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Negotiated financing agreement and grant agreement for
the Hilly Areas Sustainable Agricultural Development
Project

(Negotiations concluded on 7 July 2009)
FINANCING AGREEMENT

Loan Number:

Project Title: Hilly Areas Sustainable Agricultural Development Project (HASAD)
(the “Project”)

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

The Republic of Lebanon (the “Borrower”)

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

hereby agree as follows:

WHEREAS

(A) the Borrower has requested a loan, as defined in Section B herein from the Fund for
the purpose of financing the Project described in Schedule 1 to this Agreement;

(B) the Fund has agreed to extend to the Borrower a grant (“the Grant”) in the principal
amount of four hundred thousand Special Drawing Rights to assist in financing the Project
on terms and conditions to be set forth in an agreement between the Borrower and the
Fund (the “Grant Agreement”); and

(C) the Borrower intends to obtain from the Organization of the Petroleum Exporting
Countries Fund for International Development (“"OFID”) a loan (the “Co-financing”)
approximately in the principal amount of eight million four hundred and ten thousand United
States dollars to finance Component 1 (Water and Soil Conservation Development) of the
Project on terms and conditions to be set forth in an agreement between the Borrower and
OFID (the “Co-financing Agreement”).

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. 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 to the Borrower (the “Loan”) to finance Component 2
(Technical Support to Farmers) and 3 (Project Coordination and Management) of the
Project, which the Borrower shall use to implement the Project in accordance with the
terms and conditions of this Agreement.

Section B

1. The amount of the Loan is the equivalent of two million six hundred thousand Special
Drawing Rights (2 600 000 SDR).

2. The Loan is granted on ordinary terms.

3. The Loan Interest Payment Currency shall be in United States dollars.

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

5. Payments of principal and interest shall be payable on each 1 June and 1 December.
6. The Borrower shall open and thereafter maintain in a bank proposed by the Borrower
and accepted by the Fund, a current account for Project operations (the “Project Account”).
The Green Plan (GP), on behalf of the Borrower, shall be fully authorized to operate the

Project Account in accordance with the GP procedures for the administration of accounts.

7. The Borrower shall bear all taxes that may be due in connection with any payment
made under this Financing Agreement.

8. The Borrower shall provide a counterpart contribution in kind equivalent to
approximately three hundred thousand United States dollars (300 000 USD).

Section C

1. The Lead Project Agency (LPA) shall be the Ministry of Agriculture (MOA) who shall
implement the Project through:

(a) the GP who shall be responsible for overall management and coordination of
the Project and implementation of Component 1 (Water and Soil Conservation
Development) and Component 3 (Project Coordination and Management); and

(b) the Directorate of Studies and Coordination (DSC) of the MOA who shall be
responsible for the implementation of Component 2 (Technical Support to
Farmers).

2. The following are designated as additional Project Parties: Non-governmental
organizations (NGOs) and the private sector.

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

Section D

The Loan shall be administered and the Project supervised by the Fund.

10
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Section E

1. The following are designated as additional grounds for suspension of this Agreement:

(@)

(b)

(c)

(d)

(e)

The Project Director has been removed from the Project without the prior
concurrence of the Fund.

The Co-financing Agreement has failed to enter into full force and effect and
substitute funds are not available to the Borrower on terms and conditions
acceptable to the Fund.

The right of the Borrower to withdraw the proceeds of the Co-financing has
been suspended, cancelled or terminated, in whole or in part, or the
Co-financing has become due and payable prior to the agreed maturity thereof;
or any event has occurred which, with notice or the passage of time, could
result in any of the foregoing.

The Grant Agreement has failed to enter into full force and effect and
substitute funds are not available to the Borrower on terms and conditions
acceptable to the Fund.

The Project Implementation Manual (PIM), or any provision thereof, has been
waived, suspended, terminated, amended or modified without the prior consent
of the Fund, and the Fund has determined that such waiver, suspension,
termination, amendment or modification has had, or is likely to have, a material
adverse effect on the Project.

2. The following is designated as an additional general condition precedent to
withdrawal:

(a)

No withdrawals shall be made until the PIM shall have been approved by the
Fund in draft and a copy of the PIM as adopted by the LPA, shall have been
delivered to the Fund.

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

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

For the Fund: For the Borrower:

International Fund for Agricultural Development Ministry of Finance
Via Paolo di Dono, 44 Riad EI-Solh Square,
00142 Rome, Italy 3rd Floor

Beirut, Lebanon

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.

For the Fund For the Borrower
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Schedule 1

Project Description and Implementation Arrangements

I. Project Description

1. Target Population. The Project shall benefit the poor smallholders of various hilly
regions and communities of the territory of the Borrower directly or indirectly affected by the
July 2006 war. The Project shall focus on the following zones: the Akkar-Dannieh, North
Baalbeck and Hermel, the South and Lower Litani, the Mount Lebanon and other areas
where the Target Population is present (the “Project Area”).

