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Negotiated financing agreement: "Sustainable
Agriculture Investments and Livelihoods (SAIL)"

(Negotiations concluded on 29 October 2014, Rome)

Loan Number:

Grant Number:

ASAP Grant Number:

Project Title: Sustainable Agriculture Investments and Livelihoods (SAIL) (the “Project”)
The Arab Republic of Egypt (the “Borrower”)

and

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

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

WHEREAS:

A. The Borrower has requested financing from the Fund for purposes of partially
financing the Project described in Schedule 1 to this Financing Agreement;

B. The Fund is expecting to receive a Grant from the Global Environment Facility
(GEF) which the Fund will make available to the Borrower, in the form of a Grant and in
the amount of seven million eight hundred and twelve thousand United States dollars
(USD 7 812 000) in accordance with the terms of an Agreement to be entered between
the Fund and the Borrower;

C. The Fund will provide five million United States dollars (USD 5 000 000) from the
proceeds of the Trust Fund for the Fund’s Adaptation for Smallholder Agriculture
Programme (ASAP) approved by the IFAD Executive Board at its 105th Session, with the
purpose of financing, in the form of a grant ("ASAP Grant"), some components of the
Project to enable smallholders to access the information tools and technologies that can
help build their resilience to climate change.

NOW THEREFORE 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 and approved by IFAD’s Executive Board at its ninety-sixth session, as
may be amended from time to time (the “General Conditions”) constitutes, and all
provisions thereof, an integral part of this Agreement. For the purposes of this
Agreement the terms defined in the General Conditions shall have the meanings set forth
therein.
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3. The Fund shall provide a Loan, a Grant, and an ASAP Grant to the Borrower (the
“Financing”), which the Borrower shall use to implement the Project in accordance with
the terms and conditions of this Agreement.

Section B

1.  The Financing is composed of:

A. A Loan of fifty million, two hundred and fifty thousand Euros
(EUR 50 250 000).

B. A Grant of nine hundred and fifty thousand Special Drawing Rights
(SDR 950 000).

C. A Grant from the ASAP of three million three hundred and eighty thousand
Special Drawing Rights (SDR 3 380 000).

2. The Loan is granted on ordinary terms and shall have a rate of interest per annum
equivalent to one hundred per cent of the variable reference interest rate, as determined
annually by the IFAD Executive Board, and shall have a maturity period of eighteen (18)
years including a grace period of three (3) years.

3. The Loan Service Payment Currency shall be EUR or any other mutually agreed
currency (e.g. USD).

4. The first day of the applicable Fiscal Year shall be 1% July.

5. Payments of principal and interest of the IFAD loan shall be payable on each 15
March and 15" September.

6. The Borrower has designated its Ministry of Finance for the purpose of handling, on
behalf of the Borrower, debt service payments with respect to the Loan and in
accordance with this Agreement.

7. There shall be three accounts designated to receive Project funds in advance
("Designated Accounts") opened in a bank proposed by the Borrower and acceptable to
the Fund.

8. The Borrower shall provide counterpart financing for the Project in accordance with
the Annual Work Plan and Budget in cash and in kind.

Section C

1. The Lead Project Agency shall be the Ministry of Agriculture and Land Reclamation
(MALR).

2.  The following are designated as additional Project Parties
(a) Social Fund for Development (SFD); and
(b) Agricultural Research and Development Fund (ARDF).

3. The Project Completion Date shall be the eighth anniversary of the date of entry
into force of this Agreement.
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Section D
The Loan and Grant will be administered and the Project supervised by the Fund.
Section E

1. (a) The following are designated as additional general conditions precedent to
withdrawal:

() the Project and Project Management Unit (PMU) staff shall have been
recruited in accordance with Schedule 1 hereto, and a suitable financial
management system shall have been established;

(i) a draft PIM including a financial management section shall have been
provided no objection by the Fund; and

(iii) the Designated Accounts shall have been opened in the name of the
Borrower.

(b) The following is designated as an additional specific condition precedent to
withdrawal from the Credit and Guarantee Fund cost category as provided in Schedule 2
hereto: The Subsidiary Loan Agreement between the Borrower and the SFD and ARDF
respectively shall have been entered into in terms and conditions acceptable to the Fund.

2. This Agreement is subject to ratification by the Borrower.
3. (a) The following are the designated representatives of the Parties:

For the Borrower:  The Minister of International Cooperation or any other person that
the Minister may designate.

