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NEGOTIATED TEXT
05/11/2012
CF/ICR

IFAD LOAN NO.
IFAD GRANT NO.

FINANCING AGREEMENT

Murat River Watershed Rehabilitation Project
(MRWRP)

between the

REPUBLIC OF TURKEY

and the

INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT

Signed in

on

10
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FINANCING AGREEMENT

IFAD Loan Number:

IFAD Grant Number:

Project Title: Murat River Watershed Rehabilitation Project (the “Project”)

The Republic of Turkey (the “Borrower/Recipient”)

and

The International Fund for Agricultural Development (the “Fund” or “IFAD")

(each a “Party” and both of them collectively the “Parties”)

hereby agree as follows:

Section A

1.  The following documents collectively form this Agreement: this document, the
Project Description and Implementation Arrangements (Schedule 1) and the Allocation
Table (Schedule 2).

2. The Fund’s General Conditions for Agricultural Development Financing dated 29
April 2009, as may be amended from time to time (the “General Conditions”) are
annexed to this Agreement, and all provisions thereof shall apply to this Agreement,
except as provided in paragraph B2. For the purposes of this Agreement the terms
defined in the General Conditions shall have the meanings set forth therein.

3. The Fund shall provide a Loan and a Grant to the Borrower/Recipient (collectively
referred to as “the Financing”), which the Borrower/Recipient shall use to implement the
Project in accordance with the terms and conditions of this Agreement.

Section B

1. A. The amount of the IFAD Loan is SDR 17 955 162.
B. The amount of the IFAD Grant is SDR 280 000.

2. The IFAD Loan is granted on ordinary terms with a maturity period of 18 years. As
an exception to section 5.01(d) of the General Conditions, the applicable grace period
shall be five years.

3. The Loan Service Payment Currency for the IFAD loan shall be the US dollar.

4, The first day of the applicable Fiscal Year shall be 1 January.

5. Payments of principal and service charge of the IFAD loan shall be payable on each
1 June and 1 December.

6. The Borrower/Recipient shall provide counterpart financing for the Project in an

amount approximately equivalent to USD 1 601 600 in cash contribution and
approximately USD 6 850 300 to cover taxes.
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Section C

1. The Lead Project Agency shall be the General Directorate of Forestry (OGM) of the
Borrower/Recipient.

2.  The Project Completion Date shall be the seventh anniversary of the date of entry
into force of this Agreement.

Section D
The Financing will be administered and the Project supervised by the Fund.
Section E

1. The following is designated as an additional general condition precedent to
withdrawal: A Central Operations Unit (OU) shall have been established, embedded in the
Lead Project Agency, to coordinate Project implementation, and a Deputy Manager
acceptable to the Fund shall have been recruited nationally on a competitive basis to
head the OU.

2.  This Agreement is subject to ratification by the Borrower/Recipient.

3. The following are the designated representatives and addresses to be used for any
communication related to this Agreement:

For the Borrower/Recipient:

Prime Ministry

The Undersecretariat of Treasury

General Directorate of Foreign Economic Relations
Inonu Bulvari NO 36

06510 Emek — Ankara

Turkey

Facsimile Number: +90 312 204 73 66; and +90 312 204 73 67

Copy (for correspondence regarding payment of principal and interest only) to:
General Directorate of Public Finance

Inonu Bulvari NO 36

06510 Emek - Ankara

Turkey

Facsimile Number: +90 312 204 73 66

For the Fund:

President

International Fund for Agricultural Development
Via Paolo di Dono 44

00142 Rome, Italy

12
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This agreement, dated , has been prepared in the English language in six (6)
original copies, three (3) for the Fund and three (3) for the Borrower/Recipient.

REPUBLIC OF TURKEY

[Authorized Representative]
Title

INTERNATIONAL FUND FOR
AGRICULTURAL DEVELOPMENT

Kanayo F. Nwanze
President

13
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Schedule 1
Project Description and Implementation Arrangements

I. Project Description

1. Target Population. The beneficiaries of the Project shall be poor women and
men smallholders, living in upland villages in selected Micro-Catchments (MCs)
within Elazig, Bingdl and Mus provinces (the “Project Area”).

