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STRATEGIC CONTEXT

A. COUNTRY CONTEXT

1. Guinea is one of Africa’s poorest countries. Home to 10.6 million people, it is a fragile
country with an annual per capita of US$460. Over the past decade, the country has witnessed
political instability coupled with military take-over. The presidential election of November 7,
2010 marked the return of the country to constitutional rule after the army seized power on De-
cember 23, 2008. After a difficult period of military transition, the first democratically elected
president and the new political context paved the way for economic opportunities for Guinea. Sev-
eral reforms were introduced and Guinea reached the completion point for the Heavily Indebted
Poor Countries (HIPC) Initiative in September 2012. This debt cancellation amounted to $2.13
billion reducing Guinea’s total debt, from 65.9 percent of GDP in 2011 to 19 percent of GDP in
2012. The political transition was completed with the legislative elections that took place on Sep-
tember 28, 2013. However, political dispute erupted during the President's term and Members of
Parliament (MPs) belonging to the opposition groups withdrew from Parliament for about a year,
a few months after the beginning of their term. Ethno-political strains have been and will remain a
major threat to stability. For example, there were a number of violent clashes between anti-
government activists and security forces in the period leading to the Presidential election. Follow-
ing pressure from the United Nations, the Government and opposition leaders agreed to resume
talks in early June 2015. As a result, the MPs of the opposition returned to Parliament and, in ac-
cordance with the constitutional calendar, the new Presidential election was held on October 11,
2015. President Alpha Conde was re-elected, and it is expected that ongoing reforms will be pur-
sued, along with the steady implementation of the post-Ebola recovery plan.

2. From the economic standpoint, mining and agriculture are the dominant sectors of Guinea.
The mining sector consists of large-scale mining of bauxite, aluminum, and gold; in 2013, it ac-
counted for about 20 percent of GDP, 80 percent of foreign currency earnings, and 20 to 25 per-
cent of government revenues. That same year, the agriculture sector represented 20 percent of
GDP. The implementation of the 2012-2014 economic and financial programs, supported by the
IMF Extended Credit Facility, helped to reduce macroeconomic imbalance. Real GDP grew by 3.9
percent in 2011 and reached 3.8 percent in 2012, compared with 1.9 percent in 2010. However,
real GDP growth slowed down to 2.3 percent in 2013, due to a combination of external shocks and
delays in mining investment, coupled with internal political factors. For 2014, GDP growth rate
was 1.1 percent compared to 2.4 percent expected. In 2015, economic growth was stagnant, with
GDP growth estimated at 0.1 percent. Thus, over the past two years, Guinea’s economic growth
has been sluggish due to a combination of factors, including the Ebola crisis, declining commodity
prices and political uncertainty in the wake of the presidential election. The agriculture sector,
however, has been more resilient than expected and has been the main driver of economic growth;
it prevented the economy from negative growth in 2015. In 2016, economic growth is expected to
rebound to 4 percent, driven by strong agricultural growth and, improved electricity provision that
will support industrial and service sectors with the return of international investors to Guinea.
However, given the severity of the shocks that have hit Guinea during the period 2014-15 and con-
tinued depressed commaodity prices, the recovery will be gradual.

3. Poverty has increased steadily. The 2012 Limited Poverty Evaluation Survey showed that
55 percent of the population was considered to be poor, compared with 53 percent in 2007 and 49



percent in 2002. As is typical for many of the Sub-Saharan African countries, most of the poor are
still living in rural areas with a poverty rate of 65 percent against 32 percent in urban areas in
2012. In the meantime, poverty is increasing in urban areas, mainly because of the increase in
prices of essential goods, the exodus of the rural population, and the employment crisis.

4. It is important to note that Guinea’s economic growth has increasingly become dependent
on resource extraction. Mining does not create many direct jobs, and it creates pressures from
elites and groups that aim to monopolize political and economic institutions in order to capture
these rents, thereby leading to increased income inequalities. To deal with this issue, the govern-
ment will have to inter alia transfer more resources to local communities, increase institutional
capacity at the local level to manage these government resources transparently and efficiently,
reinforce bottom-up social accountability, promote a diversified, inclusive growth and invest in
the development of local human capital.

5. In addition, Guinea has been facing a deadly Ebola virus disease outbreak since mid-
February 2014 resulting in 2,078 dead out of 3,338 affected (62.3 percent of confirmed cases) in
mid-September 2015, which has had serious socio-economic implications in the country and par-
ticularly in rural areas. Because of recent significant progress in the fight against the epidemic,
including a successful vaccine trial over a large sample of people, Guinea was declared Ebola-free
by WHO in December 29, 2015 and would be celebrating the end of its 90-day heightened surveil-
lance period at the end of March. However, on March 17, 2016, the government reported two new
Ebola cases. The country is still suffering from the after-effects of the disease and bringing the
epidemic under control, preventing its recurrence and addressing its social and economic impact
has become an urgent development issue.

B. SECTORAL AND INSTITUTIONAL CONTEXT
The decentralization process in Guinea

6. Historically, Guinea has been a centralized state with all major economic decisions being
taken in the capital. The personnel of technical Ministries serving in the countryside are recruited
and paid by the central government in Conakry. Most civil servants prefer to live in the capital and
often abandon their posts in remote areas outside the capital because living conditions are less
favorable. Discipline within the civil service is not enforced and sanctions are rarely taken. Guin-
ea’s citizens, especially the ones living in the countryside have not been empowered to challenge
public institutions that deliver poor services. Further, the existing rules are not always applied, and
it is not uncommon for citizens to face transaction costs when accessing public services. Limita-
tions to service delivery in remote areas relate to lack of both financial and qualified human re-
sources, which remain largely concentrated at the central level.

7. The process of decentralization began in the 1980s with the adoption of laws related to the
organization and operation of decentralized local authorities. These local authorities consist of
elected boards that are vested with legal and financial autonomy. Decentralized entities are Collec-
tivités Locales which include Urban Communes (CU) and Rural Communes (CR). The country
now has seven administrative regions and the special zone of Conakry, 33 prefectures, 38 urban
municipalities, and 304 rural communes covering in total 2,300 rural districts. Municipalities are
governed by a municipal council headed by an elected mayor and cover 33 areas of competency



that include among others: land-use planning, economic development, social, educational, devel-
opment of natural resources, etc. In addition, some institutional and regulatory instruments are in
place and govern local governance and local development. The following are the most important
of those instruments:

8. The Local Government Code / Code des Collectivités Local (CCL), adopted in 2006, fo-
cuses among others, on administrative decentralization. The code creates a local public service and
provides local authorities with the responsibility to recruit, supervise, and manage the decentral-
ized staff. It also gives important responsibilities to the CRs for the management of local budget
and technical sectors (rural development, health, education etc.). The CCL is currently being re-
vised to clarify the magnitude of these responsibilities and the transfer of planned resources to
local governments.

9. The National Policy Letter on Decentralization and Local Development (LPN / DDL),
adopted in March 2012, is the government’s roadmap for decentralization and local development.
It is divided into five areas: (i) territorial development; (ii) deconcentration and decentralization;
(iii) capacity building for decentralized stakeholders; (iv) fiscal decentralization, with the decision
on a minimum percentage of the state budget to be allocated to municipal budgets, revision of lo-
cal taxation and the establishment of a local development funding mechanism; and (v) piloting of
decentralization.

10.  The new Mining Code (2011), amended in 2013, provides: (i) the mandatory signature of a
local development agreement between a mining company and neighboring local communities,
which regulates mining companies’ financial contribution to local development; (ii) the creation of
a Local Development Fund (LDF) replenished by tax revenues from mining companies; (iii) the
introduction of the direct payment of annual taxes calculated according to mining companies’ ex-
ploitation area and new tax revenue to each municipality concerned; and (iv) the allocation of a 15
percent mining tax to the financing of a local development fund targeting all rural com-
munes(CRs) in the country according to a distribution key yet to be defined.

11.  With regard to current issues related to Decentralization and Local Development in Guin-
ea, it is worth noting that, while the process of decentralization is certainly moving, it is however
slow and mainly happening through the support of the country’s diverse technical and financial
partners. Moreover, local entities are in need of legitimacy because their electoral mandates are
extending far beyond the constitutional term. Thus, they remain hopeful that the State will organ-
ize new local elections in 2016, which would reinforce territorial governance and constitute a key
element of State reforms. Should these local elections materialize, the ThirdVillage Community
Support Project (PACV3) would contribute to the consolidation of local governments, thereby
advancing the decentralization process.

12.  The Village Communities Support Program (PACV) - In 1998, with support from external
partners including the World Bank, a national program for local development and decentralization
support (the PACV), was developed. The program’s objective was to strengthen local governance
in rural Guinea and promote social and economic empowerment of the rural population, including
women, youth and other marginalized groups. It specifically aimed to support the Rural Com-
munes (CR) in the performance of their tasks as follows: (i) identify and prioritize services needed
by the communities through a participatory approach; (ii) build and manage their infrastructures;




(iif) mobilize and seamlessly use their financial resources. The program was designed in three
phases of four years each.

13.  The first phase (or "initiation" phase, PACV1), lasted ten years (2000-2009) and cost
US$38.7 million, of which US$22 million from IDA. It was co-financed by the Agence frangaise
de développement (AFD), International Fund for Agricultural Development (IFAD), the World
Bank, the Government of Guinea (GoG), and contributions from beneficiaries. It covered 159 Ru-
ral Communes and funded 371 Annual Investment Programs (AIP) corresponding to 1,084 micro-
projects (education, health, village water supply, agriculture, etc.). It enabled: (i) The emergence
of municipal competencies; (ii) the establishment of a participatory approach to planning; (iii) a
more professional and transparent management of budgets; and (iv) a better governance of local
development actions. The methods and tools applicable to community-driven development (CDD)
were tested during this first phase.

14.  The second phase (PACV2) lasted five years (2009-2014) and cost US$46.3 million in
total, of which US$17.4 million from IDA. It was also co-financed by AFD, IFAD, the WB, the
GoG, and contributions from beneficiaries. Project coverage was extended to the entire country
(304 rural municipalities). It contributed to further capacity-building in planning, management and
monitoring of all communes and funded 311 AIPs corresponding to 481 micro-projects in the are-
as of basic social services and market infrastructures. The PACV became a national benchmark for
local development and decentralization. .

15.  The third phase (PACV3) will begin in 2016 and end in 2020. It is intended to consolidate
the program and sustain its gains by establishing a national funding mechanism and sustainable
technical support to local communities. This national funding mechanism would rely on an
Etablissement public & caractére administratif (EPA) to be established, and through which gov-
ernment funds would be channeled. Thus, the EPA would benefit from secure domestic financial
resources, especially through the implementation of the funding provisions of the Mining Code
(the 2013 - Amendment allows for the allocation of 15 percent of the mining companies’ revenue
to local development).

16.  Guinea has the advantage of a clear vision for decentralization through the LPN/DDL and
a legal framework that defines the implementation of decentralization. Despite such advantages,
however, several efforts remain to be done, especially in the area of financing. For instance, in
2014, it was estimated that the Government of Guinea transferred to local authorities about 49
billion GNF (or 0.4 percent of the national budget). National budget transfer in Guinea is low
compared to neighboring countries such as Benin where local communities receive the equivalent
of 4 percent of the national budget. Moreover, while in Guinea local communities receive transfers
from the national budget for current expenditures only, in a country like Benin, Government’s
transfers to local communities are both for current and capital expenditures. Guinea’s local com-
munities are also characterized by a low level of local resources mobilization. It has been estimat-
ed that local tax revenues represent approximately the equivalent of US$2 per capita and per year.
Thus, moving forward, to increase financial resources for local communities, it will be important
for the Government to improve on national budget transfers to local communities and step up its
support to these communities to mobilizes more resources.



C. HIGHER LEVEL OBJECTIVES TO WHICH THE PROJECT CONTRIBUTES

17.  The Project directly contributes to the Government’s vision of poverty reduction in the
rural sector and contributes to its Post-Ebola Priority Action Plan. It also pursues the objectives of
the World Bank’s Country Partnership Strategy (CPS) of: (i) overcoming fragility and laying the
foundation for long-term stability; (ii) laying the foundation for good governance; (iii) promoting
diversified and inclusive growth; and (iv) strengthening human capital. PACV3 can be expected to
strengthen local governance and participation and thereby promote the rule of law and control of
corruption at the local level. Through the decentralization process, local accountability networks
will be built up that can challenge public institutions and locally-elected officials. Operating and
maintenance of rural infrastructure and basic service delivery will be improved through participa-
tory execution of ongoing local development plans. Human capital will be strengthened through
tailor-made on-the-job training activities for local actors that are members of a variety of man-
agement committees, civil servants of line ministries and staff of regional and local administra-
tions. All of this is aligned with the Government’s “Program for State Reform and Administration
Modernization” (PREMA) under which the High Commission for State Reform and Administra-
tion Modernization (HCREMA) was created. The HCREMA is charged with facilitation and co-
ordination of public sector reforms and creation of a platform for participation and collaboration
with civil society. Finally, inclusion of PACV3 in the World Bank’s partnership strategy for Guin-
ea is the outcome of the performance and learning review of the CPS of July 18, 2015 where it
was decided that the World Bank Group will become more engaged in deepening and consolidat-
ing the decentralization process by focusing on local development in order to improve the condi-
tions of the rural population and on achieving shared growth. As such, the Project seeks to
strengthen resilience at the local level and will assist the GoG in deploying its local development
fund.

1. PROJECT DEVELOPMENT OBJECTIVE

A. PDO

The objective of the Project is to strengthen the local government financing system and
improve local service delivery in rural communes and to provide an immediate and effective
response in the event of an Eligible Emergency or Crisis.

B. PROJECT BENEFICIARIES

18.  The direct beneficiaries of PACV3 will be the rural population living in the targeted Rural
Communes (CRs) where through the National Local Development Fund (FNDL) additional re-
sources and technical support will be made available to: (i) complement micro-projects financed
under PACV?2; (ii) assist CRs touched by Ebola for post-crisis recovery; (iii) support micro-
projects in natural resources management and small scale irrigation; and (iv) strengthen CRs in
mining areas to deal with their special challenges. Additional beneficiaries will be community
leaders, elected officials and civil servants at all levels participating in training and capacity build-
ing activities.



19. PDO Level Results Indicators

I. Funds from FNDL are executed by CRs

ii. Number of CRs using PACV’s participatory budgeting, and monitoring and evaluation
system

iii. Beneficiaries that feel project investments reflected their needs
iv. Number of direct beneficiaries (disaggregated by gender).

1. PROJECT DESCRIPTION

A. LENDING INSTRUMENT, PROGRAM OBJECTIVES AND PHASES

20.  The Village Communities Support Program was initially conceived as an Adaptable Pro-
gram Loan (APL) with three phases of four years each. It was supported by IDA, AFD and IFAD.
The long-term programmatic objective of the APL series was to strengthen local governance in
rural Guinea and promote social and economic empowerment of the rural population, including
women, youth, and other marginalized groups. The long-term vision of the program was that, up-
on completion of its final phase, local communities and their local government representatives
would have developed: (i) the capability to identify, prioritize, plan, and manage their own infra-
structure and service delivery; (ii) the capacity to mobilize and use transparently the resources
necessary to finance the establishment, rehabilitation, and maintenance of basic community infra-
structure; (iii) the ability to oversee the implementation, operation, and continued maintenance of
community infrastructure, either by contracting private firms or through the support of the de-
concentrated government services; and (iv) the capacity to sustain development efforts and en-
hance good governance practices.

21.  The first phase starting in 2000 began a learning process for implementing decentralized
rural development by supporting local infrastructure investments and institutional reforms. The
project’s development objectives (PDO) were to (i) establish an operationally effective and effi-
cient decentralized system for local development, and (ii) increase access of the rural population to
basic infrastructure and services. Results of Phase 1 were positive and access to basic social ser-
vices, including health, education, and potable water through the successful completion of com-
munity micro-projects was improved. Progress towards the PACV’s overall objective of strength-
ening local governance and promoting the rural population’s social and economic empowerment
(including that of women and youth) was deemed satisfactory.

22.  Phase 11, starting in 2007 consisted in an expansion of the Project to cover all 304 Rural
Development Communities (Communautés Rurales de Développement — CRD) or Communes Ru-
rales (CR). The PDO of Phase Il was to enable CRs to fulfill their mandate by planning and im-
plementing inclusive local development activities, and improving revenue performance to sustain
their recurrent costs. The range of eligible micro-projects was increased to include all types of
socio-economic infrastructure of a public nature, complemented by a short negative list. Phase 11
succeeded in developing and validating a local tax revenue generation strategy and in assigning
Community Receivers (Receveurs Communautaires) to all the beneficiary CRs to strengthen local
expenditures and revenue generation capacity. Furthermore, a mechanism for intergovernmental
fiscal transfer of recurrent expenditures to the CRs was also established and is functional. Howev-



er, actual funds transferred are less than budgeted. To boost local resources, a new mining code
that dedicates 15 percent of mining revenues to finance the budgets of all local governments has
been developed but is not yet operational. Finally, a legislation that defines the roles and responsi-
bilities of the deconcentrated territorial administration and technical staff in specific sectors has
been reviewed and harmonized with the provisions in the Code des Collectivités Locales (CCL).
The implementation of the CCL would bring about major changes in the roles and responsibilities
of government institutions, financing arrangements, staffing and accountability mechanisms.

B. PROJECT COMPONENTS

23.  PACV3 will not be just a repeater of the first two phases, but is conceived as an operation
that focuses on ensuring the long term sustainability of the achievements of the first two phases by
promoting policy dialogue and putting in place sustainable mechanisms for long-term local com-
munity participation. To achieve this, the Project will focus on the consolidation of Guinea’s de-
centralization reforms and the institutionalization of the mechanisms and organizational structures
to ensure sustainable and high quality support to participatory processes at the community level.
The focus is on “soft” aspects and completing/consolidating earlier local investments which have a
high pay-off rather than on building new additional infrastructure (”hard” aspects) at the village
level.

