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Negotiated financing agreement: "Harmonised Actions
for Livestock Enhanced Production and Processing
(HALEPP)"

(Negotiations concluded on 27 July 2017)

Loan Number:
Grant Number:

Project Title: Harmonised Actions for Livestock Enhanced Production and Processing
(HALEPP) (“the Project”)

The Lebanese Republic (the “"Borrower/Recipient”)

and

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

WHEREAS the Borrower/Recipient has requested a Loan and a Grant from the Fund to
partially finance the Project, and

WHEREAS the Fund will endeavor to obtain additional financing for the Project from a
donor or donors through the IFAD Facility for Refugees, Migrants, Forced Displacement
and Rural Stability (FARMS), to cover the financing gap of approximately USD 5 million
and enable the Project to reach the Project targets and especially those related to host
communities/Syrian refugees.

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).

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 four million nine hundred thousand United States

dollars (USD 4 900 000).

B. The amount of the Grant is six hundred thousand United States dollars
(USD 600 000)
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2. The Loan is granted on ordinary terms, and shall be subject to interest on the
principal amount of the Loan outstanding at a rate equal to the IFAD Reference Interest
Rate, payable semi-annually in the Loan Service Payment Currency, and shall have a
maturity period of eighteen (18) years, including a grace period of three (3) 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) of the General
Conditions.

3. The Loan Service Payment Currency shall be the United States dollar (USD).
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. There shall be two Designated Accounts for the benefit of Project denominated in
USD and maintained in the Central Bank of Lebanon:

A. Designated Account A will receive the proceeds of the Loan through the
Ministry of Finance's pooled treasury account for loans.

B. Designated Accounts B will receive the proceeds of the Grant through the
Ministry of Finance's pooled treasury accounts for grants and donations.

7. The Borrower/Recipient shall provide counterpart contribution in kind for the Project
in an amount equivalent to one million eight hundred thousand of United States dollars
(USD 1 800 000).

Section C

1. The Lead Project Agency shall be the Ministry of Agriculture (MoA).

2. The following are designated as additional Project Parties: participating NGOs, and
Universities.

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

Section D
The Financing will be administered and the Project supervised by the Fund.
Section E

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

(a) Key Staff, including a Project Director, Financial Manager and a Procurement
Officer, have been duly appointed;

(b) A draft Project Implementation Manual (PIM) including the Financial
Administration and Accounting Manual, has been approved by IFAD; and

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



Appendix I EB 2017/LOT/P.11

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

For the Borrower/Recipient:

Minister of Agriculture

Ministry of Agriculture

Bir Hassan, Ambassador Street
Lebanon

For the Fund:
The President
International Fund for Agricultural Development

Via Paolo di Dono 44
00142 Rome, Italy

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 LEBANESE REPUBLIC

INTERNATIONAL FUND FOR
AGRICULTURAL DEVELOPMENT

Gilbert F. Houngbo
President
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Schedule 1
Project Description and Implementation Arrangements

I. Project Description

1. Project area. The Project shall be national in scope and cover all 7 governorates:
Mount Lebanon, North Lebanon, Akkar, Bekaa, Baalbek-Hermel, Nabatieh and South
Lebanon. The project shall largely focus on the Lebanese communities who are among
the poorest and the most affected by the influx of Syrian refugees, as well as Syrian
refugees by implementing its interventions in the poorest cadasters out of a total of
1,653 cadasters in the country. About 15% of these cadasters are home to 67% of the
most deprived Lebanese and 87% of Syrian refugees.

2. Target population. The major target groups shall be as follows:

o Poor and smallholder dairy cattle farmers.

o Poor and smallholder semi-extensive farmers with small ruminants.
. On-farm and off-farm small scale to medium processors.

o Syrian Refugees engaged in dairy production and processing.

o Youth engaged in dairy production and processing.

3. Goal. The overall goal of the Project is to contribute to the reduction of rural
poverty of resource-poor Lebanese rural households and Syrian refugees.

4, Objectives. The development objectives of the Project are: (i) to increase the
income of smallholder dairy producers and processors; and (ii) to increase employment
opportunities of young Lebanese in communities affected by the Syrian crisis and young
Syrian refugees living in these communities.

5. Components. The Project will have three core components that envisage a humber
of complementarities between initiatives and subcomponents.

5.1 Component 1. Enhancing competitiveness of smallholder dairy producers.

The expected outcome of this component is to enhance smallholder dairy farming
productivity and supply of quality milk; this will be achieved through outputs delivered
under two activities.

(a) improving capacities of targeted smallholder dairy farmers; and

(b) Improving animal management, health and productivity of cattle dairy herds
and small ruminants’ flocks in the project area.

