
roadmap for the implementation of
other mining alternatives to mercury
mining

45'000

110'000

30'000

5'000

50'000

5'000

15'000

260'000

1.2 Identify priority alternatives for
non-mercury mining economic
activities in the Khaidarkan area.

45'000

15'000

10'000

50'000

10'000

30'000

5'000 165'000

1.3 Continue supporting the UNDP
programme fostering alternative job
opportunities in Khaidarkan not
reliant on mining, base on lesson
learned from previous phases of the
project identified in the project
evaluation.

120'000

35'000

5'000

50'000

230'000

258'000 698'000

1.4 Update national plans and
strategies for alternative employment
which will include socio-economic
analysis for mining and non-mining
alternatives

40'000

5'000

5'000

5'000

150'000

35'000

10'000 250000

SUBTOTAL

250'000

5'000

65'000

30'000

20'000

5'000

150'000

165'000

310'000

15'000 258'000 1'373'000

Component 2: Assessment and monitoring of en

vironment and health impacts from primary mercury mining and pollution

Activities

2.1 Identify and reinforce existing
capacities (including training and
exchange of experiences) of
laboratories in Kyrgyztan able to
analyze human and environmental
samples.

65'000

10'000

25'000

10'000

15'000

5'000

100'000

25'000

255'000

2.2 Conduct a comprehensive study of
environmental and health impacts of
mercury mining in the area, involving
local and international scientists, local
health authorities and experts and
independent (verification) sampling.

50'000

10'000

30'000

2'500

10'000

20'000

10'000

170'000

10'000

312'500




2.3 Install a mobile, low cost and easy-
to-use monitoring system for mercury
related accidents and emissions
within the existing competent
organizations and train local
specialists in its use.

40'000

10'000

6'000

5'000

7'000

15'000

Annex 1: Project Document

83'000

SUBTOTAL

155'000

30'000

55'000

2'500

26'000

40'000

22'000

270'000

50'000

650'500

Component 3: Explore and prepare remedial and risk prevention measures for mercury-contaminate

d sites

Activities

3.1 Select, prepare and agree on the
remediation targets and priorities for
rapid response and preventive
measures.

20'000

10'000

9'000

10'000

7'500

30'000

20'000

106'500

3.2 Ensure substantial training and
international experience exchange on
mercury pollution remediation and
rapid response approaches for risk
reduction (including international
partnerships for technology and
experience transfer).

74'000

5'000

3'500

15'000

20'000

5'000

75'000

80'000

10'000

287'500

3.3 Develop and implement a strategy
and guidelines to conduct remediation
on priority sites (including the design
of a strategy and guidelines for
remediation; draft a proposal for
financing and implementation of the
remedial measures with
demonstration of selected approaches
and the publication and distribution of
information materials related to
remedial and preventive measures).

164'000

20'000

10'000

10'000

15'500

285'000

504'500

SUBTOTAL

258’000

35’000

3'500

34’000

40'000

28'000

105’000

385’000

10000

898°500

Component 4: Awareness rising at national and community level and transparency

Activities:

4.1 Media coverage (TV and e-
news/newspapers) on the selected
aspects of local, national and global
mercury issues and briefings on
project milestones /achievements.

15'000

5'000

5'000

25'000

4.2 Conduct social impact studies to
understand better the local
perception and acceptance of the
transition options

20'000

20'000

5'000

5'000

35'000

85'000

4.3 Design and implement a targeted
mercury awareness raising campaign
and strategy to promote employment
opportunities to mercury mining for:
a) government; b) research
institutions; c) private sector; d) local
residents (farmers, workers,
housewives, etc); and e) journalists)

55'000

2'500

50'000

10'000

5'000

15'000

5'000

85'000

35'000

50'000

312500
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4.4 Design and produce, including

translation to local languages, 30'000 2'500 10'000 5'000 5'000 5'000 10'000 25'000 35'000 35'000 10'000 172'500
mercury information Kits.

SUBTOTAL 120'000 5'000 80'000 15'000 20'000 30'000 15'000 - 110'000 105'000 85'000 10'000 595'000
Project Management and Supervision

Activities:

Establish a project management, 80'000 25'000 90'000 5'000 4'000 10'000 50'000 5'000 269'000
supervision and coordination

SUBTOTAL 80'000 25'000 90'000 5'000 4'000 10'000 50'000 5'000 269'000
Monitoring and Evaluation

Monitoring and Evaluation 81'000 54'000 30'000 165'000
SUBTOTAL 81'000 54'000 30'000 165'000
TOTAL 944'000 100'000 | 444'000 50'000 30'000 120'000 100'000 50'000 260'000 645'000 910'000 40'000 258'000 3'951'000
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APPENDIX 3: INCREMENTAL COST ANALYSIS

Without the GEF support, the Kyrgyz government along with the international partners would not be able
to make the necessary steps forward to phase out the supply of primary mercury from the Khaidarkan
mine to the global market and to reduce mercury pollution meaning that the environmental (local,
national and global) and health impacts caused by mercury will continue unabated. Without the
necessary GEF funding, it will be difficult to promote alternative development, design the public-private
partnership framework and engage effectively with private partners for investment to alternatives.
Moreover, without the GEF support, the work on preparation for remedial measures and risk reduction
would be constrained and the scope of awareness raising of mercury issues limited. However with GEF
support, all of these actions above would be possible and the essential steps would be made towards the
phase out of the mercury supply from this particular state-owned plant and its eventual closing.

Economically speaking, if comprehensive actions are not taken to phase out primary mercury mining, the
subsequent costs of the impacts of the continued mercury mining in Khaidarkan would be far greater. If
the mine continues business as usual or decides to increase its production to the previous decade level, an
estimated US$ 6 million would need to be invested for maintenance and development. High costs would
be incurred as a result of the unabated mercury pollution (growing health and remediation costs, losses
in agriculture due to mercury contamination) as well as global costs (costs related to mercury pollution of
ecosystems, downstream pollution). Whilst the investment that is needed to maintain or increase
mercury production could be sourced either from the state or private channels, the costs associated with
the mercury pollution would most likely have to be covered by the community and the Kyrgyz
government (especially in the case of emergency). Furthermore, even though mercury prices have risen
recently, in the longer term, mercury production and use is likely to decline with the onset of the global
mercury convention. On the other hand, if there was a mercury phase out and a parallel launch of
economic alternatives with help of the GEF and other donors and inputs from investors, could not only
increase economic performance of the region but also reduce environmental pressures from booming
mining activities and mercury pollution.

The costs of doing this project represent incremental costs. The Kyrgyz government in the current time
and foreseeable future cannot afford to fund alternative development and measures to reduce
environment and health risks from mercury contamination in the area. This project will assist the Kyrgyz
government to address both issues and support the global efforts towards reduction in the long term of
primary mercury mining and of mercury emissions.

Donors participating in this project will contribute with funds and human resources for provision of
international expertise and to improve baseline studies by using international experts. GEF funding will
be mainly required to hire national experts and to coordinate local and national activities related to the
project. In that way, this project will be a perfect complement to the ongoing efforts.

The project’s results can potentially be replicated for other abandoned mercury mining sites in
Kyrgyzstan and also used as a model for greening of the national mining sector through reduction of
mercury supply and emissions in socially responsible manner.
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Strategy Narrative

Indicator

Units

Baseline

Mid-Term Target

End of Project
Target

Sources of
verification

Risks and
Assumptions

Project Goal: To protect human health and the environment from

the toxic ex

posure of mercury by phasing out mercury production and supply in Kyrgyz Republic

Project Objective: to enable socially compatible economic transition of the Khaidarkan community from primary mercury mining to more environmentally and socially sound economic activities

The expansion of economic opportunities will be
built on the results of pre-feasibility calculations for
non-mercury mining options in the region (led by
national government) and the local alter-native
development options (coordinated by UNDP). At the
same time, institutional and regulatory adjustments
need to be introduced to create a balanced and
attractive mechanism for public-private partnership
and investment. As preliminary studies indicate,
alternative mining options are considering mining
activities (e.g. gold production and non-metallic
minerals production such as serpentinite, bentonite,
gypsum, facing stones). In parallel, non-mining
invest-ment opportunities will be identified as well
as the the ongoing alternative employment
opportunities programme administrated by UNDP
will complement local alternative development
efforts by supporting small-scale in-come generating
activities, creating new jobs and reducing
dependency on the state-owned mercury plant and
providing a range of non-mining alternatives to the
local population. It is expected that all of these
studies and assess-ments will be an integral part of
the national plans and strategies for development.

Analysis of non
mercury mining
alternatives and
employment
opportunities.

