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FOREWORD

The Royal Government of BhutaRGoB) recognizes the devastating impact that climate change is
having on Bhutanés economy and walarecammittad ol addeessstie | e
challenges and opportunities througtr 12" Five Year Plan(20182023). In this contextduring the
Conference of the Parties (COP) d552009in Copenhagernthe Royal Government of BhutarRGoB)
pledged taemainacarbonneutral countryand has successfully done $bis was reaffirmed at the COP

21 in Paris in 2015.

Despite being a negatimmission LDC, Bhutan has restrained its socioeconomic development by
maintaining more than 71% of its geographical area ufwmlest cover,andcurrentlymore than 50% of

total land areds formally under Protected Areas, Biological Corrid@ndNatureReserves.In fact, air
Constitutioral Mandatedeclares thaat least 60% oB h u t total d&asd areashall remainunder forest
cover for all timesin this regardBhutancontinuesto increasinglyface the adverse impaaf climate
change irspite of our commitment to remain carbmeygative

This Strategic Program for Climate Resilience (SPCR) represents a aaotieMfork to build the climate
resilience of climaterulnerable sectors of the economy andisk communities across the country. It
also offers an integrated stelyi ne on Bhut anrm@slienceahallengasaahd expkciatioast e
with a specific ge-climatic focus on the highly vulnerable southern belt river basins and mountain
ecosystems.

This SPCR includesnnovative ecesystem based approaches to Integrated FBased Management
(IFBM) of river basins; Climat®riented Watershed Managementii; Climate SMART Thromde
(Township) planning a robust and innovative Resource Mobilization Strategy, with-traatitional
financing options and sustainability mechanisneimateresilient CSMIs, and the promotion of
adaptation busineservices transformational capacHyuilding approaches strong Gender Equity and
Social Development (GESI) componeatn d fAHappi nesso devel opment al

The SPCR preparation and development process haspbesosefullycountrydriven speareaded by
the Gross National Happiness Commission Secretariat (GS)H@ith MDB Teams led by the World
Bank with Central andLG officials including Gewog, Women, Youth, CSOs and private sector
representatignand fullyvetted byseveral Governmeritechnich Teams. This SPCRas beerfiormulated
through a strategic and participatory process that ensures: (i) strong countig bupugh a highly
decentralized development modahd, meaningful climateesilient outcomes for vulnerable Southern
Gewogs(CountyCouncil and ChiwoggVillage Block).

The institutional mechanism for SPCR investment project implementadiwh, for monitoring and
evaluation are anchored within GNHS to ensure conformity to its mandate as a coordination agency
for national level fanning, coordination and monitoring of policies, programs and projects. This
implementation mechanismill ensurethe institutional and governance sustainabilitytbé SPCRby
effectively transforming new ideas into tangible and meaningful results on the ground.

Bhutan is submitting its SPCR in a relative position of strength as it waslistextwithin a group of 10
eligible countries from a much larger list of expressi of interest of 36 countrielloreover,Bhutan is
not only the first country to officially declare its carboautral commitment to the worldit is the sole
nation on earth to actuallgttain the unique status of carbomgative state Notwithstandingthis
commitment our nationaldevelopment is being fundamentally hampered by a barrage of climaaiged

extreme events wreaking havoc to Bhut aoor@leady oc al

! LandUse Land Cover 2017 Atlas of Bhutan, Ministry of Agriculture and Forests
2 Department of Forest and Park Services
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vulnerableriverside Chiwogs our precious rip@dan and highmountain ecosystems, amdir extensive
forest cover and protected areas.

It is with great challengand opportunity in mind, that we confidently and proudly submit this SPCR
proposal to the CIF, with the distinct expectation of categomcelorsement from the CIF PPCR
Committee and the International Donor Community to help galvaniz&itigglomof Bhutan toward a
climateresilient and lowcarbon future in a climatehanging world.

Secretary, Gross National Happiness Commission (GNHC)
October, 2017
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BHUTAN STRATEGIC PROGRAM FOR CLIMATE RESILIENCE (SPCR)

EXECUTIVE SUMMARY

Pillar 1/C1: Climate Hazards & Pillar 2/C2: Analysis of Climate Impact on Water Scarcity
WVulnerability Mapping, Risk (WND/DoFPS). Target: Nation-wide (Wetland & Spring
Identification & Services (NCHM). water assessment (Wangdusphodrang, Mongar. Trashigans.
Target: Nation-wide, with Southern T ¥ angtse & Liwmtse): with Southern target Gewogs
focus
Pillar 4/Co:
Mainstreaming of ECP

Pillar 3/C5: Gasa mto Education Sector

Private Sector (NEC/RUB). Target:

interwoven Fherubtse, CST & CNR

(GNHC/IFCB

CCI). Target:

Southern Belt \ Punakha

Paro
Thimphu
Wangduephodran
He Trashigang
Tsirang
Zhemgang ;
Samise Chhukha rpang Pemagatshel Samdrupjongkhar

Pillar 3/C4: Climate-SMART
Pillar 2/C3: Flood Hazard Assessment & Climate Urban Planning & Development
Resilient Measures (FEMD/NoWHS). Target: Sarpang (DHS MoWHS). Target:
(Gelephuy. Chukka (Phuentsholing). Dagana & Samitse Samdrupiongkhar Thromde
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Rationale

1. In July 2011, the UN Generdlssembly unanimously adopted the Bhukaad resolution on
AfiHappiness towards a holistic approach to devel o]
Happiness (GNH) Philosophy is used as a development paradigmsiia¢snand guides the formulation
of sociceconomic development plans and policies aimed at maximizing the wellbeing and happiness of
the Bhutanese people and society.

2. The primary goal of our upcoming Twelfth Five Year Plan (218 1 3) i s t breof A Ma x i
Gross National Happiness. o0 This MAHappinesso goal
estimated as it is the quintessential developmental philosophy of the Royal Government of Bhutan, and as
a key pillar of this SPCR. It is undeniably vitalour socieeconomic development success.

5. Most recently in the United Nations Conference of Parties, COh IZopenhagenBhutan
voluntarily pledged to remain carbowrutral.Bhutan emits approximately 1rillion tonnes of carbon
annually while itsforests serves as a carbon sink absorbing approximately 6.3 million tonnes,
distinguishing Bhutan as tfs®le country in the world with negative carbon emissions

6. lronically, Bhut andés net sequestr arthropogenict at us
climate change directly threatening the fragile mountain ecosystems, river basins, and our vulnerable
communities. Moreover, many of the esgstem (resource) dependent 20,143-1{eeh cottage industries
across the country are at direct riskm climate impactsdue to climatéenduced water shortages for
production processes and fabased enterprise, and downstream flash floods and debris flows impacting
their value chains

8. Although Bhutan has made great strides in its SDG and natisnalopment goals, as an
aspiring LowMiddle Income Country, we are subject to several developmental contradictions. More than
589 of our total labour force is engaged in agriculture aigisj but agriculture is pracéd on barely
2.759% of existing citivated land’, with most food items imported from Indi&or this reason alone,
Bhutandés eligibility for climate financing must c

9. Bhutan is also endowed with vast water supplies, yet paradoxically suffers from increasing water
scarcity and drought especially across the mid altitude inner and southern regions, exacerbated by wide
spread climate extremes. Moreover, emergent industry is struggling to diversify its products and services
nationally, with a desire to strengthelits export markets. This desire for economic growth and
diversification is tempered by repeat climate hazards that continue to disrupt business value chains, and
hamper CSMI success. Again, the country desperately needs an SPCRrdsiliate business moded
contend with these climate threats to their bottom line.

10. Bhutan is being continuously threatened with a torrent of clinatieced extreme events, such
as: chronic flooding and extreme flashfloods damaging rural farm lands; frequent landslides and
desabilized slopes in our human settlements and along country roadsides; -thicueted droughts, a
disconcerting increase in water scarcity from groundwater and spring water depletion, and consequent
food insecurity and flash fires, and acute windstormh giieater intensity cycloneslestroying our rural
cottage industries and critical (urban) infrastructure.

11. Thus, with Bhutan's extremely high food inseculity food seltsufficiency, and its lowrated
Environmental Vulnerability Index (EVI) due tcsitopography and hydrologically unstable climate, the
countryods LDC st at us Itismalso plausitieuhat ahtigipatedechmate shockstmay i ¢ .

3 Labour Force Survey Report 2015. Ministry of Labour and Human Resources.
4 Atlas of Bhutan, Land Use Land Cover 2017. Ministry of Agriculture and Forests.

° Atlas of Bhutan, Land Use Land Cover 2017. Ministry of Agriculture and Forests.
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actually reverse Bhutanés positive develngipment tr
downward trend and an unanticipated drop in Bhuta

12. Most Gewog (Counyy Counci) and Chiwog (Village Block) across Bhutan haveery low
ireact i v edcapaatyatpbttedttoi theinlimited resource base,giteas socieeconomic status,
labour shortages, and increased risk and exposure to drought, unseasonal precipitation, and wind events.
Bhutanés SPCR must t her ef o rsygsterpbasedclimateasilzest méabuees i nc or
to protect humasettlements and critical infrastructure, especially in our Southern Dzongkhags (Districts)
where vulnerability and exposure to climate impacts are at their gre@test, ay justification of
climate financing in Bhutan must be tempered with a clearrusde andi ng of Bhut an
developmental and economic challengexd our inability to adapt

13. For example, the current knowledge base and operational capabilitiBshaf t a n 6 s Centr
Agencies and SPCR Line Ministry Implementing Agenciesvarg modestlyequipped to respond to risk
management needs in the field. With extensive dialogue to date on SPCR, these expert t4dted ate
the prospect ohssunng greater institutional roles in thenovativedesign and implementation of clate
risk management initiatives

14. On the strategic planning sidB.hut andés SPCR s e e k-led SPOR idtiatvee | op a
with a vision on climateesilience that: complements the overarching developmental policy framework of
Gross National Happiness (GNH) dapoverty reduction; outlines country adaptation priorities; and,
articulates a program of climate risk management (anecbnlwondevelopmentinvestment projects and
activities to contribute to Bhutans " Biv2 Year Plan (FYR)and to complement our NAand NDC
priorities.

Approach

15. The storyline for this SPCR is one of focusing on a national landscape, with a geographical
progression starting in the glacierelting northern highlands, through tleecsystem stressedentral
valleys, to the highlywulnerable southern lowlands; whereby a botigmapproach of climateesilience
to human settlements, ecosystems, and critical infrastructure will be applied. Consequently, a
disproportionate share of SPCR investment will strategically focus on vulnemimaunitiesin the
Southern belt

Gender Lens

16. With the adverse effects of climate impacts on rural farming populations anddaz®e micro
enterprise- largely attributed to flash flo@] ground water depletion, amsérvice disruptions women
and girls are increasingly burdened in the field, in their homes, and with their eontiseg livelihood
activities.

17. The SPCR will therefore make a concerted effort to systematically incorfaeatier Equity &
Social Integriion (GES) throughout the program lifeycle. This priority will be programmatically
supported by the National Network of Line Ministry ah@® Gender Focals, andith the explicit
involvement of the NationaCommissiorfor Women & Children (NCWC)along with womenled CSOs
and CSMis.

Private Sector Focus

18. It is also important to note that Bhutan has about 27,000 licensed businesses across the country,
of which about 85% are micro/cottage and small enterprise (20,000+), of which an estimated 65% of
micro/snall enterprise is womeled. The membehip of the Bhutan Chamber of Commerce and Industry
(BCCI) is painfully aware that their valughains are frequently subject to climate risks, which adversely
impact business operations and revenue. This is espesndltythe agriculture sector.
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19. ThroughB h u t 88RCR,sCSMiIs identified as moderdtehigh-risk to climate hazards will be
supported to make their investments and business infrastructure more resilient to expected climate
impacts. Second, adaptatioalaed products and services will be developed and marketed to support
diversification of local enterprise and strengthen their revenue base as an adaptive lsapeafiity hese
products and services can be marketed domestically, and exported abroad ahchustbred network of
local area of businesses offering more competitive packadggotatiorproducts and services.

20. Several leading private sector organizations in Bhutan will be integral players in this SPCR. They
include interalia: Bhutan Chamber o€ommerce & Industry (BCCI), the Association of Bhutanese
Industry (ABI), and the Bhutan Association of Women Entrepreneurs. Recognizing the International
Finance Corporationbdés (I FC) private sectooprt.devel o

SPCR Investment Innovations
21. Recognizing the aforementioned developmental and institutional challengdébeahdrrage of
climate change hazartizat Bhutan faceghis SPCR seeks to, intalia:

a. Introduce higkresolution dynamical downscaled climate impact modeling projections by the
NCHM to anticipate climate impacts at the investment level.

b. Identify water scarcity hespots, and introduc€limateOrientedintegrated Water Management
Plansand a PaiNational Adaptive Wetland Inventory

c. Creatively developAdaptive Integrated Flood Management (IFM) Plans that aresgstem
based, to promote soft IFM infrastructure solutions upstream, and build community resilience
downstream, especially in the hazardne southern belt.

d. Promote climateesilientCSMIs, and econonai diversification through the strategic development
of a suite of marketable climatelated products and services especially for CSMIs & CSOs with
a special focus on women led enterprises. The International Finance Corporationis(IFC)
expected teupportthis initiative.

e. Introduce ClimateSMART climateresilient andow-carbon planningand development policies
and practices at the (Township) level. The World Bank is keen to support theadban
component of this Climat8 MART planning initiative, by bilding on the findings of the World
Bank/NEC initiative- Computational General Equilibrium Initiative to develop lowcarbon
model scenarios for local mitigation options.

f. Mainstream ECP (Environment, Climate Change & Poverty) throughout the formalyterti
education system, at LG levebnd within the Royal Civil Service Commissienwith lessons
learned shared with universitiend civil service organizations other participating SPCR
countries (e.g. Nepal, Tajikistan, Bangladesh); and,

g. Formally incaporate within the SPCR investments, and where possible more broadly within the
national budget: (i) an incremental adaptatiorefficient that calculates requisite funding to
cover climateresilient measures; (ii) a Bhutanese Adaptation/Green Bondarfiii)Payment for
Environmental Service (PES) schemes to support clinegiéent water services.

Timely PPCR Financing For Timely Implementation

22.This SPCR presentsa fully integrated, multsectoral, programmatic, and crossutting
Investment package. i MOUs now signed between the GNHC, Implementing Agesnag
Line Ministries, SPCR Phase RreparatoryProjects have nowcommencd, and are being
implemented over a teto-fifteen month period, with expected completion on or around June to
December, 2018. With SPCR being strongly aligned wittR6GeB 12" FYP which commences
in July 2018, it is important that SPCR investment activities commence simultaneeligsh on
PPCR finaging.

23.Recogni zing this SPCRO6s overall positive i mpac
shocks, and helping us to introduce climggsilient water resource management, protect our
agrarian resources with esgstembasedintegrated Bod Risk Managemen{IFRM), bolster
our food securityand food sufficiencyapply creative ClimatSMART urban planning, engage
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womenled CSMiIs in adaptation business activities, and promote cliarasted learning in our
educational institutions, we invitlonors to partner with us on tf8®CRadventure.