For the Fund: The President of IFAD.

(b) The following are the addresses to be used for any communication related to
this Agreement:

For the Borrower:  Ministry of International Cooperation (MIC)
8 Adly Street
Cairo, Egypt

With copy to: Ministry of Agriculture and Land Reclamation
1 Nadi El-Said Street,
Dokki, Giza

Egypt

Social Fund for Development
120 Mohie EI-Din Abdou El Ezz St. Mohandessin,
Giza, Egypt

Agricultural Research and Development Fund (ARDF)

9 Gamaa Street
Giza, Egypt
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For the Fund: International Fund for Agricultural Development
Via Paolo di Dono 44
00142 Rome, Italy

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.

ARAB REPUBLIC OF EGYPT

(Authorized Representative)

Date:

INTERNATIONAL FUND FOR
AGRICULTURAL DEVELOPMENT

Kanayo F. Nwanze
President

Date:
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Schedule 1

Project Description and Implementation Arrangements

I. Project Description

1. Target Population. The Project will target around 40,000 rural households or 280,000
people in the sites which the Government has allocated for settlement and rehabilitation
over the last 15 to 20 years, which are located in Upper, Middle and Lower Egypt ("Project
Area"). The target group for the Project will be small farmers, graduate farmers, women
and youth who have moved to the new lands.

2. Goal. The goal of the Project will be to contribute to the reduction of poverty and
increase food and nutrition security for poor rural women and men in Arab Republic of

Egypt.

3. Objectives. The objective of the Project will be enabling smallholder farmers to
enhance their incomes, increase profitability and diversify their livelihoods.

4, Components. The Project shall consist of the following Components: (a) Community
and Livelihood Development Component; (b) Agriculture competitiveness enhancement;
(c) Rural Finance Services Component; and (d) Project coordination and management.

(a) Community and Livelihood Development Component: This component will
have three subcomponents:

(i)  Strengthening of Community Development Associations (CDA): The CDAs are
designed to provide an institutional entry point for the inclusion of women
and youth in Project activities. They are designed in a manner which
encourages the participation of women and, where required, separate CDAs
will be established for women. In addition, the CDAs will also be used as the
mechanism for delivery of financial services to its members through linking
with the Social Fund for Development.

(i) Social and physical infrastructure: This sub component will finance schools,
basic health clinics, community and youth centres, drinking water supply,
solid waste management systems, alternate energy solutions, etc. It will be a
pre-requisite in all civil work contracts to engage un-skilled, and if available,
skilled labour from within the communities for employment generation.
Settlements which rank as the poorest and have the least access to services
will be given priority in the allocation of resources.

(iii) Vocational training and Enterprise Development: This sub component will
finance the cost of providing community members, especially women and the
youth, opportunities for productive employment and enterprise development.
The Project will provide grants to groups and individuals for starting small
businesses that promote diversification and help in enhancing their adaptive
capacities.

(b) Agriculture Development and Diversification Component: This component
will have four sub components:

(i) Strengthening of Farmer Cooperatives & Associations: Under this

sub-component, the Project will strengthen the existing farmer cooperatives
and help with the formation of water user groups within the cooperatives.
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()

(ii)

(iii)

(iv)

Water and Renewable Energy Infrastructure: This sub-component will focus
on the agriculture lands reclaimed in the past 15 to 20 years in the Project
Area. The Project will assist in the rehabilitation and improvement of tertiary
level irrigation channels, rehabilitate pumping stations, improve the efficiency
of water conveyance systems and initiate the rehabilitation and cleaning of
drainage channels with the help of Water User Groups (WUGs). The sub
component will also provide investments in new innovative technologies such
as solar water pumps, bio-gas units, etc. The Project will provide technical
assistance in the selection and installation of appropriate solar pumping
systems which will vary with the geographical location and specific site.

Agricultural Production Services: This sub component will provide extension
services and training to farmers through various extension methodologies.
While the Project will hire specialist staff for this purpose, it will build a cadre
of extension workers within the community to provide on-going extension
advise, animal health services and Artificial Insemination services for crop
and livestock improvement. The Project will support investments that ensure
the resilience of the smallholders to challenges such as water scarcity,
salinity, increasing temperature, decreased rainfall and other climate change
impacts that are predicted to affect the agriculture sector. Access to finance
and small grants will be provided to farmers for installation of efficient
irrigation facilities, innovative agriculture techniques, post-harvest and value-
addition facilities and renewable energy solutions, etc. The Project will use
the ASAP Grant for installation of weather stations and the development of a
Dynamic Agriculture Information and Response System (DAIRS). This will
help improve long-term forecasting to enhance the capacity to cope with
climate change related hazards.