NA

e Preliminary socio-eco-
nomic analysis of primary
mercury production at
Khaidarkan.

e Report of the phase II of
UNDP project “creating job
opportunities in Khairda-
kan”, including the
independent evaluation.

e Action plan for mercury
management developed but
needs update.

e Country Development
Plan for 2009-2011

e Alternatives to mercury
mining identified (mining
and non-mining alterna-
tives).

e Socio-economic aspects
of alternatives to mercury
mining assessed.

e Job opportunities study
developed.

e Baseline information to
national plans and strategies
for alternative employment
opportunities gathered

e Key National stake-
holders to support
alternatives to mercury
mining and developed a
roadmap for their
implementation

e National plans and
strategies updated and
including mercury
decrease considered for
adoption

e Socio-econo-
mic analysis
available

e Reporton
suitable alterna-
tives to mercury
mining and job
opportunities in
Khaidarkan
available

e National plans
and strategies on
mercury mana-
gement through
the SAEP website

e Kyrgyz government
and private investors
interested to partici-
pate.

e Alternatives to mer-
cury mining supported
by key stakeholders.

e Adoption of action
plan and other strategic
national plans out of
this project’s control

e Parters participa-
tion from the inception
workshop essential

Without detailed environmental and health
assessment, it is impossible to effectively target the
future environmental remediation and risk reduc-
tion measures and check the progress against the
baseline situation. The monitoring programme
(especially for atmospheric air, drinking water, local
crops and food supply and local population’s health)
is crucial for under-standing of the true scales, key
sources, trends over time and pathways of mercury
pollution, including impacts on the global environ-
ment and health of local residents. Finally, the non-
statio-nary system for air monitoring and emerge-
ncy response will greatly reduce the risk to take
samples from the mine to the laboratories and will
allow authorities to have reliable information on site
within a reasonable time.

Status of the
development of a
monitoring and
health impact
system.

NA

e Analytical capacity for
mercury monitoring in
humans and environment
not known in Kyrgyzstan.
e Preliminary report on
environmental issues

related to primary mining
in Khaidarkan available

e Mercury monitoring
system for rapid response
not available

e Analytical capacity built
(laboratories inter-calibra-
tion studies, laboratories
database) for mercury
monitoring.

e Detailed Environmental
and health analysis of
mercury mining concluded.

e Mercury monitoring
system and emergency
response sys-tem developed
and implemented

e (Capacity built in
mercury monitoring
generates reliable
information to support
a sound decision on the
fate of the mine.

e Environmental and
health impact analysis
support government
decision

e Mercury mo-
nitor-ring data
generated within
the project.

¢ Environmental
and health impact

analysis report
available

e Laboratories willing
to participate.

e Government to
support mercury
monitoring efforts.
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Strategy Narrative Indicator Units Baseline Mid-Term Target 0 0 L Sot.u:ces_of S an

Target verification Assumptions

High-risk areas identified in a comprehensive Total area # Oha / Ostructures / 0 m3 4ha / 2 structures / 100m3 47ha / 5 structures / Remediation o Selection of sites

assessment will be reviewed and potential remedia- fenced off, hectares, 200m3 report and may generate conflict.

tion technologies for them proposed and tested. structures number certificates. o All stakeholders will

Rapid response and risk prevention measures will reinforced and of stru- participate, thus mini-

be designed and implement-ted to possible extent sludge treated cture and mizing the risk of

for immediate positive effects on the local and global cubic conflict.

envi-ronment and health safety. These include meters

fencing and/or sealing of the selected contaminated

areas, changes in land use, crops and other cost-

efficient measures which reduce exposure to risks.

Strategy and guidelines for the development and

implementation of remediation measures will be

developed and best practices from Central Asia

(Kazakhstan) and Western Europe (Spain, Slovenia)

deployed.

Awareness raising is essential in the present situa- Number of # of e Awareness of alterna- 10 (2 for each target At least 15 (3 for each Events’ reports e Participation of

tion when the ministries have different priorities targeted events events tives to mercury mining audience) target audience) interested partners

(continuation of mercury mining vs. environmental /activities through UNDP project

concerns and phasing out of mer-cury mining) and organized by the phase II

whe.n at the national level links betweer41 the pr()]e'ct coor- o Awareness raising

Khaidarkan mercury and the global environmental dination to reach materials

concerns and negotiations are not well known or
understood. In addition, there is little awareness and
inadequate evidence of mercury impacts and
pollution in Khaidarkan. When the comprehensive
study and monitoring programme would be comple-
ted and launched, the awareness raising would be
used to help guide decision making with the inten-
tion of reducing the exposure to pollution in
Khaidarkan and across Kyrgyzstan, including the use
of mercury in artisanal gold mining. Whilst this may
be a social method, its final outcome is to help to
achieve the overall project goal. Raising awareness
on the international mercury instru-ment and its
inevitable impact on the mine’s future is required to
reduce the policy-makers and local people’s
indifference on this issue. Previous project activities
show that transpa-rency, inclusiveness and sharing
of information are the key for cooperation between
all stake-holders. Therefore this project component
would ensure these important conditions are met. In
this context, the project will cooperate closely with
the Extractive Industry Transparency Initiative
(EITI) in Kyrgyzstan, not least for improved public
transparency of Khaidarkan's activities. The
awareness raising and campaign to promote
alternatives to mercury mining will also target the
high political class. This will allow them to take an
informed decision on the fate of the mercury mine.

target audiences
(government,
industry, re-
search institutes,
local residents,
and journalists).

e developed by UNITAR
/UNEP/Z01
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Strategy
Narrative

Indicator

Units

Baseline

Mid-Term Target

End of Project Target

Sources of verification

Risks and Assumptions

Outcome 1: Community reliance on mercu

ry mining reduced thro

ugh identification of alternative diversified employment opportunities

1.1 Number of alternatives
undergoing requiring socio
economic analysis, environ-
mental impact assessment
and roadmap developed for
the implementation of identi-
fied mining alternatives.

# of mining
alternatives

Preliminary socio-economic
analysis of primary mercury
production at Khaidarkan
Preliminary report on
Environmental issues rela-
ted to primary mining in
Khaidarkan

3 mining alternatives
analysed

Socio economic analysis of
mercury mining

10 mining alternatives
analysed

Socio economic analy-sis
and environ-mental impact
report of mining alternatives
available in UNEP’s website

Key stakeholder institutions
able to cooperate

1.2 Number of priority alter-

# of non-mining

Preliminary socio-economic

5 non-mining alternatives

10 non-mining alternatives

Socio economic analysis and

Key stakeholder institutions

native non-mining economic alternatives identified analysis of primary mercury | identified and analysed identified and analysed environ-mental impact able to cooperate
activities identified; socio-eco- production at Khaidarkan. report of non-mining

nomic analysis, environ- alternatives available on

mental impact assessment UNEP’s website

undertaken

1.3 Number of alternative job # of trainings; 0 trainings 4 trainings; At least 6 trainings and UNDP report on Job Khaidarkan community

opportunities (small business
projects) created in
Khaidarkan under the UNDP
programme

# of small business
projects

# of employment
opportunities

0 small business projects

0 employment opportunities
identified in the project

4 small business
development projects

200 employment
opportunities identified in
the project

roundtables,

At least 10 small business
development projects

At least 800 employment
opportunities for miners,
poor farmers and
unemployed (women not
less than 30%) identified in
the project

opportunity programme
available on UNEP’s website
Project’s identification of
employment oppor-tunities
report available

willing to explore alternative
job opportunities

1.4 Number of national plans
and strategies

# of national plans and
strategies for
development and
chemicals
management

e Action plan for mercury
management developed
but needs update.

e Country Development
Plan for 2009-2011

2 national development
plans include mercury
reduction

4 national development
plans and strategies include
mercury reduction

National development plans
and national strategies for
development and/or
chemicals management

e Adoption of action plan
and other strategic national
plans out of this project’s
control

Parters participation from

the inception workshop
essential

Outcome 2: Impacts of mercury mining evaluated through enhanced human health and environment monitoring

2.1 Number of laboratories
able to perform mercury
analysis in humans and
environment in Kyrgyzstan

# of national
laboratories

# of local specialists
trained

# of laboratories
participating in an
inter-calibration study

Limited national capacities
capable of performing
mercury monitoring in
humans and/or the
environment

0 local specialist trained

0 intercalibration studies

2 national laboratories
4 local specialists trained
in field sampling,

2 laboratories
participating in an
intercalibration studies

4 national laboratories

10 local specialists trained to
field sampling

4 laboratories participating
in an intercalibration studies

Data reports from
laboratories

Reports from specialists’
training sessions
Results from inter-
calibration study

National laboratories and
experts willing to participate
in the training and inter-
calibration studies

2.2 Number of people and
villages monitored on health
and environmental impacts of
mercury mining in
Khaidarkan area

# of people monitored
# of villages monitored

Preliminary report on
environmental issues
related to primary mining in
Khaidarkan available

2,000 people monitored
1 community villages

At least 5,000 people
monitored

At least 3 villages monitored

Report on environmental
and health impacts of
mercury mining available

Health practitioners and
environmental experts
willing to undertake this
study
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Strategy
Narrative

Indicator

Units

Baseline

Mid-Term Target

End of Project Target

Sources of verification

Risks and Assumptions

2.3 Status of development of

NA

No mercury monitoring in

Equipment for emergency

Data on air monitoring and

Data report on air

Government to ensure

guidelines and establishment air and emergency response | response and air monitor- | accident response made monitoring sustainability and
of a monitoring system for air systems in place in ring of mercury (e.g. available through the use of continuous use of the
emissions and emergency Kyrgyzstan mobile unit for mercury the equipment purchased equipment purchased.
response testing and consumables)
purchased.