24. We therefore put forward to the CIF and Donors this innovative SPCR, with the distinct
expectation that PPCR financing will be forthcoming, in its entirety, to finance the full investment
envelope of US $6.65Mn - recognizing that Bhutan has categorically earned its stripes as a
PPCR eligible country with highisk vulnerability from climate extremes, and an unbending
commitment to carbon negative status deserving of international financing support.
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ABBREVIATIONS AND ACRONYMS

ABI Association of Bhutanese Industries

ACCF Africa Climate Change Fund

ADA Austrian Development Agency

ADB Asian Development Bank

ADB BRM | Asian Development Bank Bhutan Resident Mission
ADF Asian Development Fund

AF Adaptation Fund

AKRA Agency Key Results Area

AM Aide Memoire

APG Annul Performance Agreement

ASAP Adaptation for Smallholder Agriculture Program
BAOWE Bhutan Association of Womdantreprenelg
BCCI Bhutan Chamber of Commerce and Industry
BFL Bhutan For Life

BHU Basic Health Unit

BLSS Bhutan Living Standards SurvéBLSS)

BNEW Bhutan Network for Engineering Women

BRM Bhutan Resident Mission

BTFEC Bhutan Trust Fund for Environmental Conservation
BTO Back to Office (Report)

C4 (NEC) Climate Change Coordinating Committee
CBDRM Community Based Disaster Riskanagement
CBD Convention on Biological Diversity

CBFF Congo Basin Forest Fund

CBO CommunityBased Organization

CBS Center for Bhutan Studies

CCA Climate Change Adaptation

CCM Country Coordination Mechanism

CDKN Climate Development Knowleddéetwork

CDM Clean Development Mechanism

CGE Computational General Equilibrium

CGIS Center for GIS

CIF Climate Investment Fund

CNC Carbon Negative Country

COBP Country Operations Business Plan

CPS Country Partnership Strategy

CR Climate-Resilient

CRM Climate Risk Management

CSDRMS | Commonwealth Secretariat Department Reporting Management System
CSMI Micro, Small, & Medium Industry

CSsO Civil Society Organizations

CTF Clean Technology Fund

DA Designated Account

DANIDA Danish InternationaDevelopment Agency

DCSI Department of Cottage and Small Industry
DDM Department of Disaster Management

DEM Digital Elevation Model

DGM Department of Geology and Mines

DHS Department of Human Settlements
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DMD Debt Management Division

DMEA Departmenbf Macroeconomic Affairs

DMIS Disaster Management Information System
DoA Department of Agriculture

DoFPS Depertment of Forest and Park Services
DoHS Department of Hydromet Services

DRM Disaster Risk Management

DRR Disaster Risk Reduction

DRUKREF | Government GIS Data Management Reporting Sy¢@eoRepository)
ECP Environment Climate Change and Poverty
EIA Environmental Impact Assessment

ENGO Environmental NorGovernmental Organization
EOI Expression of Interest

EPOS European Publi©ffering of Securities

EU European Union

EVI Environmental Vulnerability Index

EWS Early Warning System

FCPF Forest Carbon Partnership Facility

FEMD Flood Engineering Management Division

FIP Forest Investment Program

FAO Food and Agriculture Organization

FREL Forest Reference Emission Level

FYP Five Year Plan

GAFSP Global Agriculture and Food Security Program
GBFA Government Budget Fund Account

GCCA Global Climate Change Alliance

GCCI Global Climate Changmitiative (US)

GCF Green Climate Fund

GCM General Circulation Models

GCPF Global Climate Partnership Fund

GDP Gross Domestic Product

GEEREF Global Energy Efficiency and Renewable Energy Fund
GEF Global Environment Facility

GEMS GenderEquality Monitoring System

GESI Gender Equity & Social Integration

GHG Green House Gas

GIS Geographic Information System

GLOF Glacial Lake Outburst Flood

GLS Gray Leaf Spot

GNH Gross National Happiness

GNHC Gross National Happiness Commission

GNHI Gross National Happiness Indices

GNI Gross National Income

GPMS Government Performance Management System
GPPB Green Public Procurement in Bhutan

GRS Grievance Redress Service

HAI Human Asset Index

HANAS High Altitude Northern Areas

HolD HydrometOperations & Infrastructure Division
HRVA Hazard Risk Vulnerability Assessment

HWSD Hydrology & Water Services Division

IBRD International Bank for Reconstruction and Development
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IC International Consultant

ICF International Climate Fund

ICFI International Climate Forest Initiative

ICI International Climate Initiative

ICIMOD International Center for Integrated Mountain Development
IDA International Development Assistance

IFC International Finance Corporation

IFFIm InternationalFinance Facility for Immunization Company
INDC Indicative Nationally Determined Contribution
IPCC Intergovernmental Panel on Climate Change
ISP Implementation Support Plan

IUCN International Union for Conservation of Nature
IUFR Interim Unaudited Financial Report

IWRM Integrated Water Resource Management

JI Joint Implementation

JICA Japan International Cooperation Agency

KPls Key Performance Indicators

LCMP Land Cover Map of Bhutan

LDC Least Developed Country

LDCF Least Developed Countries Funds

LG Local Government

LGKRA Local Government Key Result Areas

LMRG Local Mainstreaming Reference Group

LUP Land Use Planning

M&E Monitoring and Evaluation

MDB Multilateral Development Bank

MDG Millennium DevelopmenBank

MIC Middle Income Country

MIS Management Information System

MLRWR Ministry of Land Reclamation & Water Resources
MoAF Ministry of Agriculture and Forests

MoEA Ministry of Economic Affairs

MoF Ministry of Finance

MoHCA Ministry of Home & Cultural Affairs

MolC Ministry of Information and Communications
MoLHR Ministry of Labor & Human Resources

MoWHS Ministry of Work & Human Settlement
MSTCCC Multi-Sectoral Technology Commission on Climate Change
MW Mega Watt

NAMA Nationally Appropriate Mitigation Action

NAP National Adaptation Plan

NAPA National Adaptation Plan of Action

NBC National Biodiversity Center

NC National Communication

NCHM National Center for Hydrology and Meteorology
NCWC National Commission for Women and Children
NDC Nationally Determined Contributions

NEC National Environment Commission

NES National Environment Strategy

NGO Non-Governmental Organization

NIE National Implementing Entity

NIWRM National Integrate®Vater Resource Management
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NKRA National Key Results Area

NLCS National Land Commission Secretariat

NMRG National Mainstreaming Reference Group

NPF New Procurement Framework

NRP National Rehabilitation Program

NSB National Statistics Bureau

Nu Nultrum (Bhutanese currency)

OAS Organization of American States

OECD Organization for Economic Cooperation & Development
ORC Outreach Clinic

PCR Project Compliance Request

PDO Project Development Objective

PEMS Public Expenditure Management System

PES Payments for Environmental Services

PFC Project Finance Component

PIU Project Implementation Unit

PMCD Plan, Monitoring and Coordination Division
PMR Partnership for Market Readiness

PMU ProgramManagement Unit

PNG Papua New Guinea

PPCR Pilot Program for Climate Resilience

PPP Public Private Sector PArtnership

PPSD Project Procurement Strategy for Development
PRECIS Providing Regional Climates for Impacts Studies
PLAMs Planning andvonitoring System

RAA Royal Auditing Authority

RCSC Royal Civil Service Commission

REAP Rural Economy Advancement Program

REM REDD Early Mover

RENEW Respect, Educate, Nurture and Empower Women
RGoB Royal Government of Bhutan

RMA Royal MonetaryAuthority

RMR Reliability-MustRun

RNR Renewable Natural Resources

RUB Royal University of Bhutan

RSPN Royal Society for Protection of Nature

SCCF Special Climate Change Fund

SCF Strategic Climate Fund

SDG Sustainable Development Goal

SDM Statistical Downscaled Model

SIDS Small Island Developing States

SLMP Sustainable Land Management Plans

SMART Sustainable Mitigation Adaptation Risk Toolkit
SNV Stichting Nederlandse Vrijwilligers (Netherlands Development Organization)
SPCR Strategic Program for Climate Resilience
SREP ScalingUp Renewable Energy Program

STEP Systemic Tracking of Exchange in Procurement
THPP Targeted Household Poverty Program

TOR Terms of Reference

TOT Training of Trainers

TRAH Tajikistan NationaAgency for Hydrometeorology
TWG Technical Working Group
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UN United Nations
UNDP United Nations Development Program
UNESCO United Nations Educational, Scientific and Cultural Organization
UNFCCC United Nations Framework Convention on Climate Change
UN United Nations Economic & Social Council
ECOSOC
UNPA United Nations Population Fund
UNREDD United Nations Collaborative Program on Reducing Emissions for Deforestation and Forej

Degradation
UWICE Ugyen Wangchuck Institute for Conservation &myironment
VRA Vulnerability & Risk Assessments
VFM Value for Money
WARF Weather Research and Forecasting
WB World Bank
WBG The World Bank Group
WCP Wangchuck Centennial Park
WCSD Weather & Climate Services Division
WEAP Water Evaluation anBlanning
WHO World Health Organization
WMD Watershed Management Division
WWEF World Wide Fund for Nature
YDC Youth Development Center
YDF Youth Development Fund

GLOSSARY OF BHUTANESE TERMS

Chhu River
Chiwog 1044 basic electoral precincts of Bhu{&uldivision of Gewogor Village Block)
Dzongkhag | District
Drungkhg SubDistrict
Dzongkhag | District Council
Tshokdu
Druk King of Bhutan
Gyalpo
Gups Gewog Chairs

Municipality or Township
Yenlag s Satellite Towns
Gewog County
Gewog County Council
Tshogde
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SUMMARY OF BHUTAN
SPCR PILOT PROGRAM FOR CLIMATE RESILIENCE

Summary of Bhutan SPCR
PILOT PROGRAM FOR CLIMATE RESILENCE

Summary of Strategic Program for Climate Resilience
Royal Government of Bhutan/South Asia

RGoB Contribution:US $77.24 | PPCR:US $55.65 million

million World Bank/IBRD:US $£2.05
million
World Bank/IFC: US
$  million

ABB: US $__ million
Other: US $ __ million
Dasho Thinley Namgye&ecretary, Gross National
Happiness Commission Secretariat (GNBY; Royal Government
of Bhutan, P.O; Box 127, Tashichho Dzong, Thimphu, Bhutan
Tel.; +975 2 325192/325850; Fax.; +975 02 322928

E-mail: thamgyel@gnhc.gov.bt

Coordination & Executing Agency & Fund Manager: Gross
National Happiness Commission Secretariat (GN&)C

Program Management Unit (PMU): GNHC-S

Implementing Agency(ies).

Component 1 National Centre for Hydrology and Meteorology
(NCHM),

Component 2Wateshed Management DivisiqVMD),
Department of Forest and Park Services, Ministry of Agricultur
and Forests

Component 3:Department of Engineering Servigg€EMD),
Ministry of Works and Human Settlement

Component 4:Department of Human SettlemdBtHS), Ministry
of Works and Human Settlement

Component 5:Gross National Happiness Commission Secreta
(GNHC-S), in collaboration with the Bhutan Chamber of
Commerce and Industry (BCCI)

Component 6:National Environment CommissigiNEC), in
collaboration withRoyal University of Bhutan (RUB)
World Bank(WB)

International Finance Corporation (IFC)

Asian Development Bank (ADB)

MBD HQ FOCAL POINTS: MDB Field Focal Points:
World Bank: Kanta Kumari World Bank: Dechen
Rigaud Tshering

IFC: Joyita Mukherjee
IFC: Om Bhandari
ADB: TBA
ADB: TBA
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7. Description of SPCR

(a) Key Development Challenges Related To Vulnerability To Climate Change

Climateinduced hazards have a significanegative impact on the social, economic ¢
environmental welbeing of the mountain people of Bhutaparticularly poor and vulnerabl
communities. The increase in mean annual temperature by 3.5°CZ088MNEC 201) will lead to
an accelerated melting f Bhutano6s gl aciers, triggerin
impacting downstream rural and urban infrastructure and energy supplies, drinking and ir
water, farmlands, transportation and communications, and loss of human lives.

Climateinduced drinking and irrigation water scarcity, aggravated by the onset of drooigh
extreme heat events and poor water recharge from over consumgdigersely affects the rur
populace (particularly women in agricultuire the southern béltin accesing drinking water, an
cultivating their crops to sustain their livelihoods.

Tambe et al Dueztdthe2impacts lofaciimate chdinge on precipitation patterns su
rise in rainfall intensity, reduction in its temporal spread, and a markeddirde in winter rain,
coupled with other anthropogenic causes, the problem of dying springs is being increasin
across this region 0

Conversely, extreme hydrological events in the form of cyelndaced heavy rainand flashkfloods

windstorms andhailstorms are becoming much more frequent, and negatively impacting
securityfood selfsufficiency, and threateningownstreancritical infrastructure, human settlemen
and destabilizing biodiverse ecosysterspecially in the Southern helt

Electricity and water account for 14.34%; agriculture and forestry account for 16.67%
construction infrastructure accounts f dimate
change variability and extremes are wreaking havoc on the produetidtperformance dahesekey
and othesociceconomic development sectors.

If climate change issues and challenges are not urgently addressed, the productivity of th
development sectors will continue to decliimem water resource and esgstemdestabilization
making the people and our economy and ecosystems increasingly vulnerable. While the
climate resilience magxpensivethe cost of inaction will be incalculable.

(b) Areas of Intervention - Sector and Themes

(a) DevelopHydromet, Early Warning and Climate Information ServicesChimate Resilient
Development and Disaster Risk Management

(b) Promoteclimate-resilient food and water securigndsustainable management of natural
resources (wetland ecosystems and watersheds)

(c) StrengtherClimate-Resilientintegrated-lood Risk ManagemenPolicies & Practices, and Build
Climate-Resilient HHmanSettlements

(d) PromoteClimateeSMART (SustainableMitigation & AdaptationRisk Toolkit) UrbanPlanning

(e) Engage CSMis in ClimatBroofingMeasures; and AdaptatigRelated Business Products &
Services

() Build InstitutionalCgpacity-Building to MainstreanEnvironment, Climate Change & Poverty
(ECP)

Themes:Climate Change Adaptatipffood and Water Securjtinstitutional Strengthening
(Capaciy-Building); Climate-Resilient Land Use Plannin@ownscaled Impact Projection Modelin
Gender Equity & Social Inclusion; ClimaResilient Cottage, Small and Medium Industry (CSMI)
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Private Sector Integratio@isaster Risk Management (DRM)

(c) SPCR Stategic Pillars

Pillar 1: Enhancing InformatioBase for Hydromet Services & ClimaResilience

Pillar 2: Preparedness, Food & Water Security

Pillar 3: Sustainable Growth & Resilient Infrastructure

Pillar 4 (Cross-Cutting): Strengthening Institutional Coordination addman Resource Capacity
Through Curriculum Development

(d) Strategic Areas for Investment

Component 1:Building Climate Resilience Through Enhancement of Hydieteorological,
Agrometeorological,and Cryosphkre InformationServices(US $6.5 million from PPCR)
Component 2:Climate Resilient Watershed Management Progr@ $10 million from PPCR)
Component 3:Flood Hazard Assessment & Clima&esilient Measure@JS $28 million from
PPCR)

Component 4:Climate Smart Human Settlement Planning in Samdrup Jongkhar & other South
(US $7 million)

Component 5:Private Sector FoClimate ResiliencgInter-Woven¥

Component 6:Mainstreaming ClimatdResilient Knowledge & Skills Through Curriculum
Developmentin Bhutad s E d u ¢ a(US 1.6 milSoa romdPCR)

(e) Expected SPCR Outcomeand Outputs (Consistent with the Investment Projects)

Component 1 Building Climate Resilience Through Enhancement of Hjdieteorological
Agrometeorological,and Cryosphere InformatioBervices

Outcome 1:NCHM trainedto deliver reliablenydromet agrometand cryospheranformation
services to Central & Gs andthe public to inform policy decisions

Output 1.1: Hydro-meteorology and cryosphere research capacity enhanced,

Output 1.2: Downscaled climate model (Dynamicablb km resolution functional,

Output 1.3: Climate projections and impacts scenarios developed at National and Dzongkhag
Output 1.4: Institutional capacity of NCHM on hydrometgrometand cryosphere enhanced;
Output 1.5: Hydrological data bolstered through localized hydromet stations.

