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1.
INTRODUCTION

The rich natural and biological resource base in Moldova has been threatened in recent decades, by deteriorating economic and socio-economic conditions, particularly in rural areas. Wetlands became a subject of drainage and intensive agriculture. This has meant that local populations have increasingly relied on natural resources for their livelihoods, often unsustainably, and they have few alternative sources of income. Simultaneously there has been a decrease in legislative enforcement, institutional effectiveness and environmental monitoring. Furthermore, a significant reduction in finance has reduced government expenditures for conservation activities. 

BIOTICA Ecological Society, the national NGO of Moldova, has received a grant from the Global Environment Facility (GEF) for a Medium-Sized Project “Biodiversity Conservation in the Lower Dniester Delta Ecosystem”, aimed to support the protection of vulnerable and unique biological system of the Lower Dniester area in Moldova, by creation of the National Park and developing of the ecological network, with a long-term perspective to unite protected areas of Dniester Delta related to Moldova and Ukraine to one transboundary biosphere reserve. 

2.
PROJECT DEVELOPMENT OBJECTIVE

The primary objectives of the Project are to support the protection of vulnerable and unique biological communities within the Lower Dniester area and to improve local communities’ role of advocates for biodiversity conservation at the regional and local levels.

This activity would provide training and financial assistance to local authorities, farmers, NGOs, from the target area to improve their role of environmental advocates at the regional and local levels, by support of their concrete practical environmentally friendly actions. 

3.
SGP OBJECTIVES

The conservation of biodiversity will require support from local communities, agencies not directly involved in the protected areas management. The project includes a small grant program to promote the development of biodiversity-friendly activities that will be implemented in and around the National Park. The small grants program will finance model and other efficient projects for sustainable use of biodiversity activities, to be developed and implemented by local authorities, farmers, living in target area, as well as NGOs, acting in the Project area. This document is an operational manual for implementation of the small grants program that was developed by the PIU with assistance of the World Bank Project Team Leader and approved by the SC at its meeting on __________________. 

The overall objective of the SGP is to demonstrate community-level strategies and management approaches that could reduce pressure on the protected areas and their biological resources, and to reach higher biological diversity, soil erosion prevention, and sustainability for the buffer zone of the National Park. The biodiversity conservation goals will be achieved through replication of successful community-level projects and innovations.

Specific objectives of the SGP include support of the next activities:

· Ecological restoration activity, e.g. creation of vegetated buffer strips along water bodies and watercourses to reduce soil erosion and water pollution, and increase landscape diversity and corridors for flora and fauna;

· Soil and wetland protective activity (forest belts planting, turfing, meadow improvement Organic farming;

· Cultivation of valuable genetic species, including ancestors of wild species, or implementation of modern grazing techniques;   

· Conservation of natural memorials and heritage objects of special value;

· Traditional handicraft activities connected with sustainable use of natural resources;

· Raising public awareness in the role of biodiversity conservation; 

· Demonstration of replicable successful projects and initiatives directed to sustainable development of the National Park area.  

The criteria for Grant financing eligibility under this program are:

· Reduces pressure on the on the protected areas and biological resources of the proposed Lower Dniester National Park;

· Increases biodiversity sustainability and values;

· Improves management of soil, vegetation cover, and natural habitats in all on the lands of different ownership and tenure within the proposed Lower Dniester National Park; 

· Conserves and arranges natural history and ancient memorials;

· Involves local authorities and population in the restoration and conservational activities including support of the welfare about local natural and historical heritage   

· Activity to be implemented inside the proposed protected area or it parts;

· Activity has demonstration value and can be replicated;

· Positive development impact in the target communities;
4.
SGP APPROACH

The SGP builds on partnership and network with local stakeholders to address environmental problems and promote sustainable development in the Project area.  The emphasis of the SGP would be on supporting community-level, and especially three groups’ activities to achieve the global biodiversity conservation objectives of the Project: 

1) Local authorities, 

2) Farmers and their associations, and 

3) NGOs

The design of the SGP in the Lower Dniester region is based on recognition that rural development and the environment are closely linked, and therefore must be addressed in an integrated manner.  It is an integrated process where investments into economic infrastructure and development of alternative sources of livelihoods is combined with empowerment and awareness building of local communities, rather than a set of isolated activities carried out by more affluent groups with no clear linkage to biodiversity conservation on the ground.  

