Zambia: Strengthening Climate Resilience in the Barotse Sub-Basin
(PPCR Phase II) Project — P127254
Ninth Implementation Support Mission, June 11 to 15,2018
Aide Memoire

Introduction and Acknowledgements

1. A World Bank mission conducted the ninth Implementation Support Mission for the
‘Strengthening Climate Resilience in the Barotse Sub-Basin’ Project under the Pilot Program
for Climate Resilience (PPCR) Phase II from June 11 to 15, 2018. The mission held discussions
in Lusaka. The purpose of the mission was to advance the implementation of the project, by
reviewing components that were proceeding slower than expected and also to advance the
discussion on the implementation approach of the additional financing resources.

2. The mission was led by Iretomiwa Olatunji (Senior Environmental Specialist/ Task Team
Leader), and included: Magda Lovei (Practice Manager), Nathalie Johnson (Senior
Environmental ~ Specialist/co-TTL), Raul  Alfaro-Pelico (Lead Climate Change
Specialist/PPCR Focal Point), Cecil Nundwe (Water Resources Specialist), Wedex Ilunga
(Senior Procurement Specialist), Eliot Kalinda (Procurement Consultant), Baison Banda,
Francis Zulu (Financial Management Consultant), Tito Joel Kodiaga (Environmental
safeguards Specialist), Njavwa Chilufya (Social Safeguard Specialist), Anam Basnet (World
Bank PPCR Admin Unit Consultant), Valery Kavaleuski (Consultant), Ngao Mubanga
(Economist, Consultant World Bank) and Wisdom Mulenga (Team Assistant).

3. The team would like to thank the Government of the Republic of Zambia and all relevant
Ministries, Departments, Provincial and District stakeholders for the kind reception and
assistance offered during the mission. The team would like to thank the National Project
Coordinating Unit for Zambia PPCR for its continued sustained leadership in coordinating the
PPCR in Zambia.

4. A time-bound action plan agreed with the Government on key next steps for project
implementation is included at the end of this Aide Memoire.

Project data and ratings

Table 1: Selected Project data and ratings

Key Project Data Key Project Aspects Previous ISR! Current
ratings and flags mission
ratings
Board approval May 9, 2013 Achievement of PDO S S
date
Effectiveness September 13, 2013 | Implementation MS S
date progress

! Implementation Status and Results Report (ISR) is the Bank's required bi-annual public document on the
status of the project available at www.worldbank.org.




| Closing date December 31, 2019 | Project management S S

Project age 3 yrs. Fiduciary (Financial MS MS

Management)
Project age 3 yrs Fiduciary S S
(Procurement)

Project amount  US$36,000,000 Safeguards S S
% Disbursed 64 % M&E S S
from WB
% Spent to date ' US$23.064 million |Highlighted areas None

Note: § = Satisfactory; MS = Moderately Satisfactory
Implementation Progress and Key Findings

A The progress towards attaining the project’s development objectives continues to
remain Satisfactory. The implementation progress has been upgraded to Satisfactory as
measured against: (a) Progress against intermediate indicators (comparing the status with the
original plan); (b) Progress on completion of key actions agreed during the last mission; and
(c) Progress of disbursements (against the original disbursement profile).

6. Community Grant Disbursement Delays: One major issues that was identified during
the mission was the delays at the community level in releasing the second tranche of
community grants due to issues of accountability. It was established that the accountability
been requested from the communities is beyond what is provided for under the guidelines on
CDD implementation in the Project Implementation Manual (PIM). Thus, it was agreed that
the PIU must follow the guidelines in the PIM, to facilitate disbursements of the grants to the
communities.

7. Canal Rehabilitation Funding: The funds allocated for rehabilitation and construction of
canals will not be sufficient to finance the completion of the works. Therefore, the mission
advised the PIU to review the project cost tables and budgets to identify where the additional
funds required will be reallocate from, if need be from the Additional Finance. Going forward,
the mission agreed that there is need to have a review of all project activities, to fast track
implementation, taking advantage of the additional financing and extension in project life.

8. PPCR Project Implementation Unit (PIU): The PIU continues to perform successfully
with impact and efficiency. Now that the PPCR AF has been approved the demands on the
PIU staff will increase, meaning that they will no longer be able to backstop other government
programs or projects such as ZFLP. To ensure continued success and momentum in the PPCR
project implementation the team requested that the PPCR PIU staff dedicate their full attention
to the PPCR project implementation and not be called upon to support or participate in non
PPCR activities.




