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[bookmark: _Toc186230986]Executive summary
Progress toward targeted results
Finance solution 1: Establish Biodiversity Conservation Trust Fund (CTF) as a new mechanism for the resource mobilization
[bookmark: _Hlk109388695]Comprehensive assessments undertaken during the BIOFIN Phase I, including the Biodiversity Finance Policy and Institutional Review and the Biodiversity Expenditure Review, revealed a persistent underinvestment in biodiversity conservation from public, donor, and private sectors. The Biodiversity Financial Needs Assessment determined that KGS 1.2 billion was required to implement the National Biodiversity Strategy and Action Plan (NBSAP) for 2019–2023, highlighting an urgent need for innovative financing mechanisms.

To bridge the financing gap and support NBSAP priorities, UNDP-BIOFIN in Kyrgyzstan is leading efforts to establish a Biodiversity Conservation Trust Fund (CTF). The Fund aims to attract additional resources for critical biodiversity conservation measures. While a feasibility study conducted in previous reporting periods identified legal and regulatory challenges for establishing the traditional CTF models, UNDP proposed leveraging the UN Multi-Partner Trust Fund (MPTF) mechanism as an interim solution. This approach aligns with high-level political will to expedite the CTF’s establishment while ensuring transparency and accountability.

High-Level Advocacy and Stakeholder Engagement:
In March 2024, a high-level round table was convened to present the CTF concept under the MPTF gateway, collected feedback, as well as explored partnership and coordination opportunities for the establishment and operationalization of the fund.. This event engaged senior government officials, international partners, the diplomatic corps, international financial institutions, and environmental NGOs in a collaborative dialogue. 
Ms. Ivana Živković, UN Assistant Secretary-General, UNDP Assistant Administrator and Regional Director for Europe and Central Asia, highlighted the initiative’s transformative potential for biodiversity conservation in Kyrgyzstan: "The establishment of the CTF through the MPTF mechanism underscores UNDP’s continued commitment to environmental stewardship and sustainable development. By leveraging the expertise and global reach of the UN system, the CTF will contribute to the long-term sustainability of unique biodiversity and ecosystems of Kyrgyzstan."
Key objectives of the CTF include promoting sustainable land use practices, enhancing the resilience of mountain ecosystems to climate change, empowering local communities, and raising awareness about the importance of biodiversity conservation. Through research, innovation, and knowledge exchange, the CTF seeks to inform evidence-based conservation practices and foster international collaboration.
"The Conservation Trust Fund represents a major step towards securing the future of Kyrgyzstan's natural heritage," said Mr. Kubat Kaseyinov, Deputy Minister of Natural Resources, Ecology, and Technical Supervision of the Kyrgyz Republic, emphasizing the importance of collaborative efforts in achieving environmental sustainability.
Global Advocacy at COP Events:
UNDP is keeping active engagement with diverse stakeholders to broaden the potential for resource mobilization. UNDP-BIOFIN used global platforms such as COP-29 in Baku, Azerbaijan, and COP-16 in Cali, Colombia, to amplify support for the CTF. At COP-29, a side event co-hosted by UNDP and the Kyrgyz Ministry of Foreign Affairs to showcase the CTF's potential impact as a transformative initiative for biodiversity conservation in Kyrgyzstan. During COP-16, the Special Representative of the Kyrgyz Republic on mountain issues championed the CTF in bilateral discussions with key stakeholders. These engagements reinforced the CTF as a cornerstone for sustainable biodiversity financing.
Progress on Foundational Documents:
The Terms of Reference (ToR) for the CTF and its Operations Manual are under development. These documents will define the Fund's objectives, governance structure, and operational framework under the MPTF modality. They are pivotal in setting the groundwork for transparent and accountable fund management.

Finance solution 2: Reform harmful agricultural subsidies to remove barriers to green/organic agriculture
Finance solution 9: Introduction of monitoring and evaluation practices for subsidy effectiveness in Kyrgyzstan with a focus on potentially harmful to biodiversity subsidies
Agriculture in Kyrgyzstan impacts negatively on biodiversity through uncontrolled expansion into wildlife territories, overgrazing, inefficient water consumption, water pollution, and use of chemicals. In the Kyrgyz Republic, substantial funds are allocated from the budget and subsidies in Kyrgyzstan's agricultural sector cover many types of government support measures such as the provision of soft loans, free animal vaccines, tax exemptions, official development assistance and others. 
Recognizing the need to address these challenges, UNDP’s BIOFIN initiative has prioritized the development of financial solutions (FS) to reform harmful subsidies. These reforms aim to alleviate the state budget's burden, enhance environmental protection, and promote the adoption of sustainable practices in agriculture while minimizing social costs to vulnerable groups.
When implementing the FS 2 in the previous reporting periods, BIOFIN identified that no assessment of impact of subsidies on biodiversity and environment is done neither prior nor post their introduction in the country. Additionally, the assessment of effectiveness of introduced subsidies is not practiced in Kyrgyzstan. 
To address this issue, in 2023, BIOFIN developed and approved FS 9, focusing on introducing monitoring and evaluation practices for subsidies, particularly those harmful to biodiversity. Supported by funding from the Governments of Switzerland and the UK, FS 9 aims to:
· Develop methodologies to assess the environmental impact and effectiveness of subsidies.
· Pilot these methodologies on three selected subsidies to test and refine the approach.
Implementation of FS 9 is scheduled for 2025, with the ultimate goal of institutionalizing these methodologies into national legislation.
To complement this, the following components will be implemented within the FS 2:
· A comprehensive survey on harmful subsidies is planned to assess public awareness, perceptions, and priorities regarding subsidy reform. The findings will provide critical insights for policymakers and civil society organizations.
· [bookmark: _Hlk157075826]Communication campaign on harmful subsidies to raise awareness about harmful subsidies and catalyze collective action towards subsidy reform.
UNDP-BIOFIN’s work on repurposing harmful subsidies in the previous phase has shown the importance of government support in promoting the agenda of harmful subsidies. Political support is essential in reforming harmful subsidies as it provides the necessary legitimacy, authority, and resources for effective implementation. Strong backing from the government helps to overcome resistance from vested interests, align various stakeholders, and ensure policy continuity despite potential changes in government.  In this regard, we’re currently exploring the cooperation with the government agency, the National institute of the strategic initiatives of the President of the Kyrgyz Republic to carry out the implementation of the above-mentioned components as a Responsible Party.
Additionally, BIOFIN supported the integration of subsidy reform measures into the Green Economy Development Program, a strategic framework guiding Kyrgyzstan’s transition toward sustainability. BIOFIN KG supported the development of the section "Natural Ecosystems and Biodiversity" of this strategic national program and 2 measures on greening and repurposing the environmentally harmful subsidies have been integrated in this section.
Finance solution 3: Improving the procedures of budget formulation and execution of protected areas (PAs) and forestry enterprises (FEs)   
Finance solution 4: Scaling up the adoption of performance programme-based budgeting in PAs      
Finance solution 5: Scaling up of the Financial Solutions No. 3 and 4   
The first phase of BIOFIN in Kyrgyzstan identified critical challenges in public budget financing for biodiversity conservation. These included a lack of alignment between budgets and strategic priorities, an underutilization of functional budget classifications, and financing delays that disrupted seasonal operations. These inefficiencies highlighted the need for reforms to strengthen the connection between budgeting processes and environmental priorities.
FS 3 aims to revise budgeting rules to establish clearer principles for public financing of Protected Areas (PAs) and Forestry Enterprises (FEs). This involves refining budget procedures to ensure greater alignment with institutional goals and operational needs.
In many PAs, budgets are primarily allocated to staff salaries, leaving little for maintaining infrastructure, acquiring equipment, or implementing biodiversity conservation activities. FS 4 addresses this by ensuring sufficient funding for these priorities, in line with Kyrgyzstan's biodiversity strategies.
FS 5 builds on FS 3 and FS 4 by promoting results-oriented budgeting for PAs and FEs. This ensures that budget allocations are directly tied to performance indicators and strategic biodiversity objectives.
The implementation of these FS has been funded with the support of the funds from the European union and the Government of Germany.
Management plans for PAs, developed with BIOFIN support in the previous reporting period, were approved by the Ministry of Natural Resources, Ecology, and Technical Supervision. These plans provide a strategic framework for effective PA management and resource allocation.

