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request for project preparation grant (PPG)

Project Type: Medium-sized Project
the GEF Trust Fund
Submission date: 25 March 2009
GEF Project ID
:
GEF Agency Project ID: 4279
Country(ies): Montenegro
Project Title: Catalyzing financial sustainability of the PA system in Montenegro
GEF Agency(ies): UNDP
Other Executing partner(s): Ministry of Tourism and Environment 
GEF Focal Area(s):  FORMDROPDOWN 
Biodiversity 
GEF-4 Strategic program(s): BD-SP1 
name of parent/program/umbrella project (if applicable): NA 
a.   Project preparation Timeframe 

	Start date of PPG
	April 2009

	Completion date of PPG
	September 2009


B. Past project preparation activities ($)  
NA
C.  proposed project preparation activities ($)

	The PPG is requested to finance three components critical for the preparation of the MSP:

Component 1. Detailed assessment of the policy and legal environment in the area of PA financing: 
Preparatory activities under this component will be directly contributing to the design of the Component I of the expected MSP (“Enabling regulatory and policy environment”) and will result in the following outputs: (i) information gathered and analyzed on the state of funding of the PA system, the funding gap, missing regulations and policies, revenue generation mechanisms and effectiveness of current PA system; (ii) outline of barrier-removal approaches for the project to take up with respect to legal and policy gaps; (iii) UNDP/GEF Financial Scorecard Finalized.  Specifically, the preparatory activities under this component will include an assessment of:

1. Assess available financing: central budget allocations; regional budgets (if any); external donor funding; income generated and retained by PAs (broken down by source – tourism, entrance fees, concessions, others). 

2. Assess needed financing: basic operating and investment costs. Estimated needs for optimal management of PAs and their biodiversity. Identify the financial gap. 

3. Confirm the current legislative basis for the protected area financing. Present in detail laws and policies to facilitate PA revenue diversification, their strengths and weaknesses. 

4. Identify ways to optimize government expenditure (to rationalize it based on cost-effectiveness of site management and ecological importance of sites).

5. Analyze roles and responsibilities of national, municipal, NGO and private sector actors in PA financing and management.

6. Assess staff salaries and incentives for site managers and associates including incentives for enforcement activities.

7. Asses the current fee-setting procedure: how PAs set fees/charges in tourism, regulated hunting, recreation, catering.

8. Assess legal pre-requisites for PA’s to establish and manage own funds, to apply for and manage donor funding and EU pre-accession funds.

9. Assess current macro-level fiscal instruments such as taxes on tourism and water or tax incentives – and whether those could be earmarked specifically for protected areas. 

10. Assess the legal basis for delegation of PA management and associated financial management for private use of protected areas assets, co-management by NGOs or local communities, including the potential for establishment and management of private reserves,

11. Compile on the basis of the above the UNDP/GEF Financial Scorecard, taking stock of information available from the preparation of the UNDP/GEF PAS project.
12. Develop Terms of Reference for specialists that will be involved in the drafting of the 5-year PA Funding Plan.

Component 2. Feasibility studies for various revenue-generation options and increasing cost-effectiveness at macro- and site-levels:
These preparatory activities are key for defining the detailed barrier-removal strategy and specifics of Components 2 and 3 of the proposed MSP. The outputs will be: (i) extended checklist of all current and potential revenue mechanisms for PAs; their weaknesses and opportunities; (ii) demonstration sites for economic vlauation identified, brief economic valuation of resources and ecosystem functions carried out; (iii) procedures and agreements obtained for the revenue-generation pilots; (iv) capacity building plan for the project (to facilitate Component 3, output 2); (v) project strategy clarified for Component 2, in terms of what mechanisms can be best demonstrated at what types of PAs, and at macro-level. Specifically, this component will: 
1. Review the data available on existing sources of funding with special attention to opportunities and needs of protected categories other than national parks.

2. Analyze the feasibility of establish an endowment or sinking fund, use of debt-for-nature, and Kyoto mechanisms to generate revenue for the protected area system. The feasibility analysis will review existing or planned environmental funds in Montenegro and examine the potential for their utilization in this context.