9. PPCR Additional Finance: The Additional Finance (AF) for PPCR of US$14.6 miilion
was approved by the World Bank Board on June 18, 20{8. These additional resources will
increase the funds available under the PPCR II project and enhance the impact of the program
in the Barotse Sub basin. The next action is for the Government to sign the Credit and Grant
Agreements.

10. Financial Management: The financial management of the project remains adequate; the
rating is maintained as MS because (1} disbursements are lagging behind; (2) expenditure
performance is relatively low. A detailed report on FM is in Annex L

[1. Procurement: Procurement is progressing according to the updated procurement plan
Procurement performance of the project is rated as “Satisfuctory”. There does not seem to be
any constraints in procurement capacity at the PIU with no undue procurement delays. The
client is using STEP (online procurement planning, mentoring and reporting tool) for all
procurement under this project. Procurement plans are regularly updated through STEP. The
use of STEP has improved the efficiency and transparency.

12. Environmental and Social Safeguards: Project performance in relation to environmental
and social safeguards is considered satisfactory. There have been no records of physical or
economic displacement as construction and rehabilitation works on canals being undertaken
within existing canal corridors. The Safeguards Specialist and the District Adaptation
Facilitators are managing social risks in accordance with the project ESMP. The grievance
redress mechanism is operational and being monitored by the Safeguards team. It is anticipated
that the upcoming social and environmental audit will provide lessons for strengthening
safeguard implementation on the project.

Key Follow-up Actions

Table 2: Summary of Agreed Actions

; Action Responsible Due date _ |
& Resolution of Accountability for | PIU/WB September 1, 2018

2 | Funding for Canals Identified PIU/WB September 1, 2018

. 3 | Credit and Grant Agreement Signed Government August 15,2018




Annex 1

Financial Management

The adequacies of both the Financial Management (FM) arrangements of the Project and Risk
rating have been assessed as Moderately Satisfactory and Moderate respectively.

The total disbursements as at June 28, 2018 are US$ 23.064 million (TF#14573 USS$ 4.597
million and TF#14588 US$ 18.467 million) with the disbursement rate of 64% against
implementation period of 83%, therefore, disbursements are lagging. The Designated
Accounts{DA) have been active since the previous mission such that one (1) withdraw
application and one (1) direct payment have were made to TF#14573 and three (3) withdrawal
applications and two (2) direct payments were made to TF# 14588.

Despite the good progress made in the activities of the DA, the mission observed that
expenditure performance is relatively low. For instance, the actual expenditure of TF# 14588
for the quarter ending March 2018 was US$1.43 against a budget of US$2.43m resulting in a
budget deficit of US$1.00m representing 4% below budget. Whereas actual expenditure of
TF# 14573 for the quarter ending March 2018 was US$ 2,153 against a budget of US$ 100,000
resulting in a budget shortfall/negative variance of US$ USS 97,847 representing 98%. The
project was advised and encouraged to improve expenditure performance and ensure that
expenditure projections are realistic and reflect the pace of activities on the ground.

The mission was informed that the audit of the project for the year ended December 31, 2017
is progressing well and that it will be submitted by the due date of June 30, 2018.

Significant progress has been made to resolve the previous eight (8) internal controls
deficiencies that were highlighted in the Management Letter. The mission was informed that
almost all the identified outstanding issues were nearly addressed and an action plan was put
in place to address the remaining ones. However, this issue will be kept in view since the
mission was not availed evidence of how the issues were addressed.

SOE Review is yet to be conducted. As part of Bank implemeantation support to the project, the
Bank would carry our an SOE review of the project from inception as this has not been done
before. The SOE review will include among others the review of payment vouchers, filling
system, asset register efc.




The FM rating remains MS because (1) disbursements are lagging behind; (2) expenditure
performance is relatively low.

FM Action Plan

# [Actions  _Bywhen Who Status i
1. | Submission of June 30, 2018 Project In progress
Audited Financial Financial
Statements for Management
December 31, 2017 Specialist
2. | Submit evidence of | October 31, 2018 Project
resolving the eight Financial
(8) issues identified Management
in management Specialist
letter
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