The analysis of budget allocations for 2022 and 2023 shows significant progress. Allocations increased by 52% for Forestry Enterprises (FEs) and 60% for Protected Areas (PAs) in 2023 compared to 2022, reflecting a growing recognition of the importance of biodiversity conservation.

To reinforce program-based budgeting practices, BIOFIN trained 22 internal trainers (64% women) from the Forest Service and Protected Areas. These trainers will play a critical role in improving financial management efficiency and accountability within their institutions.

[bookmark: _Hlk172109816]Finance solution 6: Debt-for-Nature Swap in the Kyrgyz Republic
[bookmark: _Hlk157161172]A Debt-for-Nature Swap (DfNS) offers Kyrgyzstan a promising pathway to increase funding for environmental activities without diverting resources from other critical sectors. Given the country’s fiscal challenges, DfNS is a pragmatic approach to sustain long-term development while addressing urgent environmental priorities
The financial solution aimed to help the Government of Kyrgyzstan to choose the best option in implementing a debt-for-nature swap mechanism, and support negotiations with donors. 
In 2022, with UNDP technical assistance, the Government of Kyrgyzstan assessed potential DfNS opportunities. Building on this, the Ministry of Finance, guided by UNDP’s recommendations, issued letters of interest to all bilateral creditors in 2023, expressing Kyrgyzstan’s readiness to participate in debt swap transactions. However, responses were limited, and none were positive, underscoring the challenges in securing creditor engagement.
Based on the conclusions of the DfNS feasibility study, which identified Germany as one of the creditors most likely to engage in DfNS, the Kyrgyz Government has been actively advancing efforts to establish a DfNS agreement with Germany. In May 2024, UNDP facilitated consultations with the German Representation Office (GRO), sharing a concept note on the Conservation Trust Fund (CTF) and briefing notes on German DfNS mechanisms. While GRO expressed willingness to connect Kyrgyzstan with key focal points at BMZ (Germany’s DfNS operational arm) and support initial discussions, no explicit commitment to pursue a debt swap has been received from Germany thus far.
Additionally, UNDP-BIOFIN prepared detailed briefing notes and analyses of Kyrgyzstan’s debt with Germany to inform discussions between UNDP Headquarters and the German government during a planned visit. Despite these efforts, the visit and subsequent negotiations did not materialize.