24, IDA’s PACV3 is a companion project to PACV3 of the French Development Agency
(AFD) which became effective in September 2015. The two operations will be managed by the
same Project Coordination Unit (CNC) and will be closely coordinated under parallel financing.
The Project will also collaborate closely on the capacity building side with a sectoral program of
the European Union (EU) to strengthen decentralization and deconcentration.

25.  The Project will have four components: (1) a local investment fund with specific financing
windows; (2) institution and capacity building for sustainable local governance and community
participation; (3) project management and enhanced participatory monitoring and evaluation; and
(4) immediate response mechanism. See Annex 2 for details.

26.  Component 1: Local Investment Fund (US$4.5 Million). The aim of this component is
to finance a series of small investments (sub-projects) in the form of Sub-grants in selected CRs
through the Local Investment Fund (LIF). The LIF will be the mechanism for transferring funds to
CRs and once transferred will be managed by the local communities. A total of 170 CRs with their
specific types of small investments were selected based on the following criteria: (a) need to com-
plement past investments in micro-projects and NRM; (b) incidence of the Ebola Epidemic; and
(c) need to develop partnerships between CRs and mining companies. These criteria were agreed
during appraisal and a list of the CRs with the corresponding types of small investments will be
included in the Project Implementation Manual (PIM). In addition, the PIM will specify that: (a)
sub-projects must be included in the CRs’ local development plan and its corresponding annual
investment program; (b) they can be initiated by the selected CRs in collaboration with CNC; (c)
they must be economically, financially and technically viable; and (d) they must be in compliance
with standards defined in the applicable laws and sectoral policies of GoG relating to health, safe-
ty, and environmental protection. Each sup-project will be carried out pursuant to a Sub-Project
Grant Agreement to be concluded between CNC on behalf of the Borrower and the selected CR
under terms and conditions described in the PIM. The template Sub-Project Grant Agreement de-
fines inter alia all the obligations recipient CRs have towards CNC and GoG. The PIM as well as



the template Sub-Project Agreement have to be satisfactory to IDA. The National Coordination
Unit has financed similar investments in the past all over the country and all of these investments
will be implemented following PACV’s procedures that are described in detail in the PIM.t The
technical and fiduciary review of the activities are placed at the appropriate level in support of the
subsidiary principle. The budget allocations to various CRs under this component were discussed
during project preparation and finalized during appraisal. The investment envelope per CR will be
made known at the outset so that they can be incorporated into existing local development plans.
As in the past, the CRs will manage these funds to implement their activities and will be responsi-
ble for contract management, monitoring and evaluation, operation and required maintenance of
the investments.

27.  The following sub-components will be financed under component 1:

= Complementary investments in PACV2 micro-projects (US$1.0 million)
= Micro-projects in CRs most affected by the Ebola Epidemic (US$1.5 million)

e Inter-community micro-projects in natural resources management (NRM) and bio-
diversity protection (US$1.0 million).

= Micro-projects in CRs located in mining areas (US$ 1.0 million).

28.  Component 2: Institution and Capacity Building for Sustainable Local Governance
and Community Participation (US$9.0 Million). The objective of this component is to set up
sustainable mechanisms for long-term local development financing and community participation,
particularly through the consolidation of Guinea’s decentralization reforms and the institutionali-
zation of the mechanisms and organizational structures to ensure: a) sustainable local development
financing and b) high quality support to participatory processes at the community level. Specifi-
cally, the Project will support policy dialogue and the necessary studies concerning: (i) the crea-
tion and operation of a National Fund for Local Development (FNDL); (ii) the creation of a na-
tional government agency (EPA) to manage the FNDL and to provide technical assistance to CRs;
and (i) the transfer of adequate financial resources from the national to the local level (using the
legal provisions of the Mining Code) and the mobilization of local resources through better tax
collection. This fiscal transfer will also be supported by the Bank through its policy dialogue with
GoG in the context of budget support or policy operations. In addition, on a pilot scale, technical
staff from line Ministries at local level that so far report to the Sub-Prefect will be detached to the
Mayor’s office in selected CRs. The capacity building activities under this component will (a)
address the technical and fiduciary skills needed at the different decentralized levels to implement
local development activities, (b) strengthen community empowerment through training of villagers
in participatory budgeting and M&E, and (c) support the Government in developing and imple-
menting the details of the legal framework for further fiscal and administrative decentralization as
envisioned in the Code des Collectivités Locales Activities under this component will be carried
out at national, regional and local levels.

29. Component 2 will be implemented through 4 sub-components:
e Institution building for long-term local development financing

e Pilot scheme for management of technical staff at CR level by Mayor



e  Capacity building of central and deconcentrated public services of key sectoral minis-
tries to improve support to local communities

e Capacity building of CRs to improve citizen engagement/participation in planning,
management and evaluation of services

30. Component 3: Project Coordination and Management (US$1.5 Million). Project im-
plementation, as under the previous two phases, is the responsibility of the National Coordination
Unit (Cellule nationale de coordination — CNC). Procedures concerning administrative and finan-
cial management will be adapted to the new financing framework (parallel financing instead of
joint financing). Nevertheless, the CNC will prepare annual work plans and budgets for IDA and
AFD in a unified manner that shows what is being financed by each donor. The Project will use
the same monitoring and evaluation (M&E) system as under PACV2, but appropriate instruments
and indicators for certain new aspects regarding participatory budgeting and monitoring and eval-
uation will be added. In the meantime, to accelerate the process of national appropriation a formal
partnership will be established with the unit in charge of monitoring the implementation of the
LPN-DDL. For this purpose, specific support will be provided to the different units charged with
M&E inside key sectoral Ministries that are involved in data generation and analysis in relation
with the M&E system of PACV3.

31. A communications strategy and an action plan will be developed to fully capitalize all es-
sential information regarding PACV3 approach, the overall results of the program, and lessons
learned. This will include information regarding the process of transparent planning and gender
dimensions. The information will be obtained from key sectoral ministries, rural communities, bi-
and multilateral partners, and local and international NGOs. To carry out these activities, a posi-
tion for a communication specialist will be created inside CNC and paid for by the Project.

32. Component 4: Immediate Response Mechanism (IRM). This zero budget sub-
component establishes a disaster contingency fund that could be triggered in the event of a natural
disaster through formal declaration of a national emergency, or upon a formal request from GoG.
In such a case, funds from the unallocated expenditure category or from other project components
would be re-allocated to finance emergency response expenditures to meet emergency needs. In
order to ensure the proper implementation of this component, the Borrower shall prepare and fur-
nish to IDA an operations manual that describes in detail the implementation arrangements for the
IRM and that is satisfactory to IDA.

C. PROJECT FINANCING

33.  The Project will be financed through an IDA Credit of US$15 million equivalent under an
Investment Project Financing instrument. The Bank support is planned for four years (2016-20).
The IDA contribution would consist of investment project financing of SDR 10.7 million (US$15
million equivalent) for the Republic of Guinea, to be made available upon effectiveness and dis-



bursed on the basis of a withdrawal applications®. The estimated budgets for the different compo-

nents are detailed below:

Project Cost and Financing (million US$)?

. Project IDA %
Project Components . . i .
cost Financing Financing

1. Local Investment Fund 4.50 90% 32%
2. Institution and Capacity Building for Sus-
tainable Local Governance and Community 9.0 100% 58%
Participation
3. Project Coordination and Management 1.5 100% 10%
4. Immediate Response Mechanism 0.0 100% 0%
Total Costs 15.00
Total Financing Required 15.00 97%

D. LESSONS LEARNED AND REFLECTED IN THE PROJECT DESIGN

34. Experience gained in Guinea and elsewhere in Africa over the last two decades shows that
successful local community driven development projects should be: (i) designed, formulated, and
implemented by communities, based on their needs and resources.; (ii) relatively small and not
technically overly complex; and (iii) based on resources, accountability and responsibilities being
transferred to local governments. Sustainability of operation and maintenance of physical assets
created requires special attention to organizational and institutional arrangements, capacity build-
ing (high-quality, timely training), and financing (revenue collection and cost-sharing mecha-
nisms, and willingness and ability to pay). In addition, a number of key lessons were learned from
the PACV2 Implementation Completion and Results Report (ICR) of June 2015. They are inter-
alia: (i) the involvement of decentralized institutions in planning and implementing community
activities does not necessarily mean that a decentralization policy will be adopted in the various
sectors; (i) increasing the local tax revenues available to the CRs is not simply the result of estab-
lishing market infrastructure or implementing income-generating activities; it also depends on the
development of civil society and good governance at the local level; (iii) participatory budgeting
and M&E are key project management tools that should be widely used by local stakeholders to
effectively drive the local development process; and (iv) ensuring inclusive local planning and
development with a special focus on gender and marginalized groups is necessary to ensure equi-
table distribution of development benefits.

! The credits will be financed under regular IDA credit terms, with a 38-year maturity including a 06-year grace
period.

2 Micro-projects financed under the Local Investment Fund will receive 90% of costs. 10% will be financed by the
CR (8% in kind and 2% in money)
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35. However, the principal lesson of the PACV 1 and 2 is that its long-term impact and sus-
tainability is questionable. The Program so far has had too much of a “project/program” orienta-
tion and is overly dependent on support from international donors. The key staff supporting local
communities and local governments, namely the Local Development Agents (ADLSs), are paid by
external projects and therefore not institutionalized and permanent. Furthermore, it is evident that
a key constraint to a viable local government system is the lack of resources to sustain its basic
functioning. The revenue base at the local level is insufficient and without a system of intra-
governmental transfers a local government system cannot function. Such a transfer system is man-
dated in the Code des Collectivités Locales but is only slowly being put in place. Also, the provi-
sions of the new Code Minier (2011), amended in 2013 that stipulates that a National Local De-
velopment Fund (Fonds de Développement Local) be created and funded by mining revenue is not
yet operational. What is needed at this juncture is political resolve at the highest level of Govern-
ment in order to complete the necessary reforms related to local government financing and gov-
ernment decentralization and deconcentration of services by line Ministries. This requires that
creation of a viable local government system at the municipal level is put high on the policy agen-
da of the Government and its international finance partners. The above lessons have been incorpo-
rated into the design of PACV3.

V. IMPLEMENTATION

A. INSTITUTIONAL AND IMPLEMENTATION ARRANGEMENTS

36. Partnership arrangements. IDA’s support to PACV3 complements AFD’s financing of
its third phase of PACV which became effective in September 2015. The AFD project is a contin-
uation and consolidation of its previous involvement. The parallel financing is for Euro 15.0 mil-
lion and covers (i) small infrastructure investments through the local investment fund; (ii) institu-
tional support to local development; and (iii) support for project management. The European Un-
ion (UE) finances a Sectoral Program in support of Decentralization and Deconcentration and the
International Fund for Agricultural Development (IFAD) that used to co-finance PACV2, current-
ly focuses on Agriculture Value Chains Development in directly supporting the Confederation
Nationale des Organizations Paysannes de Guinée (CNOP-G), one of the key producers organiza-
tions in Guinea’s agricultural sector. IFC is heavily involved with the mining sector, especially the
Simandou iron ore project that would greatly impact a significant number of CRs. Concrete col-
laboration modalities, including joint project support and supervision missions and similar pro-
gress reporting requirements, have been agreed upon with AFD and during appraisal the team
sought to clarify how best to coordinate activities with EU, IFAD and IFC.

37. Institutional Arrangements. The key institutions involved in PACV3 are at (i) the na-
tional level: the Ministry of Territorial Management and Decentralization (MATD) with the Na-
tional Directorate of Decentralization (DND) and National Directorate of Local Development
(DNDL); the Steering Committee (SC); the Technical Committee (TC), and the National Coordi-
nation Unit (CNC); (ii) the regional level: regional project support teams (Equipes régionales
d’appui - ERA); the regional directorates of the Ministry of Plan, regional technical services in
support of local governments (Service Regional d’Appui aux Collectivités et de Coordination des
ONG — SERACCO); (iii) the prefectural level: the prefectural development services (Service Pré-
fectoral de Développement — SPD), prefectural local development agents (Agent de Développe-
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ment Local Préfectoral — ADLP), and the prefectural development council; and at (iv) the CR lev-
el: the rural commune with its Mayor and his counselors, the different local committees for trans-
parency, operation and maintenance, procurement, etc., and the local development agents (Agent
de Développement Local — ADL). A diagram showing the institutional framework for project im-
plementation is in Annex 3, Diagram A 3.1.

38. Implementation Arrangements. Implementation arrangements for PACV3 will substan-
tially be the same as in the past until the National Local Development Fund (FNDL) and the gov-
ernment agency (EPA) managing this fund would have been created and become operational in
form and substance acceptable to the Association. Overall oversight is with MATD. A Steering
Committee provides policy guidance and approves the annual work program and budget, and a
technical committee (Comité Technique d’Exécution — CTE) brings together on a regular basis all
the representatives of the different components and activities. The Steering Committee, its compo-
sition, tasks and organization are defined in the Arrete N.O0O1/MATD/CAB/2015 of February 6,
2015. The SC is chaired by MATD and the CNC provides the secretariat. During negotiations, the
set-up of the SC was reviewed to ensure that (i) members are or will be selected nominally, and
(i) that there is continuity and representation at the appropriate level. Overall Project management
and coordination are the responsibility of the Project Implementation Unit (CNC). The staffing of
the CNC will comprise, inter alia, a national coordinator, a technical specialist responsible of op-
erations, a financial manager, an accountant, a procurement specialist, an internal auditor, a safe-
guards policy specialist, and an M&E specialist. The CNC shall be maintained at all times during
Project implementation with functions, resources and staffing satisfactory to IDA. CNC is also
responsible for Component 1 and sub-component 2.3. DND and DNDL will be in charge of the
technical execution of all other activities related to Component 2 (Capacity building for sustaina-
ble local governance and community participation). At the regional, prefectural and local level, it
is the ADLs that advice local communities on all non-technical aspects of preparing their local
development and annual investment plans. Advice on technical matters is provided by SERACCO
and SPD, and if they don’t have the capacity CRs call on private contractors to provide the neces-
sary services. The Project Implementation Manual (PIM) detailing administrative, procurement,
financial management, safeguards, monitoring and evaluation procedures and arrangements for the
Project as well as eligibility criteria and procedures for the selection of Subprojects and a template
Subproject Agreement will be finalized not later than two months after the Effective Date. A dia-
gram showing the institutional framework for project implementation is in Annex 3, A3.1. The
moment the National Local Development Fund (FNDL) and the national government agency
(EPA) managing this fund have been created and become operational, the functions of PACV will
be absorbed by this new agency. The modalities for this transformation of the Project/Program
based PACV into a permanent government agency are currently being studied. The Project in-
cludes start-up funds to enable the successor public agency to PACV to take off once it has been
legally created.

39. Knowledge management and communication strategy. Given that this is the final phase
of PACV, special attention will be given to capitalizing the experiences that were gained and to
widely share the results. For this, a professional communication strategy and an action plan will be
developed that uses inter alia mass media (TV, press and radio) at the national level and local ra-
dio at the community level. As mentioned before, a knowledge management and communication
specialist will be added to the CNC.
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B. MONITORING AND EVALUATION OF OUTCOMES AND RESULTS

40. General characteristics. The M&E system will be a result-based framework, conceived as
a management tool, and emphasizing project impacts and outcomes, as well as the regular moni-
toring of inputs and outputs covering the three project components. The PACV3 monitoring and
evaluation system will build upon the system set up during the implementation of phase 2. To en-
sure the sustainability of the M&E functions that were developed during the two preceding phases
and to integrate them into the decentralization and deconcentration process, specific indicators for
the M&E system of the national policy letter (LPN-DDL) will be developed in close consultation
with Guinea’s donors and the entities charged with piloting the national decentralization policy.
Building upon pilot experiences under PACV2, PACV3 will increase the use of participatory
planning and M&E tools.

41. Institutional arrangements. At the national level, the M&E team of CNC will lead all as-
pects of monitoring and evaluation and provide operational tools and instruments for data collec-
tion at the regional and local levels. Furthermore, the team will assist local governments in moni-
toring the implementation of their respective local development plans (LDPs). It will collect and
validate upstream reports and monitoring information from the regional M&E specialists (/ERAS)
and from each of the national institutions involved in project activities, to facilitate decision-
making processes. In addition, the Project will seek the harmonization and integration of the Pro-
ject’s M&E system with the national and sectoral M&E system. Within an exit strategy perspec-
tive, deliberate efforts will be made to fully empower national institutions in the monitoring and
evaluation of the Project’s outcomes, ensuring that the system is strongly linked to the national
M&E system for the LPN-DDL.

C. SUSTAINABILITY

42.  PACV3 has been designed with sustainability as its primary objective. Both components
for capacity building and complementary investments in past micro-projects aim at strengthening
the ability of all actors in local governance and development to assume their respective roles. With
participatory planning and M&E, civil society will have more possibilities to check the actions of
locally elected officials and to ensure that resources are widely used for the benefit of all. In the
short run, the set-up under PACV3 should ensure sustainability of project actions. However, long-
er-term, a viable local government system and decentralized participatory local development is
only feasible and sustainable if: (i) local elections are held as soon as possible and regularly; (ii)
the necessary budgetary transfers from the national to the local level are carried out to allow local
governments to function; and (iii) technical support to the decentralization effort, so far largely
provided by externally-funded project staff, has been institutionalized. In this respect, the local
elections planned for the second half of 2016, and the creation of a public agency (Etablissement
Public a Caractere Administratif — EPA) entrusted with intergovernmental resource transfers
(mining taxes) and technical staff to advice CRs will be critical.
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V.

43.
the

KEY RISKS

A. OVERALL RISK RATING AND EXPLANATION OF KEY RISKS

The Systematic Operations Risk-rating Tool (SORT) has been used to evaluate risks across
PACV3 and will continue to be used to monitor risks during implementation. The table below

summarizes and rates the major risks associated with the Project.