2. Goal. The overall goal of the Project shall be to reduce poverty among the
upland communities of the Murat river watershed.

3. Objective. The objective of the Project is to support Government’s efforts to
check further degradation of watersheds and to improve the natural resource
base as a means to raise income and livelihood in upland villages. The Project
will specifically focus on village dwellers’ involvement in the decision-making and
implementation processes relating to the rehabilitation of the existing natural
resources while facilitating the creation of a strong sense of ownership among
the upland communities and thereby ensuring sustainability of investments.

4. Components. The Project shall consist of three components: (i) Natural
Resources and Environmental Management (consultations, empowerment and
planning); (ii) Investments in Natural Resources and Environmental Assets (land,
water and vegetation); and (iii) Investments in Improved Livelihoods
empowering upland communities to maintain and benefit from the natural
resources improvements.

4.1 Component 1: Natural Resources and Environmental Management.
This Component shall seek to promote the establishment of environmentally
conscious communities capable of planning and managing the use of natural
resources. The Component will focus on assisting Government institutions’
efforts to make planning and management more people-oriented, and to build
ownership and sustainability into its programmes for investments in the upper
watersheds of Eastern Turkey. The Project will support the generation, and
implementation of viable and replicable micro-catchment plans under which the
village communities’ livelihood strategies are aligned with the sustainable use
and improvement of public/shared natural resources. Contracted micro-
catchment Planning Teams shall assist villagers to make informed decisions
about committing themselves to work with the implementing agency to
rehabilitate their degraded natural resources (in the short-term) and manage
them sustainably (in the medium and long-term). The participatory planning will
result in the preparation of village plans addressing both natural management
and improved livelihood initiatives.

4.2 Component 2: Investments in Natural Resources and Environmental
Assets. Under this Component investments will comprise: (a) soil conservation
investments, including check dams; (b) rehabilitation of degraded forests;
(c) rehabilitation and sustainable management of degraded grazing
land/rangelands; and (d) livestock watering structures as laid out in the micro-
catchment plans. This will result in reduced erosion, improved vegetative cover
and a steady flow of water.
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4.3 Component 3: Investments in Improved Livelihoods. The
investments under this Component shall comprise a possible menu of:
(i) improved grain production; (ii) forage crop production; (iii) improved livestock
stables; (iv) orchard establishment; (v) improved vegetable production;
(vi) small-scale irrigation; (vii) contracted  seedling production; and
(viii) promotion of energy saving technologies. Investments under the
component shall take into consideration the agro-ecological and socio-economic
conditions in each village. The investments in small-scale crop and livestock
production shall be on a cost-sharing basis on private land and shall seek to
reinforce and underpin the adoption of rehabilitation activities.

II. Implementation Arrangements

5. Project Steering Committee. A Project Steering Committee to provide
overall oversight project implementation shall be established within the Ministry
of Forestry and Water Affairs (MFWA), the implementing agency. The Committee
shall be chaired by the Deputy Undersecretary for Forestry and membership shall
comprise the Director General of the General Directorate of Forestry (OGM)

and Director General of the General Directorate of Combating Desertification and
Erosion Control (CEM) and the Department Heads of (i) Afforestation; (ii) Soil
Conservation and Watershed; (iii) Forest-Village Relations Department; (iv)
Strategy Planning; (v) Data Processing; (vi) Nursery and Seed Activities; and
(vii) Watershed Planning and Land Rehabilitation (CEM), or such other
membership as the Fund and the Borrower/Recipient may agree. A Deputy
Project Manager, to be recruited externally, shall act as secretary to the
Committee. The Committee shall provide overall policy guidance and oversight,
approve the Annual Work Plans and Budgets and ensure that overall operations
are within the legal and technical framework agreed between the Government
and IFAD.