Outcome 3: Reduced risk exposure from mercury contaminated sites through remedial and risk prevention measures
3.1 Number of sites identified # number of No prioritization of 2 At least 3 sites identified for | Reportincluding Stakeholders’ agreement on
for remediation targets and to | remediation sites remediation is available remediation remediation targets and list of priority sites and
establish priorities identified priorities criteria used
3.2 Number of technicians #of trainees No previous training on 10 20 Training records Availability of national

and experts trained on
mercury remediation

remediation

technicians and experts on
soil remediation

3.3 Number and spatial
extent of facilities fenced and
subject to remediation
measures., number of
structures reinforced

# of hectares and
structures

Oha / 0 structures / 0 m3

4ha / 2 structures /
100m3

47ha / 5 structures /
200m3

Remediation report

Sites selection done in a
transparent manner

Cooperation of local people

Outcome 4: Enhanced governance through awareness raising and

stakeholders’ participation

on the transition to mercury mine alternatives

4.1 Number of media articles/
reports/videos/radio
emissions produced

# media materials

No media coverage known
to date

10 media materials
produced and
disseminated

25 media material produced
and disseminated

Journalist materials: Videos,
DVD, news-paper articles,
etc

Media interested and wiling
to cooperate

Coverage of the mercury
mining in Khaidarkan done
in a professional manner

4.2 Number of local inhabi-
tants participating in the study
on social impacts of transition
to non-mercury alternatives
identified

# of local inhabitants
participating in the
social impacts study

No report of social impacts
of transition to non-mercury
alternatives

200 inhabitants
participating in the study
on social impacts of
transition to non-mercury
alternatives

600 inhabitants
participating (through
surveys, workshops, etc) on
the social impacts study on
non-mercury alternatives

Report on social impacts
available in UNEP’s website

Report to be endorsed by
national authorities

Loca people available and
willing to participate

4.3 Number of events/
activities to raise awareness
and disseminate information
to key stakeholders: a)
government; (decision making
officers)b) research institu-
tions; c) private sector; d)
local residents; e) journalists

# of events

No awareness raising
participatory activities
known

At least 6 events
(workshops, seminars,
training sessions, etc) , 1
per stakeholder group

At least 12 events
(workshops, seminars,
training sessions, etc) , 3 per
stakeholder group

Reports of the event
available

Record of assistance

Key stakeholders interested
in participating in project
events/workshops

6.4 Number of awareness
raising materials (mercury
information kits) in local
language developed

# of awareness raising
materials developed

# of awareness raising
materials distributed

3 awareness raising
materials developed by
intergovernmental
organizations

10 awareness raising
materials developed
200 awareness raising
materials distributed

20 awareness raising
materials developed
500 awareness raising
materials distributed

Materials available

Materials address key
concerns from stakeholders
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APPENDIX 5: WORK PLAN AND TIMETABLE

timeframe

Activities 10 [20[30] 4 [se]ea | 7a ] sa [9] 100]110] 120

Component 1: Identification and implementation of local economic opportunities, not reliant on mercury mining

1.1 Develop socio-economic analysis, environmental impact
assessment and roadmap for the implementation of other
mining alternatives to mercury mining

1.2 Identify priority alternatives for non- mining economic
activities in the Khaidarkan area.

1.3 Continue supporting the UNDP programme fostering
alternative job opportunities in Khaidarkan not reliant on
mining, base on lesson learned from previous phases of the
project identified in the project evaluation

1.4 Update national plans and strategies for alternative
employment which will include socio economic analysis for
mining and non-mining alternatives

Component 2: Assessment and monitoring of environment and health impacts from primary mercury mining and pollution

2.1 Identify and reinforce existing capacities (including training
and exchange of experiences) of laboratories in Kyrgyztan able
to analyze human and environmental samples.

2.2 Conduct a comprehensive study of environmental and health
impacts of mercury mining in the area, involving local and
international scientists, local health authorities and experts and
independent (verification) sampling

2.3 Install a mobile, low cost and easy-to-use monitoring system
for mercury related accidents and emissions within the existing
competent organizations and train local specialists in its use.

Component 3: Explore and prepare remedial and risk prevention measures for mercury-contaminated sites

3.1 Select, prepare and agree on the remediation targets and
priorities for rapid response and preventive measures.

3.2 Ensure substantial training and international experience
exchange on mercury pollution remediation and rapid response
approaches for risk reduction (including international
partnerships for technology and experience transfer).

3.3 Develop and implement a strategy and guidelines to conduct
remediation on priority sites (including the design of a strategy
and guidelines for remediation; draft a proposal for financing
and implementation of the remedial measures with
demonstration of selected approaches and the publication and
distribution of information materials related to remedial and
preventive measures).

Component 4: Awareness rising at national and community level and public transparency

4.1 Media coverage (TV and e-news/newspapers) on the
selected aspects of local, national and global mercury issues and
briefings on project milestones /achievements.

4.2 Conduct social impact studies to understand better the local
perception and acceptance of the transition options

4.3 Design and implement a targeted mercury awareness
raising campaign and a strategy to promote employment
opportunities to mercury mining for: a) government; b)
research institutions; c) private sector; d) local residents
(farmers, workers, housewives, etc); and e) journalists)

4.4 Design and produce, including translation to local
languages, mercury information Kkits.
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APPENDIX 6: KEY DELIVERABLES AND BENCHMARKS

Project components

Results

Duration

Component 1: [dentification and implementation of local economic opportunities, not reliant on mercury

From month 4

mining to 33
Develop socio-economic analysis, 1. Socio-economic analysis report at month 12;
environmental impact assessment and 2. Environmental impact assessment report of mining
. . . 21 months
roadmap for the implementation of other alternatives at month 12;
mining alternatives to mercury mining 3. Roadmap for implementation of alternatives at month 18;
1. Identification of further alternatives at month 6;
. L . 2. Socio-economic analysis report at month 12; and
Identify priority alternatives for non-mercury 3. Envi li ¢ .
mining economic activities in the Khaidarkan ) nv1r0n.menta impact assessment report of non-mining 24 months
area alternatives at month 12; and
4. Roadmap for implementation of non-mining alternatives at
month 15
1. Reporton economic diversification in the community,
including creation of job alternatives in Khaidarkan at month
Continue supporting the UNDP programme 16;
fostering alternative job opportunities in 2. Atleast 6 trainings and roundtables to promote training for
Khaidarkan not reliant on mining, base on the local community at month 18; and 30 months
lesson learned from previous phases of the 3. Atleast 10 small business development projects in Khaidarkan
project identified in the project evaluation at month 18.
4. Atleast 800 employment opportunities identified in the
project at month 18
Update national plans and strategies for
alternative employment which will include . . .
ploy 1. National Plans and strategies for mercury reduction 9 months

socio economic analysis for mining and non-

mining alternatives

Component 2: Assessment and monitoring of

environment and health impacts from primary mercury mining

From month

and pollution 13to 33
1. Database of national/regional laboratories with mercury
monitoring capacity at month 9;
2. Standard Operational Procedures for local laboratories to
perform analysis on mercury at month 11;
. . L. . 3. Training module for sampling and analysis of mercury in
I(.ientlf}.r and rfnr.lforce existing capacities humans and the environment at month 13;
(including training and exchange of 4 R ¢ L . I d 21 months
experiences) of laboratories in Kyrgyztan able ) eplort. 0 fmercury mom?n_n% tra]_mng (sgmp ng in titut
to analyze human and environmental samples. analysis) for government, civil society and research institutes
at month 18;
5. Information exchange report on mercury monitoring on health
and environment at month 18;
6. Intercalibration study report on mercury laboratories
performance at month 18.
Conduct a comprehensive study of o
environmental and health impacts of mercury 1. Study on mercury mining impacts to human health and
mining in the area, involving local and environment at month 12; 12 months
international scientists, local health authorities | 2. Atleast 6,000 people monitoded at month 12th
and experts and independent (verification) 3. Atleast 3 villages monitored at month 12th
sampling
Install a mobile, low cost and easy-to-use
monitoring system for mercury related 1. National plan to develop a non-stationary monitoring system
accidents and emissions within the existing for air at month 11; 15 months
competent organizations and train local 2. Purchasing required equipment at month 21;

specialists in its use.
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Component 3: Explore and prepare remedial and risk prevention measures for mercury contaminated sites

From month 4
to 36

Select, prepare and agree on the remediation 1. Assessment report on remediation targets and priorities in
targets and priorities for rapid response and Khaidarkan at month 15 6 months
preventive measures. 2. Atleast 3 sites identified for remediation at month 10th
Ensure substantial training and international 1. Strategy to develop capacity for mercury remediation at
experience exchange on mercury pollution month 7;
remediation and rapid response approaches 2. Report on capacity building activities (training, experience 12 months
for risk reduction (including international exchange) at month 15;
partnerships for technology and experience 3. Atleast 20 technitians and experts trained on mercury
transfer). remediation at month 7th
Develop and implement a strategy and
guidelines to conduct remediation on priority 1. Guidelines for remediation at month 15;
Slt?S (1.ncludmg the d.eSI.gn of a strategy and 2. Strategy for remediation in Khaidarkan at month 16
guidelines for remediation; draft a proposal for ) . . .
financing and implementation of the remedial 3. Tender exercise for soil remediation and selection of expert 15 months
measures with demonstration of selected company at month 18;
4. Report on remediation and preventive measure for risk

approaches and the publication and
distribution of information materials related to
remedial and preventive measures).

reduction at month 24

Component 4: Awareness rising at national and community level and public transparency

From month 1
to 36

. —— 1. Strategy for involvement of local/national media at month 6;
edia coverage (TV an e-news/nf?wspapers) 2. Report on involvement of local /national /international media

on the selected aspects of local, national and .