The SGP sub-component under Biodiversity Conservation in the Lower Dniester Delta Ecosystem will support small-scale local initiatives related to biodiversity conservation, which will reduce pressure on the protected areas and biological resources while at the same time improving local livelihoods and enhancing socio-economic development.  The small projects financed by the SGP will be developed and implemented by local authorities, farmers, their associations from the Project area and NGOs, working there. The component would finance model and other effective projects or provide seed funding for sustainable activities that have the potential to develop sustainable and environmental friendly agriculture and land use.  Activities will include the development of model or pilot projects for sustainable development in the Project area. 

There is determined a specific role of every group in the SGP:

1. Local authorities can initiate any project in the frame of SGP in partnership with farmers associations and / or NGOs, but have no right to be an implementing agency for the grant;

2. Farmers and their associations can initiate a project and receive small grant independently or in partnership with other farmers, their associations, other NGOs or local authorities;

3. NGOs can initiate projects in partnership with local authorities, farmers, their associations, other NGOs, especially directed to involvement of different stakeholders to the implementation of sustainable development principles on the local level.

5.
SUB-PROJECT PROCESSING AND RESPONSIBILITIES

	Table: Processing Schedule and Responsibilities

The table below describes the sub-project processing schedule and identifies responsible bodies for each activity.  The specific steps in the processing cycle will be discussed in turn.

	Task/action
	Responsible body
	Timing

	Villages contact and communities’ needs assessment 
	PIU, Project consultants, GSC
	After effectiveness of the program

	Public awareness program on SGP for local communities
	PIU, Project consultants
	Throughout the SGP

	Decision on the new SGP Round priorities to be agreed with the World Bank
	PIU, SC, GSC
	Twice per year

	New SGP Round announcement
	PIU
	Twice per year

	Preparation of the Small Grant Proposals
	Beneficiaries


	Within one month after SGP Round announcement 

	Processing of Proposals, Appraisal, Evaluation and preparation of a list of a sub-projects approved along with one-page evaluation check list and detailed justification of recommendations
	PIU, Project consultants, GSC
	Two weeks period

	Final Approval/Rejection of a Proposal
	PIU
	Three business days

	Notification to Beneficiaries on (not)successful processing of the application and (not)submission of the Proposal to PIU for final approval)
	PIU, GSC
	In five business days after session of the GSC

	Invitation to sign the Small Grant Contract
	PIU
	In five business days after session of the GSC

	Signing of agreements between the SG implementing agency and PIU
	PIU
	Within two weeks following the GSC meeting

	Disbursement under Grants: 60% of the Contract sum - in the first installment; 40% - in second installment, in 5 business days after the interim report approval
	PIU
	On-Going

	Procurement under Grants will be done in accordance with the Guidelines on Procurement under IBRD Loans and IDA Credits by PIU in accordance with the beneficiary request
	PIU, Beneficiaries,


	During implementation of the Small Grant

	Financial monitoring, bookkeeping, reporting during implementation of the Small Grant
	Beneficiaries, PIU
	During implementation of the Small Grant. Interim Report should be presented according to requirement of the Small Grant Contract 

	Implementation of small projects
	Beneficiaries
	In time limits of the Small Grant Contract

	Monitoring and Evaluation of Small Grant Contracts
	PIU, independent monitoring, SC 
	On-going, in parallel to project implementation activities

	Final report preparation, submission and approval 
	PIU
	According to the Small Grant Contract


5.1. Proposal Identification/Formulation 

There are four ways of identifying the small projects:

· Collectively during the community needs assessment, in which specific groups to identify certain activities and thus form and register NGO around the activity. The PIU and consultants will assist in the formulating the Proposal if required. 

· Farmers and Farmers’ associations come up with their specific proposals, which directly address their needs.  The Proposal can be prepared with the assistance of local NGOs.

· Local authorities, being informed on the SGP, propose specific activities under SGP priorities jointly and through NGO(s).

· NGOs, after estimation of the region’ and communities’ needs in field of biodiversity conservation, propose jointly with local authorities activities, and realize them jointly with local authorities and other local stakeholders.