6. Central Operations Unit. A Central Operations Unit (OU) shall be
established within the Lead Project Agency in Ankara to support implementation
of the Project. The Unit shall comprise a Project Manager, a Central Focal Point,
five technical staff members and contracted support staff . The Deputy General
Director of the Lead Project Agency shall assume the position as Project Manager
and the head of the Afforestation Department of the Lead Project Agency shall be
the Central Focal Point. The OU staff members seconded by the Lead Project
Agency shall be on part time basis . The Deputy Project Manager shall work
closely with the OU. The OU’s main functions shall be: (i) to provide broad based
management support to the field operations in terms of planning, programming,
budgeting, monitoring and documenting progress; (ii) to elevate experiences and
lessons learned through the Steering Committee to the policy level; and (iii) to
report to the Ministerial level and General Directorate level and IFAD.

7. Field Operation Unit A Field Operation Unit (FOU) shall be established at
the Regional Directorate of Forestry (OBM) level in Elazig, with seconded staff
from OBM and support from the Deputy Project Manager who will be based at
this level. The principal functions of the Unit shall be: (i) to provide management
support to the implementation at the provincial level; (ii) to coordinate planning
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and reporting between OBM and the Lead Project Agency in Ankara; and (iii) to
handle day-to-day management and implementation of the Project. The Unit
shall take the lead in the procurement of all civil works, goods and services, and
technical assistance that relate to the field activities. The staff of the FOU shall
include a senior forest engineer, a procurement officer, a monitoring and
evaluation (M&E) officer, and a finance officer, all staff seconded from OBM on a
part time basis.

8. Provincial Level. At the provincial level seconded forest engineers shall be
appointed in Elazig, Bing6l and Mus. Their tasks shall be to ensure coordination
between their respective units and Deputy Project Manager in Elazig. The
Provincial level staff shall initiate screening of the potential micro-catchments in
the three provinces. The final selection of micro catchments eligible for Project
support shall be done jointly by the provincial units and (OBM) based on physical
as well as socio-economic criteria. A Micro-Catchment Planning Team shall be
contracted to work with the communities in the selected micro-catchments. The
resulting micro-catchment plans shall stipulate the optimal programme of
investments in the rehabilitation of natural resources (soil, vegetation, pastures
and water resources), small-scale agriculture and energy saving. Once agreed,
the micro-catchment plan will be carried out jointly by the provincial staff and
the village communities.

9. The monitoring and evaluation function shall be integrated in the
management system, and be guided by the Project’s logical framework. The
monitoring and evaluation activities will be carried out in coordination with the
General Directorate of Combating Desertification and Erosion and the Lead
Project Agency.

10. Project Implementation Manual. The Lead Project Agency shall prepare a draft
Project Implementation Manual (PIM), which will be forwarded to the Fund for comments
and no objection before being formally adopted.

11. Mid-Term Review. A Mid-term Review (MTR) shall be conducted at the end of
Project Year three, to assess the progress, achievements, constraints and emerging
impact and likely sustainability of the project and make recommendation and necessary
adjustments for the remaining period of disbursement. The MTR shall be carried out
jointly by the Lead Project Agency and IFAD.
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Schedule 2
Allocation Table

1. Allocation of IFAD loan, and IFAD Grant Proceeds. The Table below sets forth
the Categories of Eligible Expenditures to be financed by the IFAD Loan and the
IFAD Grant and the allocation of the amounts of the IFAD Loan and the IFAD
Grant to each Category and the percentages of expenditures for items to be
financed in each Category:

Category IFAD loan Amount IFAD Grant Percentage
Allocated Amount Allocated
(expressed (expressed
in SDR) in SDR)
1. Civil Works 10 194 162 100% Net of Taxes,
Beneficiary and
Government
Contribution
2. Vehicles, Equipment 4 261 000 100% Net of Taxes,
and Goods and Beneficiary
Contribution
3. Technical Assistance, 2991 000 280 000 100% Net of Taxes,
Training, Studies and and Government
Workshops Contribution
4. Recurrent Costs
(a) Salaries 257 000 100% Net of

252 000 Government

(b) Other Operating Contribution

Expenditures
100% Net of Taxes,

and Government
Contribution
TOTAL 17 955 162 280 000
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Logical framework

Results Hierarchy

Verifiable Indicators

Means of Verification

Assumptions

Goal

Reduced poverty among the upland
communities of the Murat river watershed.