2. Goal and Objectives. The goal of the Project is to reduce rural poverty by substantially
increasing agricultural productivity and income of the target group in the Project Area
through: (i) improvements in soil and water management and development of small and
medium-size water harvesting and soil and water conservation measures; (ii) improvements
in agricultural productivity and market linkages for small farmers by provision of technical
support services; and (iii) strengthening the capacities of the Project implementing agencies
and farmer organizations.

3. Components. The Project shall consist of the following Components:

Component 1 — Water and Soil Conservation Development

3.1. The Project shall support the development of small-scale irrigation schemes and
reservoirs supplied by harvested runoffs and spring flows. The scheme sites shall be
selected through a participatory approach based on appropriate socio-economic and
technical eligibility criteria defined in the PIM. This Component shall be achieved through
the following two sub-components:

(a) Sub-component Mobilization and Distribution of Water. The Project shall
support the mobilization of a sufficient quantity and efficient use of water for
irrigation in the Project Area through the following interventions:

(i) Construction of small hill lakes on a pilot basis for storing water from
springs, runoffs and harvested water for irrigation by small groups of
farms. This sub-component shall also support irrigation networks to be
located downstream of the hill lakes sites.

(ii) Support for irrigation networks to deliver water to the farm gates of two
hill lakes (Kfar Mechki and Hermel) constructed under the Irrigation
Rehabilitation and Modernisation Project (IRMP) financed by the Fund.

(iii) Development of terracing and stone retaining walls.
(iv) Construction of small earth/concrete reservoirs for storing water to be
used for supplemental on-farm irrigation mainly from an existing well or

irrigation canals for individual small farms.

(b) Sub-component Institutional Strengthening and Technical Assistance. This
sub-component shall support the following:

(i) Two Field Multi-Disciplinary Teams (FMTs) each composed of

three persons and, amongst each FMT, one person shall be seconded
from the GP.
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(ii) Technical assistance for the hill lakes.

(iii) Consulting engineering services for the preparation of feasibility studies,
detailed designs and supervision of construction.

Component 2 - Technical Support to Farmers

3.2. The Project shall provide demand-driven agricultural extension and marketing
support as well as irrigation advisory services to farmers and capacity building of the
farmers’ groups and associations. Marketing support shall include provision of such
services as market facilitation, grading and packaging and refrigerated storage. These
services would be made available through at least three Farmer Service Centers (FSCs) to
be established in the Project Area. The FSCs shall also select relevant agriculture
sub-sectors, identify development plans over the value chain and coach the farmers in
creating their own enterprises. The FSCs shall provide advice for access to the necessary
legal and technical back-up and guide the farmers to the most suitable financing institution
and assist them in preparing and implementing successful business plans.

3.3. The Component foresees the provision of technical assistance and training for
extension, market research and promotion, business planning assistance to develop
potential opportunities; technology and advice on accessing credit to assist producers in
the initial uptake of activities. Support shall be provided for training of the trainers and
farmers.

Component 3 - Project Coordination and Management

This Component shall support the establishment and operation of a Project Management
Unit (PMU) at national level. The PMU shall be responsible for the coordination and
management of Project activities in accordance with the AWPB.

II. Implementation Arrangements

4, Project Steering Committee (PSC)

4.1. Establishment and Composition. The Borrower shall establish a PSC. The PSC shall be
composed inter alia of the Director General of MOA or his/her representative, one
representative of the Ministry of Finance, one representative of the Ministry of Energy and
Water (MOEW), one representative of the Council for Development and Reconstruction
(CDR) and the President of the GP Executive Committee. The PSC shall be chaired by the
Minister of Agriculture.

4.2. Responsibilities. The PSC shall provide overall guidance for the implementation of the
Project activities at the national level and shall be responsible for the approval of the AWPBs
as well as other key policy decisions.

5. Project Management Unit (PMU)

5.1. Establishment. A PMU shall be established within the GP. The President of the GP
Executive Committee shall act as the Project Director and shall assume the responsibility
and accountability of carrying out the Project activities in accordance with relevant national
legislation.

5.2. Composition. A Project Manager shall be recruited as the head of the PMU. The Project
Manager shall report to the Project Director. In addition to the Project Manager, the PMU
shall be composed of the following officers either appointed or recruited: a financial
manager, a marketing specialist, a civil engineer as water and soil conservation (WSC)
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coordinator for the implementation of Component1 (Water and Soil Conservation
Development), an agriculturist for the implementation of Component 2 (Technical Support to
Farmers), a monitoring and evaluation knowledge management officer (M&E/KM), an
assistant to the M&E/KM officer, a procurement officer, an accountant and an administrative
assistant.