Component 2:Climate-Resilient Watershed Management Program

Outcome 2:Improved water availability and accessibility througfimateresilientil ntegrated
Watershed Management Program Implementation

Output 2.1: Enhanceclimate-resilientcapacity of DoFPS and project beneficiaries on wetlands a
watershed management

Output 2.2: Develop and implement watershed management plans in critical watershed
beneficiary groups including women

Output 2.3: Nationwide wetlands mapped in consultation with key stakeholders and climate r¢
wetland management guidelines developed

Output 2.4: Valuation of wetlands and institute PES schemes for conservation benefits

Component 3:Flood Hazard Assessment & ClimaResilient Measures

Outcome 3:Reducedloodrisks to flood prongulnerablecommunities irBouthern Bhutan

Output 3.1: Flood risk and vulnerability assessed, climate hazards mapped and geotechnical
conducted (Phase I);

Output 3.2: Flood hazards and risk assessment studies conducted in other parts of the southe
Bhutan (Samdrup Jongkhar, Phuntsholing & San8aepang, Dagana (phase II).

Output 3.3: Climateresilient measures along the vulnerable zones against flood and extreme ¢
hazards implemented in collaboration with communities including women, youth and private s¢
(Phase II).

Output 3.4: Build humanresourcecapacity of MOWHS] Gs, andvulnerablecommunities

% Promoting climate resilience in the private sector and by private sector isvimten hroughout all Investment Components
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Component 4:Climate SMARTHuman Settlement Planning in Samdrup Jongkhar

Outcome 4:Climate SMART human settlement plaosclimateproof (municipal)infrastructure and
services.

Output 4.1: Enablingframework forClimate SMART Land Use Plani& Samdruk Jongkhar .
Output 4.2: Climateproofing of urban services and critical infrastructure during Phase Il investi
Output 4.3: Climateproofing of green and recreational spadesng Phase Il investment.

Output 4.4: DHS and Samdrupohgkhar land use planners and urban desidrarged in Climate
SMART planning.

Component 5:Private Sector For Climat®esiliencgInter-Woven)

Outcome 5:Climate proofing valuehains of CSMIs wh climateresilient measures, and
incorporation of adaptive product and service delivery

Output 5.1: Evidence of use of NCHM downscaled impact projection models by large and CSN
Output 5.2: Reduced risk from clearer understandingwherability, exposure, and risk to CSMIs
assets and value chains

Output 5.3: Ability to formulate and deliver climate adaptation products and services domesticq
and internationally

Component6: Mainstreaming Climatdresilient Knowledge & Skills Thrgh Curriculum
Devel opment in Bhutands Education Sector
Outcome 8 Institutional and human resource capacity of Academia, CentraL&@sdonclimate-
resilience strengthened.

Output 6.1: ECP theory and praxis curriculum in relevant colleges developed (Phase I).
Output 6.2: Establishment of ECP teaching and research institute/units.

Output 6.3: Capacitybuilding of Facultiescivil service professionaland students on ECP
Output 6.4: Institutional capacityo mainstreanclimate change in development planning across
multi-sectors.

8. Financial Plan for Bhutan Strategic Program for Climate Resilient Investment

Investment Project PPCR RGoB/International Others Total
(US$ Cooperation (US$ (US$

million) | Commitments (US$ million) | million)
million)

1. Building Climate Resilience
Through Enhancement of Hydrg
Meteorological,
Agrometeorological,and
Cryosphere InformatioBervices

2. ClimateResilient Watershed 10 TBA TBA TBA
Management Program

3. Flood Hazard Assessment an 28 TBA TBA TBA
Climate-Resilient Measures

4. ClimateSMART Human 7 TBA TBA TBA

Settlement Planning in Samdruf
Jongkhar & other Southern s

5. Private Sector FaZlimate - TBA TBA TBA
Resilience (InteWoven)
6. Mainstreaming Climate 15 TBA TBA TBA

Resilient Knowledge & Skills
Through Curriculum
Devel opment i n
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Education Sector

PMU 2.65 TBA TBA TBA
TOTAL 55.65 77.24 TBA TBA
9. Time Frame (Tentative)

1 Submission to CIFNovember2017

 Submission to other donoi®ctober2017 & onwards

9 Start of Implementation (Phase | Preparatory): Septe&l@grtober2017June/December

2018
{ Start of Implementation (Phase Il Investments): July 20ir8& 2023 (in line witRGoB 12"

FYP)

10.

Key National and Local Government Stakeholder®articipating in SPCR
Preparation/Design

Gross National Happiness Commissteecretariat (GNHES)
National Envronment Commission (NEC, C4)

Ministry of Finance (MoF)

Ministry of Home and Cultural Affairs (MoHCA)

Ministry of Works and Human Settlements (MoOWHS)
Ministry of Economic Affairs (MoEA)

National Center for Hydrology and Meteorology (NCHM)
Ministry of Agriculture and Forests (MoAF)

Ministry of Information & Communications (MolC)
National Land Commission Secretariat

Dzongkhag Administration, Punakha

Dzongkhag Administration, Wangdi Phodrang
Dzongkhag Administration, Paro

Dzongkhag Administration, Pemaghel

Thimphu

Gelephu

Phuentsholing

Samtserhromde

Samsung Jonghdihromde

Centre for Bhutan Studi€€BS)

Royal University of Bhutan (RUB)

National Commission on Women and Children (NCWC)
Youth Development Centre (YDC)

Dzongkhag Tshogdu, Paro

Gewog Tshogdu, Sarpang

National Statistics Bureau

11.

A =AA-_A8_2_5_9_9)222020_0_0_2_9_9_9_95_9_9_92_9_92_95_49_°2_-2_-°2_-2_--2°-2-

evelopment Partners

World Bank Group, Bhutan Office

International Development AssociatifiDA)

International Finance Corporation (IFC)

Asian Development Bank (ADB)

United Nations Development Program (UNDBIputan Office
Japan International Cooperation Agency (JICA)

World Wildlife Fund (WWF), Bhutan Office

Bhutan Trust Fund for Environmental Conservation (BTFEC)
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9 UNFPA Bhutan Office

12. Civil Society Organizations and Private Sector

Tarayana Foundation

RespectEducate, Nurture and Empower Women (RENEW)
Royal Society for Environmental Conservation

Bhutan Chamber of Commerce and Industry (BCCI)
Bhutan Association of Women Enterprises (BAOWE)

The Association of Bhutanese Industry (ABI)

Royal Society for Protectioof Nature (RSPN)

Bhutan Network to Empower Women (BNEW)

=4 =4 -8 -8_48_95_49_-°

Royal Government of Bhutan Strategic Program for Climate Resilience (SPCR) October 2017 Page23



Figure 1: Logic Leveli Pilot Programme for Climate Resilience(PPCR)

Global-CIF Final Outcomes

Bhutan-Contribution of SPCR to Transformative Impact

A strategic framework to mainstreactimateresilience into LG and vulnerable community development planning, complementii
12" FYP, NAP, NDC, and SDGs;
Support RGoB in achieving its National Key Results Areas (NKRASs), and Gross National Happiness Index; and measuring
towards Sustainable Development Goals (SDGs): particularly SDG 6 and 13 through its Key Performance Indicatersciglay
tracking on climateesilience indicators related to E&SKRAs & NKRAS;
Develop decentralized climate adaptation projects dbtted (Gewog) levels, especially in the highly vulnerable Southern regions
build institutional capacity of SPCR ImplemeargiAgencies on adaptation for lcterm development progress;
Identify climate investment opportunities with significant private sector, gender and youth participation to buildrelgitiatece of
set t | e me rfragde, ecesystams;iacdastrengthenf private tectar engagengent in a:li
resilient actions and adaptatioglated business activities.
Incorporate ClimatsSMART planning policies and measures in urban &-peban/rural townships to minimize hazard expesand
establish hazarftee green and leisure zones.

Bhut anobs

Ma i

human

nstream Envi

ronment ,

Cl i

mat e

and

Poverty

curricul a tea

related fields of study; build capacity within the Royal Civil Service @ussion; and engage students in field practicums
operationalize their learning in target vulnerable communities and industry at risk.

SPCR

1. NCHM trained

2. Improved water

3. Reduced flood

4. Climate

5. Climate

6. Institutional

impacts scenarios
developed at

National and

in consultation
with key

stakeholdersand

measures along
vulnerableflood

zones against

and recreational
spaces (Phase II)
conducted

cultivation, and
adaptive water

management ang

Outcomes to deliver reliable | availability and risks to flood SMART human | proofing value | and human
hydromet, accessibility prone vulnerable| settlement plans | chains of CSMIs | resource capacit)
agromet and through Integratec, communities in | for climate with climate of Academia,
cryosphere Climate-Resilient | SoutherrBhutan | proofing of resilient Central and LGs
information and | Watershed infrastructure and| measures; and | on climate
services tcCentral | Management savices to incorporation of | resilience
& LGs and public | Program beneficiaries adaptive product| strengthened
to inform policy Implementation and service
decisions delivery

Project Output | 1.1 Hydre 2.1: Enhance 3.1: Flood risk | 4.1:Enabling 5.1 Levels of 5.1: ECP theory
meteorology climateresilient and vulnerability | Framework for vulnerability, and praxis
agrometand capacity of assessed, climat{ Climate SMART | exposure, and | curriculum in
cryosphere DoFPS and hazards mapped| Land Use Rinin | risk to CSMIs relevant colleges
research capacity| Project and geotechoal | Samdruk identified developed
enhanced (Phase| beneficiaries on | studies Jongkhar through climate | (Phase I);

1) wetlands and conducted hazard mapping | Establish ECP
watershed (Phase I) Academic
management Scholarships
(Phase 1)

Project Output | 1.2 Downscaled | 2.2: Develop and | 3.2: Flood 4.2:Climate 5.2 Better 5.2:
climate model implement hazards and risk| proofing of urban | informed BCCI | Establishment of
(Dynamical) 510 | Adaptive asessment services and and GNHC to ECP teaching
km resolution Watershed studies critical formulate V&A | and resarch
functional (Phase | Management conducted in infrastructure Map, based on | institute/units
1) Plans in critical other parts of the| (Phase II) Phase | (Phase II)

watersheds with | southern Bhutan stocktaking of
beneficiary groups (Samdrup CSMI
including women | Jongkhar, vulnerability to
(Phase II) Phuntsholing & climate impacts
Samtse, Sarpang
Dagany, (Phase
1))

Project Output | 1.3 Climate 2.3: Nationwide | 3.3: Climate 4.3:Climate- 5.3 Climate 5.3: Capacity

projections and | wetlands mapped| resilient proofing of green | resilient building of

Faculties. Civil
servants, and
students on ECP
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Dzongkhag level
(Phase II)

Climate-Resilient
Wetland
Management
Guidelines
developed (Phase

flood and
extremeclimate
hazards
implementedin
collaboration

climateresilient
flood prevention
practices
introduced in
high-risk areas

(Phase II)

1)} with where CSMIS
communities reside.
(including
women, youth
and private
sectoj (Phase
).

Project Output | 1.4 Institutional 2.4: Valuation of | 3.4: Buildhuman | 4.4:DHS, 5.4 Ability of 5.4: Institutional
capacity of wetlands and resource apacity | Samdrup participating capacdiy to
NCHM on institute PES of MOWHS, Jongkhar land CSMis to deliver| mainstreanECP
hydromet schemes for LGs, and use planners and | adaptation in development
agrometand conservation vulnerable urban designers | related services | planning across
cryosphere benefits (Phase Il) communities trained in multi-sectors
enhanced (Phase (Phase II) Climate SMART (Phase II)

1)

planningpolicies
and procedures

Project Output

1.5 Hydrological
data bolstered
through localizd
hydromet stations
(Phase II)

5.5 Womenrled
CSMIs make
informed
decisions on how
to safeguard
investments
madein the food
- water- energy
nexus through
climateresilient
practices

5.6
Certifications/ac
creditation
programs for
climate
adaptation
products and
services

established.
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Organization of The Proposal
1. This SPCR Proposal is organized intGkapters, as follows:

Chapter 17 Introduction

Includes:
1 Country Background
T Key Development Challenges & Priorities (5 Yea
1 Rationale for PPCR Support
1 Obijective of the SPCR
I ConsultativeProcess and Coordination Mechanism

2. This Introductory Chapter will: provide a country background, including: developmental
context; the main development and climate change challenges and priorities for Bhutan; a brief analysis
of B h ut aenodanic status;ian analysis of civil society in bfie€luding gender, youth, and
Cottage, Small & Medium Enterpris€$%MI)]; a summaryof key development and climatelated
plans and prioritie§12th FYP, SDGs, NAPA/NAP, NDC); reference to some climate change risks to
development; highlights on the RGoBximizaton of Happiness Developmental Indar expression
of thevauemdded by Bhutanés SPCR, along with a ration
of the SPCRan SPCR Results Framewogkprief description of the SPCR project preparation process;
an account of the coordination mechanism for development of the SB@dR;a chronological
description of the overall consultative process (Scoping, Joint Missions, Technical Workslibps, an
agency meetings and feedback)

Chapter 27 Climate Risk and Vulnerability

Includes:
9 Historical & Impact Projections Data
1 Communities, Sectors and Ecosystems Vulnerable to Climate Hazards
I SectorWide Summaries

3. This Climate Risk and Vulnerability Chapter will: Highlight official historical and impact
data (on temperate and precipitation tends, snow cover, snow fall patterns & frost, and glacial retreat,
drought, loss of Bioculture, and impact data scarcity); describe key vulnerabilities in specific
communities, sectors, and ecosystems to cliimateced hazards (drobtg, landslides, hailstorms,
avalanches, and GLOFs); identify risks and potential impacts to the productivity and assets in critical
sectors (Water Resources, Agriculture & Food Security, Energy, Infrastructure, Human Health, and
Biodiversity and Forestsgnd deliver a brief description of climate impacts on Ecosystems and CSMis.