Risk Category Rating

1. Political and Governance Substantial
2. Macroeconomic Substantial
3. Sector Strategies and Policies Moderate
4. Technical Design of Project or Program Low

5. Institutional Capacity for Implementation and Sustainability Moderate
6. Fiduciary Substantial
7. Environment and Social Low

8. Stakeholders Moderate
9. Other

OVERALL Moderate

44. The overall risk of the Project is moderate. The political and governance risk is substantial

due to the difficult socio-political and economic environment under which the Project will be
implemented. Local elections now planned for the second half of 2016 have been repeatedly
postponed and it remains to be seen how strong the political will is: (i) to institute govern-
ment transfers from the national to the local level; and (ii) to create the National Local Devel-
opment Fund (FNDL) and the public agency to take over from PACV and to manage the
FNDL. Meanwhile, these risks to the exit strategy of the Project are mitigated by the fact that
Guinea’s three major international development partners (IDA, AFD and EU) are closely col-
laborating and supporting the Government to advance on its decentralization and local devel-
opment policy agenda. In addition, through policy dialogue in the context of a budget support
or development policy operations, coupled with the ongoing PFM reforms supported by the
Economic Governance TA and Capacity Building Project, the Bank will continue to encour-
age the Government to ensure that financial support for local development from tax revenues
from the mining sector will be forthcoming. Fiduciary risks are addressed inter-alia through a
manual of procedures that sets out clearly roles and responsibilities. It will be complemented
by a simplified manual of procedures for micro-projects which provides simplified tools for
the management of micro-projects including their mode of selection and implementation pro-
Cess.
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45. The country macroeconomic situation remains fragile in view of the high fluctuation and de-
clining prices of primary commodities on the international market alongside the negative
economic impact stemming from the Ebola crisis. The Bank continues to closely monitor
alongside the IMF, that the country maintains its efforts to implement a challenging set of
macroeconomic reforms.

46. The realistic and programmatic design of the Program with its emphasis on capacity building
and complementing past investments, as well as its focus on national ownership and strategic
partnerships, including coordination with other traditional donors and the mining sector’s
support allow some confidence that obstacles can be overcome and risks mitigated. CNC and
its staff are experienced and the Project’s operating procedures, including compliance to envi-
ronmental and social safeguard policies are well tested.

47. All types of local investments and capacity building activities planned under PACV3 have
been undertaken in the past and those planned under this Project will be well implemented.
Furthermore, participatory local development funded under the Project is expected to contrib-
ute to social cohesion and stronger democratic institutions at the local level. Further details on
risk and mitigation measures are provided in Annex 3.

VI. APPRAISAL SUMARY

A. ECONOMIC AND FINANCIAL ANALYSIS

48. The economic and financial analysis of Guinea’s Third Village Community Support Pro-
ject provides the justification for the economic and financial viability of the Project. The Project’s
interventions are expected to generate direct and indirect benefits to target beneficiaries (rural citi-
zen’s and local authorities) through an improvement in social infrastructure as well as implemen-
tation of income generating activities. To ascertain the economic viability of the Project, a cost-
benefit analysis (CBA) technique of evaluating economic viability of investment projects was per-
formed using a 12 percent discount rate, which represented the opportunity cost of capital in
Guinea. The CBA showed that the net economic benefits generated by the Project’s inputs and
outputs resulted in a positive net present value (NPV) of US$54,673 and an economic rate of re-
turn (ERR) of 24 percent.

49. Further analysis (sensitivity analysis) conducted to address the uncertainties associated
with the choice of variables for the CBA also showed that the ERRs and NPVs of the proposed
activities are not sensitive to changes in key variables (sales prices and operating costs), with the
Project’s switching values corresponding to small variations in sales prices or operating costs.
These results clearly show that the Project’s investments are worth undertaking (see Annex 5 for a
detailed analysis).

50. Rationale for public involvement. Decentralization is important for boosting local gov-
ernance and the two previous phases of the PACV in Guinea have demonstrated how this type of
project helps local government entities to remain resilient and fully relevant to take the local de-
velopment forward, including in a challenging socio-political context. Political and institutional
instability can significantly be mitigated by the awareness raising generated by the CDD approach.
Because support to local development is, above all, a public management business, the Govern-
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ment of Guinea is encouraged to take such an agenda forward in partnership with its traditional
donors so that the gains already on the ground could be expanded and sustained.

51.  Value added of the Bank. The World Bank has a convening power and a comparative
advantage in proven access to global knowledge particularly on CDD operations worldwide. The
stock of knowledge gained from the previous two phases of the Project in Guinea, including from
similar operations in the Africa region and worldwide are valuable advantages from which this
Project builds upon and could quickly come up with smart achievements and impacts on local
governance to promote local development. Gender issues, including youth employment, is a grow-
ing challenge for African Governments that are looking for the best panacea for addressing them.
Also, learning from closed or ongoing World Bank interventions and knowledge products on
youth employment as well as large consultations with youth would surely help to come up with a
good financing mechanism model that would make local governance opportunities appealing for
youth participation that the Project would implement. Overall, the Bank’s involvement in the Pro-
ject would contribute to incremental funding and technical expertise required to improve CDD and
decentralization, improve the well-being of the poor by increasing access to social infrastructure
services, create opportunities for youth employment, and foster a policy and institutional environ-
ment for an effective and transformational economic growth at the local level.

B. TECHNICAL

52.  The planned investments under Component 1 are mostly simple infrastructures whose ob-
jective is to consolidate prior investments in socio-economic infrastructures such as school build-
ings and health posts. Their average cost is estimated at US$20,000. They were identified by pro-
ject management based on their database. CRs that were most affected by the Ebola epidemic and
where income generation activities will be financed as well as the CRs located in mining areas and
CRs where previously intercommunity micro-projects were financed, are well known and docu-
mented. A prioritization of eligible CRs has been undertaken and the activities that will be fi-
nanced have already been financed in the past. Hence local artisans and entrepreneurs have suffi-
cient technical knowledge and experience to implement and manage them. The local development
agents (ADL) of the Project will assist CRs in the whole planning and implementation process and
if need be, they can facilitate community access to technical assistance.

53.  The capacity building component covers a wide range of training activities, policy studies,
exchange visits, consultation platforms and support to the launching of the intra-governmental
transfer mechanism and the public agency that will be in charge of it. Project management has
extensive experience in managing training activities through its own trainers and local develop-
ment agents (ADL) and through contracting specialized training providers. It also is well versed in
selecting and supervising work of consultants based on precise terms of reference. PACV3 will
also collaborate closely with the EU supported training center for civil servants and elected offi-
cials (Centre National de Formation et de Perfectionnement des Cadres et des Elus — CNFPCE)
which has developed training modules for the new mayors and their key staff after the elections in
2016. The Inter-ministerial Committee in charge of following up on the implementation of the
National Policy Letter on Decentralization and Local Development will be responsible for all poli-
cy aspects. The PACV will attend sessions of the Steering Committee as observer. Coordinator of
PACYV is the Secretary of this committee.

16



C. FINANCIAL MANAGEMENT

54. PACV3 will be implemented by the Cellule Nationale de Coordination (CNC) and the
National Directorate for Decentralization (DND) that successfully implemented the PACV2.
Overall, CNC will take responsibility on fiduciary aspects of the Project that includes planning,
budgeting, disbursements, accounting, consolidated reporting for project resources, and procure-
ment. Therefore, in line with FM policies of the OP/BP 10.00 on Investment Project Financing,
CNC’s and DND’s financial management system have been assessed to determine whether they
are acceptable to the Bank. The objective of the assessment was thus to determine whether, (i)
CNC and DND still have adequate financial management procedures to ensure that the project
funds will be used for its intended purposes in an efficient and economical way; (ii) the financial
reports will be prepared in an accurate, reliable, and timely manner; and (iii) the Project’s assets
will be safeguarded.

55.  The assessment concluded that the financial management system of the assessed imple-
menting entities is adequate to handle the Project’s FM activities. CNC and DND have successful-
ly implemented the second phase of the Project and have already started implementing the third
phase of PACV financed by the French Development Agency (AFD). At the time of PACV 2 ICR,
all Interim Financial Reports (IFRs) were submitted on time, and last year’s audit reports were
received on time and issued with unqualified audit opinion. In addition, the project team diligently
implemented FM recommendations aimed at improving the FM performance and the internal con-
trol environment. As a result, the last FM supervision mission found as satisfactory the FM per-
formance and as acceptable the financial management system established for PACV2; hence no
significant FM issues were identified that could have significantly undermined the implementing
entities’ ability to properly manage new project funds. In addition, it is worth mentioning that (i)
all involved implementing entities, CNC, DND and associated Regional units are endowed with
seasoned FM staff, all of them fully familiar with World Bank FM procedures, (ii) that team is
supported by an internal auditor, and (iii) the new accounting software installed under its multi-
projects, multi-donors and multi-sites version is adequate to fulfill accounting and reporting re-
quirements under the Project.

56. It is therefore considered that the proposed financial management arrangements within
CNC and DND comply with the World Bank’s requirements under OP/BP10.00 and provide rea-
sonable assurance that the Project’s funds will be used for intended purposes in an efficient and
economical manner.

57. However, in order to strengthen the internal control environment the existing manual will
be updated to take into account the new project specificities and set up and operationalize a com-
plaint handling mechanism at the Project level to manage all complaints received from beneficiar-
ies. The accounting software currently used for AFD financed operations will also be customized
to fit IDA financed operations accounting and reporting needs. With regards to new micro-
projects, the simplified procedures manual developed under the PACV2 will be used and made
available to them and subsequent trainings will be performed before funds are disbursed to said
micro-projects (this should be stated in their respective contracts).
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58.  The residual FM risk is considered Substantial due mainly to the country context and
the complex nature of the Project that will involve many implementing entities both at national
and regional level and communities with relatively low FM capacities. The Bank FM team will
support the accounting team and train them on financial management procedures as needed.

59. During appraisal, questions related to staffing, internal audit, disbursement arrangements
and the set up and operationalization of a complaint handling mechanism at the project level (in-
cluded in the project design) were discussed and agreed upon.

60. FM Conditions and FM covenants:

i. Update of PACV2 procedures manual taking into account PACV3 specificities not
later than two months after effectiveness

ii. Parameterization of the accounting software to fit accounting and reporting needs of
IDA financing not later than one month after effectiveness,

iii. Recruitment of an external financial auditor acceptable to the Bank, 5 months after
effectiveness

61. There will be limited retroactive financing of payments made by the recipient prior to the
legal agreement date. The Government of Guinea will pre-finance eligible expenditures under
components 1, 2, 3 to be procured in line with Bank procurement guidelines. The recipient will
seek reimbursement payments up to US$100,000 made in this context upon project effectiveness.

62.  The detailed financial management arrangements are described in the FM section in Annex
3 (Table A.2 Risk Assessment and Mitigation).

D. PROCUREMENT

63.  The Project Coordination Unit (CNC), for purposes of Project implementation, consists of
the following staff: (i) a National Coordinator; (ii) a Technical Operations Officer; (iii) an Admin-
istrative and Financial Management Specialist; (iv) a Procurement Specialist (PS); and (v) a Pro-
curement Assistant. However, the PS and the Assistant recently moved to other national projects.
A cross support is settled with the Assistant who is accompanying the CNC while the process for
the recruitment of a PS is ongoing.

64.  Responsibility for project implementation is shared among existing government institu-
tions and CRs. The implementation of the Local Investment Fund is the responsibility of CR who
will identify, submit for financing and implement their micro-projects including financial and pro-
curement responsibilities. The first phases demonstrated that by empowering local communities
through a participatory process, existing latent technical and management capacity will be re-
leased, improved and consolidated. The technical knowledge required for the implementation of
basic socio-economic infrastructure has been mostly found in the local communities.

65.  Procurement at the central level will be handled by the CNC, whose procurement capacity
has been evaluated annually during the course of previous phases and has been found satisfactory.
Demand-driven micro-projects financed under the Local Investment Fund will be procured in ac-
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cordance with the provisions of paragraph 3.17 of the procurement guidelines. These guidelines
provide much flexibility for working with Local Governments in as much as procedures are ac-
ceptable to IDA. Procurement procedures for demand-driven micro-projects have been detailed in
the existing Project Implementation Manual and a recently revised Community Procurement Man-
ual. These have proven to ensure transparent and efficient management of local procurement.

66.  As mentioned above, the procurement assessment of the CNC said that the following addi-
tional staff would be added: a procurement specialist and a procurement assistant. In addition, a
technical operational officer seems to be necessary. The additional staffing is deemed necessary to
(i) reinforce the team in scaling-up to national coverage, (ii) address weaknesses in handling pro-
curement processes using World Bank procedures and standard bidding documents, and (iii) en-
sure that procurement activities for the proposed Project are correctly implemented.

67.  The risks identified are: (i) the lack of procurement capacity; (ii) the implementation
manual doesn’t take into account the activities of the proposed Project; and (iii) the need for ca-
pacity building for all staff. The overall project risk from procurement is substantial and is ex-
pected to be moderate once the following mitigation measures are implemented: (i) recruit a
procurement specialist to handle procurement activities and provide training and support to the
staff of the other structures which have to handle procurement activities; (ii) recruit a procure-
ment assistant, (iii) update the Manuals of procedures to take into account the proposed project,
and (iv) train technical staff of all components involved in procurement activities.

E. SOCIAL (INCLUDING SAFEGUARDS)

68. In the process of planning and implementation of local development activities supported
under Component 1, every effort will be made to ensure wide social inclusion involving women,
youth and marginalized groups. A target of a minimum of 50 percent participation of women and
youth in micro-projects and in the various village management committees has been agreed upon
and will be monitored. In addition, lessons from the previous two phases, which were used in the
design, demonstrated that the Project has the ability to create and increase social capital in local
communities and therefore is a powerful tool to improve living conditions and can be expected to
lead to greater transparency and better results of the Project-supported micro-projects.

69.  Citizen engagement (CE) is at the center of this operation. The whole village community is
directly involved in analyzing the socio-economic situation of their community (CR), in defining
their local development plan and in drawing up the annual investment plan. Selected members of
the community are participants of various committees that watch over the implementation process
for the agreed upon small infrastructures projects, including procurement decisions. In addition,
for each such micro-project there is a committee charged with operation and maintenance (O&M).
Finally, PACV3 stands out for its participatory budgeting and M&E set-up. Community members
are empowered to discuss local budget matters and to periodically evaluate the quality of the ser-
vices they receive. An NGO specialized in CE and participatory M&E will be selected to act as a
facilitator and to ensure that beneficiary feedback reaches project management and IDA so that
corrective actions can be taken in a timely manner.
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F. ENVIRONMENT (INCLUDING SAFEGUARDS)

70.  Climate change screening: Project investment activities are in rural areas. They are small
(approximately $50,000 per rural community) and spread over the whole country. Overall, the
proposed Project can be expected to contribute to reducing greenhouse gas (GHG) emissions
through some of the activities under Component 1 - Consolidation and Sustainable O&M, namely
investments in the development of small irrigated areas. It is worth noting that less than 200 ha
will be developed. Therefore, the impact of improving water conservation, increased biomass and
fodder availability is expected to be minimal. Nevertheless, the country as a whole, even while
endowed with significant water resources could be affected by climate trends, leading at times to
prolonged dry seasons and excessive rainfall in certain areas.

71.  Like the previous two phases, PACV3 from an environmental and social safeguard point of
view is considered Category B, whereby the environmental and social impacts of the Project are
expected to be minimal, site specific, and manageable to an acceptable level. Three safeguard pol-
icies are triggered by the Project: (i) Environmental Assessment (OP 4.01); (ii) Involuntary Reset-
tlement Policy (OP 4.12), and (iii) Pest Management (OP 4.09).To deal with these Policies, the
Environmental and Social Management Framework (ESMF) as well as the Involuntary Resettle-
ment Framework that were used under the previous phase (PACV2) will be updated and a new
pest management plan (PMP) will be prepared. The preparation of the PMP is due to the fact that
PACV3 will finance some income generating activities, notably small irrigation works (bas-fonds)
to be exploited by women and youth. This will imply the use of moderate amounts of fertilizers
and pesticides.

72.  To ensure that environmental and social aspects of the planned micro-projects will be
properly taken into account, the following measures will be taken: (i) each micro-project before
its start will be analyzed to identify what specific environmental and social safeguard measures
will be needed: (ii) good agricultural practices (GAP) and environmental and social clauses will
be followed; (iii) continuous training of the actors directly involved in the use of the environ-
mental and social safeguard documents in conformity with the operational policies of the World
Bank and national legislation; (vi) control and environmental and social monitoring by a team
from the Bureau Guinéen des Etudes et Evaluations Environnementales (BGEEE) at the national
and decentralized levels; and (v) information and sensitization activities for the beneficiaries
about the potential environmental and social impact of the Project. Only the execution of small
irrigation works (bas fonds) could require land acquisition and restrictions to resources usually
and thereby have some negative environmental and social impact.