. L ) on mercury issues at month 23 33 months
global mercury issues and briefings on project ) i ) )
milestones /achievements. 3. Atleast 25 media materlal produced and disseminated

throughout the project from month 4.
Conduct social impact studies to understand - .
. 1. Report on social impact on transition to non-mercury
better the local perception and acceptance of . 6 months
s . alternatives at month 21

the transition options
Design and implement an awareness raising
.stra.teg}./ for: a) goyernment; b) research X 1. Report on awareness raising campaigns at month 24;
institutions; c) private sector; d) local residents 36 months
(farmers, workers, housewives, etc); and e)
journalists)
Design and produce, including translation to 1. Information kits available and materials produced throughout 27 months

local languages, mercury information Kkits.

the project until month 24
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APPENDIX 7: COSTED M&E PLAN

Day-to-day management and monitoring of the project activities will be the responsibility of the executing agency, the
State Agency of Environmental Protection (SAEP). SAEP will submit half year reports to UNEP and a Project
Implementation Report (PIR) in close collaboration with UNEP, once a year. SAEP will be responsible for the
recruitment of local/international staff or consultants and the execution of the activities according to the work plan and
expected outcomes.

The half-yearly reports will include progress in implementation of the project, financial report, a work plan and
expected expenditures for the next reporting period. It will also include obstacles occurred during implementation
period where necessary. The PIR will be prepared on an annual basis with the first report due one year after project
implementation start according to GEF rules. It will be submitted by SAEP to the UNEP task manager.

The National Steering Committee will be kept small but efficient and include the directly concerned stakeholders at the
national level. It will meet regularly and will coordinate national activities.

The Project Steering Committee will comprise UNEP, SAEP and the involved bilateral donors. The Project Steering
Committee will meet back-to-back with the technical meetings, i.e, inception workshop and final workshop. The Project
Steering Committee will meet physically twice during the project implementation and once through teleconference. The
Project Steering Committee will monitor the progress of the project and give advice as to implementation issues.

Table: Monitoring and Evaluation Budget

i Budget
M&E activity Purpose LTS e = Time-frame
Party (US$)
:;f;g;;’: workshop Awareness raising, building stakeholder engagement, SAEP 0 Within two months
assessment* detailed work planning with key groups of project start
Immediately
. o . - Project following
Inception report Provides implementation plan for progress monitoring coordinator 0 Inception
Workshop
Project Review by Assesses progress, effectiveness of operations and
Project Steering technical outputs; Recommends adaptation where SAEP 0 | Month 1and 18
Committee* necessary and confirms implementation plan.
frtrlo}licr:lentation Progress and effectiveness review for the GEF, provision of
P . lessons learned. This will be organized by SAEP in close SAEP 25,000 | Month 18
Review - Mid term . .
. consultation with UNEP.
review
Reviews effectiveness against implementation plan
Highlights technical outputs At the end of
Terminal report Identifies lessons learned and likely design approaches for SAEP 0 | project )
future projects, assesses likelihood of achieving design implementation
outcomes
Reviews effectiveness, efficiency and timeliness of project
implementation, coordination mechanisms and outputs UNEP,
Independent Identifies lessons learned and likely remedial actions for Independent 35000 At end of project
Terminal evaluation future projects external ! implementation
Highlights technical achievements and assesses against consultant
prevailing benchmarks. Organized by UNEP
Independent Reviews use of project funds against budget and assesses SAEP 21,000 At the end of each
Financial Audit probity of expenditure and transactions ! year (3)
Total indicative M&E cost*1 81,000

* The inception workshop and steering committee meetings will be done back to back with technical meetings, therefore costs reported will be
“zero”
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APPENDIX 8: SUMMARY OF REPORTING REQUIREMENTS AND RESPONSIBILITIES

Day-to-day management and monitoring of project activities will be the responsibility of the Executing Agency

(State Agency of Environmental Protection - SAEP)

During the course of the project, the Executing Agency teams will be responsible for the preparation of regular
progress reports (financial and technical) and for the preparation of forward plans and budgetary estimation. The
timely preparation and submission of mandatory report forms are integral part of the monitoring process.

Reporting requirements are summarized below:

Table: Summary of Reporting Requirements and project monitoring

Report and Content Format Timing Responsibility
Inception report
Agreed format
i ing i i SAEP
Detailed implementation plan for progress monitoring allowing Following inception
progress workshops
tracking
Technical Progress reports
Documents progress & completion of activities;
Describes progress against annual work plan;
. . . . UNEP Progress  Biennial, within 30
Reviews implementation plans, summarizes problems and . SAEP
. Reporting days of each
adaptive management; . .
Formats; reporting period
Provides activity plans for following period;
Provides project outputs for review
Financial Progress Reports
Documents project expenditure according to established UNEP Financial
project budget and allocations; reporting
Provides budgetary plans for following reporting period; formats; Biennial, within 30 SAEP
Requests further cash transfers; Inventory of days of each
Requests budget revision as necessary; non- reporting period
Provides inventory of non-expendable equipment procured ~ €xpendable
for project equipment
Financial Audit
i i SAEP
Audit of project accounts and records Approved audit At prOJe.ct
report format completion
Co-financing report
Reports co-financing provided to the project; UNEP SAEP
Reviews co-financing inputs against GEF approved reporting Annual
) : UNEP
financing plan format
Project Implementation Review (PIR) reports
. . . GEF M&E SAEP
Summary implementation review Annual
format UNEP
Terminal report
. . S . UNEP .
Review of effectiveness of the project, its technical outputs, reportin At project SAEP
lessons learned and progress towards outcomes p 8 completion UNEP
format
Mid term and terminal Evaluation
At mid-t fth SAEP (Mid-term)
Provides detailed independent evaluation of project GEF M&E rid-term ot the and Independent
. . project and at
management, actions, outputs and impacts format . . Evaluator
project completion UNEP
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The Inception report will include a detailed narrative on the institutional roles and responsibilities of the project
partners, identify stakeholder engagement commitments developed during the inception workshops, set out
progress on project establishment and start-up activities, provide a detailed implementation plan suitable for
progress tracking purposes. The report will be submitted by the SAEP to UNEP-GEF and used as a benchmark
against which regular progress reports are reviewed.

Technical Progress reports will be prepared by the project coordinator in the SAEP in English within 30 days of
the end of each semester. Reports will be prepared using the standard UNEP format. These reports form the
principal tools of regular project monitoring and will contain:
e an account of actual implementation activities undertaken during the reporting period and an
assessment of progress against the implementation plan;
e an identification of barriers to project implementation and recommendations for corrective actions
during the following period, including any revision to the implementation plan;

¢ a detailed and costed work plan for the following reporting period, including a forward project of the
status of funds held locally and, when necessary, a request for further cash transfers to the project;

¢ an updated inventory of non-expendable equipment and items of attraction procured for the project;

e copies of project meeting reports and participants lists, technical outputs submitted to the project
team.

Financial progress reports (Project Expenditure Accounts): will be prepared by the Executing Agency within 30
days of the end of each semester. Reports will be prepared in US$ using the project budget codes and in the
standard UNEP format. They will contain an account of actual expenditure in support of the activities undertaken.
The reports will be approved by a duly authorized official of the Executing Agency and submitted to UNEP-GEF.

A terminal financial audit, if applicable, is required within 180 days of the completion of the project. The
Executing Agency will supply UNEP with a final statement of account in the same format as for the periodic
financial statements, certified by a recognized firm of public accountants. If requested, The Executing Agency shall
facilitate an audit by the United Nations Board of Auditors and/or the Audit Service of the accounts of the Project.
In particular, the auditors should be asked to report whether, in their opinion:

Proper books of account and records have been maintained;

All project expenditures are supported by vouchers and adequate documentation;
Expenditures have been incurred in accordance with the objectives outlined in the project document;
The Expenditure reports provide a fair view of the financial condition and performance of the project.

Unspent funds: Any portion of cash advances remaining unspent or uncommitted by the Executing Agency on
completion of the project will be reimbursed to UNEP within one month of the presentation of the final statement
of accounts. In the event of any delay in such reimbursement, the Executing Agency will be financially responsible
for any adverse movement in the exchange rates.

Co-finance report: The Executing Agency will report annually on the co-finance received and used to advance the
project activities. The report will show:
e The amount of co-financing realized compared with the amount of co-financing committed to at the
time of project approval, and

e Co-financing reporting by source and by type”.

Project Implementation Review (PIR) will be prepared by the project coordinator in English at the end of each 12
month period of project implementation. The PIR is an annual monitoring process mandated by the GEF and for
which the independent GEF M&E unit provides the scope and content. Individual PIRs are collected, reviewed and
analyzed by UNEP-GEF by focal area, theme and region to extract common issues, lessons learned and good
practices. Focal area PIRs are discussed at the GEF Interagency Focal Area Task Forces with consolidated reports
by focal area then being transferred to the independent GEF M&E unit.

17

Sources include the agency’s own co-financing, government co-financing and contributions mobilized for the project from other multilateral
agencies, bilateral development cooperation agencies, NGOs, the private sector, and beneficiaries.