5.3. Responsibilities. The PMU shall be responsible for the day-to-day operational
management of the Project including, coordination of planning and monitoring of progress
and impact. The PMU shall ensure that all components are implemented in a timely,
coordinated and coherent manner in order to meet the Project’s stated objectives efficiently
and effectively. To this end, the PMU shall (i) initiate Project activities; (ii) oversee the
planning and implementation of Project activities; (iii) prepare consolidated AWPBs;
(iv) review on a regular basis the status of implementation of the Project activities with a
view to adopting corrective measures if necessary; (v) coordinate and consolidate periodical
reports from implementing units, participating entities and implementation partners;
(vi) provide technical backstopping; (vii) monitor and evaluate Project progress and
problems; (viii) keep the LPA and the Fund informed on Project implementation; (ix) liaise
with relevant ministries and departments of the Borrower, NGOs, private sector
organizations, donor-funded projects and donors and other stakeholders in implementation;
(x) contract the technical service providers and other implementation partners to provide
services under the Project.

5.4. Selection of PMU staff. The PMU staff shall be recruited on a competitive basis using
procedures acceptable to the Fund. The selected candidates shall be approved by the Fund
prior to the issuance of contracts. Upon approval by the Fund, candidates shall be offered an
initial two-year contract renewable yearly on the basis of satisfactory performance and
evaluation. All PMU staff performances shall be assessed annually by the Project Manager in
consultation with the Project Director and the Fund.

6. Regional Committees

6.1. Establishment and Composition. Three Regional Committees shall be established by
the MOA in the three following zones of the Project Area: Akkar-Dannieh, North Baalbeck
and Hermel, the South and Lower Litani. Each Regional Committee shall be composed of
representatives of MOA’s regional service office, the GP regional office, FSC and FMTs.
Each Regional Committee shall be chaired by the head of the regional office of the GP and
shall report to the Project Director.

6.2. Responsibilities. The Regional Committees shall be responsible for the coordination of
the Project activities in each of their respective region.

7. Field Multi-Disciplinary Teams (FMTs)

7.1. Establishment and Composition. Two FMTs shall be established by the MOA. Each
FMT shall be composed of a socio-economist as team leader, an irrigation engineer and an
agriculture engineer, and shall work under the supervision of the WSC coordinator of the
PMU and in close coordination with the relevant regional directors of the GP and the MOA.
For each FMT, one agriculture engineer shall be seconded from the GP.

7.2. Responsibilities. Together with the WSC coordinator of the PMU, the FMTs shall be
responsible for the hill lakes selection in accordance with criteria defined in the PIM. The
FMT shall also be responsible for community mobilization, gender mainstreaming,
beneficiaries’ selection in accordance with criteria defined in the PIM, establishment of
water management groups, monitoring of Project activities, training of farmers. The FMTs
shall ensure linkage between the regional offices of the GP and the MOA as well as with
local stakeholders such as farmers, communities, NGOs and the FSCs.

14



EB 2009/97/R.29/Rev.1 Galall

7.3. Selection of FMT staff. The FMT staff shall be recruited on a competitive basis using
procedures acceptable to the Fund. The selected candidates shall be approved by the Fund
prior to the issuance of contracts. Upon approval by the Fund, candidates shall be offered an
initial two-year contract renewable yearly on the basis of satisfactory performance and
evaluation. All FMT staff performances shall be assessed annually by the Project Manager in
consultation with the Project Director and the Fund.

8. Farmer Service Centers (FSCs) and Management Board (MB)

8.1. Establishment and Composition. At least three FSCs shall be established in the
Project Area by NGOs contracted by the Project in accordance with the applicable
provisions of the General Conditions. The FSCs shall be managed by a MB who shall review
and approve the FSCs business plans, semi-annual progress reports and plans for
provision of extension and marketing support services. The MB shall monitor the
performance of the FSCs and NGOs and shall report the results to the PMU. The
composition of the MB shall include representatives of the Union of Cooperatives, MOA
regional office and the PMU. The composition of each FSC shall include an
extension/advisory expert.

8.2. Responsibilities. The FSCs shall operate on a commercial basis and shall be
responsible for providing services such as storage facilities, market preparation and
marketing activities. The FSCs shall provide support to local farmers to improve their
irrigation, water management and production practices, adopt new techniques, make use
of better planting materials and varieties and generally improve their farm management
through practical field based extension and advisory services. The FSCs shall develop
income generating services and to this end, shall concentrate on the development of a
packaging or processing unit according to the needs assessment and business plan
proposed by the participating NGOs.

9. Project Implementation Manual (PIM)

9.1. Preparation. The PMU on behalf of the LPA shall prepare a draft PIM. The draft PIM
shall include, among other things:

(i) Terms of reference and implementation responsibilities of Project staff,
consultants and likely service providers and implementation agencies;

(i) Selection criteria for scheme sites and sub-projects under Component 1 (Water
and Soil Conservation Development);

(iii) Project operational and financial procedures, including participatory planning,
implementation and monitoring procedures;

(iv) Monitoring and evaluation system and procedures.
9.2. Approval and Adoption. The LPA shall cause the PMU to forward the draft PIM to the
Fund for comments and approval. The LPA shall adopt the PIM, substantially in the form

approved by the Fund, and the LPA shall promptly provide copies thereof to the Fund.