G. WORLD BANK GRIEVANCE REDRESS

73.  Communities and individuals who believe that they are adversely affected by a World
Bank (WB) supported project may submit complaints to existing project-level grievance redress
mechanisms or the WB’s Grievance Redress Service (GRS). The GRS ensures that complaints
received are promptly reviewed in order to address project-related concerns. Project affected
communities and individuals may submit their complaint to the WB’s independent Inspection
Panel which determines whether harm occurred, or could occur, as a result of WB non-compliance
with its policies and procedures. Complaints may be submitted at any time after concerns have
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been brought directly to the World Bank's attention, and Bank Management has been given an
opportunity to respond. For information on how to submit complaints to the World Bank’s corpo-
rate Grievance Redress Service (GRS), please visit http://www.worldbank.org/GRS. For infor-

mation on how to submit complaints to the World Bank Inspection Panel, please visit
www.inspectionpanel.org.
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Annex 1: Results Framework and Monitoring

Third Village Community Support Project

Project Development Objective (PDQ): The objective of the Project is to strengthen the local government financing system and improve local service delivery
in rural communes and to provide an immediate and effective response in the event of an Eligible Emergency or Crisis.

o | Unitof Cumulative Values S } Responsible
2 = — meas- ources
szl Tl Gy e S| ure Base Year 1 Year 2 Year 3 veara | I | Methodology Dat?igtr)]llec-
ment
PDO Indicator R-1 : Funds from FNDL are execut- 0 o o EPA yearly
ed by CRs O % 0 0 0 30% 50% Annual report DND
Indicator R-2: Number of CRs using PACV’s Proiect bro-
participatory budgeting, monitoring and evaluation | [] Nb 21 21 49 100 179 Annual Ject p DNDL
system gress report
Indicator R-3: Beneficiaries that feel project in- 0 o 0 0 0 0 Participative
vestments reflected their needs % 26% 55% 65% 5% 85% Annual M&E reports DNDL
Indicator R-4: Number of direct beneficiaries (dis- M&E DNDL
aggregated by gender) Nb 2326000 | 2626 000 | 3076000 | 3326000 | 3326000 | Annual reports & CNC
Intermediate Results (IR)
Component 1: Local Investment Fund

IR indicator-1.1: Percentage of CRs where the past Semes- | Proiect Data-
investments in infrastructure were incomplete and O % 0% 0% 50% 100% 100% trial Jbase CNC
have benefitted from complementary micro-projects.
Indicator-1.2: Micro-projects or investments for
which ar_rangemer_ﬂs fc_)r_ community eng_agement in X % 0% 0% 60% 65% 75% Annual Project pro- CNC
post-project sustainability and/or operations and gress report
maintenance are established
Indicator -1.3: Percentage of technical and environ- For MTE Progress
mental audits that certlfy_ that mfr_astructu_re putin O % 0% 50% 70% 90% 100% and end repo_rt Consultant
place under PACV3 are in compliance with the ap- roiect reception
propriate technical and environmental norms proJ report
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o | Unitof Cumulative Values S } Responsible
- - = meas- ources
Results indicators name S ure- Base — — P veard | F9UeNSY | prcinodology Dat?ig?]llec-
men
Indicator -1.4: Number of micro-projects fi-
nanced by sub-component :
*  Sub-component 1.1 O Nb 0 8 35 50 50 Annual | M&E reports CNC
e  Sub-component 1.2 0 10 30 50 50
e  Sub-component 1.3 0 8 22 36 36
e  Sub-component 1.4 0 10 22 34 34
Component 2: Institution and Capacity Building
Indicator -2.1: A National Fund for Local Develop- Yes
ment (FNDL) is established and operational M /No No No Yes ves Yes Annual Decree DND
Decree and
Indlf_:a-tor-2.2: A Natlopal Government Agency is 0 Yes No No Yes Yes Yes Annual activity re- DND
providing technical assistance to CRs /No port of agen-
cy
Indicator-2.3: Percentage of elected mayors and key
staff trained (retrained) in local governance and the O % 25% 50% 100% 100% 100% Annual | M&E reports CNC
use of fiduciary tools
Indicator-2.4: Percentage of targeted CRs where DSEL
Local Development Plans have been updated in a O % 0% 0% 50% 85% 100% Annual report DNDL
participatory manner. eports
Indicator-2.5: The number of selected CRs where progress
the technical staff of the Sub-prefecture have been O Nb 0 0 21 21 21 Annual report DNDL
detached to the Mayor DNDL/DND
Indicator-2.6: The Government transfers annually to Yes progress
Local Communities 15% of mining revenues as fore- | [ NG No No No Yes Yes Annual report DNDL
seen in Article 165 of the Mining Code DNDL/DND
Indicator-2.7 Percentage of CR having increased Progress
collection of their annual revenues by at least 10% O % 46% 50% 55% 60% 65% Annual report DNDL
compared to the previous year DNDL/DND
Indicator-2.8: Percentage of deconcentrated tech- Proaress
nical staff that were trained to support Local Devel- O % 0% 25% 60% 75% 90% Annual g CNC
report
opment
Indlcator_—2.9: A gomputerlzed system for M&E at % No Non Non Yes Yes Annual progress SPD and
all levels is operational report ERA
Indicator-2.10: Percentage of women and youth in 0 0 0 0 0 0 Project tech. SPD and
different committees in selected CRs u % 26% 30% 35% 40% 50% Annual reports ERA
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Indicator Description

Project Development Objective Indicators

Data Source /

Responsibility for

Indicator Name Description (indicator definition etc.) Frequency Methodology Data Collection
PDO Indicator R-1 : Funds from|Percentage of funds allocated and used during the year by the Rural Communes (CRSs) Annual EPA yearly DND
FNDL are executed by CRs targeted over the amount allocated by the FNDL and actually used by these CRs report
Indicator R-2 : Number of CRs
using PACV’s participatory | Number of CRs targeted whose staff has participated in participatory budgeting and Project pro-
. L L . - - - Annual DNDL
budgeting, monitoring and evalu- | monitoring and evaluation and who have introduced it in their CRs. gress report
ation system
Indicator R-3 : Beneficiaries that| Beneficiary satisfaction survey for the services provided by local authorities. Participative
feel project investments reflected | Covers all CRs that were targeted for interventions in phase 3. The survey covers all of Annual P DNDL
. . . . . M&E reports
their needs the activities of the CRs (not just the micro projects)
Direct beneficiaries include:
* Populations of CRs to which the services have become available or have been im-
proved thanks to infrastructure services provided or rehabilitated by the PACV3
Indicator R-4: Number of direct| < Actors at all levels involved to varying degrees in the management of the CRs who
S . . 3 L2 M&E DNDL
beneficiaries (disaggregated by have benefited from technical training modules Annual reports & CNC
gender) « Staff of STD (region, prefecture and sub-prefecture), that was trained to work effec-
tively with local authorities
Data will be disaggregated by type of beneficiaries (schools, health, drinking water, in-
come generating activities, genre) and nominal lists will avoid double counting
Intermediate Results Indicators
. - A s Data Source / | Responsibility for
Indicator Name Description (indicator definition etc.) Frequency Methodology Data Collection
Component 1: Local Investment Fund
Measures the level of coverage of targeted CRs to achieve their rehabilitation or
IR indicator-1.1: Number of CRs completion.
where the past investments in infrastruc- | During planning, the number of infrastructure that would require rehabilitation or Semestrial Project M&E CNC
ture were incomplete and have benefit- |additional work was established (50). The number of targeted CRs may be less Database
ted from complementary micro-projects. |than the number of micro-projects insofar as some CR will benefit from more than
one micro-project
Indicator-1.2: Micro-projects or in- Measures the Project's efforts to improve the management and maintenance of Annual Project pro- CNC

vestments for which arrangements for

public service infrastructure provided under the Project.

gress report
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Intermediate Results Indicators

Data Source /

Responsibility for

Indicator Name Description (indicator definition etc.) Frequency Methodology |  Data Collection
community engagement in post-project | This percentage is calculated as the ratio between the number of service infrastruc-
sustainability and/or operations and tures for which the Project put in place a sustainable O&M mechanism compared
maintenance are established to the total number of infrastructure micro-projects having received supports in
phase 3
Indicator -1.3: Percentage of technical |Measures compliance with technical standards (depending on the type of infra- Progress
and environmental audits that certify structure / service). report
that infrastructure put in place under At mid-term and end of the Project, a consultant will analyze the level of imple- |For MTE and| reception Consultant with
PACV3 are in compliance with the mentation of basic technical standards for each type of infrastructure and imple- end project | reportand ERA
appropriate technical and environmental | mentation of environmental and social safeguard measures recommended within consultant
norms the CGES. He will work on a representative sample of infrastructures report
Indicator -1.4: Number of micro-
projects financed by sub-component :
e  Sub-component 1.1 Number of micro-projects funded under PACV3 according to projections. The Project M&E
. - . . - Annual CNC
e  Sub-component 1.2 number of funded micro-projects is used to assess physical project performance Database
e  Sub-component 1.3
e  Sub-component 1.4
Component 2: Institution and Capacity Building
The FNDL may be considered operational when the following criteria s are satis-
fied:
e The Decree creating the FNDL and EPA is signed and published
e Ajoint decree on the management arrangements and utilization of funds Decree and
Indicator -2.1 : A National Fund for from the Mining Code (15% of mining revenues) is signed aCHiVity re-
Local Development (FNDL) is estab- e  The text specifying the organization of EPA is adopted and the management|  Annual ort of)a( en- DND
lished and operational team is recruited P oy g
e Allocation rules for the use of funds from FNDL are determined and vali-
dated by the different actors
e The Guinea government allocates the money
e At least 50% of allocated funds are spent
. ) . The indicator 2.2 includes the criteria of 2.1 and focuses on the existence and Decree and
Indicator-2.2 : A National Government . - . o
. S - . operation of the technical support staff / advice to CRs to help them properly man- activity re-
Agency is providing technical assistance o . - . Annual DND
age all activities (budgeting, preparing local development and annual investment port of agen-
to CRs . .
plans, implementation, and M&E) cy
Indicator-2.3 Percentage of elected | Applies to local communities that will be targeted by the PACV3. The percentage Annual M&E reports CNC

mayors and key staff trained (retrained)

of people trained will be based on the number of people (by category or function)
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Intermediate Results Indicators

Data Source /

Responsibility for

Indicator Name Description (indicator definition etc.) Frequency Methodology |  Data Collection
in local governance and the use of fidu- |who received basic training or retraining (including the various training topics
ciary tools planned in relation to targeted staff needs)
::nlgsl(izﬁz:;zzliéaple[r)ce?/r;%ger:gr:f L%Z;esd Ratio between the number of CRs whose main actors were trained on local plan- DSEL
have been undated in a frtici ator ning and who have updated their PDLs following the participatory approach dis- Annual ; DNDL
manner P P patory seminated by MATD / PACV3 and the number of targeted CR. reports
Indicator-2.5: The number of selected | The number of CR where the Mayor has some form of control over the staff of p
. . . . : . rogress
CRs where the technical staff of the technical services targeted in the sub-prefecture (health, education and agricul- Annual report DNDL
Sub-prefecture have been detached to ture). The calculation of this indicator will require a simple survey of 21 Mayors DNpDL
the Mayor and their CRs which are targets for pilot operation.
Indicator-2.6: The Government trans- | Indicator Yes / No. Progress
fers annually to Local Communities Indicator is determined by comparing national revenues annually generated by the Annual Report DNDL
15% of mining revenues as foreseen in | mining sector and transferred to the national budget and the amount allocated to DNDL et
Article 165 of the Mining Code FNDL. MEF
Indicator-2.7 Percentage of CRs having Proqress
increased collection of their annual Measures the effort to mobilize local financial resources. g
revenues by at least 10% compared to Annual report DNDL
. DNDL/DND
the previous year
The total number of people working at various levels to support the local authori-
Indicator-2.8: Percentage of decon- |ties in the effective management of their CRs. Project Pro-
centrated technical staff that were The number of people to be trained will be based on the standards established for Annual gress CNC
trained to support Local Development  |each level (Region, Prefecture and Sub-Prefecture) and their participation in the Reports
decentralization and deconcentration process.
The M&E system that will be put in place is based on the database that PACV ;
. ) . : ; N, o Project Pro-
Indicator-2.9: A computerized system |developed. It will be expanded to allow tracking of activities and various invest- Annual ress SPD and ERA
for M&E at all level is operational ments of all CRs and reporting of aggregate data at each operational level. The Rge orts
database is fed in each region by the Technical Manager of ERA. P
. . The indicator focuses on the number of women and young people (under 35) in- .
;23'ng?;'izn't?];fsgﬁfzgan%fn?:tggg?]en volved in the different infrastructure management committees (health, education, Annual PrOJer(égsF"ro- SPD and ERA
Y water, market infrastructure, ....) funded by PACV3. ua g a
selected CRs Reports

The situation at the end of PACV 2 will serve as the reference data
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Annex 2: Detailed Project Description

Third Village Community Support Project

PDO: The objective of the Project is to strengthen the local government financing system and
improve local service delivery in rural communes and to provide an immediate and effective
response in the event of an Eligible Emergency or Crisis.

1. Beneficiaries: The direct beneficiaries of PACV3 will be the rural population living in
the targeted CRs where through the National Local Development Fund additional resources and
technical support will be made available to: (i) complement micro-projects financed under
PACV?2; (i) assist CRs touched by Ebola for post-crisis recovery; (iii) support micro-projects in
natural resources management and small scale irrigation; and (iv) strengthen CRs in mining areas
to deal with their special challenges. Additional beneficiaries will be community leaders, elected
officials and civil servants at all levels participating in training and capacity building activities.

2. PDO Level Results Indicators

a. Funds from FNDL are executed by CRs

b. Number of CRs using PACV’s participatory budgeting, and monitoring and evalua-
tion system

c. Beneficiaries that feel project investments reflected their needs
d. Number of direct beneficiaries (disaggregated by gender).

3. PACV3 will not be just a repeater of the first two phases, but is conceived as an operation
that focuses on ensuring the long term sustainability of the achievements of the first two phases
by promoting policy dialogue and putting in place sustainable mechanisms for long-term local
community participation. To achieve this, the Project will focus on the consolidation of Guinea’s
decentralization reforms and the institutionalization of the mechanisms and organizational struc-
tures to ensure sustainable and high quality support to participatory processes at the community
level. The focus is on “soft” aspects and completing/consolidating earlier local investments
which have a high pay-off rather than on building new additional infrastructure (“hard” aspects)
at the village level.

4. The Project will include four components: (1) a local investment fund_with specific fi-
nancing windows; (2) institution and capacity building for sustainable local governance and
community participation; (3) project management and enhanced, participatory monitoring and
evaluation; and (4) immediate response mechanism.

Component 1: Local Investment Fund (US$4.5 Million)

5. The aim of this component is to finance a series of small investments in selected CRs
through the Local Investment Fund (LIF). The LIF will be the mechanism for transferring funds
to CRs that once transferred will be managed by the local communities. A total of 170 CRs with
their specific types of small investments were selected based on the following criteria: (a) need
to complement past investments in micro-projects and NRM; (b) incidence of the Ebola Epidem-
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ic; and (c) need to develop partnerships between CRs and mining companies. These criteria were
agreed during appraisal and a list of the CRs with the corresponding types of small investments
will be included in the Project Implementation Manual (PIM). In addition, the PIM will specify
that: (a) sub-projects must be included in the CRs’ local development plan and its corresponding
annual investment program; (b) they can be initiated by the selected CRs; (c) they must be eco-
nomically, financially and technically viable; and (d) they must be in compliance with standards
defined in the applicable laws and sectoral policies of GoG. Each sub-project will be carried out
pursuant to a Sub-Project Grant Agreement to be concluded between CNC on behalf of the Bor-
rower and the selected CR under terms and conditions described in the PIM. The template Sub-
Project Grant Agreement defines inter alia all the obligations recipient CRs have towards CNC
and GoG. The PIM as well as the template Sub-Project Agreement have to be satisfactory to
IDA. The National Coordination Unit has financed similar investments in the past all over the
country and all of these investments will be implemented following PACV’s procedures that are
described in detail in the PIM and its template subproject grant agreement The technical and
fiduciary review of the activities are placed at the appropriate level in support of the subsidiary
principle. The budget allocations to various CRs under this component were discussed during
project preparation and finalized during appraisal. The investment envelope per CR will be made
known at the outset so that they can be incorporated into existing local development plans. As in
the past, the CRs will manage these funds to implement their activities and will be responsible
for contract management, monitoring and evaluation, operation and required maintenance of the
investments.

Sub-components Amount in US$ million
1.1 Complementary investments in PACV2 micro- pro- 10
jects '
1.2 Micro-projects in CRs most affected by Ebola Epi- 15
demic '
1.3 Inter-community micro-projects in NRM and bio- 10
diversity protection '
1.4 Micro-projects in CRs located in mining areas 1.0

6. Sub-component 1.1: Complementary investments in PACV2 micro-projects (US$1.0
Million). At the outset of PACV2 in 1999, the upper limit for micro-projects funded from the
Local Investment Fund were US$50,000. This sum was adequate to cover the entire costs of a
package of investments mainly in health and education infrastructure as recommended by sec-
toral policies. Over the years, with inflation and increases in the price of construction materials
this sum became insufficient. As a consequence, certain micro-projects no longer respected the
norms established by sectoral policies. For example, for a health posts it is not enough to build
the main building, but it is also necessary to provide an incineration pit, potable water, electricity
(solar power), and housing with latrines for the health worker; and for a local school building it
is necessary to include housing for the school teacher, potable water, a fence, latrines and elec-
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tricity. Without these complementary investments it is difficult to attract and retain teachers and
health workers especially in remote villages and the quality of the services suffers.

7. Under PACV3, the infrastructures that are incomplete will be equipped with the missing
elements. It is estimated that there are 524 such incomplete infrastructures (353 in the education
sector and 171 in the health sector). The total cost for this sub-component would be US$10.5
million, assuming US$20,000 per micro-project. This is beyond the available budget envelope of
US$1 million. Therefore, before appraisal, the National Coordination Unit (NCU) will identify a
list of about 50 eligible CRs for this funding based on poverty levels and vulnerability due to
Ebola. The final list was agreed upon during negotiations.

8. Sub-component 1.2: Micro-projects in CRs most affected by the Ebola Epidemic
(US$1.5 Million). At the beginning of the outbreak of the Ebola epidemic information and
communication about this deadly virus was often misleading or false. Health workers in health
posts were ill equipped to deal with this epidemic and the population lost confidence in the
health system. Economic activities were negatively impacted and as a consequence poverty in-
creased in these affected areas. Many children lost their parents and become orphans.