Finance solution 7: Introduction of an effective system of financial self-sufficiency in protected areas (PAs)
[bookmark: _Hlk157264878]To ensure the long-term sustainability of Kyrgyzstan’s biodiversity conservation efforts, it is essential to mobilize financial resources beyond the current national budget. Protected Areas (PAs) require reliable, diverse, and credible mechanisms for generating income to reduce dependency on public funding and enhance their financial viability.
This financial solution, developed and approved in 2023 with funding from the Government of Switzerland, provides a framework for planning institutional changes (organizational and regulatory) to implement new income-generation mechanisms. These include innovative approaches such as public-private partnerships, paid public services, entrance fee schemes, payment for ecosystem services, and revenue retention from biodiversity-related activities.
A feasibility study conducted during the reporting period resulted in a proposal outlining six feasible income-generation options for PAs. These options were presented to the Department for Biodiversity Conservation and Protected Areas (DBPCA) and included:
· Adjusting entrance fees and offering additional services for tourists.
· Generating income from permitted economic activities.
· Strengthening partnerships with NGOs and development partners.
· Revising land lease revenues and adjusting related legislation.
· Accessing financing from regional development funds.
· Launching support programs such as thematic merchandise, branded product sales, “adoption certificates,” and crowdfunding initiatives.
Following discussions with DBPCA, three priority options were identified for implementation in the next phase of this FS, supported by UNDP BIOFIN Kyrgyzstan:
· Adjusting entrance fees and providing additional services to tourists. 
· BIOFIN will support the development and institutionalization of a standardized methodology for calculating entrance fees. Once institutionalized, entrance fees will be revised to reflect the methodology, ensuring they are fair, sustainable, and aligned with conservation goals.
· Efforts will target PAs with the highest tourism potential, focusing on development of touristic routes, infrastructure development, marketing strategies, and service enhancements to attract and accommodate more visitors sustainably.
· Revising land lease revenues with legislative adjustments.
· The draft legislative amendment, along with the supporting justification documents, has already been prepared for further advancement by the DBPCA.
· Securing financing from regional development funds.
· During the reporting period, the BIOFIN facilitated the partnership building meetings between several regional development funds and Protected areas. The event facilitated a dialogue on how to access the funding from the regional development funds.  This meeting resulted in actionable outcomes. Following the training, at least five protected areas have initiated the development of project proposals focused on infrastructure improvement. To further advance initiative, in 2025 BIOFIN will deliver training on business plan development, providing hands-on support to PA management teams in drafting business plans and navigating the application process for financing from regional development funds.
Finance solution 8: Digitalization of rental payments for leasing forest plots
With funding support from the Government of Germany, this financial solution aims to modernize payment systems for services provided by the Forest Service (FS) and Forestry Enterprises (FEs) by transitioning to a fully digital, non-cash payment system. The initiative seeks to enhance transparency, accountability, and operational efficiency while expanding payment accessibility in remote areas through various financial instruments such as payment terminals and e-wallets.
BIOFIN Kyrgyzstan supported significant updates to the Automated Information System (AIS) “Forest Management” to optimize payment processes. Key updates included:
· Expansion of Payment Services: The AIS now accommodates multiple services beyond rent payments, broadening its application.
· Enhanced Reporting Capabilities: Reporting functions were upgraded to strengthen traceability and ensure accurate accounting of payment data.
· Integration with the Government Electronic Payment System: Automation of the payment process was achieved, enabling seamless transactions and real-time updates in the electronic database.
The updated AIS was finalized and rigorously tested to ensure functionality and reliability. Practical training sessions were conducted for 110 relevant FS and FE staff to familiarize them with the new functions and modules, equipping them with the skills to operate the enhanced system effectively.
Impact of Digitalization
The transition to non-cash payments is a transformative step for the Forest Service and Forestry Enterprises, offering several benefits:
· Increased Transparency: Digital payments provide traceable records, reducing the risk of fraud or mismanagement.
· Operational Efficiency: Automating payment processes and optimizing workflows streamline service delivery.
· Expanded Accessibility: The inclusion of diverse payment channels ensures that services are accessible even in remote areas, improving user convenience.
The full deployment of the updated AIS “Forest Management” is scheduled for January 2025.

Other Results and Looking Ahead
Kyrgyzstan, like all nations, benefits significantly from ecosystem services, yet the degradation of these ecosystems poses a growing challenge to its economy, communities, and overall quality of life. Biodiversity loss directly impacts key economic sectors, including agriculture, hydroelectric power, and tourism, jeopardizing livelihoods and the country’s sustainable development goals. Despite commitments to environmental stewardship, unsustainable land use, habitat loss, and inefficient water management continue to threaten biodiversity.
Despite the commitments of Kyrgyzstan to environmental stewardship, challenges like unsustainable land use, habitat loss, and inefficient water management continue to threaten Kyrgyzstan has taken steps toward sustainability through strategic frameworks such as the Program on Transition to Sustainable Development (2013) and the Green Economy Program (2019). These initiatives emphasized the need to align economic growth with sustainable resource use and the maintenance of life-supporting ecosystems. 
However, the country has still not managed to turn fully the existing economic model of the country's development on a green course, although the basic potential for such a transition has been created.  A review of the Green Economy Development Program (2019–2023) revealed that, of the 37 measures aimed at stabilizing ecosystems, only 10 were implemented to some extent. A major barrier has been insufficient funding, underscoring the need for more robust financial mechanisms to achieve sustainability goals.
In late 2023, the Government of Kyrgyzstan launched the development of a new comprehensive Green Economy Development Program (2024–2028), designed to address the country’s specific needs and priorities. Led by the Ministry of Economy and Commerce of the Kyrgyz Republic, the program will serve as a strategic roadmap to accelerate the transition to a green economy by defining policy measures, investment opportunities, and capacity-building initiatives.
BIOFIN has contributed to this process by supporting the development of the section on "Natural Ecosystems and Biodiversity." This section highlights the value of natural capital and introduces economic instruments to preserve and restore ecosystems as a foundation for long-term socio-economic development. The Green Economy Development Program    has undergone extensive stakeholder reviews and is currently under the endorsement process.
BIOFIN2


UNDP under the Early Action Support (EAS) Project is currently supporting the Ministry of Natural Resources, Ecology and Technical Supervision in developing the new National Biodiversity Strategy and Action Plan (NBSAP), the main policy instrument for implementation of Convention of Biological Diversity at the national level. The development of these actions in the NBSAP should go hand in hand with the identification of financing and capacity gaps and the development of national Biodiversity Finance Plans, as well as capacity-building and development plans. As part of this effort, BIOFIN is providing support to update the Policy and Institutional Review (PIR), Biodiversity Expenditure Review (BER), Financial Needs Assessment (FNA) and development of the updated Biodiversity Finance Plan (BFP), ensuring that financial solutions are directly linked to the priorities and targets outlined in NBSAPs, making them actionable and adequately funded. The finalization of NBSAP and BFP is targeted for the 2nd quarter of 2025.