Number of village HHs living below the poverty line reduced
(10%).

Official statistics, Baseline (MCP)
and impact assessment studies.

Government maintains and pursues pro-
poor policies.

No extreme economic, seismic, or climatic
shocks.

Development Objective

Improved livelihood and natural resources
management in the upper catchment areas in
the Murat watershed.

> 30% increase in vegetative cover in treated micro-
catchments, three years after project completion (include tree
survival rate).

> 80% of participating families have
(nutrition, income, reduced workload).

> 10% reduction in government expenditures on rehabilitation
of public works damaged due to floods and landslides.

improved livelihood

GIS -based data
including photos.
Vegetation plot/afforestation
data

Social survey.

Improved livelihood measured by
nutritional diet, income and
women workload.

Provincial records.

collection

Existing forestry and natural
policies are improved & enforced.

resource

Infrequent staff turnover.

Components/Outcomes

1. Natural resources and environmental management

1.1 Environmental awareness enhanced
in MC communities.

. 50% of villagers in targeted micro catchment areas have
agreed to MC management plans.

" OGM records.

® Baseline survey.

Awareness raising effective.

1.2 Modalities  for  participatory & | = Consensus in planning and management decision-making is Existing village and OIM structures for
sustainable natural resource reached through participatory processes with equal gender | » 1moact assessment. decision ~ making  allows  for the
management operational. representation and inclusion of vulnerable groups. i establishing effective modalities for NRM

" Meeting attendance and | co-management.
minutes.

2 Investments in natural resources and environmental assets

2.1 Rehabilitation of soil and vegetation.

2.1.1. | Soil erosion reduced. 10% reduction in sediment load from selected micro catchments. * Sediment traps. Physical conditions (soil, rainfall) and

* Erosion field plots management  practices (fire  wood

2.1.2. Vegetative/forest cover increased. 20% reduction in erosion from treated areas. = \Vegetation field plots gg::eac:dor\l,eg\e/te:tti%%krgizrl;ﬂigt;t?gsquate for

- - - - - - ® OGM records.

2.1.3. Improvements in grazing/rangeland. | 30% increase in vegetation cover in rangelands.

2.2, Improved livestock productivity due | 75% of livestock in rangeland benefit from water points (possible | a OGM/PPT records Improved water access translates into
to improved access to clean water. proxy: livestock mortality). = Social surveys better livestock management.

3 Investments in improved livelihood

3.1 Diversified and more efficient use of energy.

3.1.1. Fuel wood consumption reduced. 30% reduction in annual HH fuel wood use. . OGM/PPT records.

3.1.2. Energy saving technologies adopted. 25% increase in number of HH using renewable technologies.

3.2 Improved agricultural productivity.

3.2.1. Improved stables and livestock 20% productivity increase per livestock head = HH and focus group Villagers demonstrate an interest and are
management. interviews. willing to invest in new management

3.2.2. Output from horticulture, orchards, 10% increase in rain fed crop production and yields/ha. = PPT records. gra}gtl;est t ilabilit
forage and field crops increased. 30% increase in overall value for irrigated crop. * HH and focus group PcL)Jsinctl)F; \g)a e[:rz\\//iac;ea Islu»flf.icient no. of

3.2.3 Increased access to irrigation for 20 % increase of number of households with access to irrigation. interviews. villagers without irrigation access. to

horticulture/agriculture, forage and
orchards).

irrigation.
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Logical framework (cont'd)

Outputs

1

Natural Resources and
Environmental Management

. NRM awareness raised in MC
communities.