Marketing Services: In order to ensure a minimum volume of produce to
attract the private sector, several agriculture cooperatives (ACs) will be
grouped into one Marketing Association. These associations will be facilitated
in accessing markets and contract farming arrangements with traders,
processors and exporters. The Marketing Associations and their agriculture
cooperative members will be provided with training and awareness to prevent
post-harvest losses, attract commercial buyers, orient farmers to produce
organic produce and high quality products that guarantee high market prices
and meet the quality and standards required by different markets.

Rural Finance Services Component: This component will provide access to
financial services to the target households, rural enterprises and rural institutions
with special emphasis on enhancing the access of rural households, women and
youth to a range of financial services and institutional options. This component will
have three sub-components, and be implemented by the SFD and the ARDF:

(i)

Credit funds for leveraging financial services: This sub-component will provide
funds to participating financial institutions for on-lending to the target groups
in the Project Area. The Project will stimulate the development and delivery of
a range of innovative financial services through inviting competitive proposals
from the participating banks for greater financial inclusion of the target
households and institutions in the newly settled lands. The mechanisms for
delivery will include the following; (a) The Social Fund for Development will
be used for loans to rural enterprises, women and youth through the
Community Development Associations in the project area and will develop
products especially suited for crop and livestock farmers; (b) The Agriculture
Research and Development Fund will be used to provide funds to the General
Cooperative Society for Reclaimed Lands (GCS) for providing direct access to
member ACs in the target area, as well as participating banks which will be
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selected through a competitive process for services to smallholder farmers
and the private sector players along the value chain.

(i) Grass-roots credit guarantee mechanism: The Project will provide a credit
guarantee facility to the CDAs, Agricultural Cooperatives and loans through
the Agricultural Research for Development Fund (ARDF).

(iii) Institutional support for provision of innovative financial services: The Project
will provide direct facilitation and support services to the CDAs and ACs for
managing their credit portfolios. The Project will provide assistance and
training in contacting the target group, providing business services, screening
loan applications, delinquency management and monitoring and evaluation.
Under this sub-component, the Project staff will be responsible for ensuring
that business development services and access to finance are coordinated
properly and integrated as a key element of the Project approach. This sub-
component will also support the recruitment and training of local loan officers
from the CDAs and ACs for a specified period until the volume of credit allows
them to be supported from salaries paid directly by the CDAs and ACs.

(d) Project Management: The component provides for coordination and management
of Project activities at governorate and national levels, and establishes, operates
and maintains a strong monitoring and evaluation system to measure progress and
impacts of the Project. The Project will provide support for the establishment of a
PMU to implement the Project activities at the national level which will be based in
the International Centre for Development and Training (ICDT) in Lower Egypt. The
housing of the PMU in the ICDT will help to capitalise on the use of the experienced
staff, resources and facilities established under the IFAD- supported West Noubaria
Rural Development Project (WNRDP) and be in very close proximity to the National
Office of the Graduates on new lands which is also based in Noubaria. The PMU will
have regional units based in Lower, Upper and Middle Egypt to support the Project
which will be called Regional Project Management Units (RPMU). The RPMU in
Lower Egypt will be located in the PMU due to its geographic proximity.

II. Implementation Arrangements

5. Lead Project Agency (LPA). The Ministry of Agriculture and Land Reclamation
(MALR) shall be the Lead Project Agency and shall have overall responsibility for Project
implementation.

6. Project Steering Committee (PSC). The PSC shall be chaired by the Minister of the
MALR or his/her representative, and will have the primarily responsibility of: (a) ensuring
that Project activities are in compliance with the Borrower’s policies; (b) approving
consolidated Project Annual Work Plan and Budgets (AWPBs); (c) ensuring that Project
interventions are coordinated where appropriate with other development programmes
and projects; and (d) generally overseeing the systematic implementation of the Project.
The PSC shall provide support for the establishment of a national Project Management
Unit (PMU) and three (RPMU).