1. [bookmark: _Toc186230987]Country factsheet: the country’s biodiversity finance profile and the programming approach
[bookmark: _Toc186230988]Biodiversity finance profile
The Kyrgyz Republic, being a landlocked country, is among the 200 priority ecological regions of the planet. This is due to a high concentration of species diversity; about 2% of the world’s known flora and 3% of the world’s known fauna can be found in the country. Biodiversity and ecosystems of the Kyrgyz Republic play an important role in the economy and traditions of the country. Ecosystems provide services for people of Kyrgyzstan and downstream countries which are essential to human wellbeing for this populated, arid, climate sensitive and disaster vulnerable region: fresh water, regulation of regional climate, food, biological pest control, maintenance of soil structure and fertility, natural protection against common natural hazards, nutrient cycling and hydrological services, carbon sequestration, support for biodiversity and cultural services.
Analysis of the environmental status shows that, currently, the national economy primarily applies technologies and practices that lead to environmental degradation and deterioration of livelihood environment, in general. Natural resources are being depleted, pollution is increasing and the dynamics of loss of biodiversity can be observed. All this reduces the regenerative capacity of the natural environment. Economic entities, energy, transport, mining, and agriculture sectors in particular, affect the environment. There is a general lack of policies and economic mechanisms which aim to internalize the external costs to society caused by these entities including emissions, pollution and other degrading activities. This results in an overuse of the environment and natural resources.
The country’s commitment to and engagement on protecting its biological diversity and preventing further loss
The Kyrgyz Republic has acceded to the Convention on biological diversity by the Law of the Kyrgyz Republic No. 40. dated July 26, 1996.  In order to implement the provisions of the Convention on Biological Diversity and Strategic Plan for Conservation and Sustainable Use of biodiversity, including the Kunming-Montreal Global Biodiversity Framework, the country has developed:
1. Program of the Government of the Kyrgyz Republic “Unity. Trust. Creation» until 2023 which defines the key actions necessary for the sustainable development of the country;
1. Priorities for the conservation of biological diversity of the Kyrgyz Republic for the period until 2024 and the Action Plan for their implementation.
1. Concepts for the development of the forest industry for the period up to 2040.
1. National strategy for the conservation of the snow leopard in the Kyrgyz Republic for 2013-2023 years and the Plan for its implementation;
1. Priorities for the conservation of wetlands of the Kyrgyz Republic until 2023 and the Action Plan for their implementation;
1. Program for the development of nut crops in the Kyrgyz Republic until 2025;

The country’s financial profile: recent economic developments
In 2024, Kyrgyzstan saw an 8.4% GDP growth, driven by services, industry, and agriculture, yet 29% of the population remained below the poverty. Economic growth was fueled by remittances, income gains, and consumer lending, with external trade growing by 9%. Fiscal stability improved with 6.2% budget surplus, but external debt remains a concern. With UNDP’s support, post-COVID-19 recovery helped advance Kyrgyzstan to 117th in the Human Development Index, making significant progress.
Environmental challenges including climate change, natural disasters, and unsustainable resource use, persisted. The year saw significant disasters: a 7.1 magnitude earthquake and over 300 cases of floods and mudslides, caused fatalities and economic losses. Mining in protected areas and titanomagnetite development, raised environmental concerns, risking the undermining biodiversity and international conservation commitments. Early Warning Systems, exceeding targets in community protection and youth engagement.
Though in 2023-2024, the economy of the country slightly recovered, due to the geo-political situation, the government of the country is placing the priorities on other sectors, which entail low allocation in the state budget expenditures, especially in relation to low-priority and non-priority sectors, which usually include the environmental sector. 
According to the Ministry of Finance of Kyrgyzstan, the national budget expenditures for 2023 were planned at the level of 4.4 billion USD (37.4% of GDP). This includes 9.4 million USD (0.2% of total budget expenditures) for biodiversity conservation, including administrative costs. At the same time, the government intends to spend 4.8 million USD for forest reproduction and protection, and 4.35 million USD for activities within protected areas.
[bookmark: _Toc186230989]National implementation context
The Biodiversity Finance Plan (BFP) of the Kyrgyz Republic is aimed at addressing the following issues identified as a result of the analysis of the status of biodiversity financing in the country:
1) Poor management of ecosystems and ecosystem services;
2) Actual lack of alternative sources of financing for biodiversity conservation, 
3) Existing public policy measures that are harmful to biodiversity;
4) Lack of a system for optimal use of financial resources for environmental activities to be implemented by public authorities and local self-governments.
Thus, they aim to reduce the financial gap and to introduce new instruments to mobilize additional resources for the conservation of nature through achieving the following objectives: 
-	Objective 1: Establish a framework for effective ecosystem management
-	Objective 2: Introduce alternative sources of financing for biodiversity conservation
-	Objective 3: Reform of government subsidies: transforming harmful and introducing biodiversity-friendly subsidies
-	Objective 4: Enabling the optimal financing of environmental protection activities of state bodies
It is impossible to achieve these objectives by one organization alone. Therefore, the programme's approach is guided by the principles of broad participation and partnership (across the public and private sectors as well as civil society), and the capacity development of the key partners to ensure the country ownership and sustainability of results.
[bookmark: _Hlk97904209][bookmark: _Toc186230990]Overview of key results
The sub-sections below outline the country programme’s progress related to its targeted results. Progress towards the targeted results is described according to the key result areas of the BIOFIN Theory of Change (ToC), which is shown below.
Figure 1: The BIOFIN theory of change
[image: ]
[bookmark: _Toc141713914][bookmark: _Hlk97659992][bookmark: _Toc186230991]FS «Establishment of the Biodiversity Conservation Trust Fund»
The Biodiversity Finance Policy and Institutional Review (PIR) and Biodiversity Expenditure Review (BER) highlighted a critical funding gap in biodiversity conservation, with limited contributions from public, donor, and private sectors. The Biodiversity Financial Needs Assessment (FNA) estimated that KGS 1.2 billion was required to implement the National Biodiversity Strategy and Action Plan (NBSAP) for 2019–2023, underscoring the urgent need for innovative financing mechanisms. 
The Biodiversity Conservation Trust Fund (CTF) aims to attract additional financial resources to support priority biodiversity conservation initiatives and ensure the successful implementation of conservation initiatives.
[bookmark: _Toc141713915][bookmark: _Toc186230992]B.1.1.	Activities and results related to output areas 
The key stakeholders for this FS are the Ministry of Finance, the Ministry of Natural Resources, Ecology and Technical Supervision and the Ministry of Emergency Situations.
Leveraging UN MPTF gateway for establishing the CTF in the Kyrgyz Republic
In 2023, a feasibility study was launched to evaluate the legal, tax, and institutional frameworks for establishing the CTF. The study analyzed various models, including the potential for establishing the Fund within Kyrgyzstan or abroad. While viable options were identified, legal barriers indicated that any chosen model would require significant time for implementation.

