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Negotiated financing agreement

NEGOTIATED TEXT
17 July 2019

LOAN NO.

Project name: Lowland Livelihood Resilience Project, “the Project” or "LLRP"

The FEDERAL DEMOCRATIC REPUBLIC OF ETHIOPIA (the “Borrower™)

and

The INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT (the “Fund” or “IFAD™)
(each a “Party” and both of them collectively the “Parties™)

WHEREAS the Borrower has requested financing from the Fund for the purpose of
financing the LLRP;

WHEREAS, the Project shall be co-financed by the International Development Association
(IDA);

WHEREAS, the Borrower and the International Development Association have entered
into a Financing Agreement dated (the “IDA Agreement”) to provide
financing for the Project;

WHEREAS, the Fund has agreed to co-finance the Project and provide a loan for the
activities described in Schedule 1 to this Agreement;

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), the Allocation
Table (Schedule 2), the Special Covenants (Schedule 3) and the General
Conditions. In the event of a conflict between this document and any of the
Schedules, the provisions of this document shall take precedence.

2. All provisions of the Fund’s General Conditions for Agricultural Development
Financing dated 29 April 2009, amended as of December 2018, and as may be
amended hereafter from time to time (the “General Conditions™) shall apply to this
Agreement except for the provisions identified in Section E paragraph 3 below. For
the purposes of this Agreement the terms defined in the General Conditions shall
have the meanings set forth therein, unless the Parties otherwise agree in this
Agreement.

3. The Fund shall provide a Loan (the “Financing”) to the Borrower which the
Borrower shall use to implement the LLRP in accordance with the terms and
conditions of this Agreement.

4. For the purpose of this Agreement:
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“PIM” means the Project Implementation Manual prepared under the IDA
Agreement;

"Procurement Manual" means the Manual prepared under the IDA Agreement;
"Financial Manual" means the Manual prepared under the IDA Agreement.
Section B

1. The amount of the Loan is sixty five million three hundred thirty thousand
Special Drawing Rights (65 330 000 SDR).

2. The IFAD Loan shall be free of interest but bear a service charge of three
fourths of one per cent (0.75%) per annum payable semi-annually in the Loan Service
Payment Currency, and shall have a maturity period of forty (40) years, including a
grace period of ten (10) years starting from the date of approval of the Loan by the
Fund’s Executive Board.

3. The Loan Service Payment Currency shall be the US dollar.
4. The first day of the applicable Fiscal Year shall be 8" of July.

5. Payments of principal and service charge shall be payable on each 15" April and
15™ October.

6. There shall be one segregated Designated Account in USD for IFAD funds, for the
exclusive use of the Project opened at the National Bank of Ethiopia (NBE). The Borrower
shall inform the Fund of the officials authorized to operate the Designated Account.

7. There shall be a Project Operations pooled Account in Ethiopian Birr opened by the
MoP/F-PCU.

8. Beneficiaries shall provide counterpart financing for the Project in an amount
equivalent to approximately Eleven Million US dollars (USD 11 000 000), part in cash
and part in kind.

Section C
1. The Lead Project Agency shall be the Ministry of Peace of the Borrower.

2. Additional Project Parties include those parties responsible for the implementation
of any part of the project and any other parties deemed necessary by the Lead Project Agency.

3. A Mid-Term Review will be conducted as specified in Section 8.03 (b) and (c) of the
General Conditions; however, the Parties may agree on a different date for the Mid-Term
Review of the implementation of the Project/.

4. The Project Completion Date shall be the approximately six years after the date of
entry into force of this Agreement or such other date as the Fund may designate by
notice to the Borrower and the Financing Closing Date will be established as specified in
the General Conditions. The Agreement shall enter into force on the date of receipt by
the Fund of the instrument of ratification.

5. Procurement of goods, works and services financed by the Financing shall be
carried out in accordance with the Cooperating Institution procurement guidelines.
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6. Financial Management practices shall be organized in accordance with those of the
Cooperating Institution.

Section D

The Financing shall be administered by the IDA as the Cooperating Institution. The
Project shall be supervised jointly by IDA and the Fund.

Section E

1. The following are designated as additional grounds for suspension of the right of
the Borrower to request disbursements under IFAD Financing:

a) The PIM has been waived or amended without the prior agreement of IFAD
and/or IDA.

b) the right of the Borrower to withdraw the proceeds under the IDA Agreement has
been suspended, cancelled or terminated, in whole or in part, or the IDA Loan has
become due and payable prior to the agreed maturity thereof.

¢) The Project Manager or other key Project staff have been removed from the
Project without the prior consultation with the Fund;

d) the IDA Agreement has been terminated.

2. The following are designated as additional general conditions precedent to
withdrawal:
a) Establishment of Federal and Regional Steering Committees.

b) The Effectiveness Conditions under the IDA Agreement have been met by
the Borrower.

3. The following provisions of the General Conditions shall not apply to this
Agreement:

(a) Section 7.05 (Procurement); the procurement of goods, works and
services to be financed out of the proceeds of the financing shall be subject to
and governed by the IDA Procurement Guidelines as amended from time to
time.