7. Project Management Unit (PMU). The PMU shall be headed by a National Project
Coordinator (NPC) appointed by the LPA. It shall report to the Minister of the MALR and
to the PSC, and its staff shall include at least: a Project Manager, a Financial Officer, a
Procurement Officer, a Monitoring and Evaluation (M&E) Officer, and Accountant and
other ancillary staff. The PMU shall have the overall responsibility for: (a) coordination
and liaison with implementing partners; (b) overall Project programming; (c) financial
management; (d) contracting implementing partners to execute Project activities;
(e) monitoring and evaluation; (f) progress reporting; and (g) liaison with the Borrower,
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participating financial institutions, private sector and with the Fund. The PMU shall enter
into a Framework for Collaboration Agreement with the Project Parties, which shall be
submitted to the Fund prior to its finalization for its no objection.

8. All Project staff will be recruited through open competition. However, Government
will capitalise upon the experience of WNRDP by seconding qualified key staff from the
WNRDP to the Project provided they qualify on merit. The Project will recruit additional
staff on a competitive remuneration package including incentive system emulating the
successful management experience of previous projects, where required.

9. Mid-Term Review. The LPA, MIC and the Fund shall jointly carry out a review of
Project implementation no later than the end of the Project’'s fourth year. The review
shall cover, among other things: (i) physical and financial progress as measured against
AWPBs; (ii) performance and financial management of contracted implementing
partners; (iii) an assessment of the efficacy of the institutional development and capacity
building activities; (iv) progress in infrastructure investments; (v) establishing and
delivering of extension services; (vi) delivering of financial services; and (vii) access to
markets.

10. Project Implementation Manual (PIM). The PMU shall prepare a draft Project
Implementation Manual acceptable to the Fund and submit it for approval to the LPA.
When so approved, a copy of the PIM shall be provided by the LPA to the Fund. The PIM
may be amended or otherwise modified from time to time only with the prior consent of
the Fund.
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Schedule 2
Allocation Table
1. Allocation of Loan and Grant Proceeds. (a) The Table below sets forth the

Categories of Eligible Expenditures to be financed by the Loan, the Grant and the ASAP
Grant and the allocation of the amounts of the Loan and the Grant to each Category and

the percentages of expenditures for items to be financed in each Category:

Category Loan Amount Grant ASAP Grant Percentage of Eligible
Allocated Amount Amount Expenditures to be financed
(expressed Allocated Allocated
in EUR) (expressed (expressed
in SDR) in SDR)

I. Works 12 340 000 - - 100% net of taxes,
contributions of government
and beneficiaries

II. Equipment & 10 250 000 - 400 000 100% net of taxes and

Materials contributions of government

ITI. Credit, Guarantee 18 0260 000 - - 100%

Funds

IV. Consultancies 1 590 000 60 000 108 000 100%

V. Training 370 000 475 000 1725000 100% net of taxes and
contributions of government

VI. Salaries & 1 540 000 315 000 230 000 100% net of taxes and

Allowances contributions of government

VII. Operating costs 940 000 580 000 100% net of taxes,
contributions of government
and beneficiaries

VIII. Unallocated 4 960 000 100 000 337 000

TOTAL 50 250 000 950 000 3 380 000

(b) The terms used in the Table above are defined as follows:

() "Equipment & Materials" - includes vehicles; and

(i) "Credit, Guarantee Funds" - includes the investment management fee.

2. Start-up Costs. Withdrawals from the Loan account in respect of expenditures for

start-up costs included

in categories

"Equipment & Materials"

and "Salaries &

Allowances" incurred before the satisfaction of the general conditions precedent to
withdrawal shall not exceed an aggregate amount of EUR 80 000.
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Logical framework

Narrative Summary

Key Performance Indicators

Means of Verification

Assumptions /Risks

Goal:

Contribute to the reduction of poverty and increase food
and nutrition security for poor rural women and men in
Egypt.

(40,000 households or 280,000 people will be targeted)

Project Development Objective:

Smallholder farmers enabled to increase their incomes,
improve profitability and diversify their livelihoods.

Outcome 1: Strengthened smallholder institutions.

Outputs:

30 Community Development Associations and 20 Youth
CDAs established and trained

99 Social infrastructure facilities rehabilitated/constructed
(drinking water, clinics, schools, nurseries, youth centers,
solid waste management and solar lighting).

42 Agricultural Cooperatives and 5 Marketing Associations

formed and trained.

Outcome 2:

Improved agriculture production and marketing reported
by at least 24,000 smallholder farmers.

Outputs:
17 pumps on lifting stations rehabilitated reaching 11,067

At least 60% of households experience reduction in child
malnutrition.