10. Implementation of Project Components

10.1. The implementation responsibility of Project activities under Component 1 (Water and
Soil Conservation Development) shall rest with the GP and the PMU. The WSC coordinator,
under the supervision of the Project Manager, shall be in charge of the implementation of
the civil works as well as the feasibility studies and detailed engineering design. Service
providers, including engineering firms, shall be contracted in accordance with this
Agreement.
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Together with the FMTs, the WSC coordinator shall participate in the selection of the sites.
The FMT shall undertake the implementation of the institutional strengthening and technical
assistance activities of Component 1 (Water and Soil Conservation Development). Water
User Associations or Local Committees shall be established during the participatory
programming phase of the civil works supported by the Project and shall assume
responsibility for the operation and maintenance of the hill lakes and associated irrigation
networks through agreed rules and procedures.

10.2. The implementation of the Project activities under Component 2 (Technical Support to
Farmers) shall rest with the MOA, through the DSC, in collaboration with the Executive
Committee of the GP. NGOs contracted under this Agreement shall implement the FSCs
activities.
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Schedule 2

Allocation Table

galdl

1.  Allocation of Loan Proceeds. (a) The Table below sets forth the Categories of Eligible
Expenditures (as such are defined in Section 4.08 of the General Conditions) to be financed
by the Loan and the allocation of the amounts of the Loan to each Category and the
percentages of expenditures for items to be financed in each Category:

Category

Loan Amount Allocated
(expressed in SDR)

Percentage of Eligible
Expenditures to be financed

I. Civil Works 220 000 100% net of taxes,
co-financing, beneficiary
contribution and counterpart
financing

II.  Vehicles and Equipments 470 000 100% net of taxes,
co-financing, beneficiary
contribution and counterpart
financing

III. Technical Assistance, 820 000 100% net of taxes,

Studies, Workshop and co-financing, beneficiary
Training contribution and counterpart
financing

IV. Recurrent Costs 100% net of taxes,

(a) Salaries 510 000 co-financing, beneficiary
(b) Operation and 320 000 contribution and counterpart
Maintenance financing
V. Unallocated 260 000
TOTAL 2 600 000

(b) Definitions:

“Salaries” include the salaries for the contracted staff and the incentives and
field allowances for the public civil servants assigned to the Project.
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GRANT AGREEMENT

Grant Number:

Project Title: Hilly Areas Sustainable Agricultural Development Project (HASAD)
(the “Project”)

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

The Republic of Lebanon (the “Recipient”)

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

hereby agree as follows:

WHEREAS

(A) the Recipient has requested a grant, as defined in Section B herein from the Fund for
the purpose of financing the Project described in Schedule 1 to this Agreement;

(B) the Fund has agreed to extend to the Recipient a loan (“the Loan”) in the principal
amount of two million six hundred thousand Special Drawing Rights to assist in financing
the Project on terms and conditions to be set forth in an agreement between the Recipient
and the Fund (the “Financing Agreement”); and

(C) the Recipient intends to obtain from the Organization of the Petroleum Exporting
Countries Fund for International Development (“"OFID”) a loan (the ™“Co-financing”)
approximately in the principal amount of eight million four hundred and ten thousand United
States dollars to finance Component 1 (Water and Soil Conservation Development) of the
Project on terms and conditions to be set forth in an agreement between the Recipient and
OFID (the “Co-financing Agreement”).

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. 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 grant to the Recipient (the “Grant”), which the Recipient
shall use to implement the Project in accordance with the terms and conditions of this
Agreement.

Section B

1. The amount of the Grant is the equivalent of four hundred thousand Special Drawing
Rights (400 000 SDR).

18



EB 2009/97/R.29/Rev.1 Galall

2. The Recipient shall open and thereafter maintain in a bank proposed by the Recipient
and accepted by the Fund, a current account for Project operations (the “Project Grant
Account”). The Green Plan (GP), on behalf of the Recipient, shall be fully authorized to
operate the Project Grant Account in accordance with the GP procedures for the
administration of accounts.

3. The Recipient shall bear all taxes that may be due in connection with any payment
made under this Grant Agreement.

4, The Recipient shall provide a counterpart contribution in kind equivalent to
approximately three hundred thousand United States dollars (300 000 USD).

Section C

1. The Lead Project Agency (LPA) shall be the Ministry of Agriculture (MOA) who shall
implement the Project through:

(a) the GP who shall be responsible for overall management and coordination of
the Project and implementation of Component 1 (Water and Soil Conservation
Development) and Component 3 (Project Coordination and Management); and

(b) the Directorate of Studies and Coordination (DSC) of the MOA who shall be
responsible for the implementation of Component 2 (Technical Support to
Farmers).

2. The following are designated as additional Project Parties: Non-governmental
organizations (NGOs) and the private sector.