Types of co-finance include Cash (grants, loans, credits, and equity investments) and In-Kind resources (limited to those dedicated uniquely to
this project and valued as the lesser of the cost and the market value of the required inputs they provide for the project and monitored with
documentation available for any evaluation or project audit.

57



Annex 1: Project Document

10. The Terminal Report is prepared by the Executing Agency in English immediately within the 60 days following the
end of project implementation. It is submitted to UNEP-GEF, to the Chief, Budget and Financial Management
Service, and to the Chief, Programme Coordination and Management Unit. It provides a review of the effective
operation of the project and of its achievements in reaching its designed outputs. The report will set out lessons
learned during the project and assesses the likelihood of the project achieving its design outcomes. It provides a
basis for the independent Terminal Evaluation of the project. This evaluation reviews the impact and effectiveness
of the project, the sustainability of results and whether the project has achieved its immediate, development and
global objectives. Indicators for the evaluation of the effective operation of the project are given in the table below:

Table: Indicators for evaluation of effective operation of the project

Indicator Means of verification

Biennial progress and financial reports and annual PIR prepared

. . . Arrival of reports at UNEP
in a timely and satisfactory manner P

Performance targets, outputs, and outcomes are achieved as
specified in the implementation plan and any agreed revisions to Progress reports
it

Deviations from the implementation plans are corrected promptly

. Work plans, minutes of SAEP meetings
and appropriately.

Biennial financial reports are timely and accurate Arrival of reports at UNEP

IMIS system of UNEP and Bank statements of

Disbursements are made on a timely basis . .
national executing agency

Procurement is achieved according to procurement plan and

. . . Progress reports
reflected in non-expendable equipment inventory g P

Requests for deviations from approved budgets are submitted in Timely submission of revised budget to UNEP
timely manner for approval

Audit reports and other reviews showing sound financial

. Audit reports
practices
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Appendix 9: STANDARD TERMINAL EVALUATION TOR

1. TERMS OF REFERENCE:

1. Terminal Evaluation of the UNEP GEF project
2. Project Number GF/...

2. PROJECT BACKGROUND AND OVERVIEW:

Project rationale from the project document
Relevance to GEF Programmes

Executing Arrangements

Project Activities

Budget

i e
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TERMS OF REFERENCE FOR THE EVALUATION

1. OBJECTIVE AND SCOPE OF THE EVALUATION

The objective of this terminal evaluation is to examine the extent and magnitude of any project impacts to date and
determine the likelihood of future impacts. The evaluation will also assess project performance and the
implementation of planned project activities and planned outputs against actual results.

The evaluation will focus on the following main questions: ...

2. METHODS

This terminal evaluation will be conducted as an in-depth evaluation using a participatory approach whereby the
UNEP/DGEF Task Manager, key representatives of the executing agencies and other relevant staff are kept
informed and regularly consulted throughout the evaluation. The consultant will liaise with the UNEP/EOU and the
UNEP/DGEF Task Manager on any logistic and/or methodological issues to properly conduct the review in as
independent a way as possible, given the circumstances and resources offered. The draft report will be circulated
to UNEP/DGEF Task Manager, key representatives of the executing agencies and the UNEP/EOU. Any comments or
responses to the draft report will be sent to UNEP / EOU for collation and the consultant will be advised of any
necessary revisions.

The findings of the evaluation will be based on the following:
1. A deskreview of project documents including, but not limited to:

(@) The project documents, outputs, monitoring reports (such as progress and financial reports to
UNEP and GEF annual Project Implementation Review reports) and relevant correspondence.

(b) Review of specific products including the final reports from country executing agencies, workshop
proceedings, etc

(c) Notes from the Steering Group meetings.
(d) Other project-related material produced by the project staff or partners.

2. Interviews with project management and technical support staff.

3. Interviews with intended users for the project outputs and other stakeholders involved with this project,
including in the participating countries and international bodies. As appropriate, these interviews could
be combined with an email questionnaire.

4. The Consultant shall seek additional information and opinions by e-mail, through telephone
communication, or by actual meetings.

5. Interviews with the UNEP/DGEF project task manager and Fund Management Officer, and other relevant
staff in UNEP dealing with POPs related activities as necessary. The Consultant shall also gain broader
perspectives from discussions with relevant GEF Secretariat staff.

Key Evaluation principles. In attempting to evaluate any outcomes and impacts that the project may have
achieved, evaluators should remember that the project’s performance should be assessed by considering the
difference between the answers to two simple questions “what happened?” and “what would have happened
anyway?”. These questions imply that there should be consideration of the baseline conditions and trends in
relation to the intended project outcomes and impacts. In addition it implies that there should be plausible
evidence to attribute such outcomes and impacts to the actions of the project.

Sometimes, adequate information on baseline conditions and trends is lacking. In such cases this should be clearly
highlighted by the evaluator, along with any simplifying assumptions that were taken to enable the evaluator to
make informed judgements about project performance.

3. PROJECT EVALUATION PARAMETERS

A. Attainment of objectives and planned results:

The assessment of project results seeks to determine the extent to which the project objectives were achieved,
or are expected to be achieved, and assess if the project has led to any other positive or negative consequences.
While assessing a project’s outcomes the evaluation will seek to determine the extent of achievement and
shortcomings in reaching the project’s objectives as stated in the project document and also indicate if there
were any changes and whether those changes were approved. As the project did not establish an elaborate
baseline (initial conditions), the evaluator should seek to estimate the baseline condition so that achievements
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and results can be properly established (or simplifying assumptions used). Since most GEF projects can be
expected to achieve the anticipated outcomes by project closing, assessment of project outcomes should be a
priority. Outcomes are the likely or achieved short-term and medium-term effects of an intervention’s outputs.
Examples of outcomes could include but are not restricted to stronger institutional capacities, higher public
awareness (when leading to changes of behaviour), and transformed policy frameworks or markets. The
evaluation should assess the extent to which the project's major relevant objectives were effectively and
efficiently achieved or are expected to be achieved and their relevance.

e Effectiveness: Evaluate how, and to what extent, the stated project objectives have been met, taking into
account the “achievement indicators” specified in the project document and logical framework?8.

e Relevance: In retrospect, were the project’s outcomes consistent with the focal areas/operational
program strategies and country priorities? The evaluation should also assess the whether outcomes
specified in the project document and or logical framework are actually outcomes and not outputs or
inputs.

o Efficiency: Cost-effectiveness assesses the achievement of the environmental and developmental
objectives as well as the project’s outputs in relation to the inputs, costs, and implementing time. Include
an assessment of outcomes in relation to inputs, costs, and implementation times based on the following
questions: Was the project cost-effective? Was the project the least cost option? Was the project
implementation delayed and if it was then did that affect cost-effectiveness? The evaluation should
assess the contribution of cash and in-kind co-financing to project implementation and to what extent
the project leveraged additional resources. Comparisons of the cost-time vs. outcomes relationship of the
project with that of other similar projects should be made if feasible.

B. Assessment of Sustainability of project outcomes:

Sustainability is understood as the probability of continued long-term project-derived outcomes and impacts
after the GEF project funding ends. The evaluation will identify and assess the key conditions or factors that are
likely to contribute or undermine the persistence of benefits after the project ends. Some of these factors might
be outcomes of the project, e.g. stronger institutional capacities or better informed decision-making. Other
factors will include contextual circumstances or developments that are not outcomes of the project but that are
relevant to the sustainability of outcomes. The evaluation should ascertain to what extent follow-up work has
been initiated and how project outcomes will be sustained and enhanced over time. In this case, sustainability
will be linked to the continued use and influence of scientific models and scientific findings, produced by the
project.

Four aspects of sustainability should be addressed: financial, socio-political, institutional frameworks and
governance, and ecological (if applicable). The following questions provide guidance on the assessment of
these aspects:

e Financial resources. To what extent are the outcomes of the project dependent on continued financial
support? What is the likelihood that any required financial resources will be available to sustain the
project outcomes/benefits once the GEF assistance ends (resources can be from multiple sources, such
as the public and private sectors, income generating activities, and market trends that support the
project’s objectives)? Was the project was successful in identifying and leveraging co-financing?

e Socio-political: To what extent are the outcomes of the project dependent on socio-political factors?
What is the likelihood that the level of stakeholder ownership will allow for the project
outcomes/benefits to be sustained? Is there sufficient public / stakeholder awareness in support of the
long term objectives of the project?

e [nstitutional framework and governance. To what extent are the outcomes of the project dependent on
issues relating to institutional frameworks and governance? What is the likelihood that institutional and
technical achievements, legal frameworks, policies and governance structures and processes will allow
for, the project outcomes/benefits to be sustained? While responding to these questions consider if the
required systems for accountability and transparency and the required technical know-how are in place.

e Ecological. Are there any environmental risks that can undermine the future flow of project
environmental benefits? The TE should assess whether certain activities in the project area will pose a
threat to the sustainability of the project outcomes.1?

8 |n casein the original or modified expected outcomes are merely outputs/inputs then the evaluators should assess if there were any real outcomes of the
project and if yes then whether these are commensurate with the realistic expectations from such projects.
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As far as possible, also assess the potential longer-term impacts considering that the evaluation is taking place
upon completion of the project and that longer term impact is expected to be seen in a few years time. Frame
any recommendations to enhance future project impact in this context. Which will be the major ‘channels’ for
longer term impact from the project at the national and international scales? The evaluation should formulate
recommendations that outline possible approaches and necessary actions to facilitate an impact assessment
study in a few years time.

