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Negotiated financing agreement: "Goksu Taseli Watershed
Development Project”

(Negotiations concluded on 9 October 2015)

Loan Number:

Grant Number:

Project Title: Goksu Taseli Watershed Development Project (“the Project”)
The Republic of Turkey (the “Borrower/Recipient”)

and

The International Fund for Agricultural Development (the “Fund” or “IFAD”)
(each a “Party” and both of them collectively the “Parties”)

hereby agree as follows:

Section A

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

2. The Fund’s General Conditions for Agricultural Development Financing dated 29 April
2009, amended as of April 2014 and as may be amended hereafter 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 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 Fifteen million nine hundred and fifty thousand Euros
(EUR 15 950 000).

B. The amount of the Grant is three hundred and fifty thousand Euros (EUR 350 000).
2. The Loan shall be subject to interest on the principal amount outstanding at a rate equal
to the IFAD Reference Interest Rate, payable semiannually in the Loan Service Payment
Currency, and shall have a maturity period of eighteen (18) years, including a grace period of
five (5) years starting from the date that the Fund has determined that all General Conditions
precedent to withdrawal have been fulfilled in accordance with Section 4.02(b).
3. The Loan Service Payment Currency shall be the Euro (EUR).
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.
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6. There shall be two Designated Accounts in EUR for the purpose of financing the Project
opened and maintained in the Central Bank of Turkey.

7. The Borrower/Recipient shall provide counterpart financing for the Project in the amount
of approximately three million eighty-five thousand United States Dollars (USD 3.85 million) for
Project financing and foregone taxes.
Section C
1. The Lead Project Agency shall be the Ministry of Food Agriculture and Livestock (MFAL).
2. Additional Project Parties are listed in Part Il of Schedule 1.
3. The Project Completion Date shall be the seventh anniversary of the date of entry into
force of this Agreement.
Section D
The Loan will be administered and the Project supervised by the Fund.
Section E
1. The following are designated as additional general conditions precedent to withdrawal: (a)
A qualified Senior Accountant shall have been hired through a competitive process with terms of
reference acceptable to the Fund, and (b) the Project Implementation Manual (PIM) shall have
been adopted.
2. This Agreement is subject to ratification by the Borrower/Recipient.
3. The following are the designated representatives and addresses to be used for any
communication related to this Agreement:
For the Borrower/Recipient:

Prime Ministry of the Republic of Turkey

Undersecretariat of Treasury

Inonu Bulvari No. 36 06510

Emek, Ankara

Turkey
For the Fund:

President

International Fund for Agricultural Development

Via Paolo di Dono 44

00142 Rome
Italy
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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/Recipient.

THE REPUBLIC OF TURKEY

Authorized Representative

INTERNATIONAL FUND FOR
AGRICULTURAL DEVELOPMENT

Kanayo F. Nwanze
President
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Schedule 1
Project Description and Implementation Arrangements

I Project Description

1. Target Population. Project Beneficiaries shall be 32,098 households living in 202 villages
with a total population of 114,151. The majority is engaged in fruit and field crop production on
166,536 hectares (of which only 15% is irrigated), and in keeping small flocks of small ruminants.
In addition, the Project shall benefit around 120 nomadic households living on rangelands in the
Project Area.

2. Project Area. The Project shall be implemented in selected villages of 9 districts of Konya
and Karaman provinces of Central Anatolia. The Project Area includes 202 villages that are
situated in the mountainous parts of the 9 districts where the elevation varies between 600 meters
(m) and 1 800 m (the “Project Area”).

3. Goal. The overall Goal of the Project, as phase one of a two-Project Programme, is to
reduce rural poverty by supporting economic diversification through value chain development and
sustainable natural resource management.

4, Objective. The Project Development Objective is to increase farmers’ income from
improved agricultural production and marketing activities in the targeted area with strengthened
resilience to climate shocks. The Project shall also contribute to improving the standards of living
of the nomadic Yoruk tribes in the highlands of the Taurus Mountains, through capacity building
that will assist them to organize for improved management of the common natural resources and
investments in animal and rangelands development.

5. Components. The Project shall consist of three Components: (i) Agricultural Productivity
and Natural Resource Management, (ii) Market Access Enhancement, and (iii) Project
Management.