Chapter 31 Stocktaking & Analysis of Relevant Climate Change Policies, Strategies, Programs &
Institutions

Includes:

A Stocktaking of International & National AdaptatiGtrategies & Programs
Organizational Mandates/RoleRisk Management Gap&, SPCR Involvement
A Rationale for ClimatdResilience Promoting Happiness

Adaptive Capacity & Resources

Social Integration & Engagement

Funding Context

Process For SPCRrioritization

=4 =4 =8 -8 -8 -89
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4. This Stocktaking and Analysis Chapter will: Provide an assessment of relevant policies,
strategies, institutional capacity and argational arrangements for climatesilient and lowcarbon
development; focus on national adaptation peticnd related strategies; provide a useful inventory of
adaptation programs and investments; give an analysis of climate information systems; describe
institutional mandates, and give an institutional assessment of government, civil society (CSOs and
CSMis); provide a rationale fatlimateResilience Promotes Happinesiscuss adaptive capacity and
resources at the Central &, and civil society levelsexplain the potential for social integration and
civil society engagement; give a funding context 36tCR; and, describe the process used for SPCR
prioritization.

Chapter 47 Proposed SPCR Preparatory Projects & Investment Program

Includes:
1 Overview & Approach
1 Phase | Preparatory Grant: Thematic Pillars
i Phase Il Investment Plan

5. This Chapter on Preparatory Projects & Investment Program will: Provide an overview of
Investments; introduce the approach to the SPCR, describing the alignment with national development
priorities, including Happiness; explain the inception and technical workshops suppbei®P€CR
formulation; and discuss engaging civil society in the SPCR Preparatory Project & Investment
Components.

6. It will also: elaborate on the four Pillars covered during the Preparatory Phase | Projects, and
covering the transition from Phase | to Phéséighlight the Phase Il Investment Plan, including
priority investment areas, SPCR Concept Notes, andithanvestments supporting the 4 Thematic
Pillars; describe the implementation arrangemertsscribe Program Sustainability Practices;
KnowledgeSharing; a dedicated SPCR MIS; the SPCR Logframe; Table on Risks & Solutions; and
Social & Environmental Risks.

Chapter 57 Financing

Includes:
1 Indicative Resource Envelope & Financing Sources
9 Traditional, Alternative, & Innovative Financing
1 ResourceMobilization Strategy
1 SPCR & MDB Financing Arrangements

7. This Financing Chapter will: present an indicative resource envelope, highlighting multiple
sources of domestic and international-ficancing; describe several traditional, alternative, &
innovative financing sources and mechanisms to finance the SPCR (eg. FYP transfer contributions;
Adaptation Bond, adaptation-@fficient); and,propose &Resource Mobilization Strategy

Annexes Include:

CIF Project Preparation Grant

Phase | Preparatory Techri€aoject Descriptions

List of Stakeholders Consulted (2017) & Various Meeting Minutes

SPCR Stakeholder Consultation List & Meeting Schedule (Month of July)
List of Stakeholders Consulted (Scoping Missior3B80ctober 2015)
Milestones For SPCR Consultai¥rocess

ogrwWNE
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7. Feedback From Consultative Stakeholder Meetings

8. Chronological List of Climate Adaptation Investments

9. Stocktaking of Past & Current ClimaRelated Investments And Activities

10. Impressions On Happiness Index

11. Inventory of Climate Adaptation PrograsActivities

12. SPCR Phase Il Investment Components

13. List of Key Reference Documents For Inception Report & SPCR Formulation
14. Bhutanese Adaptation/Green Bond Market: Preliminary Concept

15. References For Stocktaking (Chapter 2)

16. Climate Financing Entities

17. Descripton of Large Bhutanese CSOs

18. Description of Private Sector Players

19. Aide Memoire for Scoping & Joint Missions

20. Development Partner Mandate/Roles, Risk Management Gaps, and SPCR Involvement
21. SPCR Alignment/Synergies With Tajikistan SPCR
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CHAPTER 17 INTRODUCTION
1.6 SPCR Rationale

A. Genesis of SPCR
1.To address climate risks and vulnerability and build climate resilience, the Gross National
Happiness Commission (GNHC) of the Royal Government of Bhutan sought support from the Climate
Investment Fund (CIF) tdevelop a Strategic Program for Climate Resilience (SPCR).

2. The SPCR preparation process was coudtiyen, and spearheaded by the GNHC involving
extensive consultations with muliectoral stakeholders comprised of: national to local Governmental
agencies; communities at the grassroots level; donors/developragnerp; and, Civil Society
Organizations (CSOs) including the private sector (more on SPCR proc&gstion 1.4: Project
Preparation Grany.

3. As mentioned earlier, even though Bhutan is currently the sole country on the planet that
behaves as a net ban sink(Constitutional mandate to 60% forest cover and 50% Protected Areas)
and contributes negatively to GHG emissibmgvertheless, the net effects of anthropogenic climate
change are becoming increasingly visible throughout Bhutan. The steepgesoommic development
sacrifices that Bhutan endures to sustain its forests and biodiverse corridors as fallow lands for
congrvation and sequestration purposes belies the stark reality of its food insecurity chllEmges.
SPCR will directly address some of these challenges with tangible positive outcomes.

4.1t is therefore expected that Bhutan is most deserving of propatély greater climate
financing assistance based on its planetary contribution to acddwen future, and its level of
vulnerability to extreme hydrological hazards.

B. Climate-Resiliert & Low -Carbon Development Promotes Developmental Happiness
5. For Bhuta, Happiness is a constitutional mandae the firsAr t i cl e of Bhutanods

supports theHappinessma nd at e. Hé&ppinessalmdéxorms a fundamental part of its
measurementofsoec®@c onomi ¢ progr ess. Ar-econan prggresstwitl faler c oun't
unless we move beyond pure economics towar@8naate Resilience Promotes Happindsgure for
Bhut an, i n i 1 Bive Wear PlanB®). Other nalianal dtrategissich as the National
Adaptation Program of Actlon NAPA), the National Adaptation PlanNAP), the Nationally
Determined ContributionNDC), and the SPCR must also be directly and comprehensively aligned
with this constitutionaHappinessnandate.

6. This is likely the first and only proposed SPCR to orgalhidink the PPCR goals of strategic
cimater esi |l i ent devel opment with the dé&nssNaigaient al
HappinessGNH) | ndex i s a national performance indicato
national developent goals to ensure the livelihood security, decentralized service access, and health
and weltbeing of our populace.

"According to the 6car bon EnegmamaClimatednteBigerice Wnit (ECWe elnbyisedw by t he

an unparalleled carbon sirddhsorbing three times more CO2 emissithras its 700,000 population produces, mostly through

hydropower https://www.theguardian.com/environment/2015/dec/03/bhbtsmostambitiouspledgeat-parisclimate summit

8Food security is defined as Atli@eocacde®ss af hrradlthypeapghteéevat | alff
contrast, food selfufficiency is defined as being able to meet consumption needs (particularly for staple food crops) from own

production rather than by buying or importirgtp://www.ifpri.org/publication/fooesecurityandfood-selfsufficiencybhutan

°Further insights orHappinessonceptual and operational gaps, garnered from consultative meetidgser10: Impressions

on Happiness Index.
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7.To ensure alignment with he Royal Government of Bhut ands
paramounthat the SPCRrogram effectively l@nd the Gross National Happiness Indicghlkl) with
programmatic climateesilience indicators in the national planning procéls. proposed SPCR GIS
platformed Program Results Framework anonitoring and EvaluationM&E) Frameworkwill also
need to cajure this data.

8. The GNHIndexis broken down into four key Pillars, nine Thematic Domains, 33 indicators and
123 variables. Ecological diversity and resilience is one of the nine domains, and it focuses on
biodiversity conservation and climate change. Té®& GNH Survey was conducted in 2015 and
measured a marginal increase in Heppinesof Bhutanese societyfrom 0.743 in 2010 to 0.756 in
2015 due to Bhutandéds overal/l devel opment progress

9. The level of happiness is measured through the GNH Indiéch includes nine domaitfsand
33 indicators. The GNH Index contains bo#ditional areas of socieconomic concern such as living
standards, health, education, good governance and ecological diversity and resilience; and less
traditional aspects of tture, time use, community vitalityna psychological well being. It is a holistic
reflection of the general wellbeing of the Bhutanese populatadher than a subjective psychological
ranking of O6happinessd al one.

10.In rural areasHappinessmargins varygreatly depending on the sog@gonomic status and
adverse environmental impacts of the rural inhabitants livelihoods. In this regaf@iase National
Happiness Survefpund that farmers comprise a majority of the 9% unhappy population. At the local
|l evel, the consequences of Bhutandés strong conse
persistent human versus wildlife conflict amlaeir forgoing signifcant revenue opportunity and
socioeconomic developmettt protect land and animals. This precipitdteser levels of happinessilt
is through building ecological climatesilience of forestagricultural landscapes and livelihoods that
will enhance thewerall happiness of rural inhabitants

11.All SPCR Investment activities seek to promote and enhance ecological diversity and
resilience, living standards, education and good governance. Like other FYP development progress, it
is understood that the attainmieof climateresilient development widllctually promote Happiness.

121 n supporting the GNH domaisgshotltbgi S®ICRwevli Il b

reducing vulnerability and risks to <climate i mg
dovnstream i mpacts to public utilities and servic
development within tertiary education institutions and in the Dzongkhags; (iv) reduce the burden on
water collection (ATi me arecoaseryationim droughtfricken spripgs;o v e me n
(v) protect fAcul tural di versity and resiliencebo
peri-rural Thromds and marginalized populations subject to constant bda&in to urban centres;

(vi) introduce climater esi | i ent fgood governanceo in Local a

Acommuni ty vi t-radilient tyaiding \ofi GEMIs; I(viii)nrarodacexdaptive ecosystem
based fl ood management t o rpagimoiten cieetc;o!l amgd ,c a i )i
standardso t hr ough -resiliententerprideudevelopment peactices.c | i mat e

Gender Equity & Happiness
13.Without specific attention to gender issues and initiatives, prajetstmend and added
resource can actually reinforce inequalities between women and men, and even increase gender
di sparities and systemic discontent. Many initia
the case. Although gender mainstreaming guidelines and GEadais have been recently put in place
within the various Line Ministries both at the Central &&llevels, there are still numerous obstacles

10 Psychological wellbeing; Health; Education; Time use; Cultural diversity and resilience; Good governance; Community
vitality; Ecological diversity and resilience; Living standards
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to implementGender Equity and Social InclusioGES) policies in practice, and limited geneer
related perforrance indicators to assess the attainment of gender equity ahthppahess.

14.The SPCR seeks to further strengthen the institutionalization of gender mainstreaming at the
central and local levels, including within the private sector. The SPCR also asuis@establishment
of a gendesensitive data collection tool and reporting format; and to advocate and plan together with
the Line Ministry Gender Focals the practical incorporation of GESI and Happiness priorities in SPCR
program activities, especialat the operational and community levels.

C. SPCR Themes From Scoping Mission

15.During the Scoping Mission of 280 October 2015 (seSection 1.5: SPCR Participatory
Consultative Proce$sseveral themes were raised repeatadigiuding: (i) the importance of mid and
longterm climate risk information relevant to major economic sec{@ysgheneed for climate related
agricultural information service§iji) the decline in water availability and accessibility due to drying up
of water resoures and lack of infrastructureggnd the need for technical capacity buildiny)
strengthening weather and watetated information and servicg®) governance and communication
between the national and sohtional government agencidsj) improving disaster preparedness and
emergency servicesfvi) mainstreaming climateesilience; and,(viii) the need for a Resource
Mobilization Strategy for Climate Finance.

16. Although the Energy, Tourism (and Mining) sectors walsmdeemed to be pridies for the
national economy, and subject to high risk from climate impacts, it was nonetheless agreed that the cost
of making these sectors climatesilient would be prohibitive, and would fall well beyond the purview
of PPCR funding parameters. Moregviarge resource envelopes are already being provided to these
sectors through other traditional commercial sources.

17.Presentations made by development partners indicated that significant-cbiaged activities
are being proposed under LDCF and GibRddition to some being undertaken in priority sectors such
as: hydropower tourism agriculture, integrated water resources management, and disaster risk
management: and that the SPCR should build sme ofthesei which it does

D. Climate-Resilient Strategic National Landscape to Southern Focus
18. TheSPCR shall consider a national landscape approach, and zoom in on the southern districts
to address impact projection modeling neeuster scarcity/securityecosystenbasedadaptiveflood
management, migipal ClimateSMART planning, private sector climatproofing, and capacity
building via an Environment, Climate & Poverty (ECP) curriculum.

19.Recognizing the limitations of fuimy and human resources, we cannot possibly expect to
address the multitudd aisks in all vulnerable regions and sectors across our coumtoymatter how
important (eg. the power sectovye are also cognamt of the need to focus on realistically achievable
results, toward transformational developmental outcomes versus trying unrealistically to do everything
for everyone everywhere.

20.Thus, in concert with the GNHC and World Bank, the Implementing Agenciastfre Line
Ministries have already conducted a preliminary prioritization of -higih Dzongkhags and thematic
focii, to be further justified during the Preparatdthiase IStage. GNHC has decided to strategically
focus on target communities and ecosystaorsss the Southern belt, as this region isafafaway at
greatest risk from climate hazards.

1 The Tourism &Energy sectors fall outside the gambit of SPCR support due to the prohibitive of glimafiag these
sectors; and | imited PPCR financing. Other investment strate
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21.That being said, some Investment Components are actually designed-reetipaal. They
include: (i) Investment Component 1, which seeks to mainstream hgtlomwnscaled climate impact
projection modeling across Government and civil society; amd [hvestmentComponent 2, which
intends to formulate climate impagtiented Wetland and Watershed Management Plans to address
water scarcity issues across the @amMidlands and Southern Belt.

22.0Other SPCR Investments are designed to replicate results and lessons learned in the South to
other vulnerable regions across Bhutan. These include: (i) Investment Component 4, which will
introduce ClimateSMART landuse panning in the South, followed by mainstreaming this replicable
climate risk management planning and development instrument in Bttemdes (townships) in
Bhutan; and (ii) Investment Component 6, which will mainstream the Environment, Climate Change,
andPoverty education program ( E@&PtheCwitSewises Bhut ano s

E. Building on Existing Processes & ValueAdded of SPCR
23.The 2015 Scoping Mission noted that Bhutan had already undertaken a number of consultative
and strategic process such as: preparation of the NAPA document; and, the INI{h present an
extensivelist of priority areas for both adaptation and mitigation. Bhutan is also in the process of
preparing the NAP. Moreover, the MEYP which is currently under formulan has a dedicated
NationalKey Result area on climate change, carbon ndtitrahd disaster resilience.

24.Thus, the valuaddition of the SPCR process is that it buildstlmeseprevious and ongoing
strategic planning and developmeinitiatives while contributing to the 12 Five Year Plan (FYP)
preparation and its expected progress towards the Sustainable Development Goals (SDGSs).

25.Sever al ot her key Environment al Pl ans and CI
commitment to climate change; aatk in some way supported or reinforced by the proposed SPCR.
They include: the National Biodiversity Action Plan of Bhutan (2014); the Biodiversity Policy and
Institutional Review Report; the Climate Policy and Institutional Review Repeds Developig
Country (DC) Position Paper; Carbon National Strategy; and National Communication Report to the
UNFCCC.

26.Another valueadded of the SPCR is its programmatic intent to follow th&. EYP
development process of significant decentralization of CentmlefBment resources (50%+) and
management of country investments towh€ management, thereby ensuring significant-lmugnd
ownership at the grassroots from participating Gewogs and ChiWwbgsvalueadded of theRGoB
intending to commit disproportiotenational resources to this SPCR must not be understated.