C. Catalyticrole

The terminal evaluation will also describe any catalytic or replication effect of the project. What examples are
there of replication and catalytic outcomes that suggest increased likelihood of sustainability? Replication
approach, in the context of GEF projects, is defined as lessons and experiences coming out of the project that
are replicated or scaled up in the design and implementation of other projects. Replication can have two
aspects, replication proper (lessons and experiences are replicated in different geographic area) or scaling up
(lessons and experiences are replicated within the same geographic area but funded by other sources). If no
effects are identified, the evaluation will describe the catalytic or replication actions that the project carried
out. No ratings are requested for the catalytic role.

D. Achievement of outputs and activities:

e Delivered outputs: Assessment of the project’s success in producing each of the programmed outputs,
both in quantity and quality as well as usefulness and timeliness.

e Assess the soundness and effectiveness of the methods and approached used by the project.

E. Assessment of Monitoring and Evaluation Systems:

e M&E design. Did the project have a sound M&E plan to monitor results and track progress towards
achieving project objectives? The Terminal Evaluation will assess whether the project met the minimum
requirements for project design of M&E and the application of the Project M&E plan (Minimum
requirements are specified in Annex 4). The evaluation shall include an assessment of the quality,
application and effectiveness of project monitoring and evaluation plans and tools, including an
assessment of risk management based on the assumptions and risks identified in the project document.
The M&E plan should include a baseline (including data, methodology, etc.), SMART (see Annex 4)
indicators and data analysis systems, and evaluation studies at specific times to assess results. The time
frame for various M&E activities and standards for outputs should have been specified.

e M&E plan implementation. Was an M&E system in place and did it facilitate tracking of results and
progress towards projects objectives throughout the project implementation period. Were Annual
project reports complete, accurate and with well justified ratings? Was the information provided by the
M&E system used during the project to improve project performance and to adapt to changing needs?
Did the Projects have an M&E system in place with proper training for parties responsible for M&E
activities to ensure data will continue to be collected and used after project closure?

¢ Budgeting and Funding for M&E activities. Were adequate budget provisions made for M&E made and
were such resources made available in a timely fashion during implementation?

¢ Long-term Monitoring. Is long-term monitoring envisaged as an outcome of the project? If so, comment
specifically on the relevance of such monitoring systems to sustaining project outcomes and how the
monitoring effort will be sustained.

F. Assessment of processes that affected attainment of project results.

The evaluation will consider, but need not be limited to, consideration of the following issues that may have
affected project implementation and attainment of project results:

i. Preparation and readiness. Were the project’s objectives and components clear, practicable and
feasible within its timeframe? Were capacities of the executing institutions and counterparts properly
considered when the project was designed? Were lessons from other relevant projects properly
incorporated in design? Were the partnership arrangements properly identified and the roles and
responsibilities negotiated prior to implementation? Was availability of counterpart resources (funding,

1 Eor example, construction of dam in a protected area could inundate a sizable area and thereby neutralizing the biodiversity related gains made by the
project or, anewly established pulp mill might jeopardise the viability of nearby protected forest areas by increasing logging pressures.
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staff, and facilities), passage of enabling legislation, and adequate project management arrangements in
place at project entry?

e Ascertain to what extent the project implementation mechanisms outlined in the project
document have been closely followed. In particular, assess the role of the various committees
established and whether the project document was clear and realistic to enable effective and
efficient implementation, whether the project was executed according to the plan and how well
the management was able to adapt to changes during the life of the project to enable the
implementation of the project.

e Evaluate the effectiveness and efficiency and adaptability of project management and the
supervision of project activities / project execution arrangements at all levels (1) policy decisions:
Steering Group; (2) day to day project management: (3) GEF guidance: UNEP DGEF.

ii. Country ownership/Drivenness. This is the relevance of the project to national development and
environmental agendas, recipient country commitment, and regional and international agreements.
Examples of possible evaluative questions include: Was the project design in-line with the national
sectoral and development priorities and plans? Are project outcomes contributing to national
development priorities and plans? Were the relevant country representatives, from government and
civil society, involved in the project? Did the recipient government maintain its financial commitment to
the project? Have the government approved policies or regulatory frameworks been in-line with the
project’s objectives?

Stakeholder involvement. Did the project involve the relevant stakeholders through information sharing,
consultation and by seeking their participation in project’s design, implementation, and monitoring and
evaluation? For example, did the project implement appropriate outreach and public awareness campaigns?
Did the project consult and make use of the skills, experience and knowledge of the appropriate government
entities, NGOs, community groups, private sector, local governments and academic institutions in the design,
implementation and evaluation of project activities? Were perspectives of those that would be affected by
decisions, those that could affect the outcomes and those that could contribute information or other resources
to the process taken into account while taking decisions? Were the relevant vulnerable groups and the
powerful, the supporters and the opponents, of the processes properly involved? Specifically the evaluation
will:
e Assess the mechanisms put in place by the project for identification and engagement of stakeholders in
each participating country and establish, in consultation with the stakeholders, whether this mechanism
was successful, and identify its strengths and weaknesses.

e Assess the degree and effectiveness of collaboration/interactions between the various project partners
and institutions during the course of implementation of the project.

e Assess the degree and effectiveness of any various public awareness activities that were undertaken
during the course of implementation of the project.

Financial planning. Did the project have the appropriate financial controls, including reporting and planning,
that allowed management to make informed decisions regarding the budget and allowed for timely flow of
funds. Specifically, the evaluation should:

e Assess the strength and utility of financial controls, including reporting, and planning to allow the
project management to make informed decisions regarding the budget and allow for a proper and timely
flow of funds for the payment of satisfactory project deliverables throughout the project’s lifetime.

¢ Present the major findings from the financial audit if one has been conducted.

e Did promised co-financing materialize? Identify and verify the sources of co- financing as well as
leveraged and associated financing (in co-operation with the IA and EA).

e Assess whether the project has applied appropriate standards of due diligence in the management of
funds and financial audits.

e The evaluation should also include a breakdown of final actual project costs by activities compared to
budget (variances), financial management (including disbursement issues), and co- financing. This
information will be prepared by the relevant DGEF Fund Management Officer of the project for scrutiny
by the evaluator (table attached in Annex 1 Co-financing and leveraged resources).
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UNEP Supervision and backstopping. Did UNEP Agency staff identify problems in a timely fashion and
accurately estimate its seriousness? Did UNEP staff provide quality support and advice to the project, approved
modifications in time and restructure the project when needed? Did UNEP and Executing Agencies provide the
right staffing levels, continuity, skill mix, frequency of field visits?

Co-financing and Project Outcomes & Sustainability. If there was a difference in the level of expected co-
financing and actual co-financing, then what were the reasons for this? Did the extent of materialization of co-
financing affect the project’s outcomes and/or sustainability, and if it did affect outcomes and sustainability
then in what ways and through what causal linkages?

Delays and Project Outcomes & Sustainability. If there were delays in project implementation and
completion, the evaluation will summarise the reasons for them. Did delays affect the project’s outcomes
and/or sustainability, and if so in what ways and through what causal linkages?

The ratings will be presented in the form of a table with each of the categories rated separately and with
brief justifications for the rating based on the findings of the main analysis. An overall rating for the project
should also be given. The rating system to be applied is specified in Annex 1:

4. EVALUATION REPORT FORMAT AND REVIEW PROCEDURES

The report should be brief, to the point and easy to understand. It must explain; the purpose of the evaluation,
exactly what was evaluated and the methods used. The report must highlight any methodological limitations,
identify key concerns and present evidence-based findings, consequent conclusions, recommendations and lessons.
The report should provide information on when the evaluation took place, the places visited, who was involved and
be presented in a way that makes the information accessible and comprehensible. The report should include an
executive summary that encapsulates the essence of the information contained in the report to facilitate
dissemination and distillation of lessons.

Evidence, findings, conclusions and recommendations should be presented in a complete and balanced manner.
The evaluation report shall be written in English, be of no more than 50 pages (excluding annexes), use numbered
paragraphs and include:

i) An executive summary (no more than 3 pages) providing a brief overview of the main conclusions and
recommendations of the evaluation;

ii) Introduction and background giving a brief overview of the evaluated project, for example, the objective
and status of activities;

iii) Scope, objective and methods presenting the evaluation’s purpose, the evaluation criteria used and
questions to be addressed;

iv) Project Performance and Impact providing factual evidence relevant to the questions asked by the
evaluator and interpretations of such evidence. This is the main substantive section of the report and
should provide a commentary on all evaluation aspects (A - F above).

v) Conclusions and rating of project implementation success giving the evaluator’s concluding assessments
and ratings of the project against given evaluation criteria and standards of performance. The conclusions
should provide answers to questions about whether the project is considered good or bad, and whether
the results are considered positive or negative;

vi) Recommendations suggesting actionable proposals for stakeholders to rectify poor existing situations as
well as recommendations concerning projects of similar nature.. In general, Terminal Evaluations are
likely to have very few (only two or three) actionable recommendations;

vii) Annexes include Terms of Reference, list of interviewees, documents reviewed, brief summary of the
expertise of the evaluator / evaluation team, a summary of co-finance information etc. Dissident views or
management responses to the evaluation findings may later be appended in an annex.