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

Section D

The Grant shall be administered and the Project supervised by the Fund.

Section E

1. The following are designated as additional grounds for suspension of this Agreement:

(a) The Project Director has been removed from the Project without the prior
concurrence of the Fund.

(b) The Co-financing Agreement has failed to enter into full force and effect and
substitute funds are not available to the Recipient on terms and conditions
acceptable to the Fund.

(c) The right of the Recipient to withdraw the proceeds of the Co-financing has
been suspended, cancelled or terminated, in whole or in part, or the
Co-financing has become due and payable prior to the agreed maturity thereof;
or any event has occurred which, with notice or the passage of time, could
result in any of the foregoing.

(d) The Financing Agreement has failed to enter into full force and effect and
substitute funds are not available to the Recipient on terms and conditions
acceptable to the Fund.

(e) The Project Implementation Manual (PIM), or any provision thereof, has been
waived, suspended, terminated, amended or modified without the prior consent
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of the Fund, and the Fund has determined that such waiver, suspension,
termination, amendment or modification has had, or is likely to have, a material
adverse effect on the Project.

2. This Agreement shall enter into force in accordance with Section 13.01 of the
General Conditions.

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

For the Fund: For the Recipient:
International Fund for Agricultural Development Ministry of Finance
Via Paolo di Dono, 44 Riad El-Solh Square,
00142 Rome, Italy 3rd Floor

Beirut, Lebanon

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 Recipient.

For the Fund For the Recipient
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Schedule 1

Project Description and Implementation Arrangements

I. Project Description

1. Target Population. The Project shall benefit the poor smallholders of various hilly
regions and communities of the territory of the Recipient directly or indirectly affected by the
July 2006 war. The Project shall focus on the following zones: the Akkar-Dannieh, North
Baalbeck and Hermel, the South and Lower Litani, the Mount Lebanon and other areas
where the Target Population is present (the “Project Area”).

2. Goal and Objectives. The goal of the Project is to reduce rural poverty by substantially
increasing agricultural productivity and income of the target group in the Project Area
through: (i) improvements in soil and water management and development of small and
medium-size water harvesting and soil and water conservation measures; (ii) improvements
in agricultural productivity and market linkages for small farmers by provision of technical
support services; and (iii) strengthening the capacities of the Project implementing agencies
and farmer organizations.

3. Components. The Project shall consist of the following Components:

Component 1 - Water and Soil Conservation Development

3.1. The Project shall support the development of small-scale irrigation schemes and
reservoirs supplied by harvested runoffs and spring flows. The scheme sites shall be
selected through a participatory approach based on appropriate socio-economic and
technical eligibility criteria defined in the PIM. This Component shall be achieved through
the following two sub-components:

(a) Sub-component Mobilization and Distribution of Water. The Project shall
support the mobilization of a sufficient quantity and efficient use of water for
irrigation in the Project Area through the following interventions:

(i) Construction of small hill lakes on a pilot basis for storing water from
springs, runoffs and harvested water for irrigation by small groups of
farms. This sub-component shall also support irrigation networks to be
located downstream of the hill lakes sites.

(ii) Support for irrigation networks to deliver water to the farm gates of two
hill lakes (Kfar Mechki and Hermel) constructed under the Irrigation
Rehabilitation and Modernisation Project (IRMP) financed by the Fund.

(iii) Development of terracing and stone retaining walls.
(iv) Construction of small earth/concrete reservoirs for storing water to be
used for supplemental on-farm irrigation mainly from an existing well or

irrigation canals for individual small farms.

(b) Sub-component Institutional Strengthening and Technical Assistance. This
sub-component shall support the following:

(i) Two Field Multi-Disciplinary Teams (FMTs) each composed of

three persons and, amongst each FMT, one person shall be seconded
from the GP.

21



EB 2009/97/R.29/Rev.1 Galall

(ii) Technical assistance for the hill lakes.

(iii) Consulting engineering services for the preparation of feasibility studies,
detailed designs and supervision of construction.

Component 2 - Technical Support to Farmers

3.2. The Project shall provide demand-driven agricultural extension and marketing
support as well as irrigation advisory services to farmers and capacity building of the
farmers’ groups and associations. Marketing support shall include provision of such
services as market facilitation, grading and packaging and refrigerated storage. These
services would be made available through at least three Farmer Service Centers (FSCs) to
be established in the Project Area. The FSCs shall also select relevant agriculture
sub-sectors, identify development plans over the value chain and coach the farmers in
creating their own enterprises. The FSCs shall provide advice for access to the necessary
legal and technical back-up and guide the farmers to the most suitable financing institution
and assist them in preparing and implementing successful business plans.

3.3. The Component foresees the provision of technical assistance and training for
extension, market research and promotion, business planning assistance to develop
potential opportunities; technology and advice on accessing credit to assist producers in
the initial uptake of activities. Support shall be provided for training of the trainers and
farmers.