27.The proposedhutan Adaptation Bondand integration of amdaptation ceefficientat the
National policy level in country investments both represent additional and creativérgditional)
souces of SPCR revenue that deserve attention and recognition as viable new investment financing
mechanisms for SPCR. These highly innovative funding mechanisms would add substantive value to
the SPCR resource envelope, and overall program experience.

28.Farand away the most cestfective/valueadded contributions of Bhutan is its contribution to
national netegative carbon sequestration to minimize anthropogenic climate change impacts on
Annex | and NopAnnex 1 signatory countries. The selfless act by 8mutds ci ti zenry to
biodiverse land conservation, and surrender their forests and farmable lands to avoid disruption of wild
animal migrations, both in honour of the Paris Agreemeptesents the ultimate valadded sacrifice.

F. CSMI Integration.
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29.This SPCR will also strive to fully engage CSMils at every level in the SPCR program life
cycle, including the integral involvement of the Bhutan Chamber of Commerce and Industry (BCCI)
and its member firms to:

a. Identify realistic anddsting climateresilient solutions to defend their corporate value chains against
repeated disruptions from climate hazards.

b. Bolster their direct involvement in the development of uniquely competitive climate adaptation
products and services for domestimsumption, and external markets.

30.The IFC is expected to play a pivotal role in supporting this CSMI investment component.

Each of the six SPCR Investment Components clearly highlight CSMI integration in their program
activities and outcomes.

Figure x: Amochu River bank in Phuentsholing inundated by flash rood, dmaging local industry

(Source: Sonam Phuntsho)

G. Funding Analysis
31. Any justification of climate financing in Bhutan must be tempered with a clear understanding
of B hut an 6velopneental arel retonomie status. For example, asWwmetd Bank {VB)
financingstandardshecausddhutanis currently categorized as a Least Developed Country (LDG), it
eligible for Official Developmenissistanc¢ODA),*? in the form offavorable grants and concessional
loans.

32.Under ADB fund categorization, Bhutan is currently an Asian Development Fund (ADF)
ACat egory IAi8 expeoctad rthatr ADEF grant support to recipient countries is expected to
increase by 70% over the periddl72 0 2 0. Theref ore, currently 50% of
in the form of grant financing; and the other 50% is concessional loan financing.

33.The year 2018nay be the last year that Bhutan is categorized as an ADF country. This is
because Bhutais expected to progress to &MIC by around 2019, largely attributed tioe partial
commissioning of Punatsangchuu Il, and Mandgechhu proyeitsh areexpected to generate real
GDP growth of about 12.4% in 20:PD18.

34. TheRGoB has set a limit of 35%fdGross Domestic ProdudGDP) on norhydro borrowing,
including climate change investment. According to ADB, the country will therefore arrive at full loan
status by 2019 GNHC dialogue wittthe United Nations Economic & Social CoundilN ECOSOQ
may exend this ADF status to 2023. This presents a C2&cbhilemmafor Bhut ands devel opl
progress, because we have on the one hand Bhutan evolving into middle incomeitiateduced
support from the international cooperation community, while conyerB#iutan continues to suffer

2DAC List of ODA Recipients Effetive for reporting on 2014, 2015 and 2016 flows
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from extreme food insecurity and a seemingly unhealthy and disproportionate reliance on food imports
for our national food security.

35.WB in 2006 categorized Bhutan as a highly indebted and economically distressed country,
theef ore eligible for full grant financing. ADB ir
Bhutan concluded that its national economy was moderatelydasldssedwith its current debt to
GPD ratioat 120%.

36.With MDBs expecting Bhutan to crossost GDP andsross National IncomeGNH) socic
economic thresholds, and with the expectation that Bhutan may graduate to mddetagéatus,
international funding agencies have continued to operateuntry but may reonsider their presence
here dowrthe road, depending on future ULBSOC r esul t s and Bhutanods futu
resist climateénduced economic hardship. Yet, this emergent economy, heavily dependent on food
imports, and profoundly climateulnerable, still faces a multitude ciiallenges.

37.According to the World Bank for the current 2018 fiscal yelw-income economies are
defined as those with a GNI per capitalculated using the/orld Bank Atlasmethod of $1,005 or
less in 2016; lower middisncome economies are those with a GNI per capita between $1,006 and
$3,955; uper middleincome economies are those with a GNI per capita between $3,956 and $12,235;
highrincome economies are those with a GNI per capita of $12,236 or @oreently, Bhutan is
narrowly classified as a Least Developed Country (LDC).

Premature Donor Assessment
38. Although per capita income increased to US $2,B% u t @&aorosy is restricted to
hydropower & subsistence agriculturéh e UN ECOSOC r Econentdc Vulhbrabilita n 6 s
Index (EVI) at 40.2, which fails the graduation level of 32 @oim fact, Bhutan may not pass the EVI,
or pass the GNI financial litmus teany time soondue to anticipated climate shocks adversely
impacting its economy.

39.Recently, several Bilateral donors have diminished their presence in Bhutan, with the

expectéion that Bhutan will transition from an LDC tdLaw-Middle Income Country(MIC) by 2020

or so. However, this seems to be a premature assessment by the MDBitaterel, as Bhutan is

heavily dependent on hydropower export receipts, which may beisagniy offset by initial capital

outl ay, adversely impacting Bhutanés GNI and | DA
in fact remain static until 20230241 that is six years and a full Five Year Plan awHyé RGoB is
alsoreluctant tadraw on IDA loans as it is still categorized dsoavIncome Countryand fully eligible

for grantfinancing.

40. A handful of Bilaterals continue to provide-éountry support through diplomatic presence, or
remotely through fund disbursements. They include: (i) the Government of Japan (JICA); (ii) Austrian
Development Agency (ADA); (iiiiSwiss Development Cooperaiti (SDC, SIDA); (iv) Government of
Finland (FINNIDA); and, (v) Government of Netherlands (SNV Domesfidfor more detail on
Bilateral support, se@nnex11: Inventory of Climate Adaptation Programs and Activities.

Developmental Progress Against Climate Hzard Back-Drop
41.With Bhutan's extremely high food insecurity, and its-fated Environmental Vulnerability
Index (EVI) due to its topography and hydrologic
very well remain static until 2023024, therebyustifying continued international cooperation support,

| *2https://datahelpdesk.worldbank.org/knowledgebase/articles/906519
14 Bjlaterals that have departed to date include: SIDA (Swiss); DANIDA; FINNIDA; NEDA (Netherlands); SNV International
(not domestic); and Hieetas (downsized).
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and essential SPCR financing resourtteis. also highly plausible that anticipated climate shocks may

actually reverse Bhutanés positive devel apment t
trend and an wunanticipated drop in Bhutanés Gro
Bhutanés eligibility for climate financing must

42.Bhutan is also endowed with vast water supplies, yet paradoxically suffers frazasimgy
water scarcity and drought across @entral Midlands and Southern Bedixacerbated by wide spread
climate extremes. Moreover, emergent industry is struggling to diversify its products and services
nationally, with a desire to strengthen exportrikets. This desire for economic growth and
diversification is tempered by repeat climate hazards that continue to disrupt business value chains, and
hamper CSMI success. Again, the country needs a climatignt business model to contend with
these clinate threats to their bottom line.

43.As the Stern Review state€limatic shocks cause setbacks to economic and social
development in developing countries today even with temperature increases of less than 1°C. The
impacts of unabated climate changé¢hatis, increases of 3 or 4°C and upwardwill be to increase
the risks and costs of these events very poweHllgis plausible scenario must not be overlooked or
underestimated by IFIs and SPCR dondrisus, for all the aforementioned reasons, we inthiee
international community to support this vital and innovative SPCR.

1.70bjective of Bhutandés SPCR
44. The SPCRrepresents a strategic risk management frameworkbthilats onnational climate
strategies to strategically incorporate climedsiientmeasur es i n Bhutands deve
through a decentralized development modielprovides a londgerm vision that addresses climate
resilience, outlines country priorities, and articulates a Program of SPCR Investments to achieve its
climateresilient goalsand objective®ver the five year period

45. As developmental outcomeé3,h ut an 6 s S Bchidve thedadldwing t o

1. Create a strategic framework to mainstream climesdience into development planning in
Bhutan, to complement the NAP, NDC,daBDG process, and especially align with the Gross
National Happiness Index.

2. Put in place a coordinated mechanism and process of engagement on climate issues, building on
existing institutional arrangementand ensuringlimateresilient institutional cagcity over the
short, medium and lorgrm.

3. Identify climate investment opportunitiegile supporting a diverseumber of vulnerable groups

(including CSMIsw o me n 6 s, argd IC8QAktp Build climde-resilience at the grassroots; and,

Build Climate SMART planning capacity foat-risk Thromdes (Townships).

Be wholly transformative,especially through decentralized fund transfers and aggressive

stakeholder engagement, predominantly with CSO and CSMI participation.

6. Incorporate purposeful and participatorgpacitybuilding measures for botentral andLG
planners and developers, leading to strong climegéient outcomes for adaptive watershed
management and adaptive flood protection.

ok

1.8 SPCR Program Results Framework
46.The following Tablel highlights bylnvestment Component the expected Outcomes/Outputs
and measur eabl e l ndi cator s ; Baseline; Program T
SPCR

| *®Stern Review: The Economics of Climate Change (pp. vii)
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1.1 Hydremeteorology
cryosphereand agrometeorology
research capacity enhanced

Percentage of NCHM staff
(including women) trained on
hydrometeorologycryosphere
& agrometeortogy researctand
data management

CSO and public access to
climate information

Limited capacity on
hydrometeorologycryosphere, &
agrometeorologyesearctand data
managemerin 2017

NCHM staff's capality on
hydrometeorology,
cryosphereand
agrometerologyresearctand
data managemeirmproved by
2023

1.2 Downscaled climate model
(Dynamical) 510 km resolution
functional

Downscaling facilities (higlend
computers with software
modelling to utilize 6 different
GCMs with 4 different
scenarios; RCP2.6, 4.5 & 8.5)
installed and functional

No highresolution maps available
to inform climate change risks in
2017

Downscaled highriesolution
maps to inform sectewide
climate chang@mpacts, at
varying time scales/scenariog
available by 2023

1.3 Climateprojections and impact
scenarios developed at National
and Dzongkhag level

Climate change impact
projections available for pilot
project aregsand at national
level for Government Line

Ministriess GLOF data updated,

published and accessible to
public

Limited climate changinpact
projections data available in 2017

Climate change impact
projectionsdataavailable by
2023for multiple endusers
(Line Ministries, LG, Civil
Society)

1.4 Institutional capacity of NCHM
on hydrolometcryospherend

agrometeorologgnhanced

Number of staff trainedn
medium & extended range on
climate extremes, risk

Limited GLOF early warning and
rainstorm flooddatafor

Punatsangchhu, Mangdechu &

Increased number of climate
knowledge products

developed and disseminated
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assessment, instrumentation,
hazard mapping, melt modelling
observation, calibration and
validation of hydrological and
weather model (HBV, Mike 11,
WREF) instrumentatiorand
number ofclimate knowledge
products developed and
disseminated to inform climate
risk management planning and
policy decisions at the National,
Dzongkhag and Gewog level
(includingby womer s
group$CSMiswith leadership
role).

Chamkharchhu; #hours weather
forecast; &

seasonal climate information
(2017)

agricultural wonen through
stateof-the-art technologies;
climate mainstreamed in
policies and programs at
national, Dzongkhags and
Gewogs by 2023

1.5 Hydrological data bolstered
through localized hydromet
stations.

Number of functional hydromet
stations reporting datremotely

Limited scoping ofclimate impacts
in critical river basin locations and
destabilized ecgystems, using
limited numberf hydromet
stations.

A number of Hydromet
stations installed in highisk
target river basinsand
number of critical rivebasin
and target ecgystem
locations assessed through
number of installed hydromet
stations

Pillar 2: Preparedness, Food & W

ater Security

Component 2:Climate-Resilient Watershed Management Program

Outcome 2. Improved water
availability and accessibility
through Climate-Resilient
Integrated Watershed
Management Program
Implementation

No. of critical watersheds with
management plans; no. of
wetlands inventoried and
valuations; no. of beneficiaries
(DoFPs, CSMls, youth, private
sector by gendgr

186 watersheds;

7 WatershedMlanagemenPlans
with 9 plans under process; 3
InternationaWetlandsPlans 3
PES sitelsschemes

Critical watershedbenefitting
from Climate Resilient
IntegratedWatershed
ManagemenPlans wetlands
inventoried and
valuatd/monetizeghumber
of beneficiaries (DoFPs,
CSMis, youth, private) sector
trained by gender

WMD/GNHC-S/LGs

2.1: Enhance ClimatResilient
Capacity of DoFPS and project
beneficiaries on wetlands and
watershed managemeint context
of water scarcity

DoFPS number of Line
Ministries, anchumber of
communities (including women
groups, youth and CSMiIs)
trained inadaptivewatershed
and water conservation concep

Limited DoFPS staff trained on
hydrogeology mappinéesp.
climateoriented)

Training of Trainers (TOT) on
socioeconomic data collection
(incl. GESI & GNH)

MoAF, other Line Ministries,
LG, andnumber of vulnerable
communities (including
women's groups/farming
women/womered CSMIs,
youth) knowledgeable in
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policies,climate-orientedwater
resoure inventory and mapping
hydrogeology.

climate-oriented watershed,
wetlands and water
conservation concepts,
policies, and application of
adaptivegood practics;
climate-orientedwater
management moduléargeted
to vulnerable communities

2.2: Develop and implement
Climate-Related Integrated
WatershedManagemenPlans in
critical watersheds with beneficiar
groups including women (Phase |

Number of critical watersheds
for drinking and irrigation in
SPCR pilot sites in southern
Bhutan with management plans
already in place

186 watersheds identified;

7 watershed management plans i
place &

9 watershed management plans
under process

Climate-Related Integrated
Watershed Management Plar,
for critical watersheds and
wetlands in the SPCR pilot
sites developed to restoses
to normal condition

2.3: Nationwidewetlands mapped
in consultation wth key
stakeholders; and ClimaResilient
WetlandManagemenGuidelines
developed (Phase II)

Inventory of wetlands in the
SPCR project areaand
Management Plans/Guidelines
alreadyin place

Wetland degradation; no
systematic inventory records; 3
internationally declared wetland
sites; no climate ata on vulnerable
target wetlands; UWICE high
altitude inventory

Nationwide wetlands
inventoried to manage the
availablewaterresourceswith
upstreanadaptive protective
measureand downstream
conservation benefits;
Protection ofcosystem
stressed tgetwetlands for
water resource@rinking and
irrigation).

2.4: Valuation ofatrisk wetlands
and institute PES schemes for
conservation benefits (Phase 1)

Quantification and valuation of
critical wetlands in SPCR pilot
areas; and feasibility of PES
schemes carried out. Upon
favorable result, establishment
of the PES schemes

3 pilot PES sites in Bhutan

Valuation of critical wetlands
Feasibility study of PR
schemes in SPCR pilot areas
completedEstablishment of
PES schemeslepending on
favourable resuttof PES
feasibility study.