(Baseline: 27% - 2010 est. in rural areas);

At least 40% of targeted households experience an
improvement in their household assets;

Increased incomes by at least 40% for at least 24,000
target households.

At least 50% of the 30 CDAs established are
operational;

At least 60% of the 42 targeted Agricultural Cooperatives
and the 5 Marketing Associations are functional.

Number of CDAs and youth CDAs established and
trained with women in leadership positions.

Number and type of social infrastructure facilities
established and functioning.

Number of Agricultural Cooperatives established and
trained with membership disaggregated by gender.

Number of Marketing Associations established and
trained with membership disaggregated by gender and
women in leadership positions.

Number of functioning infrastructure

Number of farmers with secure access to water
resources

Number of farmers reporting production/yield increase
(at least 40%).

No of farmers adopting recommended technologies that
reduce or sequester greenhouse gas (GHG) emissions.

No of households covered by new or improved climate
information services.

Number of farmers adopting climate resilient good
agriculture practices.

Number of farmers adopting alternate energy solutions.

Number of farmers engaged in contractual farming, with
wholesalers, exporters and processors;

Number of people trained in infrastructure management.
Land under irrigation schemes constructed or

Bureau of Statistics

UNDP/World Bank poverty
assessments

UNICEF/WFP food security

surveys

Baseline & Impact surveys
Case Studies.

Case Studies

Village Profiles.
Interviews/focus groups.
SAIL MIS System.
Interviews/focus groups
Case Studies.

SAIL MIS System.

Baseline & Impact survey
Interviews/focus groups.
Village Profiles.

Studies and surveys
SAIL MIS System.

Interviews/focus groups
SAIL MIS System.

Stable political and security situation.
Macro-economic conditions improve

Conducive government policies
Stability in agriculture prices.

Conducive government policies
Political stability.

No major conflicts in the village to
prevent the communities from
collaborating with each other.

Ministry of Irrigation releases the
requisite quantity of water Farmers
willingness to switch to new
technologies.

No extreme weather events.

Salinization risk well managed
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Narrative Summary

Key Performance Indicators

Means of Verification

Assumptions /Risks

households and benefiting 29,026 feddans (12,190 ha)

50,000 meters of mesqas constructed and drainage
systems improved covering 4,800 households and 6,185
feddans (2,598 ha)

Mesgas improved and constructed benefiting 2,324
households and 6,000 feddans (2,520 ha)

Drainage improved for 10,134 feddans (4,256 ha)
benefitting 3,839 households

350 Solar water pumps and efficient irrigation systems
established benefiting 7000 feddans (2,940 ha) targeting
1400 households;

180 old pumps replaced with new pumps and efficient
irrigation systems benefiting 728 households, 3,640
feddans (1,529 ha)

30 flex-biogas, 10 composting and 2 solar dryers units for
demonstration purposes;

7,400 people trained in the use of new technologies.

40 lead farmers trained and 4800 men and women trained
in Farms Field Schools.

5 weather stations and early warning system installed for
monitoring heat waves, wind and pest;

Outcome 3:

Improved employment and enterprise development.

Outputs:
2000 people provided vocational, income generation and
enterprise training.

A total of 12000 smallholders provided agricultural loans ,
of which 5000 women provided loans for livestock. 2000

smallholders provided loans for efficient irrigation systems.

2500 microenterprises (MEs) given access to finance.

rehabilitated
Length of canals constructed and rehabilitated.

People trained in climate resilient crop production
practices and new technologies.

People trained in livestock production practices and
technologies.

People trained in post-production, processing and
marketing.

Market facilities constructed and/or rehabilitated

1,200 jobs generated as a result of vocational training
and enterprise development.

At least 30% of enterprises operating after 3 years.
Number of people accessing financial services.
Number of people trained in Income
Generating/vocational and business development.
Enterprises accessing facilitated non-financial services.
Enterprises accessing facilitated financial services

Number of CDAs and Ag Cooperatives engaged in
provision of credit.

Number of Financial institutions participating in the
project.

Number of active borrowers (individuals/enterprises).
Value of gross loan portfolio (individuals/enterprises).

Number of people trained in financial literacy and
financial services.

Number of people trained in income generating activities

disaggregated by type of activities and gender;

Studies and reports

Baseline & Impact survey
Interviews/focus groups
Studies and surveys

Interviews/focus groups
Case Studies.
SAIL MIS System.

Political stability.

Government regulation and policy
supports the provision of financial
services.
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