Component 3 - Project Coordination and Management

This Component shall support the establishment and operation of a Project Management
Unit (PMU) at national level. The PMU shall be responsible for the coordination and
management of Project activities in accordance with the AWPB.

II. Implementation Arrangements

4, Project Steering Committee (PSC)

4.1. Establishment and Composition. The Recipient shall establish a PSC. The PSC shall be
composed inter alia of the Director General of MOA or his/her representative, one
representative of the Ministry of Finance, one representative of the Ministry of Energy and
Water (MOEW), one representative of the Council for Development and Reconstruction
(CDR) and the President of the GP Executive Committee. The PSC shall be chaired by the
Minister of Agriculture.

4.2. Responsibilities. The PSC shall provide overall guidance for the implementation of the
Project activities at the national level and shall be responsible for the approval of the AWPBs
as well as other key policy decisions.

5. Project Management Unit (PMU)

5.1. Establishment. A PMU shall be established within the GP. The President of the GP
Executive Committee shall act as the Project Director and shall assume the responsibility
and accountability of carrying out the Project activities in accordance with relevant national
legislation.

5.2. Composition. A Project Manager shall be recruited as the head of the PMU. The Project
Manager shall report to the Project Director. In addition to the Project Manager, the PMU
shall be composed of the following officers either appointed or recruited: a financial
manager, a marketing specialist, a civil engineer as water and soil conservation (WSC)
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coordinator for the implementation of Component1 (Water and Soil Conservation
Development), an agriculturist for the implementation of Component 2 (Technical Support to
Farmers), a monitoring and evaluation knowledge management officer (M&E/KM), an
assistant to the M&E/KM officer, a procurement officer, an accountant and an administrative
assistant.

5.3. Responsibilities. The PMU shall be responsible for the day-to-day operational
management of the Project including, coordination of planning and monitoring of progress
and impact. The PMU shall ensure that all components are implemented in a timely,
coordinated and coherent manner in order to meet the Project’s stated objectives efficiently
and effectively. To this end, the PMU shall (i) initiate Project activities; (ii) oversee the
planning and implementation of Project activities; (iii) prepare consolidated AWPBs;
(iv) review on a regular basis the status of implementation of the Project activities with a
view to adopting corrective measures if necessary; (v) coordinate and consolidate periodical
reports from implementing units, participating entities and implementation partners;
(vi) provide technical backstopping; (vii) monitor and evaluate Project progress and
problems; (viii) keep the LPA and the Fund informed on Project implementation; (ix) liaise
with relevant ministries and departments of the Recipient, NGOs, private sector
organizations, donor-funded projects and donors and other stakeholders in implementation;
(x) contract the technical service providers and other implementation partners to provide
services under the Project.

5.4. Selection of PMU staff. The PMU staff shall be recruited on a competitive basis using
procedures acceptable to the Fund. The selected candidates shall be approved by the Fund
prior to the issuance of contracts. Upon approval by the Fund, candidates shall be offered an
initial two-year contract renewable yearly on the basis of satisfactory performance and
evaluation. All PMU staff performances shall be assessed annually by the Project Manager in
consultation with the Project Director and the Fund.

6. Regional Committees

6.1. Establishment and Composition. Three Regional Committees shall be established by
the MOA in the three following zones of the Project Area: Akkar-Dannieh, North Baalbeck
and Hermel, the South and Lower Litani. Each Regional Committee shall be composed of
representatives of MOA’s regional service office, the GP regional office, FSC and FMTs.
Each Regional Committee shall be chaired by the head of the regional office of the GP and
shall report to the Project Director.

6.2. Responsibilities. The Regional Committees shall be responsible for the coordination of
the Project activities in each of their respective region.

7. Field Multi-Disciplinary Teams (FMTs)

7.1. Establishment and Composition. Two FMTs shall be established by the MOA. Each
FMT shall be composed of a socio-economist as team leader, an irrigation engineer and an
agriculture engineer, and shall work under the supervision of the WSC coordinator of the
PMU and in close coordination with the relevant regional directors of the GP and the MOA.
For each FMT, one agriculture engineer shall be seconded from the GP.

7.2. Responsibilities. Together with the WSC coordinator of the PMU, the FMTs shall be
responsible for the hill lakes selection in accordance with criteria defined in the PIM. The
FMT shall also be responsible for community mobilization, gender mainstreaming,
beneficiaries’ selection in accordance with criteria defined in the PIM, establishment of
water management groups, monitoring of Project activities, training of farmers. The FMTs
shall ensure linkage between the regional offices of the GP and the MOA as well as with
local stakeholders such as farmers, communities, NGOs and the FSCs.
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7.3. Selection of FMT staff. The FMT staff shall be recruited on a competitive basis using
procedures acceptable to the Fund. The selected candidates shall be approved by the Fund
prior to the issuance of contracts. Upon approval by the Fund, candidates shall be offered an
initial two-year contract renewable yearly on the basis of satisfactory performance and
evaluation. All FMT staff performances shall be assessed annually by the Project Manager in
consultation with the Project Director and the Fund.