Pillar 2: Preparedness, Food & W

Component 3: Flood Hazard Assessment & Climat&esilient Measures

ater Security

3. Reducedflood Risks to flood
prone vulnerable communities in
Southern Bhutan

Number of households &
vulnerable communities with
reduced flood risks

Flood protection infrastructure,
Impact studies of past floods with
flood risks householddimited
technical capacity of engineeaind
plannersonriver basinflood
control

Households & vulnerable
communities with reduced
flood risks reaches 780%
from baseline by 2023

FEMD/GNHG-S/LGs

3.1: Flood risk and vulnerability

Number of reports on flood

Flood protection infrastructure

Causes and effects of flood
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assessed, climate hadamapped
and geotechnical studies conduct
(Phase I)

vulnerability; climate hazards
maps; geotechnical studies
conducted and reportexh
Maochu, Shetikheri and Aiepoly
(big and small) rivers

along the Maochu, Shetikari,
Aiepoly streams; Impact studies g
past floods

risks and vulnerability studies
generated by 201&co
systembased geotechnical &
slope stability analysis of sail
and rock slopes report for
Shetikheri steam.

3.2: Flood hazards and risk
assessment studies conducted in
other parts of southern Bhutan
(Samdrup Jongkhar, Phuntsholing
& Samtse, Sarpang, DagarRhése
).

Increased number of householg
adopting climateesilient
measures in Sarpang,
Phuntsholing, Samdrup Jongkh
and Samtse

Preliminary studies on flood risks
assessments and hazard maps
available for Samdrup Jongkhar,
Phuntsholing & Samtse, Sarpang
Dagaa

Number of integrateddaptive
ecosystenbased and
engineeringbased climate
resilient meaures in place ang
functional

3.3: Climateresilient measures
implemented in vulnerable target
areasagainst flood and extreme
climate hazards implementdd
collaboration with communities
including women, youth and
private sector (Phase II).

Number of dmateresilient
activities implemented in
collaboration with vulnerable
communitieggroups

Findings from output 1.1 during
Phase | implementation

Number of ntegrated
ecosystenbased and
engineeringbased climate
resilient measures in place ar
functional in affected areas

3.4: Build Human Resource
Capacity of MOWHS, LGs, and
Vulnerable Communities including
men and women (Phase II).

Number of longterm/shortterm
trainingevents/workshops;
community sensitizatign
learning by doing on climate,
flood & environmentrelated
fields

Limited technical capacity dfine
Ministry & LG engineers and
planners, and participating target
community group®n floods,
climate and environment in 2017

Enhancement of climate
resilient capacity by 50% fron|
the baseline for FEMD, LGs,
and vulnerable communities
by 2023.

Pillar 3: Sustainable Growth & Re

silient Infrastructure

Component 4: Climate Smart Human Settlement Planning in Samdrup Jongkhar

4. Climate SMART human
settlement plans for climate
proofing of infrastructure and
services to beneficiaries.

No. of Climate SMART LUPs
with climateproofing
infrastructure& services used by
residents & ClimatsSMART
training of beneficiariegwith
gender lens)

No dimate-SMART LUPs; poor
climateresilient infrastructure &
services; limited knowledge on
Climate SMART land-use
planning

Climate SMART LUPswith
climate-proofing infrastructure
& services & climate
knowledgeable beneficiaries

DHS/GNHGS/LGs

4.1:Enabling Framework for
Climate SMART LUP in Samdruk
Jongkhar .

Climate SMART LUP Standards
and Guidelines for Samdrup
Jongkhar

No proper climateSMART LUPs
for zonation within the S/jongkhar

Climate SMART planning
Standards and Guidelines
developed for S/J Plan.

4.2: Climate-proofing of urban
services and critical infrastructure
(Phase II)

Inventory and stocking of
drinking water, road, electricity,
waste water and solidaste,

land use in the ; percentage of

Poor quality roads, drains and
green spacesplid waste, waste
water and drinking water

management void of climate

Sectorbased Lenti
responsiverisk management
services improved b§0%

from the baseline scenario;
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hazard incidents, & comparative
% invested to rehabilitate
damaged municipal investment

impactplanning and adaptive
development considerations;
rehabilitation budget

reduced percentage of hazarg
incidents, & % reduction in
rehabilitation costs to
municipal investments

4.3: Climate-proofing of green and
recreational spaces (Phase II)

Percentage of urban residents
(visitation) usingClimate:
SMART urban infrastructure dn
hazardfeegreen and
recreational spacdacilities

Virtually no hazarefree green
and/or basic leisure areas &
facilities in S/J

Climate SMART LUP
planning guidelines
implemented; good lessons
and practice shared for
scalingup in other s by 2023
Increased % (visitation) of
municipal users to hazafdee
green and recreational space
facilities

4.4:DHS and Samdrup Jongkhar
land use planners and urban
designerspecially trained on
Climate SMART land useplanning
policies and practices

Number of tainingworkshops
on ClimateSMART human
settlement planninfpy gender
and benefits

Limited knowledge and skills on
Climate Smart Planningpy Land
Use Planners, Urban Designers g
environment officers in MOWHS
& S/Jongkhar

MoWHS and S/J land use
planners, urban designers an
environment officerspecially
trained in ClimateSMART
land useplanning & practice

Pillar 3: Sustainable Growth & Re
Component 5. Private Sector For

silient Infrastructure
ClimateResilience

5. Climate proofing value-chains
of CSMIs with climate-resilient
measures, and incorporation of
adaptive product and service
delivery

No. of CSMIs vulnerable to CC
impactsidentified and uptake
climate information and service
available

Large and CSMIs uneare of
climate-proofing business
opportunitieslack of climate
proofing knowledge transfer from
BCCI to private businesses

No. CSMIsand medium
enterprisaise climate
information and services to
climateprooftheir businesses

BCCI/GNHCS

5.1Evidence of use of NCHM
downscaled impact projection
models by large and CSMis.

No. of CSMiIs using climate
information and services
produced by NCHM

Limited or virtually no use of
climate information by CSMls;
NCHM lack technical capacity to
transfer clinateoriented
knowledge to privatsector

CSMiis use climate
information and services to
safeguard business value
chains; improved BCCI
capacity orimpact projection
modelling ancknowledge
transfer to business members

5.2 Reduced riskom clearer
understanding ofulnerability,
exposure, and risk t6SMIsassets
and value chains.

No. of CSMIsvulnerable to
climate change identified and
reported

Climate vulnerability and risks
CSMislittle/or unknown; lack
climate adaptation knowledge by
businesses.

VulnerableCSMiIsbuild
climate risk management
capaciy.

Ability to formulate and deliver
climate adaptation products and
services domestically and
internationally.

No. of CSMls trained and
providing climate adaptation
products and seises.

CSMils knowledge and capacity tq
produce and deliver climate risk
management products and servic|

non-existent.

No. of CSMIs fully trained
and providing climate
adaptation products and

services domestically, and
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| internationally.

Pillar 4 (Cross-Cutting): Strengthening Institutional Coordination and Human Resource Capacity Through Curriculum Development

Component 6:Mainstreaming Climate-Re si | i ent Knowl edge & Skills Through Curriculum Deve
6. Institution al and human Revised climate change theory| ECPa regular subject, with modey ECP teaching and research § NEC/RUB/GNHG
resource capacity of Academia, | and praxis curriculum; teaching| facility in Sherubtse and CNR; regular program; Gllege SMRG

Central and Local Governments
on Climate Resilience
strengthened

& research units; ECP
mainstreaming capacity of
College Rculties RCSC&
studentgespeciallywomern)

none in CST; limited lecturers on
ECP;RCSC &MRG havelimited
ECP capacity

faculties and facilitie€CP
capacity ehanced RCSC &
MRG trained to mainstream
ECP in Central and LGs

6.1: ECP theory and praxis
curriculum in relevant colleges
developed (Phase I).

Climate change history, theory
and praxis curriculum in place i
RUB and participatingolleges.

Climate change a regular subject
Sherubtse College; College of
Natural Resources, Wangdue; no
in CST.

Environment, climate change
(mitigation & adaptatiojy and
poverty reduction taught as
regular subjects, with fully
developed curriculum ithe
Royal University of Bhutan, &
participating colleges.

6.2: Establishment of ECP teachi
and research institute/units (Phas
I1); and ECP Academic
Scholarships

Climate change teaching
instituted in number of colleges
and RCSC Departments;
research facilities upgradedth
ECP; number of ECP Academi
Scholarships

Sherutse; Science and Technolog
and CNR College have a small C
unit; RSCC has absence of ECP
professional capacity

ECP program instituted at
participating Colleges and
RCSC Deprtmentsfaculty,
with ECPfacilities in
respective Colleges.

6.3: Capacitybuilding of Faculties,
Civil Servants and students on E(
(Phase II)

ECPcapacity built inumber of
Faculties Government
Departmentsand with students
in respective colleges.

Limited qualified lecturerg: civil
servanton ECP.

Number ofFaculty members
teaching ECPgivil servant
professionals applying ECP,
andst udent 6s e
participation (esp. women)
increased by at least 30% fro
baseline (2017).

At least 1,00 students
participate in field practicums
in southern communities.

6.4: Institutional capacitto
mainstreanECPin development
planning across mutgectors
(Phase II)

ECP mainstreaming capacity of
Faculties and students (esp.
women students) developéad
participating Colleges and in

National level Climate Change
Mainstreaming Reference Group
has limited ECP capacitas do
Dzongkhags

target Dzongkhags

Mainstreaming of evidenee
based ECP policy into
national, sectoral and LG
plans, programs and prajs.
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1.4 Country Background

A. Agriculture & Food Security /Sufficiency
47.The economy is dependent on climagnsitive sectors such as: agriculture, livestock, forestry,
water and energy to ensure basic necessities and sustainable livelihgnodslture, livestock and
forestry account for 16.67% of Bhutars GDP ; ¢ aceosnts fou X5 61%@nd electricity and
water account for 14.34% (NSB, 2016).

48. About 69% of the total population resides in rurkrgely agricultural areas. Agrarian
practices consist largely sfibsistence farmingndanimal husbandry. AlthougBhutard s agr i cul t u
and forestry sectors provide 58% of employment to rural men and women (MoLHR, 2015 Survey),
Bhut anés | sligsefficienoyfis alérmingly lowwith only 2.93% (only 278,000 cultivable
acres)of land beingarable andits heavy reliancen food imports from India.

49. Food Security encompasses food salfifficiency andfood safety. The Renewable Natural
Resources (RNR) sector, comprised of agriculture, livestock and forestry administered by the Ministry
of Agriculture and Frests, is mandated to address rural poverty and attain food security. Brarthn is
modestly food secur®.

50. Food selfsufficiency encompasses food availability, access and nutrition. According to the
MoAF 11th FYP, about 60% of cereals, vegetables aimdaproducts are domestically produced and
90% of fruits and nuts are domestically available with apples and oranges enough to be exported.
However, 97% of fish, 80% beef, 77% pork demand, and 90% oil and fat demand are still met from
imports(2015).

51. Reggarding access to food, about 3% of the population spends less than the food poverty line of
Nu. 1,154.74per month The nutritional status measured in terms of stunting prevalence reduced to
33.5% in 2010 from 56% in 1998 which is still very higkccording to the 11th FYP Miderm
Review, good progress has been achieved in vegetabkuffidiency with 83%47 domestically met.

52.The Renewable Natural Resourc®RNR) sect or 6 s full potenti al [
agricultural productivity and productiodue to acute shortage of farm labour driven by rural to urban
migration, humaswildlife conflicts, loss of agricultural land to urbanization, difficult terrain,
fragmented land holdingandlack of access to markets and credits aggravated by climatgeclaad
disasters. Consequentlihe import of food and food grains remains high, with marginal returns to
small farmers resulting from higher costs of production and low economies of scale.

53. Moreover, the agriculture sector has been the hardest hitréyceand scanty rains during
winter, resulting in a decline in crop productivity and productionBhutanese farmers practice
subsistence and mixed farming, raising livestock animals and growing trees for wood, food and fodder
on their farms. The challengeof farming are low productivity due to small land holding, shortage of
irrigation water, poor agricultural practices, and lack of access to markets, credit and technology.
According toone sudy, the total area under irrigated paddy fallow land hasaseeto 3394 ha in
2008 from 1693 ha in 2000 primarily due to shortage of irrigation water plausibly due to climate
changeinduced drought®

8 GNHC, 11" Five Year Plan Main Document Volume |

Y GNHC, 11" Five Year Plan MidTerm Review Document, November 2016.

18 Lungten and Moktan 2016. Assessment on the roles of trees and forests in buildinqritgnesilience against climate
induced droughtin Forests and Drought: Roles of Trees and Forests in Building Resilience Against Drought.
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54. Lamentably, here is a significant shortage of applied research studies to assess and respond to
the severe foodegurity and food insufficiency challenges Bhutan faces. In this regard, the World Bank
is supporting an $8Mn GAFSiandedFood Security and Agricultural Productivity Project (FSAR®)
collect field dat a, and pragmatically support B h
and malnutrition (seAnnex 9.

B. Bhutan - A Haven & Sacrifice For Biodiversity
55.Bhutan is a landlocked country nestled in the eastern Himalstagen China and India. It
has successfully preserved much of its national biodiversity herdisagemore than 71 percent of the
countryés |l and area is under forest cover.

56. Through a comprehensive analysis of global biodiversity undertak&iily betwea 1995
and 1997, the EasteHimalayashave been identified as a glolmbdiversityhotspot, and the region is
counted among the 234 outstandaugpregionsof the planetin particular,Bhutan is classified as one
of 10 globalbiodiversity hotspots.

57. Specifically, according to the Swidsasednternational Union for Conservation of Nature
(IUCN), Bhutan is viewed as a model for proactemservationnitiatives. For example: (i) Bhutan
was also bestowed with: the fistv e r  UNEP Ch a mp iAwardins2008;f(ii) HisiViajesiya r t h
The Fourth King of Bhutan, Jigme Singye Wangchuck was conferred with the J. Paul Getty Award for
Conservation Leadership, administered by the WWF,Hor s  Ma thee degades of work to
conserve the environment of thenkdilayan Kingdom; (iii) His Majesty The Fourth King was also
inducted into the Kyoto Earth Hall of Fame for outstanding contribution to the protection of the global
environment in 2001. In this regard, the Bhutanese Kingdom and its people have receinatidnsd
acclaim for our commitment to maintain our rich and unique biodiversity.

58.However, the citizenry of Bhutan have equally made great sacrifices to help conserve carbon
sequestering ecosystems, forest lands, and associated wildlife to the detfifaeming communities
andtheir food security. As wildlife (elephants, wild boars, monkeys, deer, sambar) intrude on the very
limited tracts of arable farmland damaging these precious fields with foraging and herdanaoias,
to-urban migration is aaally occurring with farrdand left fallow.

59. In addition to the 60% full forest cover, and 50% land designation to Natural Parks and Nature
Reserves, mother 9% of its land area has been identified as biodiversity corridors, linking the protected
areas. All of Bhutan's protected land is irdennected through a vast network of biological corridors,
allowing animals to migrate freely throughout the cownside. Impressively, environmental
conservation is at the core of Bhi(sdebamdCGoveDeapg el o p m
of Bhutan below).