9. Under PACV3, in order to improve economic activities and to reinforce resilience of the
CRs directly impacted by the Ebola epidemic, the following activities will be financed: (i) com-
munication aimed at changing hygiene habits; (ii) small investments in improving sanitary condi-
tions (public latrines in open markets, bus stations) and waste management based on small enter-
prises; and (iii) income generating micro-projects for vulnerable groups such as development of
small areas that can be irrigated (aménagement de bas-fonds, fish smoking, fish ponds, etc.). The
choice of these micro-projects will be done in a participatory manner and based on the code des
collectivités which provides some orientation and defines criteria for this kind of interventions.
They will be located within the CRs in the districts and villages directly impacted by Ebola.
About 50 CRs will benefit from this investment with a total amount of US$1.5 million
(US$30,000 per CR). Investments under this sub-component will be coordinated with other ac-
tors in order to harmonize interventions and to make optimal use of the available resources.

10.  Sub-component 1.3: Inter-community micro-projects in natural resources manage-
ment (NRM) and bio-diversity protection (US$1.0 Million). PACV2 managed two additional
IDA projects: the Community-Based Land Management Project and the Coastal, Marine and
Biodiversity Management Project. The objective of the first project was to reduce land degrada-
tion through the integration of sustainable land management (SLM) practices in the overall plan-
ning process of communities and local governments in selected pilot sub-watersheds. The second
project promoted rational management of coastal biodiversity with an emphasis on assisting
communities in and around priority areas to plan, implement and maintain environmentally sus-
tainable and socially inclusive alternative livelihood options. Both projects developed inter-
community approaches to deal with these issues and created inter-village development plans and
put in place local management committees. Unfortunately, both projects ended before there was
enough time to consolidate the achievements.

11. PACV3 will put in place mechanisms to preserve and further develop the achievements
of both projects and to continue applying SLM practices on a sub-watershed level and to fund
socially inclusive livelihoods in coastal and marine CRs. Activities to consolidate what has been
achieved in the 36 CR covered by both projects will be funded and the six management commit-
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tees that were put in place will be supported. The total cost of this sub-component is estimated at
US$1.0 million (US$167,000 per sub-watershed or US$28,000 per CR). Investment activities
will be accompanied by environmental sensitization and education activities as stipulated in the
code des collectivités (Article 62) regarding sustainable management of land and marine ecosys-
tems.

12.  Sub-component 1.4: Micro-projects in CRs located in mining areas (US$1.0 Mil-
lion). Guinea’s main engine of economic growth is its mineral sector. The sector represents over
80 percent of exports, provides 20 to 25 percent of government revenues and over 10,000 direct
jobs. Guinea hosts some of the largest non-developed deposits of bauxite and iron ore in the
world. The planned Simandou iron ore project is expected to play a transformational role. It will
have significant spillover effects on community development by creating thousands of direct and
indirect jobs. However, the growth in the mining sector poses many challenges. In the CRs locat-
ed next to the mines, population growth is exponential, with the population of villages increasing
five to ten fold in the span of a few years. This creates enormous needs for basic social services
and creates conflicts of access to land.

13.  PACV3 will provide seed money to support CRs where mines are located with: (i) tech-
nical assistance in prospective planning that takes into account the safeguard measures that are
included in the environmental and social investment plans of the mining companies; (ii) tech-
nical assistance in urban and spatial planning; and (iii) socio-economic infrastructure. This sup-
port will be for three different categories of CRs:

. CRs that are located in areas with great mining potential and which are likely to receive
in the short term major investments by mining companies (GAC, SIMFER, ALLUFER, CPI,
etc.). PACV3 will assist these CRs to test pilot planning tools and activities (two CRs per Re-
gion) to prepare them to deal with the challenges they will face in the future. Some 10 CRs will
be included at a cost of US$400,000 (US$40,000 per CR).

. CRs where artisanal mining is ongoing and that are affected by young people leaving for
mining activities without finishing schooling. This leads to labor shortages in agriculture and a
decline in economic activities in their villages of origin. PACV3 will finance alternative econom-
ic income opportunities in some 12 CRs up to US$600,000 (US$50,000 per CR).

. CRs where at present industrial extraction of minerals by mining companies is ongoing
(SAG, CBK, SMD, SMB, etc.). In these CRs there are many environmental problems that need
to be addressed. PACV2 has already developed a number of public-private partnerships (PPP)
with certain mining companies (Rio Tinto Alcan, ALCOA) to guide local development efforts.
This experience has significantly increased the planning capacity and capacity to mobilize re-
sources by the concerned CRs. This initiative needs to be scaled up as the Local Development
Fund and its operational mechanism (EPA) are being put in place. Special attention will be given
to strengthen the resilience of local communities vis-a-vis climate change and other natural ca-
tastrophes. PACV3 will seek additional PPPs to improve the living conditions in these CRs and
to ensure that the mining companies respect the provisions of the Code des Collectivités Locales
with regard to the principles of CRs being in charge of their local development plans. The cost of
this sub-component is estimated at US$1.0 million. Funding for activities under this sub-
component are expected to be provided by the respective mining companies.
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14.  Component 2: Institution and Capacity Building for Sustainable Local Governance
and Community Participation (US$9.0 Million). The objective of this component is to set up
sustainable mechanisms for long-term local development financing and community participation,
particularly through the deepening of Guinea’s decentralization reforms and the institutionaliza-
tion of the mechanisms and organizational structures to ensure sustainable local development
financing and high quality support to participatory processes at the community level. Specifical-
ly, the Project will support the policy dialogue and necessary studies concerning: (i) the creation
and operation of a National Fund for Local Development (FNDL); (ii) the creation of a national
government agency (EPA) to manage the FNDL and to provide technical assistance to CRs; and
(iii) the transfer of adequate financial resources from the national to the local level (using the
legal provisions of the Mining Code) and the mobilization of local resources through better tax
collection. This fiscal transfer will also be supported by the Bank through its policy dialogue
with GoG in the context of budget support or policy operations. In addition, on a pilot scale,
technical staff from line ministries at local level that so far report to the Sub-Prefect will be de-
tached to the Mayor’s office in selected CRs. The capacity building activities under this compo-
nent will (a) address the technical and fiduciary skills needed at the different decentralized levels
to implement local development activities, (b) strengthen community empowerment through
training of villagers in participatory budgeting and M&E, and (c) support the Government in
developing and implementing the details of the legal framework for further fiscal and administra-
tive decentralization as envisioned in the Code des Collectivités Locales Activities under this
component will be carried out at national, regional and local level.

15.  Component 2 will be implemented through 4 sub-components:
e Institution building for long-term local development financing
e Pilot scheme for management of technical staff at CR level by Mayor

e  Capacity building of central and deconcentrated public services of key sectoral minis-
tries to improve support to local communities

e Capacity building of CRs to improve citizen engagement/participation in planning,
management and evaluation of services

16.  The capacity building component for local governance and community participation will
be under the joint responsibility of DND and DNDL except for sub-component 2.3 which will be
the responsibility of CNC. It contains the following sub-components:

Sub-component 2.1: Institution building for long-term local development financing

17.  Atthe national level, support will be provided to: (i) operationalize the new Mining Code
(2011), amended in 2013 that will provide funding for investments at the local level; (ii) trans-
form the PACV from a primarily externally financed program unit with project staff into a public
agency (Etablissement public a caractére administratif — EPA) that manages the National Fund
for Local Development (FNDL) and provides advisory services to CRs; (iii) revise the Local
Development Code (CCL) and its institutional and regulatory framework in light of past experi-
ence; (iv) organize national workshops for policy makers in technical ministries to discuss and
analyze the implications of decentralization and local development for their departments, and (v)
recruit a specialist for knowledge management and communication and to finance a continuous
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multi-media strategic communication strategy in support of the Government’s decentralization
policy. In addition, PACV3 will provide support to the inter-ministerial commission that is in
charge of piloting the LNP-DDL so that they can better fulfill their mandate. Furthermore, this
sub-component will organize national workshops for policy makers in technical ministries to
discuss and analyze the implications of decentralization and local development for their depart-
ments. Finally, this sub-component will finance a continuous multi-media strategic communica-
tion strategy in support of the Government’s decentralization policy, covering such topics as the
LPD-DDL, Local Development Fund, the implications of the Mining Code for local develop-
ment, intergovernmental transfers to CRs, etc.

Sub-component 2.2: Pilot scheme for management of technical staff at CR level by Mayor

18. At present, all technicians of the various technical Ministries (health, education, agricul-
ture, etc.) at CR level are under the administrative control of the Sub-prefect. Technically, they
report to their superiors in the respective Ministry and their salary is paid by their respective
Ministry. This situation is unsatisfactory as it is the Mayor with his council and staff that is re-
sponsible for all local development activities and who should be in control of this technical staff.
According to the CCL and the NPL-DDL of 2011, the organization of the technical staff of sec-
toral Ministries should be adapted to the needs of the decentralization policy and the local tech-
nical staff should be attached to the Mayor. The advantages of this administrative change are as
follows: (i) the Mayor has at his command the necessary technical staff to carry out local devel-
opment activities without having to go through the Sub-Prefect; (ii) it is the Mayor who deter-
mines the work program of the technical staff; (iii) the authority and the standing of the Mayor in
the community is enhanced; (iv) the Mayor can exert a control over the presence of the technical
staff and can sign off at the end of the month whether a given technical staff should be paid or
not, and (v) absenteeism of local technical staff can be expected to decline.

19.  The Project will support the launching of a Pilot in 21 CRs (3 per region) where this
transfer of authority over local staff from the Sub-Prefect to the Mayor will be tested. The mo-
dalities of this transfer were discussed during appraisal and the Government made a proposal
during the negotiations. During the mid-term review, the results of this pilot will be evaluated
and if successful, will be replicated in additional CRs.

Sub-component 2.3: Capacity building of central and deconcentrated public services of key
sectoral ministries to improve support to local communities

20. At the national, regional and prefectural levels, support will be provided for the restruc-
turing and training of staff of MATD and key sectoral ministries whose functions are being de-
volved to CRs.

21. At the prefectural level, support will be provided to train and equip the staff of the
SPD/STD so that they can provide the technical services that the CRs expect and need from
them. Literacy teachers will be trained and some 200 people from the SPD and ADL will be
trained in at set of key skills to assist the mayors, their staff, and selected municipal council
members. An annual training plan with specific training modules has been developed. This train-
ing plan will be executed by the Centre National de Formation et de Perfectionnement des Ca-
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dres et des Elus (CNFPCE). This training center is being supported by the EU and the training
modules will be financed by PACV3.

Sub-component 2.4: Capacity building of CRs to improve local governance and citizen en-
gagement/participation in planning, management and evaluation of services

22. At the CR level, (i) a national training plan will be implemented to train Mayors and
councilors of all CRs, as well as General Secretaries, involved under this sub-component. This
training will be conducted by the Centre National de Formation et de Perfectionnement des
Cadres et des Elus (CNFPCE). Training modules will cover all aspects of participatory diagno-
sis, local development planning, annual investment programming, and participatory budgeting
and monitoring and evaluation. Most training will take place in the form of on-the-job training to
combine theory and practice and consequently its timing will be linked to the preparation or revi-
sions of local development plans and annual investment budgets. The Project will also organize
local exchange visits between CRs, whereby CRs recognized as functioning well, serve as men-
tors and examples for other CRs. In addition, PACV3 will put emphasis on involving civil socie-
ty at local level and in applying participatory budgeting and monitoring and evaluation tools. The
existing tools will be simplified so that they can be applied on a large scale. An NGO specialized
in citizen engagement (CE) and participatory M&E will be selected to act as a facilitator and to
ensure that beneficiary feedback reaches project management and IDA so that corrective actions
can be taken in a timely manner.

23.  Component 3: Project Coordination and Management (US$1.5 Million). Implemen-
tation arrangements for PACV3 will substantially be the same as in the past. Overall oversight is
with the Ministry of Territorial Management and Decentralization. A Steering Committee pro-
vides policy guidance and approves the annual work program and budget, and a technical com-
mittee (Comité Technique d’Exécution — CTE) brings together on a regular basis all the repre-
sentatives of the different components and activities. Day to day operations of the Project are the
responsibility of the National Coordination Unit (Cellule Nationale de Coordination — CNC)
with its National Coordinator and his staff. CNC is also responsible for Component 1. DND in
close collaboration with DNDL is charged with the technical execution of all activities related to
Component 2 (Capacity building for sustainable local governance and community participation).
At the regional, prefectural and local level, it is the ADLs that advice local communities on all
non-technical aspects of preparing their local development and annual investment plans. Advice
on technical matters is provided by SERACCO, and SPD and if they don’t have the capacity,
CRs call on private contractors to provide the necessary services.

24.  Knowledge management and communication strategy. Given that this is the final
phase of PACV, special attention will be given to capitalizing the experiences that were gained
and to widely share the results. For this, a professional communication strategy and an action
plan will be developed that uses inter alia mass media (TV, press and radio) at the national level
and local radio at the community level. A position for a specialist in knowledge management and
communication will be created inside the CNC and funded under the Project.

25. Component 4: Immediate Response Mechanism. (US$ 0.0 Million). This zero budget
sub-component establishes a disaster contingency fund that could be triggered in the event of a
natural disaster through formal declaration of a national emergency, or upon a formal request from
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GoG. In such a case, funds from the unallocated expenditure category or from other project com-
ponents would be re-allocated to finance emergency response expenditures to meet emergency
needs. In order to ensure the proper implementation of this component, the Borrower shall prepare
and furnish to IDA an operations manual that describes in detail the implementation arrangements
for the IRM and that is satisfactory to IDA.

Monitoring and Evaluation (M&E)

26.  General characteristics. The M&E system will be a result-based framework, conceived
as a management tool, and emphasizing project impacts and outcomes, as well as the regular
monitoring of inputs and outputs covering the three project components. The PACV3 monitoring
and evaluation system will build upon the system set up during the implementation of phase 2.
To ensure the sustainability of the M&E functions that were developed during the two preceding
phases and to integrate them into the decentralization and deconcentration process, specific indi-
cators for the M&E system of the national policy letter (LPN-DDL) will be developed in close
consultation with Guinea’s donors and the entities charged with piloting the national decentrali-
zation policy. Building upon pilot experiences under PACV2, PACV3 will increase the use of
participatory planning and M&E tools.

27. Institutional arrangements for M&E. At the national level, the M&E team (CNC) will
lead all aspects of monitoring and evaluation and provide operational tools and instruments for
data collection at the regional and local levels. Furthermore, the team will assist local govern-
ments in monitoring the implementation of their respective local development plans (LDPs). It
will collect and validate upstream reports and monitoring information from the regional M&E
specialists (RCUS/ERA) and from each of the national institutions involved in project activities,
to facilitate decision-making processes.

28.  Harmonization and integration with national and sectoral M&E systems. Within a more
precise exit strategy perspective, more consistent efforts will be made to fully empower national
institutions in the monitoring and evaluation of the project outcomes, ensuring that the system is
strongly linked to the national M&E system for the LPN-DDL.

29. Importance of the M&E system. By producing timely and pertinent information, the
M&E system will be a key management instrument that is aimed at helping the decision making
process. The outcomes/results of activities will be measured by a set of qualitative and quantita-
tive indicators.

34



Annex 3: Implementation Arrangements

Third Village Community Support Project

Institutional and Implementation Arrangements

1. Partnership arrangements. The Bank’s support to PACV3 complements AFD’s financ-
ing of its third phase of PACV which became effective in September 2015. The AFD project is a
consolidation of its previous involvement. The financing is for Euro 15.0 million and covers: (i)
small infrastructure investments through the local investment fund; (ii) institutional support to
local development; and (iii) support for project management. The two institutions will work
closely together and harmonize their approaches. Implementation support missions will be held
jointly. The European Union (UE) finances a Sectoral Program in support of Decentralization
and Deconcentration and the International Fund for Agricultural Development (IFAD) that used
to co-finance PACV2, currently focuses on Agriculture Value Chains Development in directly
supporting the CNOP-G, one of the key producers organizations in Guinea’s Agricultural sector.
IFC is heavily involved with the mining sector, especially the Simandou iron ore project that
would greatly impact a significant number of CRs. Concrete collaboration modalities were
agreed upon with AFD and the team clarified how best to coordinate activities with AFD, UE,
IFAD and IFC. Table A3.1 below shows all the donor funded public management and technical
support projects with which PACV3 will collaborate.

2. Institutional Arrangements. The key institutions involved in PACV3 are at (i) the na-
tional level: the Ministry in charge of local collectivities and Decentralization with the National
Directorate of Decentralization (DND) and National Directorate of Local Development (DNDL);
the Steering Committee and the technical committee of implementation; the National Coordina-
tion Unit (CNC); (ii) the regional level: regional project support teams (Equipes régionales
d’appui); the regional directorates of the Ministry of Plan, regional technical services in support
of local governments (Service Regional d’Appui aux Collectivités et de Coordination des ONG —
SERACCO); (iii) the prefectural level: the prefectural development services (Service Préfectoral
de Développement — SPD), the deconcentrated technical services; prefectural local development
agents (Agent de Développement Local Préfectoral — ADLP), and the prefectural development
council; and at (iv) the CR level: the rural commune with its Mayor and his counselors, the local
public service agents, the different local committees for transparency, operation and mainte-
nance, procurement, etc., and the local development agents (Agent de Développement Local —
ADL). See diagram A 3.1 below.