8. Farmer Service Centers (FSCs) and Management Board (MB)

8.1. Establishment and Composition. At least three FSCs shall be established in the
Project Area by NGOs contracted by the Project in accordance with the applicable
provisions of the General Conditions. The FSCs shall be managed by a MB who shall review
and approve the FSCs business plans, semi-annual progress reports and plans for
provision of extension and marketing support services. The MB shall monitor the
performance of the FSCs and NGOs and shall report the results to the PMU. The
composition of the MB shall include representatives of the Union of Cooperatives, MOA
regional office and the PMU. The composition of each FSC shall include an
extension/advisory expert.

8.2. Responsibilities. The FSCs shall operate on a commercial basis and shall be
responsible for providing services such as storage facilities, market preparation and
marketing activities. The FSCs shall provide support to local farmers to improve their
irrigation, water management and production practices, adopt new techniques, make use
of better planting materials and varieties and generally improve their farm management
through practical field based extension and advisory services. The FSCs shall develop
income generating services and to this end, shall concentrate on the development of a
packaging or processing unit according to the needs assessment and business plan
proposed by the participating NGOs.

9. Project Implementation Manual (PIM)

9.1. Preparation. The PMU on behalf of the LPA shall prepare a draft PIM. The draft PIM
shall include, among other things:

(i) Terms of reference and implementation responsibilities of Project staff,
consultants and likely service providers and implementation agencies;

(i) Selection criteria for scheme sites and sub-projects under Component 1 (Water
and Soil Conservation Development);

(iii) Project operational and financial procedures, including participatory planning,
implementation and monitoring procedures;

(iv) Monitoring and evaluation system and procedures.
9.2. Approval and Adoption. The LPA shall cause the PMU to forward the draft PIM to the
Fund for comments and approval. The LPA shall adopt the PIM, substantially in the form

approved by the Fund, and the LPA shall promptly provide copies thereof to the Fund.

10. Implementation of Project Components

10.1. The implementation responsibility of Project activities under Component 1 (Water and
Soil Conservation Development) shall rest with the GP and the PMU. The WSC coordinator,
under the supervision of the Project Manager, shall be in charge of the implementation of
the civil works as well as the feasibility studies and detailed engineering design. Service
providers, including engineering firms, shall be contracted in accordance with this
Agreement.
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Together with the FMTs, the WSC coordinator shall participate in the selection of the sites.
The FMT shall undertake the implementation of the institutional strengthening and technical
assistance activities of Component 1 (Water and Soil Conservation Development). Water
User Associations or Local Committees shall be established during the participatory
programming phase of the civil works supported by the Project and shall assume
responsibility for the operation and maintenance of the hill lakes and associated irrigation
networks through agreed rules and procedures.

10.2. The implementation of the Project activities under Component 2 (Technical Support to
Farmers) shall rest with the MOA, through the DSC, in collaboration with the Executive
Committee of the GP. NGOs contracted under this Agreement shall implement the FSCs
activities.
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Schedule 2

Allocation Table

galdl

1.  Allocation of Grant Proceeds. (a) The Table below sets forth the Categories of Eligible
Expenditures (as such are defined in Section 4.08 of the General Conditions) to be financed
by the Grant and the allocation of the amounts of the Grant to each Category and the
percentages of expenditures for items to be financed in each Category:

Category

Grant Amount Allocated
(expressed in SDR)

Percentage of Eligible
Expenditures to be financed

I. Civil Works

100% net of taxes,
co-financing, beneficiary
contribution and counterpart
financing

II.  Vehicles and Equipments 80 000 100% net of taxes,
co-financing, beneficiary
contribution and counterpart
financing

III. Technical Assistance, 175 000 100% net of taxes,

Studies, Workshop and co-financing, beneficiary
Training contribution and counterpart
financing

IV. Recurrent Costs 100% net of taxes,

(a) Salaries 65 000 co-financing, beneficiary
(b) Operation and 40 000 contribution and counterpart
Maintenance financing
V. Unallocated 40 000
TOTAL 400 000

(b) Definitions:

“Salaries” include the salaries for the contracted staff and the incentives and
field allowances for the public civil servants assigned to the Project.
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Key reference documents

Country reference documents

Republic of Lebanon - Social Action Plan, 2007
United Nations Development Programme - Poverty, growth and inequality in Lebanon:
Executive Summary, October 2007

IFAD reference documents

Project design document (PDD) and key files

Environmental and Social Assessment Procedures, 2009

Republic of Lebanon COSOP (2000)

IFAD Strategic Framework 2007-2010

IFAD Decision Tools for Rural Finance (2003)

IFAD Policy on Rural Finance (2009)

IFAD Policy on Targeting

Various Learning Notes (Gender; Project Targeting; Rural Finance; Designing for
Implementation; Monitoring and Evaluation; and Sustainability)