Examples of UNEP GEF Terminal Evaluation Reports are available at www.unep.org/eou

Review of the Draft Evaluation Report. Draft reports submitted to UNEP EOU are shared with the corresponding
Programme or Project Officer and his or her supervisor for initial review and consultation. The DGEF staff and
senior Executing Agency staff are allowed to comment on the draft evaluation report. They may provide feedback
on any errors of fact and may highlight the significance of such errors in any conclusions. The consultation also
seeks agreement on the findings and recommendations. UNEP EOU collates the review comments and provides
them to the evaluators for their consideration in preparing the final version of the report.
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All UNEP GEF Evaluation Reports are subject to quality assessments by UNEP EOU. These incorporate GEF Office of
Evaluation quality assessment criteria and are used as a tool for providing structured feedback to the evaluator
(see Annex 3).

5. SUBMISSION OF FINAL TERMINAL EVALUATION REPORTS.

The final report shall be submitted in electronic form in MS Word format and should be sent to the following
persons:

With a copy to:

The final evaluation report will be printed in hard copy and published on the Evaluation and Oversight Unit’s web-
site www.unep.org/eou. Subsequently, the report will be sent to the GEF Office of Evaluation for their review,
appraisal and inclusion on the GEF website.

6. RESOURCES AND SCHEDULE OF THE EVALUATION

This final evaluation will be undertaken by an international evaluator contracted by the Evaluation and Oversight
Unit, UNEP. The contract for the evaluator will begin on... The evaluator will submit a draft report on ... to
UNEP/EOU, the UNEP/DGEF Task Manager, and key representatives of the executing agencies. Any comments or
responses to the draft report will be sent to UNEP / EOU for collation and the consultant will be advised of any
necessary revisions. Comments to the final draft report will be sent to the consultant by ... after which, the
consultant will submit the final report no later than ...

In accordance with UNEP/GEF policy, all GEF projects are evaluated by independent evaluators contracted as
consultants by the EOU. The evaluators should have the following qualifications: The evaluator should not have
been associated with the design and implementation of the project. The evaluator will work under the overall
supervision of the Chief, Evaluation and Oversight Unit, UNEP. Knowledge of UNEP programmes and GEF activities
is desirable. Fluency in oral and written English is a must.

Annex 1. OVERALL RATINGS TABLE

Evaluator’s Summary

Criterion
Comments

Evaluator’s Rating

Attainment of project objectives and results (overall
rating).
Sub criteria (below)

Effectiveness

Relevance

Efficiency

Sustainability of Project outcomes (overall rating).
Sub criteria (below)

Financial

Socio Political

Institutional framework and governance

Ecological

Achievement of outputs and activities

Monitoring and Evaluation (overall rating)

Sub criteria (below)
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Evaluator’s Summary

Evaluator’s Ratin
Comments 8

Criterion

M&E Design

M&E Plan Implementation (use for adaptive management)

Budgeting and Funding for M&E activities

Catalytic Role

Preparation and readiness

Country ownership / driveness

Stakeholders involvement

Financial planning

UNEP Supervision and backstopping

Overall Rating

RATING OF PROJECT OBJECTIVES AND RESULTS

Highly Satisfactory (HS): The project had no shortcomings in the achievement of its objectives, in terms of
relevance, effectiveness or efficiency.

Satisfactory (S): The project had minor shortcomings in the achievement of its objectives, in terms of relevance,
effectiveness or efficiency.

Moderately Satisfactory (MS): The project had moderate shortcomings in the achievement of its objectives, in
terms of relevance, effectiveness or efficiency.

Moderately Unsatisfactory (MU): The project had significant shortcomings in the achievement of its objectives, in
terms of relevance, effectiveness or efficiency.

Unsatisfactory (U): The project had major shortcomings in the achievement of its objectives, in terms of relevance,
effectiveness or efficiency.

Highly Unsatisfactory (HU): The project had severe shortcomings in the achievement of its objectives, in terms of
relevance, effectiveness or efficiency.

Please note: Relevance and effectiveness will be considered as critical criteria. The overall rating of the project for
achievement of objectives and results may not be higher than the lowest rating on either of these two criteria.
Thus, to have an overall satisfactory rating for outcomes a project must have at least satisfactory ratings on both
relevance and effectiveness.

RATINGS ON SUSTAINABILITY

Sustainability will be understood as the probability of continued long-term outcomes and impacts after the GEF
project funding ends. The Terminal evaluation will identify and assess the key conditions or factors that are likely
to contribute or undermine the persistence of benefits after the project ends. Some of these factors might be
outcomes of the project, i.e. stronger institutional capacities, legal frameworks, socio-economic incentives /or
public awareness. Other factors will include contextual circumstances or developments that are not outcomes of
the project but that are relevant to the sustainability of outcomes..

Rating system for sustainability sub-criteria. On each of the dimensions of sustainability of the project outcomes
will be rated as follows:
e Likely (L): There are no risks affecting this dimension of sustainability.

e Moderately Likely (ML): There are moderate risks that affect this dimension of sustainability.
e Moderately Unlikely (MU): There are significant risks that affect this dimension of sustainability
¢ Unlikely (U): There are severe risks that affect this dimension of sustainability.
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All the risk dimensions of sustainability are critical. Therefore, overall rating for sustainability will not be higher
than the rating of the dimension with lowest ratings. For example, if a project has an Unlikely rating in either of the
dimensions then its overall rating cannot be higher than Unlikely, regardless of whether higher ratings in other
dimensions of sustainability produce a higher average.

RATINGS OF PROJECT M&E

Monitoring is a continuing function that uses systematic collection of data on specified indicators to provide
management and the main stakeholders of an ongoing project with indications of the extent of progress and
achievement of objectives and progress in the use of allocated funds. Evaluation is the systematic and objective
assessment of an on-going or completed project, its design, implementation and results. Project evaluation may
involve the definition of appropriate standards, the examination of performance against those standards, and an
assessment of actual and expected results.

The Project monitoring and evaluation system will be rated on ‘M&E Design’, ‘M&E Plan Implementation’ and
‘Budgeting and Funding for M&E activities’ as follows:

Highly Satisfactory (HS): There were no shortcomings in the project M&E system.

Satisfactory (S): There were minor shortcomings in the project M&E system.

Moderately Satisfactory (MS): There were moderate shortcomings in the project M&E system.

Moderately Unsatisfactory (MU): There were significant shortcomings in the project M&E system.

Unsatisfactory (U): There were major shortcomings in the project M&E system.

Highly Unsatisfactory (HU): The Project had no M&E system.

“M&E plan implementation” will be considered a critical parameter for the overall assessment of the M&E system.
The overall rating for the M&E systems will not be higher than the rating on “M&E plan implementation.”

All other ratings will be on the GEF six point scale.

GEF Performance Description Alternative description on the same scale
HS = Highly Satisfactory Excellent
S = Satisfactory Well above average
MS = Moderately Satisfactory Average
MU = Moderately Unsatisfactory Below Average
0] = Unsatisfactory Poor
HU = Highly Unsatisfactory Very poor (Appalling)
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Co-financing (basic data to be supplied to the consultant for verification)

*Other is referred to contributions mobilized for the project from other multilateral agencies, bilateral

IA own Government Other* (mill Total (mill US$) Total
Co financing Financing (mill (mill US$) US$) Disbursement
(Type/Source) US$) (mlll US$)
Planned Actual | Planned Actual | Planned Actual | Planned Actual Planned Actual

- Grants
- Loans/Concessional
(compared to market
rate)
- Credits

- Equity investments

- In-kind support

- Other (*)

3. Totals

development cooperation agencies, NGOs, the private sector and beneficiaries.

Leveraged Resources. Leveraged resources are additional resources—beyond those committed to the
project itself at the time of approval—that are mobilized later as a direct result of the project. Leveraged
resources can be financial or in-kind and they may be from other donors, NGO’s, foundations, governments,
communities or the private sector. Please briefly describe the resources the project has leveraged since
inception and indicate how these resources are contributing to the project’s ultimate objective.

Table showing final actual project expenditure by activity to be supplied by the UNEP Fund
management Officer. (insert here)
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Review of the Draft Report. Draft reports submitted to UNEP EOU are shared with the corresponding Programme or
Project Officer and his or her supervisor for initial review and consultation. The DGEF staff and senior Executing
Agency staff provide comments on the draft evaluation report. They may provide feedback on any errors of fact and
may highlight the significance of such errors in any conclusions. The consultation also seeks agreement on the findings
and recommendations. UNEP EOU collates the review comments and provides them to the evaluators for their
consideration in preparing the final version of the report. General comments on the draft report with respect to
compliance with these TOR are shared with the reviewer.

Quality Assessment of the Evaluation Report. All UNEP GEF Reports are subject to quality assessments by UNEP
EOU. These apply GEF Office of Evaluation quality assessment and are used as a tool for providing structured feedback
to the evaluator.

The quality of the draft evaluation report is assessed and rated against the following criteria:

GEF Report Quality Criteria UNEP EOU Rating
Assessment

A. Did the report present an assessment of relevant outcomes and achievement of
project objectives in the context of the focal area program indicators if applicable?