4. This Agreement is subject to ratification by the Borrower.

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

For the [Borrower]:

[click and type title of the representative]
[click and type the name and address of the ministry]

For the Fund:

[click and type Title]

International Fund for Agricultural Development

Via Paolo di Dono 44

00142 Rome, lItaly
This Agreement, dated , has been prepared in the English language in two
(2) original copies, one (1) for the Fund and one (1) for the Borrower and shall enter into
force as provided for in the General Conditions.
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[cLICK AND TYPE THE NAME OF THE COUNTRY]

[insert NAME of the Authorised Representative]
[insert his title]

Date:

INTERNATIONAL FUND FOR
AGRICULTURAL DEVELOPMENT

Gilbert F. Houngbo
President

Date:

EB 2019/127/R.28
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Schedule 1

Programme Description and Implementation Arrangements

l. Programme Description

1. Schedule 1 "Project Description” of the IDA Agreement applies to this Agreement.

11. Implementation Arrangements

1. Schedule 2 Section | "Implementation Arrangements" of the IDA Agreement apply
to this Agreement. This includes, among others, the "Manuals", and the "Safeguards"
provisions.

The Borrower shall prepare and furnish to the Fund for its approval, not later than April
30th of each year during the implementation of the Project, or such later date as the
Fund may agree, the Annual Work Plans and Budgets (“AWPB”), including procurement
plans, containing all proposed sub-projects to be carried out in the following fiscal year,
and finalize the AWPB, taking into account the Fund’s comments and views thereon.

The Borrower shall cause each Region, Woreda and Kebele to implement, monitor and
evaluate its respective activities, in accordance with the provisions set forth in this
Agreement and the AWPB approved by the Fund; and shall not revise any approved
AWPB without the prior written agreement of the Fund.

10. Project Implementation Manual

The Borrower shall carry out the Project also in accordance with the PIM. The Borrower
will finalize the development of the Project Implementation Manual (PIM) for the Fund’s
consideration and approval. The PIM will include, inter alia, a comprehensive financial
management section, will provide more details on roles and responsibilities of Project
and implementing parties, the establishment of a grievance redress mechanism and
include internal audit requirements. Any revisions to the PIM shall have to be previously
approved by the Fund.
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Schedule 2

Allocation Table
1. Allocation of Loan Proceeds.
(a) The Table below sets forth the Categories of Eligible Expenditures to be financed by the

Loan and the allocation of the amounts to each category of the Financing and the
percentages of expenditures for items to be financed in each Category:

Category Loan Amount Allocation net of other financiers’
Allocated contribution, including government

(expressed in

UsD)
I. Goods, services and input — 1 64 600 000 Such percentage as agreed by the
Association and IFAD and
communicated to the Borrower.
1. Goods, services and input - 2 730 000 Such percentage as agreed by the
Association and IFAD and
communicated to the Borrower.
TOTAL 65 330 000

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

Goods, services and input — 1 — It includes Goods, works, non-consulting
services and consulting services for the Project and Operating Costs

Goods, services and input — 2 — It includes Savings Leverage Grants to
RUSACCOs under Part 2.2 (c) of the Project as illustrated in the IDA Project Appraisal
Document (PAD).
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Schedule 3

Special Covenants

In accordance with Section 12.01(a)(xxiii) of the General Conditions, the Fund may
suspend, in whole or in part, the right of the Borrower to request withdrawals from the
Loan Account if the Borrower has defaulted in the performance of any covenant set forth
below, and the Fund has determined that such default has had, or is likely to have, a
material adverse effect on the Project:

1. Planning, Monitoring and Evaluation. The monitoring and evaluation of
environmental indicators will be further refined on the basis of the finding of the ESIAs
and Feasibility Studies. The ESIAs shall include feasible and cost-effective measures to
maximize opportunities and prevent or reduce significant negative impacts.

2. Compliance with Safeguards. The Borrower shall ensure that the Project will be
implemented in compliance with the safeguards provisions specified in the IDA
Agreement and as outlined in the Project Implementation Manual. Resettlement of 20 or
more people (when sub-projects involve land acquisition, or loss of assets, or access to
assets on the land,) will require a resettlement action plan, and no investments will be
made before any affected people are fully compensated.

3. Anticorruption Measures. The Borrower shall comply with IFAD Policy on Preventing
Fraud and Corruption in its Activities and Operations, taking appropriate action to
prevent, mitigate and combat Prohibited Practices.