3. Implementation Arrangements. At the national level, the implementation arrangements
for PACV3 will substantially be the same as in the past. Overall oversight is with the Ministry in
charge of Territorial Management and Decentralization. A Steering Committee provides policy
guidance and approves the annual work program and budget, and a technical committee (Comité
Technique d’Exécution — CTE) brings together on a regular basis all the representatives of the dif-
ferent components and activities. The Steering Committee, its composition, tasks and organization
are defined in the Arrete N.OOL/MATD/CAB/2015 of February 6, 2015. The SC is chaired by
MATD and the CNC provides the secretariat. During negotiations, the set-up of the SC was re-
viewed to ensure that there is continuity and representation at the appropriate level. Overall Pro-
ject management and coordination are the responsibility of the Project Implementation Unit
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(CNC). The staffing of the CNC will comprise, inter alia, a national coordinator, a technical re-
sponsible of operations, a financial manager, an accountant, a procurement specialist, an internal
auditor, a safeguard specialist, and an M&E specialist. The CNC shall be maintained at all times
during Project implementation with functions, resources and staffing satisfactory to IDA. CNC is
also responsible for Component 1 and sub-component 2.3. DND and DNDL, each in what it is
concerned will be responsible for the technical execution of all other activities related to Compo-
nent 2 (Capacity building for sustainable local governance and community participation). At the
regional, prefectural and local level, it is the ADLs that advice local communities on all non-
technical aspects of preparing their local development and annual investment plans. Advice on
technical matters is provided by SERACCO and SPD, and if they don’t have the capacity CRs call
on private contractors to provide the necessary services. The Project Implementation Manual
(PIM) detailing administrative, procurement, financial management, safeguards, monitoring and
evaluation procedures and arrangements for the Project as well as eligibility criteria and proce-
dures for the selection of Subprojects and a template Subproject Agreement will be finalized not
later than two months after the Effective Date. A diagram showing the institutional framework for
project implementation is in Annex 3, A3.1. The moment the National Local Development Fund
(FNDL) and the national government agency (EPA) managing this fund have been created and
become operational, the functions of PACV will be absorbed by this new agency. The modalities
for this transformation of the Project/Program based PACV into a permanent government agency
are currently being studied. The Project includes start-up funds to enable the successor public
agency to PACV to take off once it has been legally created.

4. At the regional level, project activities are managed by Regional Support Teams (Equipes
Régionales d’Appui - ERA). There are seven ERASs consisting of a Regional technical person and
a fiduciary person. The role of the technical person is similar to that of the Project Coordinator
at the national level. He works closely with the CRs, and the regional government authorities
(Prefect and Governor). He provides support to the Project’s Development Agents (Agents de
Développement) that are located at the prefectural and local level. The technical responsible as-
sists CRs in obtaining the technical assistance they need to carry out their local development
plans and annual investment budgets. He coordinates project activities with the regional tech-
nical government services, such as the Regional Directorate of the Ministry of Plan, and the re-
gional technical support service for CRs (SERACCO). He is also in charge of the fiduciary as-
pects of the Project at his level and assists the Governor in managing a consultation platform
where regional development issues are discussed.

5. At the prefectural level, the technical responsible works through two development
agents (ADLs), one in charge of local economic development and the other one in charge of
planning and M&E. The two development agents provide support to the Prefectural Develop-
ment Services (Service Préfectoral de Développement - SPD). The SPD are responsible to assist
the CRs with their development plans but also to carry out a posteriori control of investments
that were undertaken. The Regional Coordinator also assists the Prefect in managing a consulta-
tion platform where development issues are discussed. Altogether, there are 66 ADL at the pre-
fectural level.

6. At the local level (CR level), project activities are managed by the Local Development
Agents (ADLs). Over the years, their number has been decreased so that today, one ADL has to
work with several CRs. The ADLs work closely with the Mayors and the Communal Councils as
well as the different committees that exist within the CR. Their main responsibility is to promote
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participatory local development and to assist the CRs to carry out a diagnostic study of their so-
cio-economic situation and on that basis prepare their local development plans and annual in-
vestment programs. In addition, the ADLSs are responsible for data collection for M&E purposes
and to coordinate all project actions with actors outside the CR. All ADLs were carefully select-
ed on a competitive basis. They are mobile, well trained and motivated and are the backbone of
the Project. There are 59 ADL at the local level (CR level).

Table A3.1 — Donor-Funded Public Management and Technical Support Projects

Project /Support Financing / Technical Assis- Equipment Synergy and Com-
activities Duration tance supplied plementarities

Economic Govern- US$2.6m + - Training Sector Capacity building in
ance Technical As- US$1.34m Dept. to the new planning, program-
sistance and Capacity | from the EU procurement code ming and monitoring
Building Project TF - Capacity building of publics invest-
(EGTACB-WB) Period: 2013- | DNIP (public in- ments / expenditures,
Economic reforms 2017 vestment) and procurement
(public expenditure
management and
procurement)
Support Project for | US$7.5 m for | PRSP Monitoring Support to 12 Sharing Project Co-
Economic Planning | the component | framework and BSD incl. the 4 ordination Unit with
and Mining Gov- (+US$7m Framework for Agric. Sectors + WB EGTACB.-
ernance / ADB Mining gov- measuring the per- Regional BSD Important comple-
(PAPEGM-BAD) in | ernance com- | formance level of (PC, printers, mentarity on M&E
conjunction with ponent) PRSP and Public software) Design and Capacity
PARCGEF Investment Program building
Strengthening the Duration :
implementation of 2012-2016
development policies
of the country
Sub-component. 1.1
Improved monitoring
of the implementa-
tion of the PRS (SP,
BSD, regions)
Sub-comp. 1.2:
Modernization of
Programming and
Monitoring System
of public investments
and mobilization of
External Finance
AFD Guinea Funds for Complementarity on
Projects under plan- studies 5 all these points with
ning: targeted inter- €7m v . interventions
ventions sectors: Yet to be detailed PASAG.
Institutional diagno- +€15m Clear interest to sup-
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Project /Support Financing / Technical Assis- Equipment Synergy and Com-
activities Duration tance supplied plementarities

sis (C2D) for port Sector wide ap-
Interventions on projects proach.
improving land is- Are involved in Do-
sues nor coordination in
Irrigation and feeder agric. sector
road Master plan in
targeted areas: Lower
and Forest Guinea
(incl. detailed pre-
liminary design)
PNAAFA (FIDA) US$48m To improve BSD’s | Motorcycles for Complementarity
Project to Support Incl. US$10 m | M&E system for Agriculture agents | M&E of project im-
Agricultural Value | for irrigation | project implement- | involved in M&E | plementation
Chain Actors : infrastructure | ation (agriculture (local level)
Support to BSD/MA | 2012/2019 | ministry only)
and decentralized
bodies
Support to Farmers
Organization
(CNOPG)
Infrastructure for
irrigation
Islamic Develop-
ment Bank (BID) US$1m for Complementarity to
Targeted intervention | Studies Irrigation master
sectors: Irrigation + plan. Could finance
infrastructure includ- | Irrigation detailed preliminary
ing studies (at least Scheme studies

US$1m)

FAO

Ministry of Agricul-
ture request for sup-
porting the design of
a distribution policy
for agricultural in-
puts

Ministry of Fishing
and aquaculture (im-
proving legal frame-
work

Support to the devel-
opment and valida-
tion of the Agricul-
tural Orientation Law
(LOA)
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Component 1
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Project /Support Financing / Technical Assis- Equipment Synergy and Com-
activities Duration tance supplied plementarities
Geo-referenced in- Input for irrigation
ventory of lowland v P g
. master plan
forest Guinea
Agriculture and US$400 000 v PNIASA M&E

Livestock census
preparation (pending
funding mobilization
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Financial Management, Disbursement and Procurement

Implementation arrangements

7. PACV3 will be implemented by the same National Coordination Unit, CNC and govern-
ment relevant entities - at both central and decentralized levels - that successfully implemented
the PACV2. Therefore day-to-day operations of the Project and consolidation of financial data
will be the responsibility of the CNC. It will also be responsible for Component 1 while the Na-
tional Directorate for Decentralization (DND), in collaboration with the National Directorate for
Local Development (DNDL) will be in charge for the execution of all activities related to Com-
ponent 2 (Capacity building for sustainable local governance and community participation).

8. A Steering Committee will provide policy guidance and approve the annual work pro-
gram and budget, and a technical committee (Comité Technique d’Execution — CTE) will oversee
on a regular basis technical execution of the different components and activities.

Country Issues

9. Compared to PEFA 2008, PEFA assessment for 2013 noted some progress. However
challenges remain in the area of budget execution, accounting, internal and external audit. The
report recommended a multiyear action plan to achieve measurable progress in public financial
management area. Guinea Ministry of Finances is committed to the revision of the public finan-
cial management reform strategy developed with IMF assistance in 2008. The first draft has been
prepared in September 2013 with an action plan covering 5 years period of implementation that
aimed among others at setting up in the next five years, an effective system of public financial
management, efficient, transparent, capable of meeting the priorities of the PRSP 1ll, establishing
and consolidating core fundamental perspectives in alignment with best international practice.
This will build on all reforms induced by the adoption of new texts on the Lois Organiques Rela-
tives aux lois de Finances (LORF), the Réglement Général de Gestion Budgétaire et de Compta-
bilité¢ Publique (RGGBCP), the Decree on the governance and transparency of public finances
and the Procurement Code, as well as their various implementing regulations.

10.  The Bank supports the ongoing efforts through the implementation of the Economic
Governance Technical Assistance and Capacity Building project which aims at strengthening the
capacity of the Government of Guinea to prepare, implement and monitor reform programs in
public finance and human resource management.
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Table A.3.2 Risk Assessment and Mitigation

Risk Risk Mitigating Measures Incor- Risk after
Risk ratin porated mitigation
g into Project Design measures
Country level
rpiz(lirs %?gfr:n: r;%eoe;?g str?gﬁ;e_d The Economic and Governance TA
ing public financial man- H and Capacity Building Project sup- H
agement system: weak pro- ports the PFM reforms
curement practices
Entity level . .
Collaboration between CNC Previous collaboration under
) . PACV2 was commendable, the pro-
and DND might be an issue M : : M
that could jeopardize the cedures manual V\_/|I_I _cl_arlfy further
Project implementation roles and responsibilities
A manual of procedures will be
Project level elaborated that sets out clearly roles
Project complexity involving and responsibilities. It will be com-
many beneficiaries with rela- plemented by a 5|mpI|f|ed proce- S
tivelv weak fiduciary capaci- S dures manual for micro projects that
ties gould hamper th)é Prrc))'ect provide simplified tools for the mi-
. Iementatior? J cro projects management in addition
P to their selection and implementa-
tion process.
INHERENT RISK S S
Budgeting A clear timeline and responsibilities
Delay in budget preparation for budget preparation and monitor-
and deviations in budaet ex- ing described in the manual of pro-
ecution of some com gonents s cedures elaborated during the sec- M
not captured by the rSports ond phase will be maintained and
- applied
;ﬁ;‘gﬂ‘;gz from budgets not CNC and DND are familiar with
budgeting procedures
Accounting
Delays in the treatment of
financial information and in
submissions of Financial The accounting software will be M
Statements (interim and an- S customized to fulfill the Project’s

nual) as the accounting soft-
ware might not be set up to
record all the project transac-
tions

needs
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Risk Mitigating Measures Incor-

Risk after

Risk R'fSk porated mitigation
rating . - .
into Project Design measures
The Project manual of procedures
Internal Controls and Inter- will'include a clear description of
nal Audit roles and functions that will prevent
. . . any misuse of project funds. S
Risk of ineligible expendi- S . . .
tures The mte_rnal auditor W|I_I perform ex
post reviews of the Project and mi-
Cro projects transactions on a risk
based approach
Funds Flow ) )
. Separate Designated Accounts will
Funds may be diverted, . :
. . - be opened in stable commercial M
comingled with existing S
banks acceptable to the World
AFD funds or used for non-
: g Bank.
project eligible purposes
The existing multi projects account-
_ _ _ ing software will be customized to
Financial Reporting fit the Project accounting and re-
Delays on the submission of porting needs thus ensuring timely S
S : : S :
agreed IFRs and annual pro- recording of financial information
ject financial statements as well as timely production of con-
solidated quarterly and annual fi-
nancial statements of the Project
Auditing
Delays on external audit due An external auditor will be recruited M
to a lack of capacity of the M according to ToRs acceptable to the
Chamber of accounts of the World Bank
Supreme Court
CONTROL RISK S M
Overall FM risk S S

11.  The overall residual risk rating is deemed Substantial.

Strengths

12.  CNC and DND are familiar with World Bank financed projects.

Weaknesses and Action Plan to reinforce the fiduciary arrangements

13.  The FM systems in place at CNC and DND are deemed adequate to handle the Project
activities. However, additional actions need to be taken in order to reinforce said system. Indeed
the manual of procedures will be elaborated based on the existing PACV3 manual (AFD fund-
ing) in taking into account the specificity of the IDA funding and the accounting software will
need some additional adjustments in compliance with IDA funding requirements and to be able
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to record the financial aspects of the project and reporting needs. In addition an external auditor
will be recruited on time to avoid any delay in the submission of the audit report.

Table A.3.3. Weaknesses and Action Plan to reinforce the fiduciary arrangements

Significant . . .
Weaknesses or risks Action Responsible body | Completion
Existing procedures
manual might not Elaborate FM procedures as part No later than
encompass all the new | of the implementation manual CNC two months
phase specificities based on PACV2 existing manual after effec-
leading to non-proper | and PACV3 specificities tiveness

management

Customize the existing multi pro-
jects accounting software to fit the
new financing accounting and

. . not later than
reporting needs thus ensuring

Delays on the submis-

sion of ggreed IFRs timely recording of financial in- CNC/DND one month
and project annual . X after effec-
. ) formation as well as timely pro- X
financial statements . . tiveness
duction of consolidated quarterly
and annual financial statements of
the project
Delay in sub_mlttmg Recruit an external auditor CNC S mor!ths after
external audit report effectiveness

Financial Management Arrangements

14. Staffing: CNC staff comprises one chief accountant, one accountant assistant and one finan-
cial management officer. DND staff comprises one accountant and one accountant assistant and
finally at regional level a fiduciary person taking care of all FM and procurement related issues.
All of them are familiar with Bank FM procedures and they work under the technical supervision
of the FM officer at CNC level. The FM staff will record transactions, monitor the compliance of
transactions with fiduciary requirements; prepare the Withdrawal Application and financial re-
ports. All financial staff will receive training on Bank financed projects’ financial procedures
during implementation as and when needed. The trainings will be provided by World Bank’s FM
staff and external consultants.

15. Budgeting: Budgeting arrangements will be detailed in the manual of procedures. Annual
work plan and budget to be approved by the Steering Committee will describe in realistic manner
activities to be performed during the year. Budget execution will be monitored via a computer-
ized information system and in accordance with the budgeting procedures specified in the manu-
al of procedures. Any variances will be identified in the Quarterly Unaudited Interim Financial
Reports (IFRs) and corrective actions taken. Only budgeted expenditures will be committed and
incurred, so as to ensure that resources are used within the agreed upon allocations and for the
intended purposes.
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16.  Accounting Policies and Procedures: The computerized accounting system installed (ac-
counting software multi projects and multi-sites version) for ongoing AFD financed operations
will be customized to ensure that accounts of the Project activities are kept orderly and that the
financial reports are produced on time in accordance with OHADA (Organisation pour
[’Harmonisation du Droit des Affaires en Afrique) accounting principles — which are in line with
the international accounting standards.

17. Internal Control and Internal Auditing: Internal control will be described in the manual.
Said manual ensures that adequate internal controls are in place for the preparation, approval and
recording of transactions as well as segregation of duties and will be subject to updates as need-
ed. The internal auditor recruited during the second phase of the Project will still be in charge of
ex posts reviews of the projects transactions and of capacity building both at central and decen-
tralized level. The internal auditor will conduct reviews at subproject level on a regular basis,
based on an annual audit plan set on a risk based approach. The internal audit arrangements were
further discussed during appraisal.

18. In addition, the project design includes the setup and operationalization of a complaint
handling mechanism at the Project level that will help manage all complaints received from ben-
eficiaries and adjust as needed the project implementation accordingly.

19. Funds Flow and Disbursement Arrangements: Disbursements will be made in accordance
with the World Bank Disbursement Guidelines for Projects, dated May 1, 2006.

20. Designated account. Two (2) Designated Accounts (DASs) in USD, one for components 1
and 3 and one for component 2, will be opened in commercial banks acceptable to the Bank and
managed by CNC and DND. They will finance through two (2) associated operations accounts
opened in GNF, activities related to the Project according to the disbursement procedures de-
scribed in the Administrative, Accounting and Financial procedures and the Disbursement Letter
(DL). Funds will therefore flow from the DAs to the operation accounts and from there to micro-
projects accounts, suppliers and contractors.

21. Disbursement method and procedures. Disbursement procedures will be detailed in the
accounting, administrative and financial procedures and the disbursement letter. Upon effective-
ness, this operation will follow transaction based disbursement. The DAs will receive initial ad-
vances up to the ceiling amount of US$1,100,000 for DA-CNC and US$400,000 for DA-DND,
equivalent to four (4) months expenditures forecast. Subsequent advances will be made upon
receiving monthly Withdrawal Applications (WA) supported with Statements of Expenditures
(SOEs) reporting on the use of the initial advance to the DAs. In addition to the “advance” meth-
od, the option of disbursing the funds through direct payments to a third party, for contracts
above a pre-determined threshold for eligible expenditures (e.g., 20 percent of the DA ceiling),
will also be available to the Project. The WASs to replenish the DA will be signed by signatories
designated by the GoG and communicated to the Bank through the Authorized Signatory Letter
(ASL).

22. For the IRM contingent component, the existing flexibility in OP 12.00 Disbursement
would be used to provide significant advances in order to provide the necessary liquidity for fast
response. The level of the advance needed for the IRM component would be established inde-
pendently of any existing advances for the Project components and recorded in the revised Dis-
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bursement Letter. The advances for the IRM component would be deposited in separate Desig-

nated Account established for the purpose.