5.1 Component 1. Agricultural Productivity and Natural Resource Management: This
Component will improve overall agricultural productivity and profitability by sustainable
management of available and often scarce land and water resources in upland areas
through good agricultural practices and climate smart investments that reduce external
shocks. There shall be two sub-components: (i) Improved Agricultural Productivity and
Quality, and (ii) Natural Resource Management. Improved Agricultural Productivity and
Quality will focus on upstream of the value chains (VCs) of promising crops in the Project
Area and target gaps critical to improve productivity and quality. Natural Resource
Management will promote best practices and introduce adaptation measures for climate
resilient investments on agricultural and grazing lands. Under this Component, the
counterpart financing will cover expenditure related to investment in Vegetable Production,
Efficient Irrigation Practices, Access Roads to Pastures and Terracing on Agriculture Land.

5.2 Component 2. Market Access Enhancement: This Component will increase the incomes of
the farmers through higher farm gate prices, and improved market knowledge and linkages.
The Project will support farmers to reduce post-harvest losses and add value to
accommodate market demands for quality, volume, regularity, homogeneity, range of
varieties and packaging and branding. The Component will build on the untapped
entrepreneurial capacity of the semi-commercial smallholders and will have two sub
components: (i) Capacity Building for Marketing, and (ii) Value Chains Development.
Capacity Building for Marketing will improve the knowledge and skills of small farmers and
organizations (FOs) where they are members (e.g. development cooperatives, producers’
associations). Such improvement is imperative for these producers to ensure remaining
competitive and accelerate the shift from “semi-subsistence farming” to “farming as a
business”. This will be accomplished through extensive training and capacity building for
producers and/or the FOs in order for them to make production and marketing decisions
that are guided by the value chains of crops that they produce. Value Chains Development
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will finance, through the Matching Grants Programme (MGP), downstream investments by
the beneficiaries in support of the marketing of the improved production and quality under
Component 1. Service providers and enterprises that add value to the farm gate or those
that provide services to existing and new VCs will be eligible to benefit.

Under components 2 and 3, the counterpart financing will cover expenditures related to
developing Strategic Investment Plans and seconded government staff respectively.

Il Implementation Arrangements

1. Project Duration. The Project shall be implemented over seven years. The first year
(2016) of implementation will predominantly be dedicated to initial studies, surveys, gap
analyses, and demand assessments. Activities in the first year will nevertheless not exclude
investment activities as long as they are supported with viable business plans. In the first year,
priority will be given to the capacity building, awareness raising, sensitization and
comprehensive training of all stakeholders on the approaches and opportunities in the Project.
These activities will cover all producers, farmers organizations, Small and Medium Scale
Enterprises (SMEs), women, the Yoruk, and Project staff at all levels ranging from the Provincial
Directorates of MFAL (PDA) and District Directorates of Food Agriculture and Livestock (DDAS)
to MFAL in Ankara.

2. Implementation. The Lead Project Agency shall be the MFAL located in Ankara. The
overall management responsibility will rest with the General Directorate of Agrarian Reform
(GDAR of MFAL) in Ankara where a Central Project Management Unit (CPMU) will be
established. The responsibility for field implementation will lie with the Provincial Directorates of
Konya and Karaman for the respective implementations in these provinces. To be able to take
advantage of experiences gained from various internationally funded projects when it is needed
by GDAR technical assistance can be procured from related international agencies which have
experience in providing similar technical assistance in project management and coordination.

3. Provincial Project Management Units. Two Provincial Project Management Units
(PPMUSs) will be embedded in the PDA in Konya and Karaman and will be charged with the day-
to-day field management and implementation of the Project. All staff of the CPMU and the two
PPMUs will be seconded from the cadres of MFAL. Eight multi-disciplinary Farmer Support
Teams (FSTs), each one comprising specialists for field crop production, horticultural production
and agricultural economics, where one will be female and will be assigned by the PDA to the
PPMUs to carry out extension services and maintain frequent contact with the beneficiaries.
Each team will be responsible for one or more districts identified based on their number of
villages and the proximity of those to each other and the district centers.

4, Project Parties. Several government agencies are active in the Project Area. Close
collaboration and coordination will be sought with the following that are directly related to the
objectives of the Project and will complement its rural poverty reduction and marketing
enhancement initiatives: (i) the Konya Regional Development Administration (KOP); (ii) the
Regional Directorate of Forestry of the Ministry of Forestry and Water Affairs (MFWA); (iii) the
Greater Metropolitan Municipality of Konya; (iv) the Governors’ Offices of Konya and Karaman
as Turkish Employment Agency (ISKUR) and Ministry of National Education (MONE); (v) the
Mevlana Development Agency (MEVKA); (vi) Agency for Small and Medium-scale Enterprises
(KOSGEB), (vii) the German Cooperative and Raiffeisen Confederation (DGRV); (viii) EU
Instrument for Pre-Accession Assistance in Rural Development (IPARD) Local Offices in Konya
and Karaman; and (ix) the Provincial Chambers of Agriculture and of Trade and Industry.