3. Establish the methodologies for the economic valuation studies to be conducted at the 6 sites, and identify the specific 6 protected areas
 for which they will be done. Criteria for methodology will be based on 1) best available practices, 2) comparability with other economic valuation studies conducted in the Balkans or on similar ecosystems, 3) ease of extrapolation of results to the entire protected areas system, 4) a focus on use values but including non-use values as well, and 5) cost effectiveness of methods.

4. Develop initial assessment of ecosystem services at the 6 pilot sites – menu of services. The project will consider a menu of typical “hidden” environmental goods and services at a site-level, which currently are not exploited or are poorly exploited but potentially could bring additional income for protected areas in Montenegro. Examples of such environmental services/goods may be: nature based tourism, agro-tourism, specific types of recreation (caving, rafting), interpretation, catering (accommodation and restaurant); PES (such as clean water provision, flood-retention and pollution retention by wetlands, security against soil erosion, maintaining bird populations as a means to fight insect pests); cultivation of types of foods/crops/grasses/trees/non-timber forest products currently not cultivated but that could be cultivated in a biodiversity-friendly fashion; sustainable fishing and hunting; setting aside land to sell emission offsets through the Kyoto mechanisms and REDD schemes, etc.). For each demonstration site, the final menu will be limited to only 4-5 most promising environmental services/goods with highest potential to bring income for the site. Further economic valuation studies and integration of results in actual business planning goes beyond the PPG and constitutes part of MSP.

5. For PES pilot (watershed and pharmaceutical services) in the Tara River BR: define procedures and regulations that need to be in place to start a PES project: set charges level, put in place a charge enforcement scheme; clarify collection time and mode; prepare draft agreements between the Tara River BR and payers; outline the management structures within the BR and its buffer zone in place to safeguard the non-deterioration of the services. 

6. Determination, in consultations with stakeholders, of specific locations and stakeholders for the implementation of pilots in nature based tourism. This will be done in collaboration with partner projects (e.g. Biking and Hiking) to determine best locations in and around the Tara River Biosphere Reserve to provide nature based and agro- tourism opportunities (restaurants, B&B, interpretation, traditional farm visits, etc.) Conduct a preliminary assessment of the baseline situation for these stakeholder groups in terms of actual financial benefits from the protected area or biodiversity resources and basic attitudes toward the protected area and resources currently being used.  This data collection will be coordinated with and fed into the economic studies in the MSP.

7. Review of studies on carrying capacity and sustainable use for common Non-Timber Forest Products (NTFPs) and hunting in the Balkan area – identify key population variables necessary to assure sustainability and determine if the possibilities for data collection will be adequate to avoid negative impacts on biodiversity with a “sustainable use” approach.  Choose the products and species with the highest chance of success combined with the highest value to the local communities.  Through discussions with project partners working on multiple use forest management and the PAS project, select specific pilot areas in the Tara River Biosphere Reserve.
8. Assessment of the financial management capacity and training needs for the Public Enterprise National Parks (PENP) and other PAS institutions. This includes a review of existing financial projection methods and procedures, cost accounting and reporting, coordination with the management effectiveness support process being developed by the PAS project.

9. Develop terms of references for setting up the Help Desk at the Public Enterprise National Parks of Montenegro and/or Institute for Nature Protection (INP) 
10. Develop terms of references for the development of 6 site business plans (Component III, output 1).

Component 3. Feasibility analysis and budget

PPG funding will be used to assess the feasibility and to develop the detailed budget for the proposed project strategy. Preparatory activities under this component will cover: 
1. Assessment of the social, economic and financial sustainability of proposed project activities;

2. Assessment of the alternatives to the project strategy, establishing the cost effectiveness of the preferred strategy and suite of activities, finalizing the incremental-cost analysis of the project;
3. Development of a replication strategy for project activities;

4. Development of a monitoring and evaluation plan and budget;

5. Costing the expected project outcomes and outputs, identify co-financing sources and secure co-financing commitments



	PPG activities
	Outputs of the PPG Activities
	PPG amount (a)
	Co-financing (b)
	Total, c = a + b

	Component 1. Detailed assessment of the policy and legal and environment in the area of PA financing
	(i) information gathered and analyzed on the state of funding of the PA system, the funding gap, missing regulations and policies, revenue generation mechanisms and effectiveness of current PA system; (ii) outline of barrier-removal approaches for the project to take up with respect to legal and policy gaps; (iii) UNDP/GEF Financial Scorecard Finalized.
	13,500
	14,000
	27,500