Diagram A.3.2 Funds flow diagram

Direct Payment
-
f
DA DA
Commercial bank
{CNC—Comp 1 &4) Commercial bank
f
/ \ f
/ \ J
{ GNF Account \ J GNF Account
\ | Commercial bank
\ Commercial bank \ I (DND)
\
\ v
\ v
v Microprojects ] I
Accounts \ I
v
: 4 1 ] ¥ v
Contractors, suppliers and service providers

m= « =mm P Flow of documents (invoices, documentation, ete.)

el Flow of fimds

46



Disbursements by category: This table takes into consideration the prevailing Country Financ-
ing Parameter for Gabon in setting out the financing levels.

Table A.3.4. Project Disbursements by Category

Percentage of Ex-
penditures to be Fi-
nanced
(inclusive of Taxes)

Amount of the Fi-
Category nancing Allocated
(expressed in USD)

Goods, consultant services, non-consultant
services, and Training under Component 1, 4,500,000 100%
except part 2(3)

Goods, consultant services, non-consultant

0,
services, and Training under Component 2 7,800,000 100%
Goqu, consultan_t services, non-consultant 1,500,000 100%
services, and Training under Component 3
Contingency Fund 1,200,000

Goods, consultant services, non-
consultant services, and Training under 0 100%
Component 4 (IRM)

TOTAL AMOUNT 15,000,000

23. Financial Reporting and Monitoring: Consolidated IFRs (including all components activi-
ties) will be submitted to IDA within 45 days after the end of each calendar quarter. DND will
ensure financial data related to its component are sent early enough to CNC for consolidation
purposes. The IFR will comprise the sources and use of funds and the detailed expenditures by
component. The IFR’s format will be agreed during project’s negotiation. At the end of each
fiscal year, annual financial statements will be prepared by CNC and will be subject to annual
external audits. Such Financial Statements will comply with OHADA and World Bank require-
ments and will be comprised of:

(i) A Statement of Sources and Uses of Funds which includes all cash receipts, cash
payments and cash balances;

(i) A Statement of Commitments;
(iti) Accounting Policies Adopted and Explanatory Notes; and

(iv) A Management Assertion that project funds have been expended for the intended
purposes as specified in the relevant financing agreements.

24.  Auditing: Annual consolidated financial statements will be prepared by CNC and sub-
mitted to annual audit by an independent external auditor. The auditor will provide one single
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opinion on the annual financial statements in compliance with IFAC Standards on Auditing. In
addition to the audit reports, the external auditors will be expected to prepare a Management Let-
ter giving observations, comments, and providing recommendations for improvements in ac-
counting records, systems, controls and compliance with financial covenants in the Financing
agreement. The Project will be required to submit to the World Bank, no later than six month
after the fiscal year, the audited annual financial statements.

25. FM Conditions and FM covenants

(i) Update of PACV2 procedures manual taking into account PACV3 specificities not lat-
er than two months after effectiveness

(i) Parameterization of the accounting software to fit accounting and reporting needs of
IDA financing not later than one month after effectiveness

(iii)  Recruitment of an external financial auditor acceptable to the Bank, 5 months after ef-
fectiveness

26. Implementation Support Plan: FM implementation support missions will be consistent
with a risk-based approach, and will involve a collaborative approach with the entire Task Team
(including procurement specialist). A first implementation support mission will be performed six
months after the project effectiveness. Afterwards, the missions will be scheduled by using the
AFTFM risk based approach model and will include the following diligences: (i) monitoring of
the financial management arrangements during the supervision process at intervals determined
by the risk rating assigned to the overall FM Assessment at entry and subsequently during Im-
plementation (ISR); (ii) review the IFRs; (iii) review the audit reports and management letters
from the external auditors and follow-up on material accountability issues by engaging with the
task team leader, Client, and/or Auditors; the quality of the audit also is to be monitored closely
to ensure that it covers all relevant aspects and provide enough confidence on the appropriate use
of funds by recipients; (iv) physical supervision on the ground; and (v) assistance to build or
maintain appropriate financial management capacity.

27.  The Project includes limited retroactive financing of payments made by the recipient pri-
or to the legal agreement date. The Government of Guinea will pre-finance eligible expenditures
under components 1, 2, 3 to be procured in line with Bank procurement guidelines. The recipient
will seek reimbursement payments up to US$100,000 made in this context upon project effec-
tiveness.

28.  Conclusions of the FM Assessment: The residual FM risk is considered Substantial.
The proposed financial management arrangements for this project are considered adequate to
meet the Bank’s minimum fiduciary requirements under OP/BP10.00.

Procurement Arrangements

A. General

29. Procurement under the proposed project will be carried out in accordance with the World
Bank’s (i) “Guidelines : Procurement of Goods, Works and Non-Consulting Services under
IBRD Loans and IDA Credits & Grants by World Bank Borrowers” dated January 2011, revised
in July 2014, (ii) “ Guidelines: Selection and Employment of Consultants under IBRD Loans and
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IDA Credits & Grants by World Bank Borrowers™ dated January 2011, revised in July 2014, and
(ii1) “ Guidelines on Preventing and Combating Fraud and Corruption in Projects Financed by
IBRD Loans and IDA Credits and Grants” , dated October 15, 20006, as revised in January 2011,
as well as provisions stipulated in the Financing Agreement.

30. Use of Bank Guidelines: Procurement for the proposed project would be carried out in
accordance with the World Bank’s "Guidelines: Procurement under IBRD Loans and IDA Cred-
its" dated January 2011, revised July 2014; and "Guidelines: Selection and Employment of Con-
sultants by World Bank Borrowers™ dated January 2011, revised July 2014, and the provisions
stipulated in the Legal Agreement. The various items under different expenditure categories are
described in general below. For each contract to be financed by the Credit, the different pro-
curement methods or consultant selection methods, the need for pre-qualification, estimated
costs, prior review requirements, and time frame are agreed between the Borrower and the Bank
in the Procurement Plan. The Procurement Plan will be updated as required, but at a minimum
annually, to reflect the actual project implementation needs and improvements in institutional
capacity.

31.  Advertising: A General Procurement Notice (GPN) will be prepared and published in
United Nations Development Business (UNDB) and in at least a national newspaper after the
Project is approved by the Bank Board, and/or before effectiveness. The GPN would show all
International Competitive Bidding (ICB) for works and goods contracts and all International
consulting services. Specific Procurement Notices (SPN) for all goods and works to be procured
under ICB will also be prepared and published. Expressions of Interest (EOI) for all consulting
services to cost the equivalent of US$100,000 and above would also be published in the UNDB
as well as in the national press.

32.  Procurement of Works: The Project will only fund small civil works such as office reha-
bilitation over widely dispersed sites. National Competitive Bidding (NCB) will be used for
civil works contracts estimated to be less than US$5,000,000 and Small Works procedures for
contracts estimates to cost less than US$200,000. Procurement will be done using the Bank's
Standard Bidding Documents (SBD) for all ICB and NCB, satisfactory to the Bank. Procedures
for civil works executed under the matching grants of the LIF and managed by beneficiary com-
munities, are detailed in the Project Implementation Manual.

33.  Procurement of Goods: Goods procured under this Project would include: vehicles, mo-
torbikes as well as office equipment, such as computers, photocopiers, office furniture, etc. Na-
tional Competitive Bidding (NCB) will be used for locally available goods less than US$500,000
and Shopping for locally available goods less than US$100,000. Procurement will be done using
the Bank’s SBD for all ICB and NCB, satisfactory to the Bank. In exceptional cases procurement
from IAPSO could be used for vehicles and office equipment.

34. Procurement of goods by communities would follow procedures detailed in the Project
Implementation Manual. A simplified Community-Based Procurement Manual was prepared
under previous phases of the PACV. It needs to be updated to take into account the last pro-
curement reforms. Then it has to be validated and disseminated through a series regional work-
shops that will gather both project and Bank procurement staff.
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35.  Procurement of non-consulting services: Non-consultant services procured under the Pro-
ject includes a very limited number of study-tours, surveys and surveillance. They will usually be
procured by direct contracting.

36.  Other Methods of Procurement of Goods and Works: The following table specifies the
methods of procurement, other than International or National Competitive Bidding, which may
be used for goods and works. The Procurement Plan shall specify the circumstances under
which such methods may be used:

Procurement Method

(@) Shopping

(b) Community Participation
(c) Direct Contracting

37.  Selection of Consultants: Consulting services would be for the following types of activi-
ties: audits, impact evaluation, specific studies related to project implementation and decentrali-
zation reforms, capacity building activities, development of training modules, technical advisors,
support to communities for participatory diagnosis and local development planning. Consulta-
tions also include the organization and facilitation of training programs and workshops. The
following table specifies methods of procurement, other than Quality and Cost-based Selection,
which may be used for consultants’ services. The Procurement Plan shall specify the circum-
stances under which such methods may be used.

Procurement Method

(a) Selection Based on Consultants’ Qualifications
(b) Least Cost Selection

(c) Selection under a Fixed Budget

(d) Single Source Selection of consulting firms

(e) Selection of individual consultants

(f) Single source selection of individual consultants

38.  The Project will enter into agreements with Government and/or donor supported institu-
tions for specific implementation support. As no competitive process would be possible, the Pro-
ject would only fund incremental costs. In addition, where capacities are weak, the Project may
enter into contractual arrangements with NGOs for certain aspects of implementation (benefi-
ciary training, participatory analyses, etc.).

39.  Operating Costs: The Project would fund incremental operating costs of the implement-
ing agencies. Normally, national shopping procedures would apply, except for the case of gaso-
line, which is purchased through a system of vouchers. For this particular item, a national tender
would be held each year.

40. Other: The procurement procedures for the matching grants under the Local Investment
Fund follow the guidelines for simplified procurement and are detailed in the Project Implemen-
tation Manual. The procurement procedures and SBDs to be used for each procurement method,
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as well as model contracts for works and goods procured, are presented in the Project Implemen-
tation Manual.

41. Review by the World Bank of Procurement Decisions: Except as the World Bank shall
otherwise determine by notice to the Recipient, the following contracts shall be subject to Prior
Review by the World Bank: (a) each contract for goods and works estimated to cost the equiva-
lent of US$500,000 (for goods) and US$5,000,000 (for works) or more to be procured on the
basis of International Competitive Bidding, Limited International Bidding or National Competi-
tive Bidding, or Direct Contracting; and (b) each contract for consultants’ services provided by a
firm estimated to cost the equivalent of US$200,000 or more; (c) each contract for consultants’
services provided by an individual consultant estimated to cost the equivalent of US$100,000 or
more. All other contracts shall be subject to Post Review by the World Bank, except all terms of
reference and short-lists which are subject to prior reviews regardless the nature or the amount of
the contract.

B. Assessment of the agency’s capacity to implement procurement

42.  All procurement activities will be carried out by the CNC. An assessment of the capacity
of the CNC to implement procurement actions has been carried out in March 2016, by Alpha
Mamoudou Ba, Senior Procurement Specialist, and Mamadou Mansour Mbaye, Procurement
Specialist STC, as part of Project preparation. The assessment of the organizational structure,
and the CNCs track record during the implementation of previous phases were found satisfactory
for implementing the PACV3. However, to strengthen the procurement capacity of the CNC’s, it
is recommended to (i) recruit a procurement specialist to handle procurement activities and pro-
vide training and support to the staff of the other structures which have to handle procurement
activities; (ii) recruit a procurement assistant, (iii) update the Manuals of procedures to take into
account the proposed project, and (iv) train technical staff of all Components involved in pro-
curement activities.

43.  The overall project risk from procurement is Substantial and is expected to be moderate
once the mitigation measures listed above are implemented.

C. Procurement Plan

44.  The Recipient will develop a procurement plan for the first 18 months of Project imple-
mentation, which provides the basis for the procurement methods. This plan will be formally
agreed upon at negotiations. It will also be made available in the project’s database and in the
Bank’s external website. The Procurement Plan will be updated quarterly by the procurement
staff of the CNC or as required to reflect the actual project implementation needs. The procure-
ment plan will specify the procurement procedures to apply to each contract

51



D. Frequency of Procurement Supervision

45. In addition to the prior review supervision to be carried out from Bank offices, the ca-
pacity assessment of the Implementing Agency has recommended two annual supervision mis-
sions to visit the field to carry out post review of procurement actions.

E. Details of the Procurement Arrangements Involving International Competition

. General

Project information:
Country:

Project:

Grant No:
Implementing Agency:

I1. Goods and Works and non-consulting services.

Q) List of contract packages to be procured:

Prior Review Threshold:

Procurement Method Levels Comments
1. Goods = or > US$500,000 Prior review
2. Works (if any) =or > US$5,000,000 Prior review
3 Direct Contracting All contracts Prior review
1 2 3 4 5 6 7 8 9
Ref. | Con- Estimat- | Procure- | Prequalifica- | Domestic | Review | Expected | Com-
No. tract ed ment tion (yes/no) Prefer- | by Bank Bid- ments
(De- Cost Method ence (Prior / Opening
scrip- US$ (yes/no) Post) Date
tion)
Component 1.
01
02
03
Component 2:
01
02
03
04
Component 3:
01
02
03
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04

05

Purchase for components 1, 2 and 4

01

02

03

46. ICB contracts estimated to cost above US$5,000,000 per contract for works, US$500,000
per contract for goods and non-consulting services, the first contract irrespective of the cost es-
timate and all direct contracting will be subject to prior review

I11. Consulting services

Prior Review Threshold:

Selection Method Prior Review Thresh- | Comment
old
1. Selection of firms US$200,000 Prior review
2. Selection of individual consult- US$100,000 Prior review
ants
3 Single source for firms and indi- | All contracts Prior review
vidual consultants
1 2 3 4 5 6 7
Ref. | Description Estimated Selection | Review Expected Comments
No. | of costs (USD) Method | by Bank Proposals
Assignment (Prior / Submission
Post) Date
Component
01
02
03
04
05
06
07
08
09
10

47. Consultancy services estimated to cost above US$200,000 per contract for firms and
US$100,000 per contract for individual consultants, the first contract irrespective of the cost es-
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timate and every single source selection of consultants (firms) for assignments will be subject to
prior review by the Bank.

48.  Short lists composed entirely of national consultants: Short lists of consultants for ser-
vices estimated to cost less than US$200,000 equivalent per contract may be composed entirely
of national consultants in accordance with the provisions of paragraph 2.7 of the Consultant
Guidelines.

Social and Environmental Safequards — See paragraphs 68 to 72 in main text.
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Annex 4: Implementation Support Plan

Third Village Community Support Project

Strategy and Approach for Implementation Support

1. The Project Implementation Manual (PIM) will present the main implementation modali-
ties, and the institutional arrangements to support those modalities As agreed during Negotia-
tions, the PIM will be finalized and become operational no later than two months after effective-
ness .

2. The strategy of the Implementation Support Plan (ISP) has been developed according to
the nature and the characteristics of the Project, as well as its risk profile. The strategy will basi-
cally aim at making implementation support to the client more flexible and efficient, and will
focus on the principal risks identified and the agreed risk mitigation measures described in the
SORT. It will also provide the technical advice necessary to facilitate the PDO achievement. The
ISP also identifies the minimum requirements to meet the Bank’s fiduciary obligations.

3. Collaboration with other key stakeholders and the government is a central factor for the
Project implementation. The Government has developed several key policies and has created
and/or strengthened national institutions that are directly linked among others to decentralization
and local development. These institutions, whose missions and mandates are clearly defined, will
play a major role in the implementation of the Project. The key institutions in charge of the im-
plementation of the Project are the following: the Ministry of Decentralization and Territory
Administration (MATD); The Ministry of Economy and Finance (ME & F); The Ministry of
Budget (MB); Mining and Geology (MMG); The Ministry of Public Services (MPS).

4. The main elements of the strategy are the following:

(i)  Technical support. Technical support will be provided to the participating agencies,
in general, and the Cellule Nationale de Coordination (CNC / NCU), in particular.
This will ensure compliance with different agreed modalities and procedures. On the
other hand, experts of the NCU will provide regular inputs to the agencies in each of
these activities.

(i) Procurement. Implementation support will include the following elements: (a) provid-
ing training; (b) reviewing procurement documents and providing timely feedback to
the Procurement Committee; and (c¢) providing detailed guidance on the Bank‘s Pro-
curement Guidelines to the Procurement Committee; and (d) monitoring procurement
progress against the detailed Procurement Plan.

(i)  Financial management. Support will include the provision of training to the con-
cerned financial management consultants, and reviewing the Project financial man-
agement system (on quarterly basis), including accounting, reporting, and internal con-
trols.

(iv)  Safeguards: Support to environmental and social safeguards will need specialized
missions to project sites twice a year. Support will include capacity building on safe-
guards requirements, and support to the implementation of the ESMP, the PMP and
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(vi)

(vii)

(viii)

the Resettlement Action Plan (Environmental safeguard specialist 4 SWs; Social safe-
guard specialists 4 SWs).

M&E: Adequate support to M&E activities will need specialized missions to project
sites at least twice a year.

Technical support. IDA, in synergy with AFD will provide continuous extensive
technical support through participating in the supervision missions, MTR and eventual
ad hoc advisory services. This support will be crucial to the identification of the main
factors that may hinder the proper implementation of the activities. The support will
include a continuous assessment of risks (outlined in the SORT), fiduciary require-
ments and inputs, and safeguards. The World Bank team will also support the imple-
mentation of the agreed Governance and Anti-corruption Plan, and provide guidance
in resolving any issues identified.

Other Issues. Sector level risks, specifically those posed by the weak capacities of the
new local councils in case the local elections are held. The capacity of public decon-
centrated services will be addressed through specific initiatives aimed at strengthening
these capacities.

Overall project management. The Task Team Leader (TTL), based in the country of-
fice, will provide regular supervision of all operational aspects, as well as coordination
with the Client and among Bank team members.

5. Supervision Arrangements projected

It is projected that a total of 8 supervision missions will be required over the Project
period (4 years).

The NCU will undertake mid-term independent audits and perception survey, which
will be undertaken in a random sample of Communes.