Logical framework

Project Development Objectives(s) To Improve Livelihood Resilience of Pastoral and Agro-Pastoral Communities in Ethiopia

Project Development Objective Indicators

Indicator Name DLI

Baseline

To improve Livelihood Resilience of Pastoral and Agro-Pastoral Communities in Ethiopia

Land area under sustainable landscape management practices
(CRI, Hectare(Ha))

Increase in Yield of Targeted Commodities (Livestock and Crop)
(Percentage)

People with Improved Access to Economic and Social Services ( of
which 50% Female and 20% Youth) (Number (Thousand))

Farmers reached with agricultural assets or services (CRI, Number)

Farmers reached with agricultural assets or services - Female
(CRI, Number)

Intermediate Results Indicators by Components

Indicator Name DLI

Integrated Rangeland Development and Management

Project beneficiaries with Improved Access to Key Natural
Resources ( of which 50% Female and 20 % Youth) (Percentage)

Rangeland Management and Investment Plans (RMIPs) Under
Implementation (Number)

Project Area with Increased NDVI/Biomass Index Corrected for
Climate Change (Percentage)

Number of Strategic Economic Infrastructure Investments
Operational (Number)

0.00
0.00

0.00
0.00

0.00

Baseline Intermediate Targets

0.00
0.00
0.00

0.00

End Target

700,000.00

25.00

1,250.00
1,500,000.00

600,000.00

End Target

50.00
70.00
30.00

300.00
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Indicator Name DLI

Livelihoods Improvement and Diversification

Beneficiaries Participating in Diversified Livelihoods Activities (of
which 50 % Female and 20 % Youth) (Number)

RUSACCOs and Unions Supported by the Project (Number)

Project Beneficiaries with Access to Rural Financial Services (60 %
female and 20 % Youth) (Number)

Farmers adopting improved agricultural technology (CRI, Number)

Farmers adopting improved agricultural technology - Female
(CRI, Number)

Farmers adopting improved agricultural technology - male (CRI,
Number)

Increased Volume of Marketed Commodities, in targeted Value
Chains by Project Beneficiaries (Percentage)

Improving Basic Services and Capacity Building
Community Sub-Projects Operational (Percentage)

Knowledge Products with Policy Implications for Pastoral and
Agro-Pastoral Systems Completed (Number)

Targeted Clients Satisfied with Livestock, veterinary and
Agricultural Extension Services (Percentage)

Project Management, Monitoring and Evaluation

Project Direct Beneficiaries (of which 50% female and 20% youth)
(Number)

Baseline

0.00
0.00
0.00
0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

500.00

Intermediate Targets

End Target

200,000.00
520.00
50,000.00
100,000.00

30,000.00
70,000.00

25.00

90.00

30.00

80.00

2,500,000.00
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Results chain

Activities

Sub-com 1.1.Developing
participatory rangeland
management plans
(RMIPs)

v

Sub-com. 1.2. Financing
priority public investment
areas based on RMIPs

Sub-com. 2.1. Improving
breeding and animal
health services (vet.
services, vaccination,
disease control...)

Sub-com 2.1.
Strengthening pastoral
R&D and extension
systems: training, field
schools

Sub-com. 3.3. Piloting
innovative approaches for
pastoral/agro-pastoral
production and value
chain systems

Sub-com. 2.1. Community
capacity building in crop
and livestock
management

Sub-com.2.2. Improving
financial literacy;
facilitating access to
financial services

Sub-com 2.2. Establishing
productive partnerships

Sub-com.2.2. Developing
product standards,
traceability and
certification systems

Sub-com.3.1. Rehab &
building facilities for basic
social services &
infrastructure (water,
clinics, schools, etc.)

Sub-com.3.2. Capacity
building for stakeholder
institutions

Sub-com.3.3. TA for
evidence-based policy
making and community
engagement

e —

—

—

Outputs

Implemented rangeland
management and pasture
improvements sub-
projects

Improved/constructed
feeder roads

Rehabilitated and built
Irrigation/water
management schemes

Improved delivery of
extension and animal
health services

Improved awareness of
food consumption and
ways to improve nutrition

Improved technologies
developed; extension
services provided to
production groups

Innovative solutions for
constraints in production,
processing and marketing
developed

Improved capacities in
the targeted communities
to manage productive
systems

Financial literacy improved
at community level;
financial services adapted
to pastoral and agro-
pastoral sub-sector

Market linkages
established

Products certified and
quality improved

Improved facilities for
basic social services

Stakeholder institutions
capable to engage with
public and private partners
for market access, disease
control, etc.

Improved authorities’
capacity for pastoral
friendly policies

Intermediate outcomes

Improved management of
pastoral and agro-
pastoral productive
systems

Improved productive and
market infrastructure
(livestock, crops and
commercialization)

Improved access to water,
pasture, land for
productive purpose

Crop and Livestock
producing households
adopted improved
technologies

Improved access to
financial services for
pastoralists and agro-
pastoralists

Improved market linkages

Improved conditions of
basic social services
provision

Increased community
participation in operation
& management of
infrastructure for social
service delivery

Il

Improved crop and animal
productivity

Diversified crop and
livestock production

>

Improved commercialization
of crop, livestock and
alternative products

Improved institutional

capacity for delivery of public

services & community
management of resources

>

>

PDO outcomes

Improved rangeland
and natural resource
management

Improved production
of crop and livestock
products

Improved pastoral
and agro-pastoral
livelihood

Improved access to
basic social services

Impact/Gov strategy/
CPF

Sustainable
improvements in pastoral
and agro-pastoral
livelihood resilience

Improved HH food and
nutrition security of
pastoral and agro-
pastoral communities

Improved well-being and
use of basic social services
in pastoral and agro-
pastoral communities
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