Given the urgency and strong political will, UNDP proposed leveraging the UN Multi-Partner Trust Fund (MPTF) mechanism as an interim solution to expedite the Fund's establishment.
High-Level Advocacy and Stakeholder Engagement:
In March 2024, a high-level round table introduced the CTF concept, with participation from Ms. Ivana Živković, UN Assistant Secretary-General and UNDP Regional Director for Europe and Central Asia. The event convened key stakeholders—including government agencies, diplomatic missions, UN bodies, financial institutions, and environmental organizations—to discuss the MPTF mechanism's role in providing transparent and accountable fund management for the CTF.
Foundational Document Development:
Consultation meetings with the MPTF Office facilitated progress on the foundational documents for the CTF, including the Terms of Reference (outlining objectives, governance, and programmatic framework) and the Operations Manual. These documents are nearing finalization, setting the stage for the Fund’s operationalization.
Global Advocacy at COP Events:
UNDP utilized global platforms to advocate for the CTF:
· At COP29 in Baku, Azerbaijan (November 2024), a side event co-hosted by UNDP and the Kyrgyz Ministry of Foreign Affairs showcased the CTF as a transformative initiative for biodiversity conservation in Kyrgyzstan.
· At COP-16 in Cali, Colombia, the Special Representative of the Kyrgyz Republic on mountain issues emphasized the CTF's significance during bilateral negotiations with international organizations.
Next Steps: Resource Mobilization and Launch:
The successful operationalization of the CTF depends on securing capitalization. UNDP has been keeping active engagement with diverse stakeholders to broaden the potential for resource mobilization. Although stakeholders expressed interest, formal commitments have yet to be secured. In January 2025, a high-level meeting with the donor community will be organized to present the CTF, build partnerships, and explore resource mobilization opportunities.
.1. [bookmark: _Toc109402044][bookmark: _Toc141713916][bookmark: _Toc186230993]FS 2 « Reforming harmful agricultural subsidies to remove barriers to green/organic agriculture», FS 9 “Introduction of monitoring and evaluation practices for subsidy effectiveness in Kyrgyzstan with a focus on potentially harmful to biodiversity subsidies”
Agriculture in Kyrgyzstan impacts negatively on biodiversity through uncontrolled expansion into wildlife territories, overgrazing, inefficient water consumption, water pollution, and use of chemicals. In the Kyrgyz Republic, substantial funds are allocated from the budget and subsidies in Kyrgyzstan's agricultural sector cover many types of government support measures such as the provision of soft loans, free animal vaccines, tax exemptions, official development assistance and others. Reforming or greening harmful subsidies is recognized as a key measure to simultaneously reduce the burden of the state budget, improve the state of the environment and to enhance efficiency in the economy, promoting the adoption of green practices. 
Thus, the objective of this financial solution 2 is to develop measures to efficiently remove or green these subsidies in an orderly manner and with the smallest social cost to the most vulnerable groups. 
The financial solution 9 is a new FS, developed as a result of one of the findings when implementing the FS2. It aims to address the lack of monitoring and evaluation (M&E) practices for subsidies harmful to the environment and biodiversity in Kyrgyzstan. The FS seeks to develop the methodologies of measurement of impact on biodiversity and environment of subsidies and evaluation of their effectiveness. The FS is supported with funding from the Governments of Switzerland and UK.  
A. [bookmark: _Toc157162762][bookmark: _Toc157163577][bookmark: _Toc157266728][bookmark: _Toc157266907][bookmark: _Toc172315218][bookmark: _Toc172315252][bookmark: _Toc172315645][bookmark: _Toc172317708][bookmark: _Toc141713917][bookmark: _Toc186229615][bookmark: _Toc186230945][bookmark: _Toc186230994]
B. [bookmark: _Toc157162763][bookmark: _Toc157163578][bookmark: _Toc157266729][bookmark: _Toc157266908][bookmark: _Toc172315219][bookmark: _Toc172315253][bookmark: _Toc172315646][bookmark: _Toc172317709][bookmark: _Toc186229616][bookmark: _Toc186230946][bookmark: _Toc186230995]
B.1. [bookmark: _Toc157162764][bookmark: _Toc157163579][bookmark: _Toc157266730][bookmark: _Toc157266909][bookmark: _Toc172315220][bookmark: _Toc172315254][bookmark: _Toc172315647][bookmark: _Toc172317710][bookmark: _Toc186229617][bookmark: _Toc186230947][bookmark: _Toc186230996]
B.2. [bookmark: _Toc157162765][bookmark: _Toc157163580][bookmark: _Toc157266731][bookmark: _Toc157266910][bookmark: _Toc172315221][bookmark: _Toc172315255][bookmark: _Toc172315648][bookmark: _Toc172317711][bookmark: _Toc186229618][bookmark: _Toc186230948][bookmark: _Toc186230997]
B.2.1. [bookmark: _Toc186230998]Activities and results related to output areas
[bookmark: _Hlk109889865]The key stakeholders for this FS are the Ministry of Finance and the Ministry of Agriculture
The analysis of state subsidies conducted as part of the FS 2 implementation has identified approximately 30 subsidies that are harmful to biodiversity and the environment. Furthermore, during FS 2 implementation in the previous reporting periods, BIOFIN determined that there is neither a prior nor post-introduction assessment of the impact of subsidies on biodiversity and the environment in Kyrgyzstan. Additionally, there is no established practice for evaluating the effectiveness of implemented subsidies.