- 25 MC plans produced with
operational modalities for
participation.

- Staff trained in NR and
environmental management
including: Multifunctional
participatory planning;
participatory monitoring & data
management; poverty and
gender sensitization

- Studies and workshops in: NR
economics; carbon sequestration;
energy efficiency and alternative
energy sources

Percentage of villagers in MC area taking part in preparing MC
plans.

Selected elements in the MC plans are NRM oriented.
Numbers of plans produced (pro-poor/gender sensitive/
participatory).

Number of TA contracts, workshops and training.

OGM, OBM, OIM staff and PPT attendance and results.

- Supervision reports.
- OGM records.

- Audits.

- OGM records.

- Post training test/evaluation
charts.

Procurement systems in place and
functioning.

Sufficient Government counterpart
funds available in a timely manner.
No community segment excluded
from participating.

Beneficiaries accept terms of cost
sharing.

2 Investments in Natural Resources
e Soil conservation works (9 000 e Soil conservation investments effective. ¢ Erosion/sediment e OGM pursue best practices for NRM
ha). e Forests rehabilitated (% increase vegetation cover), measurement. and erosion control
e Forest and rangeland rehabilitation afforestation (number of trees/survival rate). * MFWR records/photo (time and
and afforestation (22 160 ha). e Rangelands rehabilitated (ha. and % increase in vegetation GPS marked). e OGM and village collaboration in
e Two public nurseries completed in cover): * Audits. operation and data handling
Elazi§ and Mus. o No. of livestock drinking facilities operational; and
e Erosion measurement field trials o No. of shelters for communal use operational. * Data collected - for e OGM and village collaboration in
installed (25). e Public nursery that includes cold storage for seedlings e_rosmn/water run-off/sediment operation and data handling
e Sediment measurement stations developed (production increase). yield.
installed (25). e Erosion field plots and gully erosion (stick measurement)
operational and participatory.
e Sediment measurement stations operational.
3 Investments in Improved

Livelihood

e Demonstrations and farmer
training events (308).

e Farmer exposure visits (292).

Improved wheat and barley

production (1 381 ha).

e Improved forage crops (1 230 ha).

e Improved horticultural production
(247 ha) including 180 ha of new
orchards.

e Water storage ponds built and

connecting earth canals

rehabilitated (250).

Drip irrigation installed (127 ha).

e New contracted seedlings
producers operational and selling
(4).

e New solar panels installed and in
use (1 250 hh's).

e Insulation (625hh’s).

e Energy saving stoves installed
(1 250 hh's).

e Improved stables (100).

e Demonstration and farmer training program conducted
(number of participants).
e Farmer exposure visits carried out (number of participants).
e Sustained increase in grain yields (%).
Sustained increase in forage crop production (%).
e Sustained increase in horticultural production (%).
Small scale irrigation developed:
o Water storage ponds functioning (increase in water
collection); and
o Increase in water supply from rehabilitated earth canals
(%).
Increase in crop yield and value from irrigated land (%).
Contracted seedling production introduced as a profitable
business model.
e Energy saving technologies (solar, insulation and stoves) have
led to reduced fuel consumption.
Increases revenues from increased yield o meat and milk and
savings from less disease.

Supervision reports.

OGM records.

PPT records.

Audits.

Number of trees in orchards and
survival rate (OGM records).

PPT records.

Number of seedlings produced/
revenues.

(Sale Record.)

Fuel consumption (PPT record/
survey).

PPT records.

Village communities interested in
participating in training/exposure.
Sufficient land available and farmers

interested in applying new
technologies.
(Improved crop production, crop

rotations and soil conservation
measures.)
Interest to engage in seedling

production.

Possible to produce seedlings at
competitive prices sufficient demand
for seedlings.

Improved efficiency translates into
less use of fuel.

Existing stables have negative impact
on livestock production and health.
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