5. Financial Management. The CPMU shall have overall responsibility for financial
management of the Project and shall be supported by PPMUs in Konya and Karaman
respectively. The CPMU and PPMUS will be established and housed within existing Ministerial
and Provincial Directors bodies. Systematic interventions of internal controllers and auditors will
allow for strong internal controls. The CPMU will be staffed with a Senior Accountant recruited
competitively and each of the PPMUs shall have an accountant seconded from within the PDAs.
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6. Project Implementation Manual (PIM). The CPMU will develop a draft PIM covering all
aspects of implementation, management structure, staff terms of reference, financial
management arrangements, etc. which will be submitted to the Fund for no objection. The Lead
Project Agency shall adopt the PIM substantially in the form approved by the Fund. When the
need arises the PIM can be revised at the request of GDAR with the non-objection 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 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. All amounts are 100% net of taxes and counterpart contributions
provided by the Borrower/Recipient (as specified in Schedule 1) and contributions from

beneficiaries:
Category Loan Amount Allocated Grant Amount Allocated
(expressed in EUR)
(expressed in EUR)
I Works 785 000
Il. Equipment & Materials 860 000
lll.  Goods, Services & Inputs 5700 000
IV.  Consultancies 320 000 110 000
V. Training & Workshops 2 840 000 240 000
VI.  Grants & Subsidies 3 000 000
VIl.  Salaries and Allowances 570 000
VIIl.  Vehicles and Operating Costs 285 000
Unallocated 1590 000
TOTAL 15 950 000 350 000

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

“Consultancies” under category IV of the Grant shall mean eligible expenditures incurred
related to International and National Technical Assistance on Marketing Advisory
Services.

“Training” under category V of the Grant shall mean eligible expenditures incurred related
to international and domestic study tours, and language courses.

“Grants & Subsidies” under category VI of the Loan shall mean eligible expenditures
incurred related to Matching Grants Programme (MGP) to Individual Farmers Existing
and New Enterprises, Informal Groups, Farmers Associations, New SMEs, etc.

“Vehicles” under category VIII of the Loan shall mean eligible expenditures incurred for
rented vehicles and mini-buses.
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Narrative Summary

Key Performance Indicators®

Means of Verification

Assumptions (A) / Risks (R)

Goal: Reduced rural poverty by
supporting economic diversification.

Project Development Objective:

Increased farmers’ income from improved
agricultural production and marketing
activities in  targeted areas with
strengthened resilience to climate shocks

32,000 households in targeted areas
report increased income by 20%

32,000 households in targeted areas
report improvement in assets ownership
index by 20% (RIMS level 3)

Farmers in targeted areas
increased net farm income
improved access to
infrastructure, financial
markets by 20%

report
through
productive
services and

Component 1: Agricultural Productivity and Natural Resource Management

Outcome 1:
Farm productivity sustainably increased

e 8,000 small producers in targeted areas

report improved productivity by 20%

= Baseline and completion survey
=  State Statistical Committee
=  Government statistics

=  UNDP/WB reports

= Baseline & completion survey

= Government statistics and
TARBIL monitoring

= Interviews/focus groups

= Baseline and completion survey
=  Programme M&E system

= MTR

=  MFAL surveys and reports

=  TARBIL monitoring

! The final targets will be validated at base line to be conducted in year one and will be disaggregated by gender.

=  Stable macroeconomic atmosphere
(A) _ _ o

= Poverty reduction remains priority
agenda

= Programme outcomes stimulate
economic growth (A)
=  Competition weakens robustness of

markets (R)

= Availability of qualified service
providers for group facilitation,
training and extension activities (A)

= Farmers are willing to invest in
development of the farm production
capability (A)

T'A3d/EC’'d/LO1/STOC 93
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Narrative Summary Key Performance Indicators®

Means of Verification Assumptions (A) / Risks (R)

Component 2: Market Access Enhancement

e Farm gate product value in the selected

Outcome 2: Smallholder producers =~ Value Chains increase by 30%

receive higher product prices e Post-harvest losses reduced by 20 % for

smallholders producers

Outcome 3: Sustainable increase of
soil water moisture

e 25% increase in soil moisture is reported.

e Baseline survey, mid-term and
completion reports

e MFAL surveys and reports e Competitiveness of local products
e Records of wholesale and retail are maintained (R)

markets e Continuity of MFAL staff (R)
e Focus groups/interviews

e TARBIL monitoring

e Soil testing study e Climate change is in line with
current predictions
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