To address these issues, a comprehensive scope of work focusing on harmful subsidies, consisting of three components, will be launched in 2025 under FS 2 and FS 9:
5. Developing and Piloting the Assessment Methodology
· A robust methodology will be developed to measure the environmental impact and effectiveness of subsidies.
· The methodology will undergo a pilot phase, applied to three selected subsidies to refine the approach and demonstrate its practical utility.
· BIOFIN will work toward institutionalizing the methodology by advocating for its integration into Kyrgyzstan’s legislative framework.
5. Conducting a Nationwide Survey on Harmful Subsidies among the targeted group. 
Harmful subsidies have pervasive effects on society, influencing consumer behavior, economic dynamics, and environmental sustainability. Understanding public perceptions, awareness levels, and attitudes towards harmful subsidies is crucial for informing policy decisions, fostering public engagement, and promoting sustainable development. The sample size will include at least 30 respondents from each 7 provinces of the country ensuring comprehensive geographic representation.  Therefore, the primary objectives of the research/survey will be:
· Assess public awareness and understanding of harmful subsidies across targeted sectors, particular in the agriculture.
· Identify public perceptions of the impact of harmful subsidies on individuals, communities, and the environment.
· Explore public opinion and priorities regarding the reform or phasing out of harmful subsidies.
· On the base of insights from the survey, provide recommendations for policymakers, civil society organizations, and other stakeholders on strategies to enhance public awareness and engagement on harmful subsidies. 
5. Communication Campaign to Catalyze Subsidy Reform
A communication campaign will be launched to raise awareness about the impacts of harmful subsidies and mobilize collective action toward reform. This campaign will leverage insights from the research/survey on harmful subsidies to tailor messages and strategies for maximum impact.
The campaign objectives will be:
· To increase understanding among the public about the concept, impacts, and implications of harmful subsidies across various sectors.
· To engage policymakers, civil society organizations, businesses, and academia in discussions about the need for subsidy reform and alternative policy approaches.
· To advocate for evidence-based policy reforms aimed at phasing out or redesigning harmful subsidies to promote economic efficiency, social equity, and environmental conservation.

Building on Political Support for Subsidy Reform
Previous work in the area of repurposing the harmful subsidies has shown the importance of government support in promoting the agenda of harmful subsidies. Political support is essential in reforming harmful subsidies as it provides the necessary legitimacy, authority, and resources for effective implementation. Strong backing from the government helps to overcome resistance from vested interests, align various stakeholders, and ensure policy continuity despite potential changes in government.  In this regard, we’re currently exploring the cooperation with the government agency, the National institute of the strategic initiatives of the President of the Kyrgyz Republic to carry out the implementation of the above-described component 1 and 2 as a Responsible Party.
BIOFIN Kyrgyzstan has contributed to the development of the Green Economy Development Program (2024–2028), focusing on the section titled "Natural Ecosystems and Biodiversity." This strategic framework is designed to transition Kyrgyzstan's economy toward sustainability and environmental responsibility. Under the task “Introduction of economic mechanisms to stimulate the conservation of ecosystems and biodiversity,” two specific measures related to greening and repurposing environmentally harmful subsidies have been integrated into the Program.
.2. [bookmark: _Toc141713918][bookmark: _Toc186230999]FS 3 « Improving the procedures of budget formulation and execution of protected areas and forestry enterprises», FS 4 “Scaling up the adoption of performance programme-based budgeting in Protected Areas” and FS 5 “Scaling up of the Financial Solutions No. 3 and 4”
[bookmark: _Hlk109035822]The first phase of BIOFIN in the Kyrgyz Republic identified several challenges in public budget financing for environmental protection institutions, including:
· Weak alignment between budgets and strategic plans.
· Limited use of functional budget classifications.
· Disruptive delays in financing activities, particularly those critical for seasonal operations.
These inefficiencies hinder the ability of Protected Areas (PAs) and Forestry Enterprises (FEs) to effectively implement biodiversity conservation priorities.
FS 3 focuses on revising budgeting rules to establish clear principles for public financing of PAs and FEs. By improving budget formulation and execution, this financial solution aims to create a robust foundation for sustainable financial management within environmental protection institutions.
The budget allocation in PAs is insufficiently correlated to performance indicators. Most of the budget is allocated to salaries of the employees and often there are no funds to maintain facilities, purchase equipment and cover other implementation costs. Thus, the objective of the FS 4 is to enhance the efficiency, transparency, and accountability of public financial management by aligning resource allocation with strategic objectives and measurable outcomes.
FS 5 integrates and builds on the objectives of FS 3 and FS 4, focusing on creating conditions for results-oriented budgeting and ensuring sufficient funding for PAs and FEs. This approach ensures that budget allocations are tied to performance indicators and strategic biodiversity objectives.
B.3. [bookmark: _Toc157162768][bookmark: _Toc157163583][bookmark: _Toc157266734][bookmark: _Toc157266913][bookmark: _Toc172315224][bookmark: _Toc172315258][bookmark: _Toc172315651][bookmark: _Toc172317714][bookmark: _Toc141713919][bookmark: _Toc186229621][bookmark: _Toc186230951][bookmark: _Toc186231000]
B.3.1. [bookmark: _Toc186231001]Activities and results related to output areas
The key partners in the implementation of the FS are the Ministry of Finance, the Ministry of Natural Resources, Ecology and Technical Supervision, and the Ministry of Emergency Situations.
[bookmark: _Hlk109021889]Approval of Management Plans for All Protected Areas
In the previous reporting period, one of the key areas for BIOFIN’s support to Protected areas was the development of management plans of PAs. BIOFIN supported the introduction of protected area management plans for all 23 PAs. These plans provide a strategic framework for effective biodiversity conservation and resource management. During the reporting period, the developed management plans have been approved by the Ministry of natural resources, ecology and technical supervision.
Strengthening Capacities of PAs and FEs’ staff
A notable challenge encountered during the introduction of program-based budgeting and management plans was the high turnover of personnel in PAs and FEs. Staff trained in program-based budgeting often left their roles, leaving gaps in institutional knowledge. To address this, BIOFIN Kyrgyzstan trained 11 internal trainers for the Forest Service and 11 internal trainers for Protected Areas. These trainers now serve as focal points, providing ongoing support and capacity-building to ensure the continuity of program-based budgeting practices within their respective institutions.
Budget Allocation Trends for Forestry Enterprises and Protected Areas
The table below presents the budget allocations for Forestry Enterprises and Protected Areas for 2022–2023, alongside the requested budget for 2024. The actual allocation for 2024 will be updated upon the financial year’s closure.
	Information on the budget allocated to the Forest service from the State budget

