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Negotiated financing agreement:

Pastoral Community Development Project I1

(Negotiations concluded on 20 August 2009)

Loan Number:

Grant Number:

Project Title: Pastoral Community Development Project II (the “Project”)

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

and

the Federal Democratic Republic of Ethiopia (the “Borrower/Recipient”)

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

hereby agree as follows:

WHEREAS, the Borrower/Recipient and the International Development Association have
entered into a Financing Agreement dated 13 June 2008 (the “IDA Financing

Agreement”) to provide financing for the Project; and

WHEREAS, the Borrower/Recipient has requested the Fund to provide additional financing
for the Project.

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 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.

3. The Fund shall provide a Loan and a Grant to the Borrower/Recipient (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 Loan is SR 12 575 000.
B. The amount of the Grant is SDR 12 575 000.

2 The Loan is granted on highly concessional terms.

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

5. Payments of principal and service charge shall be payable on each 1 March and
1 September.

6. The Borrower/Recipient shall provide counterpart financing for the Project for a
total amount of USD 5 million in accordance with the approved annual work plan and
budget of the Project.

Section C

1.  The Lead Project Agency shall be the Borrower’s/Recipient’s Ministry of Federal
Affairs.

2. The following are designated as additional Project Parties: the National Regional
State Governments of Afar, Somali, Oromia, and the Southern Nations, Nationalities and
Peoples Region; and the Borrower’s/Recipient’s Ministry of Agriculture and Rural
Development.

3. The Project Completion Date shall be the 5th anniversary of the date of entry into
force of this Agreement.

Section D

The Loan and Grant shall be administered by the International Development Association
(IDA) as the Cooperating Institution. The Project shall be supervised jointly by IDA and
the Fund.

Section E

1.  The following is designated as an additional ground for suspension of this
Agreement: the IDA Financing Agreement shall have been suspended.

2. The following is designated as an additional ground for cancellation of this
Agreement: the IDA Financing Agreement shall have been cancelled.

3. The following provision of the General Conditions shall not apply to this Agreement:
Section 7.05 (Procurement); for purposes of this Agreement, all goods, works and
consulting services to be financed out of the proceeds of the Loan and Grant shall
be subject to the IDA Financing Agreement, as may be amended from time to time.

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

5. The following are the designated representatives and addresses to be used for any

communication related to this Agreement:

For the Fund: For the Recipient:

(Name) (Name)

International Fund for Agricultural Development

Via Paolo di Dono 44
00142 Rome, Italy

10



EB 2009/97/R.16/Rev.1 Saldl

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.

For the Fund For the Borrower

11
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Schedule 1
Project Description and Implementation Arrangements

The Project shall be the same as described in Schedule 1 of the IDA Financing
Agreement, as such may be amended by the Parties thereto from time to time. The
Project shall be implemented in accordance with the provisions of Schedule 2 of the IDA
Financing Agreement, as such may be amended by the Parties thereto from time to time

12
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Schedule 2

Allocation Table

Galdl

Allocation of Loan and Grant Proceeds. The Table below sets forth the Categories of
Eligible Expenditures to be financed by the Loan and the 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

1. Goods for all activities other
than CIF Subprojects, IG
Subprojects, DPSI and DER
Subprojects

2. Consultant’s Services including
audits for all activities other
than CIF Subprojects, IG
Subprojects, DPSI and DER
Subprojects

3. Training

4, Goods, works and services for
CIF Subprojects

5. Goods and Works and services
for IG Subprojects

6. Goods, works and services for
DER Subprojects

7. Goods works and services for
DPSI Subprojects

8. Operating Costs

Unallocated

TOTAL AMOUNT

Amount of the

Loan Allocated

(expressed in
SDR)

520 000

730 000

730 000

5950 000

260 000

540 000

2 020 000

1 400 000

425 000

12 575 000

13

Amount of Percentage
the Grant of
Allocated Expenditures
(expressed to be
in SDR) Financed
Inclusive of
Taxes
520 000 100%
730 000 100%
730 000 100%
5950 000 100%
260 000 100%
540 000 100%
2 020 000 100%
1 400 000 100%
425 000
12 575 000
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2. Each withdrawal application for eligible expenditures shall be apportioned by IDA as
Cooperating Institution between IDA and the Fund in the ratio of 2:1. The Fund’s share of
each such application shall be further apportioned by IDA as Cooperating Institution
between the Fund Loan and Grant in the ratio of 1:1.
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Key reference documents

Country reference documents

1.