Other miscellaneous reference documents

World Bank, Lebanon Country Assistance Strategy, 2005. Report 34463
Delegation of the European Commission to Lebanon, European Neighbourhood and
Partnership Instrument: Country Strategy Paper 2007-2013



Logical framework

Narrative Summary Outputs/Key Indicators Means of Verification Assumptions/Risks
Goal

Reduce rural poverty by e Reduction in the prevalence of malnutrition among children under five (weight for age, height for e Baseline and impact surveys, UNICEF e Minimum internal and external
substantially increasing age, weight for height). data. shocks;

agricultural productivity and e Households with improvement in household assets ownership index. e National livelihood and poverty surveys. e Economic growth.

income of the targeted e Increased agriculture-based income of women and men in the household (by 20%). e Project progress reports.

households o Completion assessment.

Purpose/Objective

Improved livelihoods and
income for 6,280 farm
households through an
increase in the quantity,
quality and marketing of
agricultural production.

% increase in water availability for agriculture in the targeted areas;
% increase in household income from agriculture;

% increase in area cultivated with high-value crops;

% increase in market share of smallholder farmers.

Project progress and financial reports.
Mid-term review.

Completion assessment.

IFAD direct supervision.

Direct feedback from beneficiaries.

¢ FSCs are able to access the
market and ensure a sustainable
demand and supply chain.

o Satisfactory performance of PMU,
MDT and FSC.

Outcomes/Component

Component 1:
Improvement in soil and
water management and
development of
small/medium-size water
harvesting and soil and water
conservation measures.

1.1 Water availability increased by 890 000 m® through water harvesting works.

e Construction of least 20 small lakes and 2 medium-size lakes and 50 earth and 50 concrete
reservoirs construction.

1.2 Irrigated areas increased by 350 ha.

e Irrigation distribution systems installed, area served, and volume of water delivered.
e Terraces and stone retaining walls installed, area improved.

1.3 Farmers’ groups formed to operate and maintain irrigation & water harvesting works

e« Number and membership of farmers groups managing water infrastructures, gender disaggregated.

1.4 Technical assistance provided for improved irrigation and soil and water conservation practices.

e Training sessions delivered to the FMTs and held for farmers.
o Studies, detailed designs and supervision for hill lakes construction produced.

Progress reports / supervision reports.
Field visits.

Field visits by PSC and IFAD.

Direct feedback from beneficiary farmers.

eSustainable functioning of farmer
groups managing the structures.

eRigorous selection criteria for
selection of the sites for the hill
lakes by PMU and FMTs .

Component 2:

The provision of sustainable
technical, marketing, and
organizational support
services by the FSCs
resulting in improved
incomes through better
agricultural productivity and
marketability of the 4500
targeted households.

2.1 At least 3 FSCs established to provide demand-driven marketing and extension services

o Number of farmers trained and adopting extension messages.
e 4500 of the targeted households receive FSC extension services.
e FSC performance results developing in line with business plan forecasts.

2.2 Extension and marketing support in focus areas results in improved income and production

Farmer production capability and income in as a direct result of the FSC support.
Number of farmers adopting production practices that reflect market demand.

2.3 FSCs operate efficiently and provide services on a commercial basis to ensure sustainability

e A minimum of 25% of the farmers of the project area use FSC services in year 1.
o By 5" year, FSCs recover 100% of their recurrent costs.

2.4 Market linkages established and farmer marketing channels improved in focus areas.

eAnnual increase in quantity of local produce marketed by FSCs.
eNumber of long-term supply contracts established between FSC and farmers in project focus areas.

2.5 Increased collaboration with other FSCs and relevant institutions, projects, and private sector.

e FSC linked with any national network of extension support and market information services
e Regular contact with Ministry of Agriculture at regional and national level.

2.6 Development of Farmers’ groups and associations is supported and strengthened.

o Number of participating farmer groups established and strengthened.
e By end of year 2, 100% of participating farmers groups and associations attained proper legal status

Field supervision reports.
FSCs progress and financial reports.
Field visits by PMU and IFAD.

NGOs reports
Secondary information on marketing and
export from the focus areas.

Direct feedback from beneficiary farmers.

Availability of qualified NGOs for
the management of FSCs;

Farm households are receptive
and engage in project activities.
Market access and demand
secured.

Favourable prices to motivate
farmers

Cooperation among farmers
Legal and social challenges are
overcome.

Component 3:

Project efficiently
coordinated and managed to
better support results and
implementation.

*«PIM prepared and agreed upon. Professional staff timely recruited for the PMU and AWPB achieved
«FMTs and project support is set in each focus area;

«M&E and knowledge management system in place and functional.

eContracts with private sector and associations timely concluded.

«100 percent of IFAD loan/grant disbursed.

e Project progress and M$E reports;
e Project audit report.

o Impartial recruitment of staff
Adherence to transparent
procurement

e Gender factors included in staff,
service provider conditions
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