	Component 2. Feasibility studies for various revenue-generation options and increasing cost-effectiveness at macro- and site-levels
	(i) extended checklist of all current and potential revenue mechanisms for PAs; their weaknesses and opportunities; (ii) demonstration sites for economic vlauation identified, brief economic valuation of resources and ecosystem functions carried out; (iii) procedures and agreements obtained for the revenue-generation pilots; (iv) capacity building plan for the project (to facilitate Component 3, output 2); (v) project strategy clarified for Component 2, in terms of what mechanisms can be best demonstrated at what types of PAs, and at macro-level.
	21,000
	18,000
	39,000

	Component 3. Feasibility analysis and budget
	(i) cost-effectiveness strategy; (ii) assessment of the social, economic and financial sustainability of proposed project activities; (iii) development of a replication strategy for project activities; (iv) development of a monitoring and evaluation plan and budget; (v) costing the expected  project outcomes and outputs, identify co-financing sources and secure co-financing commitments.
	15,500
	14,000
	29,500

	Total Project Preparation Financing 
	50,000
	46,000
	96,000


D.  Financing plan summary for project preparation grant: ($)
	
	Project Preparation 
	Agency Fee 

	GEF financing 
	50,000
	5,000

	Co-financing 
	46,000
	 

	Total
	96,000
	5,000


E.  PPG  requested by agency(ies), focal area(s) and country(ies) 1      N/A
F.   PPG Budget Request
	Cost Items
	Total Estimated Person Weeks for GEF Grant (PW)


	GEF ($)
	Co-financing ($)
	Total ($)

	Local consultants *
	50
	25,000
	20,000
	45,000

	International consultants*
	4.5
	13,500
	2,000
	15,500

	Travel
	
	3,500
	12,000
	15,500

	Miscellaneous**
	
	8,000
	12,000
	20,000

	Total  PPG Budget
	
	50,000
	46,000
	96,000


* Please see Annex A for Consultant cost details and TOR. 
** Miscellaneous costs involve mainly translation and interpretation costs and minor costs for PPG inception workshop

G.   GEF Agency(ies) Certification

	This request has been prepared in accordance with GEF policies and procedures and meets the GEF criteria for project identification and preparation.


	Agency Coordinator, Agency name
	Signature
	Date 

(Month, day, year)
	Project Contact Person
	Telephone
	Email Address

	Yannick Glemarec, UNDP 
	
	
	Maxim Vergeichik
	+421 905 428 152
	Maxim.vergeichik@undp.org


Annex A

Consultants Financed by the Project Preparation Grant (PPG)
	Position / Titles
	$/

Person Week1 
	Estimated PWs2
	Tasks to be performed

	Local
	
	
	

	Protected area finance and regulations consultant
	500
	15
	The consultant on protected area finance and regulations will perform the following tasks: 

1. Conduct an assessment of the new Law on Nature Protection and any related regulations (by-laws) in preparation with regards to protected areas financing, ecosystem services, including how they relate to each specific category of protected areas. 

2. Produce a report from the assessment that includes: roles and responsibilities of national, municipal, NGO and private sector actors in PA financing and management, salaries and incentives for staff, the legal basis for calculating fees for PAs use (tourism, regulated hunting, recreation, catering, charges for ecosystem services), 

3. Review legal, institutional, and political issues concerning various fundraising mechanisms including donor funding, EU pre-accession funds, macro-level fiscal instruments such as taxes on tourism and water or tax incentives for PAs, 

4. Analyze the feasibility of establish an endowment or sinking fund (or making use of existing or planned funds), use of debt-for-nature, and Kyoto mechanisms to generate revenue for the protected area system.  

5. Examine and report on the regulatory situation regarding opportunities for wetlands and biodiversity mitigation banking or biodiversity offsets,

6. Evaluate the regulatory context for the delegation of PA management and associated financial management for private use of protected areas assets, co-management by NGOs or local communities, including the potential for establishment and management of private reserves,

7. Assess the financial management capacity and training needs for the Public Enterprise National Parks (PENP) and other PAS institutions.  Include a review of financial projection methods, and financial reporting.