® N o U

Ministry of Finance and Economic Development: A Plan for Accelerated and
Sustainable Development to End Poverty (2005/06 - 2009/10), September 2006.

Ministry of Federal Affairs: Beneficiary Assessment of the PCDP Community
Investment Fund and Disaster Contingency and Planning Fund. 2007

Ministry of Federal Affairs: Implementation Assessment of the PCDP Community
Investment Fund and Disaster Contingency and Planning Fund. 2007

Ministry of Federal Affairs: Pastoral Community Development Project Phase II Project
Proposal (draft). February 2008

Ministry of Federal Affairs: Pastoral Policy Gap Analysis. 2006
Ministry of Federal Affairs: Assessment of the First Phase PCDP. 2008
Ministry of Federal Affairs: PCDP Quarterly Progress Reports from 2003 - 2008

Ministry of Agriculture and Rural Development/FCA: A Project Proposal to Establish
RUSACCOs Based on PCDP Initiated Income Generating Groups. April, 2008

World Bank/IFAD reference documents

9.

10.

11

19.
20.

21

25.

Federal Democratic Republic of Ethiopia; IFAD Country Strategic Opportunities Paper,
December 2008

PCDP, Project Appraisal Document for Pastoral Community Development Project APL
(April 2003)

.PCDP II, Project Appraisal Document (World Bank, May 2008)
12.
13.
14.
15.
16.
17.
18.

PCDP II, Management Assessment Template (MAT)
PCDP II, QE Panel Report

PCDP II, Minutes of QA Panel

PCDP Phase 1I, Baseline Survey of 55 woredas
PCDP, Beneficiary Assessment Report

PCDP, Midterm Review Report. August 2006

PCDP, Aide Memories and Back to office Reports of Supervision Missions, FY03 -
FY08

PCDP II, Appraisal Aide Memoire, 17 April 2008

PCDP, Proceedings of the Consultative Workshop on Research for Development in the
Lowlands of Ethiopia, February, 2008

. Ethiopia: IFAD Country Evaluation Report, May 2009
22.
23.
24.

Ethiopia: Protection of Basic Services, Joint Budget Review. 2007
Ethiopia: PCDP II Concept Note. January, 2008

Ethiopia: Project Appraisal Document for Productive Safety Net Program APL II.
December 11, 2006.

Ethiopia: Guidelines for the Implementation of the Productive Safety Net Programme
Pastoral Area Pilot, October 2007.
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Logical framework
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Project Development
Objective

Project Outcome Indicators

Use of Project Outcome
Information

Contribute to (i) increased
resilience of Ethiopian pastoralists
to external shocks and (ii) improve
livelihoods of targeted communities

70% of community members
satisfied with timeliness, quantity
and quality of disaster early
response

Assess the effectiveness of the
disaster early response system

70& of the targeted community
members satisfied with service
delivery through PCDP II-financed
social infrastructure

Assess the effectiveness of PCDP 11
investments in social infrastructure

Increased average income of
pastoral saving and credit loan
beneficiaries in beneficiary
communities

Assess the effectiveness of the
saving and credit intervention on
project loan provided to pastoral
credit and saving beneficiaries

Early warning information on
disaster risks available for all
pastoral and agro-pastoral woredas

Assess the effectiveness of the
EWA

Intermediate Outcomes

Intermediate Outcome
Indicators

Use of Intermediate
Outcome Monitoring

Component One: Sustainable

Livelihoods Enhancement

Subcomponent (a): Community
Investment Fund (CIF)

Communities identify and
implement subprojects addressing
priorities agreed upon in CAPs

% of community members
disaggregated by gender attending
Project-related meetings (m, f, y)

Captures active participation of
community members in Project-
related issues

% of approved (budgeted)
community sub-projects completed
each year

An indication that priorities are met
and supported by woredas

% of sub-projects completed that
receive recurrent costs associated
with PCDP CIF social investments