	 
	2022
	2023
	Increase of budget in USD
	Increase of budget in %
	
2024

	Requested budget, USD
	5 652 582
	8 378 914
	 
	 
	
9 262 467

	Allocated budget, USD
	5 466 840
	8 318 677
	2 851 838
	52%
	

	% of allocation 
	97%
	99%
	 
	 
	

	
	Information on the budget allocated to the Department of Biodiversity Conservation and Protected Areas from the State budget

	 
	2022
	2023
	Increase of budget in USD
	Increase of budget in %
	
2024

	Requested budget, USD
	2 136 754
	3 208 709
	 
	 
	
3 454 223

	Allocated budget, USD
	1 876 700
	3 001 456
	1 124 755
	60%
	

	% of allocation 
	88%
	94%
	 
	 
	



.3. [bookmark: _Toc141713920][bookmark: _Toc186231002]FS 6 «Debt-for-Nature Swap in the Kyrgyz Republic»
The debt-for-nature swap would help to increase funding for environmental activities without cutting expenditures in other areas. Considering the country’s fiscal crisis, this is an appropriate way to continue the sustainable development of the country. 
The financial solution aims to provide guidance the Government of Kyrgyzstan in implementing a debt-for-nature swap mechanism. Necessary analytical reports and technical notes will be provided, recommendations on how to implement and negotiate will be developed, a road map will be proposed, and the capacity of relevant staff will be enhanced.
B.4. [bookmark: _Toc157162771][bookmark: _Toc157163586][bookmark: _Toc157266737][bookmark: _Toc157266916][bookmark: _Toc172315227][bookmark: _Toc172315261][bookmark: _Toc172315654][bookmark: _Toc172317717][bookmark: _Toc141713921][bookmark: _Toc186229624][bookmark: _Toc186230954][bookmark: _Toc186231003]
B.4.1. [bookmark: _Hlk172315385][bookmark: _Toc186231004]Activities and results related to output areas 
The key partner in the implementation is the Ministry of Finance
Based on the conclusions of the DfNS feasibility study undertaken in the previous reporting periods, Germany was identified as one of the creditors most likely to engage in DfNS, the Kyrgyz Government has been actively advancing efforts to establish a DfNS agreement with Germany. In May 2024, UNDP organized consultations with the UNDP German Representation Office (GRO), presenting a concept note on the Conservation Trust Fund (CTF) and briefing materials on Germany's DfNS mechanisms. While GRO expressed a willingness to facilitate connections between Kyrgyzstan and key stakeholders at BMZ (Germany's operational body for DfNS) and to support preliminary discussions, Germany has not yet made a formal commitment to pursue a debt swap.
Furthermore, UNDP-BIOFIN developed comprehensive briefing notes and analyses regarding Kyrgyzstan's debt with Germany to guide discussions between UNDP Headquarters and the German government during a planned visit. However, the visit and subsequent negotiations did not take place.
.4. [bookmark: _Hlk157264911][bookmark: _Hlk172216169][bookmark: _Toc186231005]FS 7 “Introduction of an effective system of financial self-sufficiency in protected areas (PAs)
This is a new FS developed and approved in 2023, and to be supported with funding from the Government of Switzerland.  Considering that very unlikely that the financing of biodiversity from the country's state budget will increase in the coming years, reliable and credible mechanisms to mobilize additional financial resources other than the national budget is needed. 
The Financial Solution aims at providing a sufficient background for planning the necessary institutional changes (organizational and regulatory) to implement new mechanisms of income generation: adoption of public and private partnership mechanism to PA needs, inclusion of some PA services to the list of paid public services (this will allow charging fees from PA service consumers), set up profitable and balanced entrance fee pricing scheme (-s), payment for ecosystem services, concessions, earmarking and retention of biodiversity revenues, corporative social responsibility, philanthropy, promotion of conservation themed items, and others from the BIOFIN financial solutions catalogue.  As a result of the implementation of the financial solution, the prerequisites for enhanced sustainability and viability of biodiversity conservation action plans will be created.
B.5. [bookmark: _Toc172315657][bookmark: _Toc172317720][bookmark: _Hlk172315516][bookmark: _Toc186229627][bookmark: _Toc186230957][bookmark: _Toc186231006]
B.5.1. [bookmark: _Toc186231007]Activities and results related to output areas 
The Ministry of Natural Resources, Ecology, and Technical Supervision has been identified as the key partner in implementing this initiative.
During the reporting period, a feasibility study was conducted to analyze international best practices, evaluate the current financial status of selected protected areas (PAs), and identify their income-generating potential. Based on the study's findings and consultation meetings with stakeholders, a cost-benefit analysis was undertaken. As a result, a proposal was developed, presenting six viable options for income generation, which were shared with the Department for Biodiversity Conservation and Protected Areas (DBPCA). The proposed options included:
· Adjusting entrance fees to PAs and offering additional services to tourists.
· Generating income from permitted economic activities.
· Strengthening cooperation with NGOs and development partners.
· Streamlining land lease revenue collection, including necessary legislative amendments.
· Accessing financing from regional development funds.
· Supporting PA-related initiatives, such as selling thematic merchandise, branded products, "adoption certificates," and crowdfunding campaigns.
Following discussions, the DBPCA endorsed three options for further development:
· Adjusting entrance fees and providing additional services to tourists.
· Streamlining land lease revenues, including legislative adjustments.
· Accessing financing from regional development funds.
A detailed action plan was developed to outline the necessary steps for implementing these selected options.
Next Steps: Implementation Support in 2025
BIOFIN Kyrgyzstan will assist in implementing the selected mechanisms through the following activities:
1. Entrance Fee Methodology Development:
· Creating and institutionalizing a methodology for calculating entrance fees.
· Revising entrance fees based on the institutionalized methodology.
2. Eco-Tourism Development:
· Promoting eco-tourism in PAs with the highest tourism potential.
3. Accessing funding from the regional development funds:
· Providing training on business plan development.
· Offering hands-on support for creating business plans and guiding applications for financing from regional development funds.
These efforts aim to strengthen the financial sustainability of protected areas and enhance their contribution to biodiversity conservation.
.5. [bookmark: _Toc186231008]FS 8: Digitalization of rental payments for leasing forest plots
This is a new FS, supported with funding from the Government of Germany. The FS aims to digitalize payments for services provided by the Forest Service and Forest Enterprises (FEs) by transitioning all transactions to non-cash formats. This approach will enhance the accounting and traceability of payments, ensuring the immediate reflection of transactions in an electronic database.