The Proposal should be prepared on a simple format in Moldovan/Romanian or Russian. Proposals should have the following main components:

· Applicants information (i.e. name of organization; name of executors of the project; address and contact information);

· Brief description of the Proposal;

· How it meets biodiversity conservation objectives and alleviates pressures on protected areas and community natural resource base;

· How it meets community priorities and needs;

· Total cost of the project; item wise estimate of funding requirement and applicants self-contribution against it; other co-financing sources and guarantees for it, if any;

· Description of the goods, materials, works and services needed for the grant-funded activity and estimated cost of each item;

· Sources of supply, civil works contractors and names of experts whose assistance will be needed to complete the grant-funded activity;

· Description of expected environmental (and economic) benefits;

· Request for technical assistance and training (if needed);

· Letters of support (optional). 

Proposals should be submitted to the PIU within one month after new SGP Round announcement, the Small Grant Project duration has not accede 12 months.  The PIU will register the submitted Proposal in the Small Grants portfolio database. Every Proposal will be assigned a code in the database that will serve as the Proposal identification number.  The original Proposal will be kept in the main files of the SGP.

In order to ensure the Small Grant Projects sustainability the participation of the community members in design, implementation and follow-up of the Projects will be required. The following factors are critical and should be addressed in preparation of the Small Grant Project Proposals: 

· Correspondence to the main stream target of the SGP;

· Strong community commitment to the project goals and approach; 

· Addressing priority needs of the community and the program. 

5.2 Small Grant Projects Screening 

The Small Grant Project Applications received by the PIU, must be registered and put into a database.  The SC is responsible for screening and prioritization of the Small Grant Project Proposals for approval. The following criteria will be used for prioritization:

· Total sum of the Small Grant Contract should not exceed $5,000, preferably less; 

· Small Grant Project should meet the SGP typology and project biodiversity conservation objectives; 

· Small Grant Project will be implemented by eligible groups; 

· Small Grant Project has positive development impact in the biodiversity issues and target communities; 

· Exists Applicants’ contribution, at least “in kind”;

· Small Grant Project Proposal includes the required documentation;

· Small Grant Project activities are replicable at the wider base; 

· Priority should be given to villages, where pressures on the biodiversity and natural resources base are highest.

Applications that meet the screening criteria will be submitted to SGC for appraisal.

5.3 Small project appraisal

The GSC includes consultants contracted by PIU to assess technical, financial, environmental and social feasibility of small projects, representatives of the central and local authorities, other grant-making organizations, as appropriate.  The GSC can visit target communities to assess the capacity of the community to implement the small project, and to ensure that all conditions are in place for transparent use of funds. The composition of GSC for each round of SGP has to be adopted by SC and agreed with WB. 

GSC has to estimate submitted Small Grant Project Proposals and to recommend those ones having highest rating for approval. Based on the appraisal evaluation and project’s rating, the GSC will make the decision whether to reject, recommend to approve or to require modifications of the Small Grant Project Proposal.  There may be three options of the GSC decision regarding the Small Grant Project Proposal:

· To recommend for approval – the Small Grant Project Proposal will be submitted to PIU for final decision and to initiate Small Grant Contract signing;

· To recommend for conditional approval - if GSC has recommendations for modification of Small Grant Project design to better address the Project objectives and to meet the Project needs. PIU will inform the Implementing Small Grant Project Agency on the amendments to project design and upon reaching an agreement on the matter with the applicant, will approve the proposed project and will initiate the Small Grant Contract signing;

· To reject - if the SC decides to reject the Small Grant Project Proposal. It has to be recorded in the minutes of the GSC meeting, describing reasons for rejection. The letter of rejection must be sent by PIU to the Small Grant Project Proponent within five business days after GSC decision. 

5.4 Small Grant Project approval

PIU Manager in agreement with WB takes the final decision on the Small Grant Project Proposal approval on the basis of the GSC proposal. Letter of approval must be sent by PIU to the Small Grant Project Proponent within five business days after decision taken, inviting the Small Grant Project Proponent to sign the Small Grant Contract.