C. Carbon-Negative Nation
60. The Government aims to promote conservation as part of its plan to prGmuse National
Happiness It currently has net sink greenhouse gas emissions status because the small amount of
pollution it emits is entirely absorbed by the vast forests that cover most of the counBygsiddile
the entire country collectively prodes 1.6 million tons of carbon dioxide a year (Ref. NDC), the
immense forest covering more than 71% of the country acts as a carbon sink, absorbing more than 6.3
million tons of carbon dioxide every year.
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Land Cover
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’L-:' Bhutan Boundary —— Kil
Dzongkhag Boundary
= Rivers
Land Cover
Agniculture Land (2.9%) P Blue Pine Forest (2.1%) Meadows (4.1%) - Bare Areas (3.3%)
- Built up Arcas (0.2 %) Chir Pine Forest (2.8%) Marshy Areas (0.0%) Shrubs (10.8%)
- Degraded Areas (0.5%) Fir Forest (4.7%) Non-Built up Areas (0.0%) - Water Bodies (0.7%)
- Broadleaved Forest (44.3%) Mixed Comifer Forest (15.8%) Snow Cover (7.8%)

Figure 1. Landcover map of Bhutan (Sourlc€MP, 2010)

D. Geography
61.Located between China in the north and India in the south, west and east, the Kingdom of
Bhutan occupies a total geographical area of 38, 3%4IKGMP, 2010)- with a projected population
of 768, 577 persons (48% women) in 2QNSB, 2016). Out of the total geographical areas; forest
covers 70.46%, agriculture 2.93%, barren areas 3.2%, degraded 0.54%, meadows 4.10%, shrubs
10.43%, snow cover 7.43%, water bodies 0.72%, human settlements 0.16%, and marshybanid non
up areas e#&c0.01% (NSB, 20165ee Figurel above.

E. Infrastructure & Climate-Induced Impacts.
62. Acute windstorms are destroying rural business and critical (urban) infrastrédaste flood
charged rivers wash away vital infrastructure, such as roads conngletieg, buildings, water tanks,
and electricity and communication facilities. For example, on May 25th and 26th, Cyclone Aila brought
unprecedented rain inducing severe flooding 1in
damage worth US $17Mn (DN, 2016).

1.5 Developmental Context
15.1 General Context
63.1t is important to note that in July 2011, the UN Genésdembly unanimously adopted the
Bhutanl e a d resolution on AHappi ness t owar ds a hol
developmenf r amewor k i n AGrogG\N\HNawasnaut Happwaesls by H
Fourth King of Bhutan in the 1970s. Since then, our secmnomic development visioning and
planning is inspired and guided by GNH, which aims to maximize thebe#@lg andhappiness of the
Bhutanese people.
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64.Guided by the visionary leadership of our Monarchs, along with a peeptered
devel opment phil osophy of ifGross National- Happin
economic development over the last decadesome cases exceeding the Millennium Development
Goal (MDG) targets. For example, poventgsreduced from 31.7% in 20@831d23.2%6 in 2007 to 12%
in 2012 Our health and education indicators present positive outcomes for reduction in mortality
rates; ad increased enrollment rates. Life expectancy has increasétytars(WHO 201§0), while
generaliteracy rates wereecorded at 63%NSB 2015).

65. Economic growth has averaged arountl6 per annum over the last decadkth a per capita
Gross Domestic Product (GDP) of US$ 2,532, Bhutan is one of the fastest growing economies in South
Asia. This is reflected in our annual GDP growth rate, which increased to 6.49% in 2015 from 5.75% in
2014; and surprisingly from 2.14% during tB@13 India rupee and foreign exchange economic crisis
(NSB, 2016).

Alignment with Global Commitments
66.Bhutan is also amongst the first few priority countries rolling forward the implementation of
the SDGs since its adoption in 2015. While all 17 Goals are important, Bhutan has prioritized three
SDGs (Goal I No Poverty; Goal 13 Climate Action; and Goal51 Life on Land) for immediate
implementation.

67.These goals were prioritized on the basis of urgency to address the following issues: to

eliminate poverty in Bhutan (No Poverty); to ens
remain carbon neral at all times (Climate Action); and, to be a champion and world leader by show
casing Bhutands success in terms of bi odiversit)

efforts, and our SPCR activities specifically, will focus on implementioigcips and programs that
will have multiple impacts on a number of SD@wore on Chapter 4)

Multidimensional Poverty & Development
68.According to the MidTerm Review of the A FYP (GNHGS, 2016) Bhutan has made
significant progress inur social andeconomic development. The E YP o b | e c tReliamce of i Se
and Inclusive Green Soetec onomi ¢ Devel opment 0 underpins inclu
national poverty level from 12% by 2012 to less than 5% by 2€d@ributing tothe SDG Goal of
Ending Poverty in all its forseverywhere.

69.This was possible due to key ppoor RGoB initiatives such as: The Rural Economy
Advancement Program (REAP); National Rehabilitation Program (NRP); and Targeted Household
Poverty Program (THPP).

RGoB Devebpment Goals
700Many of Bhutands Nat i on &genckeyResileAsaad (AKRAs) eas (|
and Key Performance Indicat o¥ear PakK@f BYP) aiewellBhut an
aligned with international and national development goals. Thidw al so be the case
Twelfth Five-Year Plan (12 FYP), commencing in 2018 to 2023

71.1 t i's Iimportant to note that, as with Bhut an
our wupcoming Five Year Pl anornal tHep piiMaexsismioz afh ioxg
goal should not in any way be understated or uedémated as it is the quintessential developmental

19 The latest poverty figres (both income and multidimensional poverty) is based oBhhtan Living Standards Survey

(BLSS), 2012. The NSB is currently conducting the BLSS 2017, with updated poverty figures by end of 2017 or beginning of
2018.

20 hitp:/iwww.who.int/countries/btn/en/
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philosophy of the Royal Government of Bhutan, and as a key pillar of this SPCR. It is undeniably vital
to our socieecanomic development success.

72.The close alignment between our national development goals, and international developmental
goals allows Bhutan to: (i) create development synergies with other countries in the South Asia Region;
(i) benefit and share in climatchange technology transfer; and, (iii) tap into global climate change
funds, such as the Global Environment Facility (GEF); Green Climate Fund (GCF); Least Developed
Countries Funds (LDCF); and Pilot Program for Climate Resilience (PP}, mainstreaming
environment, climate change, poverty and disaster resilience in our Programs and Projects will help
Bhutan in knowledgsharing and resource mobilization.

73.Our Strategic Framework for the"lBYP is illustrated as follows (see Figuiéelow:

MAXIMIZATION OF GROSS NATIONAL HAPPINESS

L)
PLAN OBJECTIVE e _— -
ROYAL ADDRESSES
ﬁ IL_ S |
P 1 NATIONAL KEY RESULT AREAS ‘ - (ETITJ—TP N
; & VISION 2020
I ]
i | ——— |
m STRATEGY FOR GNH
AGENCY KEY RESULT
T— AREAS __ £ LGKEY RESULT AREAS
Lommses U ‘ ‘ 11™ PLAN MTR REVIEW
PROGRAMS INTERNATIONAL&REGIONAL
GOALS. —
COORDINATION CONSOLIDATION COLLABORATION |  STAKEHOLDER
CONSULTATION
—— 4

Figure2: Strategic Framework for Maximization of Gross National Happiness

1.5.3 Main Challenges & Priorities Addressed by SPCR
General

74.There are a myriad of developmental and clinmatated challenges and SPCR priorities
addressed in this documeiithey include food insecurity from extreme flooding and droughts in the
south; monsooinduced landslides damaging roadworks and disruptidigsiny supply chains; climate

threats toThromde municipal infrastructurealso predominantly in

the southern belhd, climate

induced water shortageacross the midlands and southern regamversely impacting CSMIs,

involving a disproportionate number of worAea enterpriseWe touc

h on some of the kehallenges

andclimateresilient prioritiesn this section, and provide much greater detail in Chapters 3 and 4.

Specific Climate Impacts

75.Bhutan is highly exposed to hydrnoeteorological hazards such as: chronic flooding and
extreme flashfloods damaging rural farm lands; frequent landslides and destabilized slopes in human
settlements and roadsides; climatduced droughts, water scarcitym groundwater depletion, and

consequent food insecurity; and, acute windstorms and greater
industries and critical infrastructure.

intensity cyclones destroying cottage
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76. According to thdnternational Disaster Database t he t en mosal & i ding d9d tcar
in Bhutan have all occurred in the last twenty years resulting in casualties and number of people
affectedThi s i s consistent with gl obal temperature a
years ever recorded have all occurredsie 1998; (with) the Hottest year

Investment Response to Climate Impacts
77.To respond to these specific climate hazards, SP@Estmentsshall focus on the following
priorities:

A. SPCR & Hydromet Impact Projection Modelling and Hydromet Services
78.The National Centre for Hydrology and Meteorology (NCHM) has very limited capacity to
conduct basic climate projections and climate change impact assessments. While risks posed by climate
change to critical environmesytinfrastructure am vulnerable populations is well perceived by
Government andtivil society, limited scientific knowledge and technical capacity in the country
hi nders the Gover n gebiliytdaslequateld undetstanel and strgtegitadlyi resgond
to the eypected risks of climate change.

79.Thus, the inability to produce national climate impact scenariofyardmetrisk assessments
and other risk management servisee ver el y compr omi ses KNn:ibdihae capaci
projection information to vaous sectors in vulnerability assessment and adaptation planning.

80.The SPCR intends tet r engt hen NCHM&s institutional cap
modelingand climateoriented hydromet serviceg: conduct hydremeteorological agrometeorology
and cryosphere research; identify climamgluced risk associated with GLOFs, using higésolution
impact projection data; and interpret and disseminate climate impact models and risk assessments to
policy makers, sectoral planning experts, and civdisty agencies (especially CSMI Associations and
CSOs focusing on wonmded enterprise) to build their overall capacity for climassilience (CR).

81.The capacitybuilding component of this project will ensure that technical experts (NCHM,
Line Ministries, community leaders, and key CSOasvol ved in compl ementing B
efforts in vulnerable southern communities) are wedlined in climate science, cryosphere
interpretation, climate modeling and impact projectioasg additional early warimg approachesfor
integration of climate risk management practices in SPCR investment activities. Specialized and
targeted training modules will be introduced to ensure the optimum andtdéomgprogram
involvement of woman leaders, with the suppoN&6fC M6 s Gender Focal and Tech

B. SPCR & Climate-Induced Water Scarcity
82.In Bhutan, there are persistent reports from many parts of the country, especially in-the mid
altitude inner valleys and southern rural areas, that water sources (partispfantys) are drying up
and causing problems for local people to obtain water for domestic consumption, and for irrigation.
Many of the critical Watershed Management Plans developed by the Watershed Management Division
(WMD) report the drying of water sowgs in multiple locations in seven major and minor river basins
across the country.

83.Tambe et al Dughéithpactof cdimate chinge on precipitation patterns such
as rise in rainfall intensity, reduction in its temporal spread, and a mdeddihe in winter rain,
coupled with other anthropogenic causes, the problem of dying springs is being increasingly felt across
this region 0

21 Climate Centralhttp://www.climatecentral.org/gallery/graphics/hBttestyearson-record
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84.This SPCR seeks to analyze climate impacts on water scarcity across the country, and
particularly in the vulnerble midaltitude inner valleys and South; and develop an Implementation
Plan for ClimateResilient Critical Watersheds. This will help both Central and LG patiekers and
practitioners, and Civil Society Organizations (CSOs) [including grassroots CSfseried CSMIs,
and CommunigBased Organizations (CBOs) particularly in the Central Midlands and Rural South] to
make informed decisions on how to safeguard investments made in the food and water nexus through
climateresilient practices.

C. SPCR & Flash Hoods, Food Security, and Human Settlements
85. Bhutanese rivers are generally characterized by very steep slopes in the upper catchment areas,
which are subject to intense seasonal rainfall and high rates of erosion. As the rivers flow towards the
southern fothills, the transition from mountainous areas to flat plains typically occurs, and is
accompanied by extensive and repeated flooding.

86. Although floodng occurs in most parts of the country, it is very recurrent in the southern
region affecting people andropery ne ar by, especially in the rural
Gelephu, Phuntsholing, Samtse, and Samdrup Jongkhar. This extreme and repeat flooding generates
hazardous debris flows upstream, and deposits these debris flows in the southernoplagteedm
making human settlements and the precious little arable lands along the river banks considerably
vulnerable and exposed. This results in: destroyed crops and food scarcity; damaged critical
infrastructure causing a disruption in public servicsl consequent disruption of local enterprise
value chains.

87.0n climateinduced hazardgrom recurrent floodsthe SPCR proposes, inalia that: (i)
Flood hazard assessments be conducted across the southern districts affecting local populations, farm
livestock, agricultural lands, and public infrastructure and property; (i) building increased climate
resiliencemeasuregor food security and critical infrastructuydy identifying core factors contributing
to upstream catastrophic flooding hazardsj) (introducing adaptive ecasystem based river basin
measures to minimize those impacts; and, (iv) offering climate adaptation approaches downstream
benefitting vulnerable human settlementsrisk communities and CSMIls, and target agricultural
lands.

= g
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Image: Around 20 households in Shawa village in Gangzur, Lhuentse lost at lea:
when the swollen stream flooded on the night of July 17, 2017.

st 17 acres of crops

D. SPCR & Peri-Urban Hazards
88.Samdrup Jongkhar in the sotghstern part of the country plays a strategic role as a trading
hub, an administrative centre, and a key transit point, thereby leading to its accelerated urbanization.
The Dungsam Chhu River, which flows through the heart of the , floods during monsxswn se
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because of a shallow river bed. The level of the river bed continues to rise from gradual siltation and
flood debris. The flood control embankments constructed along the river continue to suffer from
repeated flood damage. Other hazards include sewaibankment erosion, landslides and earthquakes,
and the drying up of water sources.

89. Added to these frequent hazards, thesallperiu r b a(fowrislsips)are crying out for the
most basic & hazarttee green spaces for basic leisure activities. Thepstepographical terrain is
subject to high levels of risk from slope deterioration and concomitant landslides, and flash flooding
attributed to extreme weather events. As such, because most land surrounding thebarpegntres
are highly unstable, #re is a scarcity of livable, safe, lavgk green spaces.

90.This SPCR shall develop and introduceeplicable National ClimateSMART fustainable
Mitigation & AdaptationRisk Toolkit) Land Use Plan, comprised of laarbon and climateesilient
policies and practices for Bhutanese poliopkers and practitioners, tsuccessfully mainstream
Climate SMART Land Use Planning nationally, with a focus on the soutloér8amdrup Jondiar .
This will ensure the future climatesilient design and development of municipal services and critical
infrastructure.

91. A concerted effort will be made to fully engage women planners atGHevel to acquire
climate SMART land use planning skillin addition, wometed CSMIs will be targeted to ensure that
climateresilient planning designs and practices directly benefit tloeial businesses.