Additionally, the solution will expand payment channels, enabling users in remote areas to make payments through various financial instruments such as terminals, e-wallets, and other digital platforms. It will also streamline and optimize existing business processes, improving efficiency and accessibility across the system.
B.6. [bookmark: _Toc186229630][bookmark: _Toc186230960][bookmark: _Toc186231009]
B.6.1. [bookmark: _Toc186231010]Activities and results related to output areas 
The key partner in implementation is the Forest Service under the Ministry of Emergency Situations.
BIOFIN has supported the Financial Solution (FS) to enhance the Forest Service's automated information system (AIS) "Forest Management" by integrating it with state IT systems. This integration involved developing new modules and functionalities, as well as expanding existing ones, to facilitate the transition of all payments into non-cash formats.
To achieve this goal, the following modules and functions have been developed:
1. Flexible tool for adding new services: Provides the ability to add new types of services to the system without the need to contact a developer, simplifying system administration.
2. Electronic payment acceptance functionality: Includes the ability to accept payments through a payment gateway using payment code generation, ensuring convenience and efficiency for users.
3. Expansion of tenant/service recipient data fields: Adds new fields to account for additional information and enables automatic message/notification sending, enhancing informational transparency and operational interaction with clients.
4. API protocol for integration with the electronic payment system: Develops a module that ensures integration with the government electronic payment system to automate the payment process.
5. Integration module with other AIS (Automated Information Systems): Creates a module for integration with other automated information systems specified by the client, facilitating data exchange and synchronization of information.
6. Reporting module: Develops functionality for generating reports necessary for accounting and analyzing data on the use of forest resources and completed payments.
The updates to the AIS have been completed, and practical training sessions have been provided to relevant staff of the Forest Service and Forest Enterprises to familiarize them with the new modules and functionalities. Full deployment and operation of the upgraded AIS are planned to commence in January 2025, marking a significant step toward modernizing forest resource management and payment processes.
[bookmark: _Toc186231011]Lessons learned and adaptive measures:
BIOFIN has made significant strides in enhancing the efficiency and effectiveness of financial management within forestry enterprises and protected areas (PAs) by introducing a program results-based budgeting tool as described above. 
Nevertheless, to strengthen and enhance the sustainability of the results of the RBB introduced to PAs and FEs during the previous phase, we saw that a follow up support in implementation of RBB in PAs and FEs was necessary. Firstly, it allows for the continuous training and capacity building of staff, because implementing a results-based budgeting system requires a shift in mindset and skills, as staff need to be adept at setting clear, measurable objectives, tracking progress, and adjusting strategies based on performance data. Continuous support and training over the subsequent period ensure that these skills are deeply embedded within the organizations. Secondly, a follow up support will target to monitor and evaluate the impact of the new budgeting tool. Environmental and conservation outcomes often take time to materialize, and short-term assessments may not capture the full extent of progress. A longer follow-up period allows for the collection of robust data, which can then be analyzed to assess the effectiveness of the tool and to make any necessary adjustments. 
Within the reporting period, as the follow up support, the “Train the Trainer” approach-based training has been provided to 22 employees of the Forest Service and Protected areas, who will be further the focal points providing support services on program-based budgeting to the rest of personnel of the forest enterprises. This is aimed at reinforcing the practice of program-based budgeting in forestry enterprises and protected areas
Some of the lessons learnt in implementing the FS “Reforming harmful subsidies” has shown the importance of government support in promoting the agenda of harmful subsidies. In this regard, we’re currently exploring the cooperation with the government agency, the National institute of the strategic initiatives of the President of the Kyrgyz Republic to carry out the implementation of this Financial solution  as  Responsible Party. 
[bookmark: _Toc186231012]Risks
[bookmark: _Toc186231013]Programmatic risks (risks to the programme)
Frequent changes in the Kyrgyz Government, including re-structuring of ministries and departments and dismissal of project's focal points (high likelihood; high impact) lead to delays in implementation of Financial Solutions. The project team will keep the close coordination of the project implementation with various employees of the partners to ensure the institutional memory building. During the reporting period, the changes in the Senior management of both the Department of Biodiversity Conservation and Protected Areas and the Forest service took place. New Director for the Department of the Biodiviersity Conservation and Protected areas have been appointed. As for the Forest Service, it was previously under the structure of the Ministry of Agriculture. At the beginning of 2024, the Forest Service moved to the structure of the Ministry of Emergency Situations. After this transfer, the Director of the Forest service changes 2 times.
The lack of political will to accept and move forward the proposed recommendations / proposals. Due to the geo-political situation, the government of the country is placing the priorities on other sectors, which entail a reduction in the state budget expenditures, especially in relation to low-priority and non-priority sectors, which usually include the environmental sector. With insufficient funds, any attempts to reform public budgeting procedures will be of little success. 
[bookmark: _Toc186231014]Social and environmental risks (of the programme)
The BIOFIN country programme does not generate additional environmental risks. Indeed, the programme works to mitigate existing risks by integrating UNDP’s programming principles for strengthening social and environmental sustainability (SESP), and the programme is directly aligned with Standard 1 of the project-level standards therein, viz., Biodiversity Conservation and Sustainable Natural Resource Management.
The potential social risks is related to lobbying the harmful subsidy reform proposal. The nature of the risk and plan to mitigate it is described in respective sub-section above.
[bookmark: _Toc186231015]List of annexes and related notes
The following annexes are included in this report:
[bookmark: _Toc186231016]Annex 1: Indicator Tracking Table (in Excel)
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