6.
CRITERIA FOR SELECTING THE TARGET COMMUNITIES 

6.1 Geographical focus

The geographical locations, which are eligible for the SGP activities:  Copanca, Gradinita, Plop Stiubei, Popeasca, Talmaza, Cioburciu, Crocmaz, Olanesti, Tudora, Rascaieti, Purcari şi Palanca. NGOs from the other localities of Moldova, which activity covers the project area, are also eligible as partners of local implementing agencies.

6.2 Target groups

There are three main target groups eligible for applying for SGP funds:

· Local authorities – Mayor offices and local councils of the villages (are eligible as partners of farmers associations and other NGOs);

· Farmers and their Associations. They have to be formally established, those having already established legal status, must send the State Registration Certificate to the PIU. Farms can be registered in the village major office without creation of legal entity in accordance with the Law on Peasants’ (Farmers’) Enterprise. 

· A local (national or regional) NGO registered in the country, which will act on behalf of requesting community.  When the community does not have the institutional capacity to implement a small project, and there is a local or regional NGO acceptable to the local authorities, then the local authorities may enter into agreement with such an intermediary to act as the implementing agency on behalf of them. An NGO may also act as an implementing agency when it presents the Small Grant Project Proposal on behalf of a farmers group, their association or local authorities.  The letter of authorization from the local authorities or group of farmers is required to be presented with the Small Grant Project Proposal.

7.
SMALL GRANT PROJECT IMPLEMENTATION

7.1 Grant Disbursements

Grants will be disbursed in two installments: (a) 60 percent upon the PIU receipt of a copy of Small Grant Contract signed by the implementing agency; (b) 40 percent upon approval of the interim report. 

The basis for disbursement is the agreed schedule of payments, linked to satisfactory achievement of Small Grant Project benchmarks proved by furnishing to the PIU all records relating to the Small Grant Project implementation, including financial statements with substantiating documents such as copies of original bills, invoices, receipts, contracts, proof of payments. The grant recipient shall notify the PIU in writing of any anticipated delays in achieving the established milestones and the reason for it.

In case of purchasing of goods and minor works, the PIU will make direct payments to a vendor of goods or services according to the “Procurement under IBRD Loans and IDA Credits” (1999)   Guidelines. For direct payments made by the PIU, to third party contractors, the Bank’s customary documentary requirements for invoices, purchase orders, etc. would be retained.

Expenditure of grant funds must adhere to the specific line items in the grant recipient's approved budget. The PIU may withhold scheduled payments in the event that the grant recipient's expenditure reports show large cash balance in the grant account, or may delay the next scheduled grant payment. 

There may be savings under a grant for various reasons, including non-execution of some activities but especially because of good purchasing practices.  In consultation with the PIU, these savings can be used for other activities within the scope of the grant. All taxes, duties, fines, legal damages or other amounts which may become payable as a result of the payments or other activities will be responsibility of the Small Grant Project Implementation Unit. 

7.2 Financial Management

(a) Accounting

The Small Grant Project beneficiary will be required to open an account at a bank acceptable to the PIU and that has been opened and is utilized by the recipients solely for the purpose of the grant on terms and conditions satisfactory to the PIU, including appropriate protection against set-off, seizure and attachment.  Payments out of the bank account shall be made exclusively for eligible expenditures of the Small Grant Project.  

The Small Grant Project beneficiary must record all receipts and expenditures of grant funds separately from the grant recipient's other funds.  Such records shall include accurate, current and complete disclosure of the grant project income and expenditures and shall include documentation (including purchase orders, invoices, receipts, justifications for vendor selections, etc.) to substantiate all costs incurred by the grant project.  

Financial books, records, grant project financial statements, any substantiating documents such as original bills, invoices, receipts, etc., and any other records pertinent to the grant project, including the books, records and financial statements, shall be retained by the grant recipient for a period of at least one year after the Bank has received the audit report for the fiscal year in which the last withdrawal from the loan/credit/grant was made.  The grant recipient shall, at such time as the PIU shall reasonably request, furnish to the PIU or agent thereof all such records relating to the grant project.  Such maintenance of records will assist in periodic financial supervision as well as auditing.  