Image Human Settlements in the Punakha Valley

E. SPCR & CSMI Development
92.Environmeridd e pendent CSMI 6s ar e vMdmbeeirma df theapexo c | i m
business body BCGire painfully aware that their valughains are frequently subject to climate risks,
which adversely impact business operations and revenue. Tésgpesially so in the agriculture and
power sectors, and more so in the southern region of Bialtare climate impacts are more frequent
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93.This SPCR will strive to fully engage CSMlIs at every level in the SPC prograaydié
including the integral imolvement of the Bhutan Chamber of Commerce and Industry (BCCI) and its
member firms to:

c. ldentify realistic and lasting climateesilient training and solutions to defend CSMI
corporate value chains against repeated disruptions from climate hazards; and,

d. Bolster CSMI direct involvement in the development of uniquely competitive climate
adapation products and services for domestic consumption, and external méidets
examples, see Chapter 3: Private Sector Integration)

F. SPCR & Enhancement Of Climate Change Curriculum Into Education Sector To Equip

Faculty & Students With Climate Change Adatation And Mitigation

94. Environment,Climate Change andPoverty (ECP) are crossutting issues that government
policy-makers and plannetsave prioritizedthrough the11™ FYP and now12" FYP, and recently
within the education sectorEnvironmental degradation brought about by rapid economic
development andurban population growthin Bhutan, and concomitant consumption of natural
resources causing esystem stressis beingexacerbated bgn increase in repeat extreme events. This
continues to impedeB h u t aogi@esonomic developménand further aggravate existing poverty.
Thus, fiit is imperative that environmental and climate change concerns be addressed systematically
with the reduction of povdrthyp?amsd dcenhancement of

95. Recognising the importance of environment, climate change and poverty, through this SPCR,
the Royal Government of Bhutan is committeérnibance PosEecondary curriculum to incorporate
environmentgclimate change, and poverty in target educational institutiac®ssthe country This
curriculum enhancement squarely contributes to the SDG Goal #13 on climate change. Equipping
Faculty, Civil Servantsand students with the requisite knowledge and skdh adaptation and
mitigation to climate change will enable these future leaders to take urgent antetomgtrategic
action to combat the ravages of climate change in their commurit@snd industry. ThisSPCR
investmentill in the long run help tanainstream climate change in the decisinaking processand
thereby help sustain climate charigeestments

G. SPCR & Gender Equity and Social Inclusion (GESI)
96. Information fromMinistry of Home & Cultural Affairs (MoHCA) Reports indicate that only
11% of LG positions are filled by women representatives; with only 2 women Gups (Gewog Chairs)
amongst 205 this year (1%); and a relatively low 24 female Deputies in those same 205 Gewogs (12%).
Although there has been a moderate increase in participation by women at the Chiwog (County sub
division) level, there is nonetheless very little representation of women officials at the LG
administrative level.

97. Interestingly, it is recognized that most Bhutan&smilies are matrilineal in nature, with wife
or mother as family head, and with property traditionally passed on to wives and daughters. In spite of
these inheritance advantages, \@omen andchildren are largely responsible for domestic water
collection in rural areas, water scarcity demands more frequent collection of water, and greater
domestic burden when cooking and washing. The shortage of irrigation agdgeavated by human
wildlife conflict and ruralurban migration has left agricultural lanaléw in many rural areas, where
women (and children) farmers are the predominant seed sowers and paddy transplanters.

22 Framework to Mainstream Environment, Climate Change and Poverty (ECP) concerns
into the Eleventh Five Year Plan (202818)
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98. Moreover, with the adverse effects of climate impacts on rural farming populations and home
based micreenterprise largely attributedo flash floods and ground water depletiomomen and girls
are increasingly burdened in the field, in their homes, and with their cdizagel livelihood activities.

99. Gender Equity and Social Inclusion (GESI) mainstreaming is a core component in the design,
development and execution of this SPCR. Wdetnooperative groups and user groups are expected
to play an essential role in this innovative Program: as Central B8 leads; through their direct
involvement as Gender Focals to mainstream adaptation and GESI; as direct SPCR advigers to
committees involved in SPCR investment activities; during dialogue with CSMIs on climate risk
management business practices; @nbugh purposeful dialogue with their male counterparts on the
importance ofjendemainstreaming and SPCR performance reporting.

1.53 The Economics of Climate Change
1000According to the Asian DevelAsgessiagnthe Cstsrofk 6 s (.
Climate Change and Adaptation in South Agieelting glaciers and other climate chargéed
extremes pose a serious threat to Bhutands econo
domestic product (GDP) by the end of this centtiry.

101.The Report predicts that six countdeBangladeshBhutan India, the Maldives, Nepal, and
Sri Lanka- will see an average annual economic loss of 1.8% of their collective GDP by 2050, rising
sharply to 8.8% by 2100, if the world continues on its curressif fuelintensive path. The Report
goes on to say that, without changes to current global behavior, Bhutan would see an average economic
loss equivalent to 1.4% of GDP by 2050, widening sharply to 6.6% by the end of the century. However,
if mitigation end adaptation steps are taken, the damage could be limited to around 1.7% by 2100.

1.7.4 Climate Change Risks to Development
102.Climate change is mostly about adverse changes to hydrological resources, and associated
impacts on water towers and watlpendenecosystems and human settlements downstream. In this
regard, Bhutan is increasingly experiencing prolonged and extreme droughts, which in turn increases
the risk of loss of biodiversity, crop yield, and productivity, as well as forest fires. Unseasdnal an
intense rainfall and hailstorms are destroying precfoad cropsanddevastating farmerfvelihoods
who have no safety net.

103.During the monsoon, landslides are a major problem for the road sector, which is a lifeline
for a landlocked country like Blan. With most rivers flowing through narrow gorgesvards the
South the blockage of rivers by landslides leads to the unnatural formation of precarious water
reservoirs posing great risk to downstream hydro power stations and human settlementsodélash fl
accompanied by huge quantities of sand and coarse stone, cause siltation of hydropower dams and
cause extensive damage to infrastructure that result in energy supply disruptions and financial loss to
the hydropower industry and by extension, Bhutdns nat i onal reserves.

2 (2014)Assessing the Costs of Climate Change and Adaptation in South Asia: https://www.adb.org/newsgaeléns
climate-extremeghreaterbhutansfuture-report
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DIung bridge damage by landslide (Source: Sonam Phuntsho)

Climate Change & GLOFs

104.There is substantive evidence of glacial retreat in the Eastern and Western Himalayas, and
expansion of glacial lakes is predicted to be the highest in Nepal and Bhutan. With significant glacial
deterioration al ong Bhut aandfsthe Nibetah Rlaeawn therer&®h t i e r |,
recorded glaciers with2,674 glachl lakes and 7 major glaciefed rivers (mangdechu, manas,
punatsangchu, wangchu, chamkharchu, drangmddmipng chu, kurichu)all subject to climate
variability and extreme¥. All of these rivers lead to the southern region of Bhutan, where climate
impacts are at their greatest.

105.Bhutan's unique geographical location is at the intersection of theMatiyan Realm and
the Palearctic Realm. Combined with the altitudinal and nitmatic variation, this endows a rich
diversity of ecosystems, landscapes and species in the eastern Himalayas. Concomitantly, its geological
complexities also make it extremely vulnerable to climatiiced hazards and risks such as Glacial
Lake OutbursFloods (GLOFs, see graphic belof¥erratic and extreme rainfall pattern inducing soil
erosion; flash floods and landslides; seasonal drougimnd;wind and hail storms, all adversely
affecting property, human lives, and livelihood security.

Mitig Adapt Strateg Glob Change (2011) 16:515-533 523

Fig. 5 Twenty-four “dangerous™ glacial lakes identified by ICIMOD. Source Ives et al. 2010: 9

2 Bhutan Second National Communication to the UNFCCC (NEC, 2011).
2 Ref: Improving adaptive capacity and resilience in Bhutan: Harsha Meenawat & Benjamin K. Sovacool
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Figurex: 24 Dangerous Glacial Lakes, ICIMOD

106.GLOFs are of particular concern for Bhutan, as glaciers are reportedly melting at the rate of
30-40m per year for debris covered glaciers; ariD8 per year for debrfsee glaciers. This directly
impacts drinking adh irrigation water, and hydro electricity generation as short to metiom socie
economic development priorities for the Government (NEC, 2011).

1.8 Project Preparation Grant
107.The SPCR process and timeline for the preparation of Bhutan's SPCR wasedisirisg
the Scoping Mission of 280 October, 2015. It was agreed that GNHC, as the National Focal Agency
for PPCR, would follow the procedures and modalities of the World Bank (as lead MDB) while
accessing the grant.

108.Following the submission of a tdtaf 36 SPCR proposals to the CBhutan became one of
only 10 countries to become eligible for fundishgring thisc ur r ent Phase |1 of t he
for Climate Resilience (PPCR). Recipient countries include: Bhutan, Ethiopia, Gambia, Honduras,
Kyrgyz Republic, Madagascar, Malawi, Philippines, Rwanda and Ug&mdéan was actually selected
as the % top recipient country (after Uganda and Philippines). This was based on the merits of
Bhutanéds SPCR proposal , aochdllengdséacirgthegoantryl cl|l i mat e

109.GNHC prepared the SPCR proposal based on a CIF template, and the SPCR CIF Proposal
went through the | e gdnMarEhBrH2015,ahe Royal Gavérnmend af Bhiutant
(RGoB) submitted an Expression of Interest (EOI) to fund the Pilot Program for Climate Resilience
(PPCR), under the Climate Investment Funds (CIF). SRERproposal was finalized by January 30,
2016 and approved.

CIF Granting Process
110.The SPCRPreparatoryGrant was approved, and the Grant Agreement signed on March 02,

2017 between the World Bank and tR&oB The RGoB successfully received a World Bank
Administered TA of US $1.5Mn asRieparatoryGrant to:(i) carry out the SPCR consultative process;
(i) prepare the SPCR documem; conduct readiness activitie@ij) conduct feasibility studiesyiv)
provide capacitybuilding, and sectobased assessment§]) implement the Phase | Preparatory
Technical Projects to generate targeted data and knowledgertsiug@Phase Il Investmentévi) the
hiring of National and International Consultandgsid, (vii) readiness activitie®\ breakdown of the
approved CIF Grant can be vieweddinnex 1: CIF Project Preparatory Grarsubmission of the final
SPCR Report tde CIF is expected on November 10, 2017.

Component A. Development of SPCR (US $8Mn)
111.Implementation of the five Preparatory Projects, financed by Component A of the CIF Grant,
will commence on or aroun@®ctober2017, and are expected to be completed between June and
December of 2018. The outcomes and outputs from the Preparatory Studies (Projects) will create the
requisite enabling environment for teex Investment Components planned under Phase Il, which are
scheduled to commence from July 201@ne 2023, coinciding with tHeGoB6 s ™ Biv2 Year Plan
(FYP).

112.The Planned Technical Studies (as a Part of SPCR Preparation) arénliStdale 2below
(seeAnnex 2: Phase | Preparatory Technical Project Descripjions
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Table 2: Planned Technical Studies

Preparation of SPCR and Technical
(Preparatory) Studies

Preparation of the SPCRReview of existing
literature, gap analysis, consultations, institutiong Gross National Happiness
analysis, framework developmedgvelopment of Commission

roadmap and investment strategy.

Lead Agency

Pillar 1: Enhancing Information Base for Hydromet Services and Climate Resilience

Climate vulnerability mapping and risk National Center foHydrology and
identification and services Meteorology (NCHM)

Pillar 2: Preparedness, Food and Water Security

Watershed Management Division,
Department of Forests and Park
Services, Ministry of Agriculture ang

Analysis of climate impact on water scarcity and
development implementation plan for critical
watersheds

Forests
Assessment of flooding hazards, DEM, flood Flood Engineering Management
mitigation options for flood vulnerable districts Division, Department of Engineering
(southern belt) Services, Ministry of Works and

Human Settlements

Pillar 3: Sustainable Growth and Resilient Infrastructure

Department of Human Settlements,
ClimateSmart Urban Planning and Development| Ministry of Works and Human
Settlements

Gross NationaHappiness
Commission

Cross-Cutting Pillar: Strengthening Governance, Institutional Coordination and
Human Resource Capacity

Human resource capacity analysis and curricula
development for climate, meteorology and Jointly led by NCHM and NEC
hydrology

Private Sector for Climate Resilience

Component B. Program Management & SPCR Preparation (US $0.450 million)
113.This portion of the grant financing is being used by the GNHC(ifpGovernment (Central,
Line Ministry & Local), and civil society engagemefit) institutional capacityuilding in preparation
for SPCR Phase Il Investmenisj) the contract hiring of a Consultant Team to coordinate SPCR
formulation; (iv) institutional coordination{v) SPCRProgrammanagement; andvi) the designof
SPCR compondés through extensive agency stakeholder and technical consultations.

1.9 SPCR Participatory Consultative Process

1.7.3 SPCR Coordination Mechanism in Brief

Scoping, Joint Missions, Technical Workshops

114.Throughout the entire process of SPCR formulation, an impressive number of stakeholders

have been consistently consulted during purposeful Scoping and Joint Missions, stakeholder agency
consultations, and Technical Workshops (&eaex 3: List of Stakehads Consulted, 680 February
2017. In total, 199 Bhutanese and international agency engagements occurred between October 2015
and July 2017; involving an accumulated 401 Centréal&Representatives and Technical Specialists,
leads from multiple CSOs anohdustry, several wtountry Bilateral Agenciesand International
NGOs/ENGOs; MDB Representatives, and UN Agencies
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115.For more details on the extensive consultation procesg, Annex 3: Stakeholder
Organizations Consulted During SPCR Process; Annex 4:RSB@keholder Consultation List &
Meeting Schedule (JytyandAnnex 5: List of Stakeholders Consult&ddping Mission 280 October
2015.

116.The Consultation Milestones, including the meeting purpose, and number of agency and
stakeholder participantseadetailed iPAnnex 6: Milestones For SPCR Consultative Process.

SPCR Scoping Mission
117.0f particular note was the Scoping Mission, which wasasted by the GNHC and World
Bank between 280 October, 2015; and facilitated by the World Bank (WB) Resitiéssion - in
coordination with the Gross National Happiness Commission (GNHC) of the Royal Government of
Bhutan RGoB).

118.Both the Asian Development Bank (ADB) and International Finance Corporation (IFC) were
also present. NEC and several Line Ministries participated during ibisy4event, agslid several
NGOs and UN Agencies. The main purpose of this Scoping Mission whscigss preparation of the
SPCR.

SPCR First Joint Mission
119.Core issues raised and agreed to in principle during-ay4First Joint Mission Workshops
included:

a. Private Sector Engagement:That although uncharted in Bhutan, the SPCR will explore
opportunities to engage pr i v &hasel SopingtStady pf wi t h
private sector integration. This study would mainly focus on mapmithgopportunities for
private sectoparticipation in climateesilient actions in sectors including: water, waste and flood
mitigation, and capacity building of Government to support private sector engagement.

b. Gender and CSO Integration: That the integration of gender in technical studieobhigh
priority.

c. Carbon Neutral Development: That the outcomes from the World Balekl technical study
with NEC on dynamic interaction between the economy and greaese gas emissions provide
inputs to the SPCRRrogram especially to the 2 FYP NKRA number 6:Carbon Neutral,

Climate and Disaster Resilient Development Enhanced

d. Implementation Arrangements and Collaboration: That the GNHC remain the lead agency for
SPCR, with strong coll aboration bet weem GNHC
NAP be closely aligned with the SPCR documentd that GNHC promote the mainstreaming of
the climate change agenda in the National Development PlaanchgmplementatioRrocess.
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