An indication that woredas are
providing recurrent costs
associated with subprojects, such
as teachers’ and health workers’
salaries, to ensure that subprojects
are running, to increase the
likelihood of sustaining the projects

First and second cycle education
net enrolment rate for Grade 1-8
(f, m) disaggregated by region

% of HHs in beneficiary community
with access to potable water

MDG-related indicator to measure
accessibility by communities to first
and second cycle education
Determine if key input will reach
the targeted number of
beneficiaries

O&M arrangements are in place
and functioning for >80% of
infrastructure that requires
maintenance

Determine if programme needs to
increase its inspection and
supervision of technical works and
0%M arrangements

Woredas and their communities
establish transparent accountability
processes

% of woredas posting woreda CIF
plans, budgets and service
performance at public centers

% of woredas with a complaint
redressal system for CIF

These indicators capture
accountability of woredas to
community members

Subcomponent (b): Rural
Livelihoods Programme (RLP)
Sustainable savings & credit
service established in selected
pastoral areas

# of credit beneficiaries

Measures increased access to
financial services to marginalized
communities - increasing their
chances for improved livelihoods

% of rural savings & credit groups
established that are offering credit
service two years after
establishment

% of savings & credit groups with
<5% 30 day overdue payments

% of savings and credit
beneficiaries whose HH income has
increased

Assess the repayment capacity of
the credit beneficiaries
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Component Two: Pastoral Risk Management

Subcomponent (a): Pastoral Earl

Warning and Response Programme

1. EWS: Early warning system
established and operational

>80% of early warning monthly
reports and quarterly early warning
bulletins produced and
disseminated (national and
regional) by EWRD/MoARD

Determine whether early warning
reports are being produced and
disseminated in a timely manner

80% of pastoral and agro-pastoral
Project prepare and review DPCPs

Assess whether communities are
engaged in the DPCP process

2. Disaster Early Response Fund
operational

% of DER Grants-financed early
response activities within one
month of pastoral area EWS
identifying change from “norma
conditions

In

Evaluates the timeliness of the DER
Grants to response to identified
changes

Subcomponent (b): Disaster Preparedness Strategic investment Programme

1. Regions identify, prioritize and
implement disaster preparedness
investments

% of available DPSIP resources
expended on prioritized strategic
investments by region

Measures the utilization of DPIP
resources based on prioritized
strategic investments

Four regions prepare
comprehensive strategic disaster
preparedness investment plans

Assess the effectiveness of the
region in preparing preparing
comprehensive strategic
preparedness investment plans

% of community-based disaster
preparedness infrastructure
investments that are operational
and have maintenance plans

Determine the sustainability of
infrastructure related to disaster
preparedness

Component Three: Participatory Learning and Knowledge Management (PLKM)

1. Improved access to information
on development issues in pastoral
areas

Number of website visits per month

Ensures website is providing
relevant information

2. Participatory re-research being
carried out on issues identified by
pastoralist communities

# of PAL groups that have
completed research activities

To ensure research outputs are
relevant to pastoralist needs

# of quarterly regional EPADGON
meetings held and recorded

To ensure pastoralist networking
on development issues

3. Improved information on
pastoral development issues for
policy makers

# of policy implementation studies
and # of decisions legislated in
support of policy frameworks

To ensure expansion and
implementation of government
pastoralist policy framework

Component Four: Programme

Management and M&E

1. Improved project management
performance: planning, budgeting
and evidence-based decision-
making

% of semi-annual project progress
reports submitted at federal (4
weeks), regional (3 weeks) and
woreda (2 weeks) level after end of
each semester

% of quarterly financial reports
submitted at federal (4 weeks),
regional (3 weeks) and woreda (2
week) level after end of each
quarter

Timely reporting indicates
improved management of Project
activities and will allow
management to address quickly
any issues or obstacles to
achieving results

External audit report submitted
within six months of end of
financial year

Consolicated annual work plan and
budget prepared in accordance
with government fiscal planning
cycle.

Findings from reports and audits
will allow the Project to adjust and
improve its operations and
procedures

% of agreed training plans
completed each year (gender,
communications, social
accountability, conflict, MIS, M&E
and IT)

Training needs have been identified
by the Project; this indicator will
measure PCDP management
commitment to filling capacity gaps
by training Project staff and other
direct beneficiaries of the Project