(b)  Forbidden Expenses

Under no circumstances may grant funds be used for the following purposes: 

· Advertising, except as authorized by the supported project proposal.
· Contributions to reserves in connection with contingencies.
· Entertainment, including: banquets, cultural programs; ceremonies and expenses connected with them, such as treating guests and lodging; rental, transportation, and tips.
· Pay interest payments, give out loans.
· Fundraising
· Investment consultation, with the intent of increasing income from investments.
· Payment of losses brought about by more expenses than income on any other projects.
· Deduction of amortization funds on equipment or capacity, purchased on funds from a current or previous SGP fund
· Penalties, debts, the manufacture of alcoholic drinks and tobacco products.
· Purchase of land or buildings.
(c) Auditing

The PIU will undertake periodic financial audits of the small grant.  Grant recipients are expected to co-operate fully with the auditor of the Small Grant Project as appointed by the PIU and will make available to the auditor whatever records, documentation and other information is requested by the auditor in connection with the audit of the project, including the financial books, records and financial statements of the grant recipient relating to the Small Grant Project.

If it is determined by the PIU, that the grant recipient has failed to comply with the Small Grant terms and conditions, the PIU may terminate the grant at any of time by oral or written notice to the grant recipient.  Termination means that the grant recipient will be obliged to reimburse the PIU all funds received. 

(d) Close-out of the grant

Upon receipt of the final financial and progress reports from the grant recipient, the PIU will initiate procedures to close out the grant.  Close-out procedures include obtaining and approving all required financial and progress reports, disbursing any outstanding grant payments, and ensuring that any unexpended grant funds are refunded to the PIU. All grant requirements remain in full force and effect until the grant recipient receives a close-out letter from the PIU indicating that all obligations have been satisfied.
7.3 Procurement

The PIU will be responsible for the procurement of goods, services and minor works under the SGP using the World Bank procurement procedures, the grant recipients will be responsible for execution of works, accounting and reporting. 

7.4 Reporting

(a) Interim  report

The Interim Report prepared by the grant recipient has to describe the achieved results and benchmarks, specifies the further sub-project actions, identifies any problems and suggests the ways to eliminate them, and describes the expected results at the completion of the Small Grant Project, together with a financial report and any supporting documentation (copies of original bills, invoices, receipts, contracts, proof of payments). 

(b) Final report

On the completion of the Small Grant Project the recipient shall provide a final report to the PIU. This will include the results of the project, identifying the successes and failures and a full accounting of how the funding was utilized and procurement procedures was met. The final report describes ecological, social and economic results achieved during performance of the project, the successes and reasons for failure if any, conclusions and recommendations for future work and projects.  

The PIU will maintain a record of all community grant's financial transactions in a centrally located Accounting Book, accessible to Project staff and to general public.  
The PIU will review the interim and final reports, including financial ones, and may make a decision on returning them to grant recipient for further revision and clarification or submits it to the PIU to determine whether the grantee has achieved its stated goals and specific objectives.  Depending on the nature of the project, the PIU can hire an independent expert who will carry out an evaluation act of the project.  If the project has been implemented in accordance to criteria described in the guidelines, the PIU approves the grant completion.  

7.5 Monitoring

The PIU will develop a set of performance indicators for sub-projects that would support the effective monitoring and evaluation of the SGP.  The computerized monitoring system will be set up in the SGP office to track the sub-projects portfolio, flow of funds, budgeting and follow-up evaluation using indicators described below. The monitoring system will support the management and monitoring of the technical and financial/procurement execution of sub-projects and the information requirements for the SGP management, PIU, and the World Bank or other donors.  The monitoring system will be used to generate semi-annual reports to the SC.  The following indicators will be used for monitoring the SGP performance:

· number of beneficiaries;

· number of staff per beneficiaries;

· % of Small Grant Projects appraised, approved, completed;

· % of Small Grant Projects implemented by local authorities;

· % of Small Grant Projects implemented by farmers and farmers’ associations;

· % of Small Grant Projects implemented by NGOs and with advice of NGOs;

· % of Small Grant Projects that established local associations; 

· % of Small Grant Projects with the community contribution higher than 15%;

· % of Small Grant Projects with the changes in Small Grant Contract amounts/arrangements.

8. COOPERATION WITH THE OTHER GRANT-MAKING AGENCIES

In case of reaching agreement of participation in the SGP of other than WB agencies (REC, etc.), their representatives by their agreement will be included into the decision making process by involving to the Grant Selection Committee for project proposals evaluation, as well as to the monitoring of the on-going projects.
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