The ISM will be reviewed at least once a year to ensure that it continues to meet the
implementation support needs of the Project

Staff skills required are summarized in the table below:
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Table A.4.1 Implementation Support Plan

Time Focus Skills needed Resource Estimated Partner role

Focus on all key aspects of the activities of .

all the components, mainly related to: Organizational, leadership, TTL/ Operations analysts and

Assisting Communes in planning activities | S°cial and environmental consultants 15 SWs

and implementing investments safeguards, and procurement. _Communlty development special- | consultants are recruited

Building and strengthening local capacities | OVerall experience in local Ist 6 SWs to support the targeting as
First 12 | Establishi . hani development, decentraliza- Environmental safeguard special- | well as the local level
rr|1?nths Cztﬁrgangn%\?erzllevance mechanisms at tion, and community devel- | ist 4 SWs planning and M&E.

: " opment and community sensi- | socjal safeguard specialists 4 The World Bank will pro-

Setting up _the conditions of Inter- _ tization. SWs vide significant TA con-

communall_ty and support first experiments Experience on M&E M&E specialist 4 SWs tributions.

Impl_en_went_mg_ade_quate M&.E syst[em Public administration/ institu- | pyplic administration/institutions

Providing institutional and financial support | tions specialist 4 SWs

to CNFPCE

Focus on all key aspects of the activities of _

all the components, mainly related to: Organizational, leadership, TTL/ Operations analysts and

Assisting Communes in planning activities | social and environmental consultants 15 SWs

and implementing investments (PAI) safeguards, and procurement. _Community development special-

Building and strengthening local capacities | Overall experience on local | 15t10 SWs ~ | Consultant firms are re-

19-48 Supporting inter-commune investments development, decentraliza- Environmental safeguard special- | cruited to finalize and
e . . tion, and community devel- ist 12 SWs execute targeting.

months | Providing institutional and financial support

to the FNDL/EPA;

Supporting the CNFPCE
Financing independent audits
Carrying out supervision missions
Etc.

opment and community sensi-
tization.

Experience on M&E

Public administration/ institu-
tions

Social safeguard specialists 4
SWs

M&E specialist 4 SWs

Public administration/institutions
specialist 4 SWs

The World Bank will pro-
vide significant TA con-
tributions.
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Table A.4.1 Staff needs to support project

Skills needed MTHOET €17 S Number of Trips Comment
Weeks
3 the first year and
TTL 12 SW annually two annually Based in Conakry
thereafter
Operations analyst 2 SW annually Field trips as required Based in Conakry
Procuremen . . . .
ocu _e _e ' 3 SW annually Field trips as required Based in Conakry
specialist
FM specialist 3 SW annually Field trips as required Based in Bamako
Governance & Local
development 4 SW annually Field trips as required Based in Conakry
specialist
Social safeguard 4 SW annually Field trios as required Based in Washington
specialist (from Year 2) P a and / or in Niamey
Environmental 4 SW annually . . . .
- Field tr requir B n Dakar
safeguard specialist (from Year 2) leld trips as required ased in Daka
Communication 2 SW annually . . . i
specialist (from Year 2) Field trips as required Based in Conakry
Based in
. 4 SW annuall . . .
M&E specialist SW annually Field trips as required Ouagadougou
(from Year 2)
or Quebec
Partners

Name

Institution/Country

Role

European Union

Synergy / complementarity

AFD Paris and Conakry Synergy / complementarity country wide. Use
the same Unit
EU Brussels and Cona- Synergy / complementarity in implementation

kry

of Activities of Components 1-3
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Annex 5: Economic and Financial Analysis

Third Village Community Support Project

Introduction

1. The objective of the Project is to strengthen the local government financing system and
improve local service delivery in rural communes and to provide an immediate and effective
response in the event of an Eligible Emergency or Crisis. To achieve this objective the Project
will support the beneficiary rural communities by providing them with the necessary tools and
skills to implement local development activities that would improve their living standards.

Summary of Project Activities

2. The Project will be implemented through four components: (a) a local investment fund
with specific financing windows (b) capacity building for sustainable local governance and
community participation; (c) immediate response mechanism and (d) project management and
enhanced participatory monitoring and evaluation. Component 1 will finance a number of small
investments in selected CRs. The activities will include complementary investments aimed at
improving micro-projects undertaken under the predecessor project (PACV2), micro-projects in
the Ebola affected CRs, micro-projects in the mining CRs, and inter-community micro-projects
through the implementation of natural resource management (NRM) micro-projects. Component
2 will improve technical, fiduciary and project management capacity of the local authorities to
enable them to undertake local development activities, including support to the implementation
of the local government code that is expected to strengthen fiscal and administrative decentrali-
zation. Component 3 will mainly finance project coordination and management. Component 4
will be a zero budget component which will establish a disaster contingency fund that could be
triggered in the event of a natural disaster. The Project’s main beneficiaries are the rural popula-
tion living in the targeted CRs. Project interventions will increase the beneficiaries’ access to
quality social infrastructure. It will also improve the beneficiaries’ incomes through engagement
in community level income generating activities.

Project Benefits and Costs

3. Benefits. Benefits are the positive outcomes of a project implementation. Two categories
of benefits (direct and indirect benefits) can be distinguished. Direct benefits are benefits that
accrue to the beneficiaries who are directly targeted by the Project, while indirect benefits are
benefits related to the behavioral change of the Project beneficiaries, and it is usually accrued to
beneficiaries not directly targeted by the Project. Due to difficulties in measuring indirect bene-
fits, they were not included in the analysis. The Project will support beneficiary groups to under-
take income generating activities to improve their living standards. Experience under the two
previous sister projects PACV2 and PGCT showed that when the rural people are given the reg-
uisite tools and skills to come together to undertake income generating activities they accrue sig-
nificant benefits. The implementation of the Project’s activities will create employment for the
beneficiaries, and hence, improve their incomes. Benefits will include proceeds from the sale of
farm produce from the agricultural activities to be undertaken by the beneficiary groups. Also,
significant benefits will accrue to the rural population through the use of improved social infra-
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structure, such as water points/wells, abattoirs, market centers and youth centers to be provided
or strengthened under the Project. Proceeds from the operations of these centers will improve the
livelihoods of the beneficiaries through an improved incomes and social well-being. Project
Costs. Costs are the financial resources used in undertaking a project. Two kinds of costs can be
distinguished: (i) direct costs (e.g. equipment and material costs, maintenance costs, utilities such
as power costs, and labor costs etc.), and (ii) indirect costs. Lack of data did not allow for the
inclusion of indirect costs in the analysis. All the Project’s direct costs both investment and re-
current costs computed through the Project’s cost tables, were included in the analysis.

4. Data sources. The analysis utilized a sample of micro-projects that are expected to gen-
erate significant direct benefits to project beneficiaries. The team focused on specific activities of
the project’s subcomponents, which will generate the expected benefits, and for which data were
available. Useful information and data that serve the basis for this analysis was obtained from
the impact evaluations of the two previous projects PAVC2 and PGCT that supported local
government development and NRM activities in Guinea. The team also obtained significant in-
formation from discussions with community authorities and members in order to get their views
on the expected project’s impacts on the beneficiary communities.

Methodology and underlying assumptions

5. The methodology used for the analysis was based on the assumption that the scope and
scale of the proposed investments would be driven by explicit demands from the Project’s target
population. Therefore, a detailed ex-ante cost-benefit analysis for the entire project was not un-
dertaken. As noted, the team performed the analysis by looking at specific subcompo-
nents/activities for which data were available, and which were expected to provide significant
benefits to the Project beneficiaries. Based on these assumptions, production models that would
generate the expected benefits from project interventions were built. Using the available primary
and secondary data, the team developed and analyzed the following production models for mi-
cro-projects to be implemented by the Project. These include: (i) small scale slaughter house
(abattoir) for meat retail; (ii) market centers for local trading activities; (iii) youth centers for
local entertainment; and (iv) bridges and crossings for local transportation. Based on the evi-
dence under PACV2, the team assumed that improvement in the existing abattoirs, market cen-
ters, youth centers, and bridges and crossings resulting from the complementary infrastructure to
be provided by the Project would increase the use of the facilities. The increased demand for
these facilities will lead to increased incomes of the operators of the facilities. The team also
assumed that the local representatives/ authorities who would manage the facilities would collect
significant revenues from the operators of the facilities. The revenues will constitute benefits to
the beneficiary CRs. It was also assumed that the utilization of the bridges and crossings would
boost the local economic activities as transportation will improve significantly. Other production
models that were included in the analysis include (i) lowland cultivation of vegetable crops to be
undertaken by the beneficiary groups whose incomes are expected to increase and (ii) water
points/ wells whose use would bring significant revenues for the CRs from user fees to be col-
lected from the water users. This will be a good source of maintenance funds for the community
management committees, who are responsible for maintaining facilities, established under
PAVC?2.

6. In addition, production models such as stone fences and compost pits to be developed
under the NRM interventions were included in the analysis. Empirical evidence shows that
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stones fences and compost pits contribute to increased yields and agricultural productivity. These
micro-projects are expected to increase agricultural activities in the beneficiary communities.
The increased agricultural activities would increase incomes and improve food security. Other
social infrastructure (health center, health post, and primary schools) which are typically of so-
cial nature and which do not necessarily generate revenues were not included in the analysis.

7. Project benefits regarding capacity building interventions were mainly based on social
benefits to be accrued to the society or the community. The team assumed that the beneficiaries
whose skills and abilities will be strengthened under the targeted training programs to be sup-
ported by the Project will support development planning and implementation activities in their
respective CRs. The involvement of these beneficiaries in planning and implementation of local
development activities will have significant impacts on the society or the community as whole.
Available information and data from PAVC2 show that a variety of capacity building interven-
tions aimed at improving local capacity to plan, manage and implement local development pro-
grams were carried out in all the beneficiary CRs. Local authorities were trained in areas such as
local financial resource mobilization and budgeting techniques, local planning and project man-
agement techniques, administrative, financial, accounting, and procurement management proce-
dures for CRs, participatory budgeting procedures, and community procurement techniques for
managing local investment fund (LIF). Over 7,000 community leaders, local authorities, local
workers etc. benefited from these interventions, which enhanced their skills that led to develop-
ment of local infrastructure as well as mobilization of local revenues. For example, it was proven
under PACV?2 that the capacity of the CRs to mobilize resources significantly improved. An im-
pact assessment survey® conducted as part of PACV?2 closure showed that average tax revenue
mobilized by the CRs increased consistently between 2011 and 2014, growing from GNF 22.1
million in 2011 to GNF23.2 in 2012 and then steadily increasing to reach GNF 36.2 million in
2014, an increase of over 64 percent over 2011 and 2014 period. Since PACV3will sustain the
gains of PAVC2, and with high focus on capacity building activities, the analysis assumed sig-
nificant increase in future revenues of the CRs as a result of the local authorities improved ca-
pacity to implement and manage the local facilities. The effective management of the revenues
will allow the CRs to improve the well-being of the citizens of their communities by improving
the social amenities/infrastructure. Therefore, the revenues to be derived from the operations of
the infrastructure supported by the Project will constitute benefits that will accrue to the popula-
tion living in the CRs.

8. The analysis took into account the Ebola condition and calculated two separate ERRs to
show the expected impact of any future Ebola outbreak on micro-project activities. It was as-
sumed that sporadic or some Ebola cases that might affect implementation, may occur now that
the country is moving toward Ebola free over the next couple of years. An exchange rate of GNF
7,588 to US$1 was used for the analysis, and a 12 percent discount rate was assumed as the op-
portunity cost of capital in Guinea. On the average, a 10-year horizon was used for the analysis.
Guinea’s GDP per capita = US$523 (Source: WDI, 2013). Economic project costs were calculat-
ed based on the Project’s cost tables, which takes into account the effects of taxes and prices.

® Ministére du Plan, Institut National de la Statistique, Deuxiéme enquéte pour 1’évaluation des indicateurs de résultats (ODP et
intermédiaires) et des indicateurs SYGRI du PACV2
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9. Based on the above assumptions an input-output approach® to CBA was employed. Key
inputs and expected outputs, including the associated costs to the operations of the models were
used to derive the incremental net benefits of the Project. From the net benefits, the net present
value (NPV) and economic rate of return (ERR) were calculated to determine financial and eco-
nomic viability of the Project. Key methodological considerations include: (i) identification of
project inputs and outputs through costing spreadsheet data, and classification of project activi-
ties into production models above; (ii) quantification of outputs to determine the benefit stream;
(iii) development of value flow tables to determine the net benefits that would be generated from
a combination of inputs and outputs; (iv) using techniques of discounting to discount project
benefits and costs to calculate the project’s net present value (NPV) and the economic rate of
return (ERR); (v) conduct of component/activity by component/activity analysis to arrive at
overall NPV and ERR using excel spreadsheet’s economic and financial function ; (vi) the con-
duct of a sensitivity analysis to address the uncertainties associated with the underlying assump-
tions in order to determine the relative responsiveness of changes in some key variables used for
the analysis.

Summary of Results of the Analysis

10. Results of the analysis. Based on the above assumptions and taking into consideration
the expected project benefits, the net present value (NPV) of the Project has been estimated at
US$54,673. The positive NPV means that the Project would generate the expected benefits. The
overall economic rate of return (ERR) has also been estimated at 24 percent. Table A.5.1 shows
a summary of the analysis.

Table A.5.1 Estimated Net Present Value (NPV) and Economic Rate of Return (ERR) of
Project Interventions

Net Present Value (NPV) Economic Rate of Return
Components/Activities (in GNF) (ERR)
Subcomponent 1.1: Com-
plementary micro-projects
Abattoir 425,917,093 18
Water points/wells 759,539,136 28
Bridges and crossings 560,623,444 24
Market center 960,538,380 26
Youth center 560,654,244 17
Subcomponent 1.2: Micro-
projects in the Ebola affect-
ed CRs
Abattoir 350,654,244 18

* The input-output approach to conducting a CBA is based on the premise that implementation of every project re-
quires a combination of basic factors of production (labor, capital, equipment and material and supplies) to generate
the Project’s benefits.
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Components/Activities

Water points/wells
Bridges and crossings
Market center

Youth center

Net Present Value (NPV)

(in GNF)

560,247,368
370,654,527
495,654,244
244,076,405

NRM Activities in Ebola affected CRs

Compost pits and stone fences
Low land cultiva-
tion/agricultural production

Subcomponent 1.3: NRM-
Inter-community micro-
projects activities

Compost pits and stone fences
Low land cultiva-
tion/agricultural production

Subcomponent 1.4: Micro-
projects in CRs located in
mining areas

Abattoir

Water points/wells

Bridges and crossings
Market center

Youth center

Subcomponent 2.2 Capacity
building of region-
al/prefectoral staff
Improving regional capacity
in project management

Subcomponent 2.3: Local
capacity building

Improving local capacity in
project management and
planning

Improving fiduciary and M&E
capacity

Overall Average

13,407,640
16,568,943

15,589,201
18,068,943

808,742,036
976,066,789
859,665,370
548,654,376
281,879,627

244,076,405

26,188,078

29,425,267
414,858,717

Economic Rate of Return
(ERR)

25
20
21
14

16
22

19
28

35
33
36
31
20

27

25

23
24
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Sensitivity analysis

11.  To account for uncertainties associated with the assumptions used in the analysis, a sensi-
tivity analysis was conducted for selected project interventions through a reduction in sales pric-
es and operating costs of the proposed activities. The results of the sensitivity analysis showed
that the ERRs and NPVs of the proposed interventions are not sensitive to changes in sales prices
or operating costs. The Project’s switching values correspond to small variations in sales price
or operating costs. Table A.5.2 shows the results of the sensitivity analysis of selected production
models.

Table A.5.2. Switching values for input and output for the Project’s investments
Income gener-

Meal  Vegetable >1ON®  COMPOSL - 4ting ype So-
Retail fences pits -
cial centers
. o) H
MaX|mu.m % decrease in 13 15 12 12 14
sales prices
. o/ H
Maximum % increase in 15 18 16 17 20

operating costs

Conclusion

12. From the above analysis, and the results in tables A.5.1 and A.5.2, it is clear that when
the Project’s benefits are compared with its associated costs the NPV and ERR show positive
outcomes. This means that the Project’s investments are economically and financially viable. A
sensitivity analysis conducted to test the robustness of the analysis with regard to the choice of
variables for the analysis also showed positive outcomes when the sales prices and operating
costs of the interventions were altered.

Rationale for public sector provision/financing

13. Decentralization is important for boosting local governance and the two previous phases
of the PACV in Guinea have demonstrated how this type of project helps local government enti-
ties to remain resilient and fully relevant to take the local development forward, including in a
challenging socio-political context. Political and institutional instability can significantly be mit-
igated by the awareness raising generated by the CDD approach. Because support to local devel-
opment is, above all, a public management business, the Government of Guinea is encouraged to
take such an agenda forward in partnership with its traditional donors so that the gains already on
the ground could be expanded and sustained.

Value added of Bank's Support
14.  The World Bank has a convening power and a comparative advantage in proven access to
global knowledge particularly on CDD operations worldwide. The stock of knowledge gained

from the previous two phases of the Project in Guinea, including from similar operations in the
Africa region and worldwide are valuable advantages from which this Project builds upon and
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could quickly come up with smart achievements and impacts on local governance to promote
local development. Gender issues, including youth employment, is a growing challenge for Afri-
can Governments that are looking for the best panacea for addressing them. Also, learning from
closed or ongoing World Bank interventions and knowledge products on youth employment as
well as large consultations with youth would surely help to come up with a good financing
mechanism model that would make local governance opportunities appealing for youth participa-
tion that the Project would implement. Overall, the Bank’s involvement in the Project would
contribute to incremental funding and technical expertise required to improve CDD and decen-
tralization, improve the well-being of the poor by increasing access to social infrastructure ser-
vices, create opportunities for youth employment, and foster a policy and institutional environ-
ment for an effective and transformational economic growth at the local level.
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