B. Was the report consistent and the evidence complete and convincing and were the
ratings substantiated when used?

C. Did the report present a sound assessment of sustainability of outcomes?

D. Were the lessons and recommendations supported by the evidence presented?

E. Did the report include the actual project costs (total and per activity) and actual co-
financing used?

F. Did the report include an assessment of the quality of the project M&E system and its
use for project management?

G. Quality of the lessons: Were lessons readily applicable in other contexts? Did they
suggest prescriptive action?

H. Quality of the recommendations: Did recommendations specify the actions necessary
to correct existing conditions or improve operations (‘who?’ ‘what?’ ‘where?’ ‘when?)’.
Can they be implemented? Did the recommendations specify a goal and an associated
performance indicator?

I. Was the report well written? (clear English language and grammar)

J. Did the report structure follow EOU guidelines, were all requested Annexes included?

K. Were all evaluation aspects specified in the TORs adequately addressed?

L. Was the report delivered in a timely manner

GEF Quality of the MTE report = 0.3*(A + B) + 0.1*(C+D+E+F)
EOU assessment of MTE report = 0.3*%(G + H) + 0.1*(I+J+K+L)
Combined quality Rating = (2* ‘GEF EO’ rating + EOU rating)/3

The Totals are rounded and converted to the scale of HS to HU

Rating system for quality of terminal evaluation reports:
A number rating 1-6 is used for each criterion: Highly Satisfactory = 6, Satisfactory = 5, Moderately Satisfactory = 4,
Moderately Unsatisfactory = 3, Unsatisfactory = 2, Highly Unsatisfactory = 1, and unable to assess = 0.
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Minimum Requirement 1: Project Design of M&E?20
All projects must include a concrete and fully budgeted monitoring and evaluation plan by the time of Work Program
entry (full-sized projects) or CEO approval (medium-sized projects). This plan must contain at a minimum:

e SMART (see below) indicators for project implementation, or, if no indicators are identified, an alternative
plan for monitoring that will deliver reliable and valid information to management

e SMART indicators for results (outcomes and, if applicable, impacts), and, where appropriate, corporate-level
indicators

e A project baseline, with:
a. adescription of the problem to address
b. indicator data

c. or, if major baseline indicators are not identified, an alternative plan for addressing this within one
year of implementation

e An M&E Plan with identification of reviews and evaluations which will be undertaken, such as mid-term
reviews or evaluations of activities

e An organizational setup and budgets for monitoring and evaluation.

Minimum Requirement 2: Application of Project M&E
¢ Project monitoring and supervision will include implementation of the M&E plan, comprising:

Use of SMART indicators for implementation (or provision of a reasonable explanation if not used)

Use of SMART indicators for results (or provision of a reasonable explanation if not used)

Fully established baseline for the project and data compiled to review progress

e Evaluations are undertaken as planned

e Operational organizational setup for M&E and budgets spent as planned.
SMART INDICATORS GEF projects and programs should monitor using relevant performance indicators. The
monitoring system should be “SMART”:

1.Specific: The system captures the essence of the desired result by clearly and directly relating to achieving
an objective, and only that objective.

2.Measurable: The monitoring system and its indicators are unambiguously specified so that all parties agree
on what the system covers and there are practical ways to measure the indicators and results.

3.Achievable and Attributable: The system identifies what changes are anticipated as a result of the
intervention and whether the result(s) are realistic. Attribution requires that changes in the targeted
developmental issue can be linked to the intervention.

4.Relevant and Realistic: The system establishes levels of performance that are likely to be achieved in a
practical manner, and that reflect the expectations of stakeholders.

5.Time-bound, Timely, Trackable, and Targeted: The system allows progress to be tracked in a cost-
effective manner at desired frequency for a set period, with clear identification of the particular stakeholder
group to be impacted by the project or program.

2 http://gefweb.org/MonitoringandEval uation/M EPoliciesProcedures/M EPT ool s/ meptstandards.htm
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Annex 5 - LIST OF INTENDED ADDITIONAL RECIPIENTS FOR THE TERMINAL EVALUATION

Name

Government Officials

Affiliation

Email

GEF Focal Point(s)

Executing Agency
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APPENDIX 10: DECISION-MAKING FLOWCHART AND ORGANIZATIONAL CHART
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APPENDIX 11: TERMS OF REFERENCE

Project Coordinator Terms of Reference
Job Description

Project: Reducing global and local environmental risks from primary mercury mining in
Khaidarkan, the Kyrgyz Republic

Post title: Project Coordinator

Duration: 24 Months

Date Required: 1 July 2012

Duty station: Bishkek, Kyrgyz Republic

Counterpart: State Agency for Environmental Protection and Forestry

Duties: Working within the State Agency for Environmental Protection and Forestry premises and with
recruited experts, the Project Coordinator will be responsible for the supervision, coordination and execution,
of the above mentioned project. The main duties are as follows:

Main Duty Output Timing
Elaborate a detailed work plan and budget for the MSP Work Plan and For cpnmderatlon at.the 1
; meeting of the Steering
project. budget

Group

Liaise with the parties participating and countries in the
project and assist them to:

e establish national coordinating mechanisms (NCCs)
e link project activities to related sub-project institutions

Terms of Reference
for NCCs

NCCs established and
operational

At project start to provide
national representatives for
the Steering Committee

Prepare, in consultation with SAEP, and UNEP, draft Terms of
Reference for the experts to be contracted in the context of
the MSP project

Draft Terms of
Reference

For consideration at the 1st
meeting of the Steering
Group

Provide a secretariat function for the Project Steering
Committee of the project including:

¢ prepare necessary documents and logistics for the meetings
of the Committee;

o facilitate meetings, providing progress and draft technical
papers for consideration

e prepare formal reports of meetings

Meeting papers and
Reports

Meetings of the Steering
Committee are envisaged at
the inception and late stage
(2 meetings) of the MSP
implementation. Exact
timing to be determined in
the work plan.

Prepare, in conformity with the project document, periodic
progress and financial reports of the project

Progress and
financial reports in
UNEP format

Terminal report of
the MSP project

At the end of each semester

Within 60 days of the end of
the MSP project

Coordinate, in close collaboration with the UNEP, all activities
under the MSP project, as stated in appendix 5 of the project
document

Regular supervision
and coordination

24 months

Prepare in collaboration with UNEP recruited expert(s);
a. to analyse Hg monitoring in agreed media;
b. to assess the environmental and health impact of mercury
mining in the region;
c. to further assess the alternatives to gold mining ;

d. contract with expert lab to analyse samples from
contaminated sites;

e. other tasks as indicated in Appendix 5

Series of
environmental and
health assessments
relevant for decision
making officers;

During the second year of
the project
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Expected Outputs/ Outcomes
e Approved biennial and terminal progress and financial reports in UNEP formats as specified in the
project document

Terms of Reference for experts to be recruited for the project

Terms of Reference for National Coordinating Committees linked to the project

Coordination and final delivery of reports as stated in Appendix 8 of the Project document

Terminal report to UNEP

Final written outputs will be required in English.

Reporting
The Coordinator will report to UNEP, Steering Committee, Partner countries and SSC.

Qualifications
At least 7 years experience with proven records as Project Coordinator in the field of heavy metals
releases.
Expert knowledgeable on the following matters:
e Knowledge of analysis of mercury management or research;
e Knowledge of good practices to mercury and experience in setting up a coordination mechanism for
mercury management;
e Familiarity with the Toolkit for Identification and Quantification of Mercury Releases and mercury
Convention papers (including COP decisions);

e Familiarity with the regulation and standards of the mercury;
e Familiarity with the mercury processes and available technologies.

Language:
Excellent command of spoken and written Russian and English

Background

The duties and tasks of the Coordinator as set out above are derived from the project document approved
by the GEF.
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KYRGYZ REPUBLIC KbIPI'bI3 PECITYEJNUKACLIHBIH
STATE AGENCY ON ENVIRONMENT OKMOTYHO KAPAUITYY
PROTECTION AND FORESTRY KYPYAIT TYPTAH YOHPOHY KOPIOO
HAHA TOKOH YAPBACHI BOIOHYA
MAMJIEKETTHK ATEHTTHK

720001, Bishkek, 228 Toktogul str. 720001, r. Buwxer, ToxToryn xeuecy, 228
Tel: + (996-312) 54-52-82, Ten. +(996-312) 54-52-82,
Fax: + (996-312) 35-31-02 daxe: +(996-312) 35-31-02
E — mail: min-eco @ elcat. kg E — mail: min-eco (@ elcat. kg

No (74 J4l7J%F
10, 44 44

Ms. Maryam Niamir-Fuller

Director, UNEP GEF Coordination Office
United Nations Environment Programme
Nairobi, Kenya

Dear Ms. Maryam Niamir-Fuller

The State Agency for Environmental Protection and Forestry of the Kyrgyz
Republic is determined to provide co-financing for the GEF mercury project in the
form of in-kind (non-financial) contribution up to US$ 100,000 in the form of
expertise, hosting of the project management unit, facilitation of project meetings,
participation of the Osh-Batken department on environmental protection in the
project activities and inputs to remedial and risk reduction measures at Khaidarkan.

Sincerely,

Baianbek Kadyrov
Director
State Agency on Environment Protection
and Forestry of Kyrgyz Republic

N© 0000107
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APPENDIX 14: DRAFT PROCUREMENT PLAN

77



APPENDIX 15: TRACKING TOOLS
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