8. Develop terms of references for setting up the Help Desk at the Public Enterprise National Parks of Montenegro and/or Institute for Nature Protection (INP) 

9. Develop terms of references for the development of 6 site business plans (Component III, output 1).

10. Develop Terms of Reference for specialists that will be involved in the drafting of the 5-year PA Funding Plan.

11. Present the results in a UNDP/GEF Financial Scorecard with specific recommendations for each task area listed above.  

The consultant will work in coordination with the PAS project consultants as well as the Environmental economics, community conservation consultant and the international specialist.

	Environmental economics consultant
	500
	15
	The consultant on environmental economics will perform the following tasks: 

1. Together with the international specialist on protected area economics and sustainable financing, establish the methodologies for the economic studies

2. Together with the other consultants, the MTE, the PAS project and other project stakeholders, identify the specific 6 protected areas that will be the focus of the economic studies. 

3. Prepare a comprehensive menu of obvious and “hidden” environmental goods and services at each chosen site and describe specifically as possible (without conducting primary research) the types of economic values that these goods and services may represent.  Include the following as a minimum list of such environmental services/goods may be: nature based tourism, agro-tourism, types of recreation (caving, rafting), interpretation (guiding), catering (accommodation and restaurant); payment for ecosystem services (PES, such as clean water provision, flood-retention and pollution remediation by wetlands, security against soil erosion, maintaining bird populations as a means to fight insect pests, etc.), sustainable cultivation and silviculture that could be produced in a biodiversity-friendly fashion; sustainable fishing and hunting; setting aside land to sell emission offsets through the Kyoto mechanisms and REDD schemes, etc.). 

4. Together with the international consultant and the rest of the project preparation team as well as the MTE and other key stakeholder, choose the final menu for the study of 4-5 promising environmental services/goods with highest potential to generate income for each demonstration site.  

5. Together with the international consultant prepare the terms of reference for all economic and PES studies.  

The consultant will work in coordination with the PAS project consultants as well as the protected area finance consultant, community conservation consultant and the international specialist.

	Community conservation consultant
	500
	14
	The community conservation consultant will perform the following tasks: 

1. Determine specific locations and stakeholders for the implementation of pilot projects in nature based tourism and sustainable use in collaboration with partner projects.

2. Conduct a preliminary socio-economic baseline assessment for these areas and the stakeholder groups including actual financial benefits from the protected area or biodiversity resources and basic attitudes toward the protected area and resources currently being used.  

3. Conduct a review of studies on carrying capacity and sustainable use for common NTFPs and hunting in the Balkan area.  In the report, identify key plant and animal population variables required for sustainable management to succeed.

4. Together with the environmental economics consultant and the international specialist as well as key stakeholders, prepare a list of products and species with the highest chance of success and high value to the local communities.  

5. Prepare initial terms of reference for any required studies and training. 

The consultant will work in coordination with the PAS project consultants as well as the protected area finance consultant, environmental economics consultant and the international specialist.

	Other
	500
	6
	Additional tasks might be identified though the PPG process and will be commissioned through short-term consultancies. This will include the costs of the appointment of an independent auditor for the PPG, interpretation services and the cost of facilitators for stakeholder workshops.

	International
	
	
	

	Protected area economics and sustainable financing specialist
	3000
	4.5
	The international protected area economics and sustainable financing specialist will perform the following tasks: 

1. Review baseline information delivered by the local experts. 

2. Advise on international best practices in protected area valuation and sustainable financing approaches.

3. Conduct an initial study on the anticipated financial needs of the expanded protected areas network with special attention to opportunities and needs of protected categories other than national parks.  

4. Assist the local project team in defining the project scope and provide recommendations on the suggested project strategy. 

5. Carry out a cost effectiveness analysis of the project strategy.  

6. Assess global environmental benefits sought from the project. 

7. Propose a project monitoring and evaluation framework with a set of measurable impact and progress indicators.

8. Provide technical and professional support to the local project team in key stakeholder workshops

1. 9.  Support the local project team in the drafting of the MSP Project Document. 


1  Provide dollar amount per person week.
2   Provide person weeks needed to carry out the task and corresponds to the dollar amount per person week in the previous column.
�   Project ID number will be assigned by GEFSEC.  If PIF has already been submitted, please use the same ID number as PIF. 


� Tara River Biosphere Reserve and 2 associated NPs, a potential municipal park, a regional park, a future marine protected area.
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