5.2 Component 2. Improving small-scale value addition and access to market.

The expected outcome of this component is improved nutrition through increased
consumption of dairy products, better quality dairy products at the household level,
strengthened and competitive small and mid-size dairy processors, and reduced post-
harvest losses of milk. This will be achieved mostly through training of producers and
processors in best practice. The outputs will be structured under three subcomponents:
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5.2.1 Supporting aggregation and value addition. A training program will be designed to
increase awareness on milk hygiene, handling and processing focusing on women
household members in charge of milking animals and milk processing at home. The focus
will be on the introduction and use of simple innovations and technologies that results in
higher yield and improved quality products.

5.2.2 Improving access to finance. Subcomponent outcomes are to increase formal
financial sector lending in the smallholder dairy sector. The objective of this
subcomponent is to demonstrate the viability of sustainable inclusive finance in the rural
smallholder dairy market.

5.2.3 Supporting a dairy stakeholder platform for inclusive policy dialogue. This activity
will have three main outcomes: (i) an inclusive national policy dialogue platform is
established/strengthened and plays an active advocacy role for the interest of the
smallholder dairy sector; (ii) regional innovations platforms are established, address
technical constraints at local level and ensure upward flow of information; and
(iii) consensus based self-regulation mechanisms (for quality, price, etc.) are established.

5.3 Project management and support. This is the third component.

II. Implementation Arrangements
6. The Lead Project Agency.

6.1 The Lead Project Agency shall be the Ministry of Agriculture (MoA). Project
implementation shall combine making use of relevant directorates within the MoA and
outsourcing to qualified institutions (universities and international organisations), NGOs
and private service providers. Their involvement would be through call for proposals and
performance- based MoUs.

6.2 A specially created Project Management Unit (PMU) with qualified staff recruited on
a competitive basis will coordinate the Project. The PMU will be under MoA, reporting to
the Minister through the Animal Recourses Directorate. The PMU core staff will include a
full time Project Director and professional and support staff to oversee the day-to-day
operations of the project, namely: Financial Manager, Procurement Officer, Accountant,
Monitoring and Knowledge Management and Community Mobilization-Targeting/Gender
Officer. In addition, the relevant staff from the Animal Resources Directorate and
Education and Extension Service will be involved in the project management on a part
time basis. Appointment and removal of these key staff members shall be subject to
IFAD's non-objection.

6.3 In line with the practice for IFAD-funded projects in Lebanon, a Project Steering
Committee (PSC) will be established to provide policy direction for the project; review
and approve annual work plans and budgets; and provide oversight to the project
management team to ensure effectiveness. The PSC will be chaired by the Minister of
Agriculture. Membership of the PSC will include: representatives of the Ministry of
Agriculture, General Cooperatives Directorate, Ministry of Social Affairs, Office of the
Ministry of State Displaced Affairs, and Ministry of Industry.

7. Financial Management. To facilitate the efficient management of the financial
management system, the Borrower/Recipient shall, through the Ministry of Finance
(MoF), channel the proceeds of the Loan from the loan treasury account in the Loan
Service Payment Currency at the Banque de Liban to the Designated Account of the
Project by a letter signed by both the Head of Treasury and the Central Treasury Cashier
of the MoF. Upon each withdrawal of the proceeds of the Loan the Borrower shall,
through MoF, open Additional Budget Lines (budget classification numbers: 1-14-1-421-
12-9-2; 1-14-1-421-16-9-9; 1-14-2-4214-11-4-2; 1-14-2-4214-11-6-4; 2-14-1-421-
226-2-1;  2-14-1-421-226-3-1; 2-14-1-421-226-4-1; and 2-14-1-421-228-8-1)
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equivalent to the amount of such withdrawal of the Loan proceeds, provided that the
total amount allocated to all such budget lines during the life of the Project up until the
financing closing date shall not exceed the amount of the Loan. For the purposes of the
Loan, the said Additional Budget Lines could be opened in the budget of a specific year
up until 31 January of the following year and those contracted or not contracted are
carried forward per the request of the MoA.

8. For the purposes of the Loan, transfer of funds between different budget lines shall
be carried out and approved by both the Minister of Finance and the Minister of
Agriculture.

9. The Borrower/Recipient shall, through MoF, open an account for the Loan in its
Chart of Accounts to record all disbursement amounts that are channeled to the
Designated Account mentioned in Section B Paragraph 6 A above. The said account shall
be settled periodically based on expenditures statements in the Loan currency signed by
the Minister of Agriculture and provided to MoF before end of each fiscal year for
expenditures incurred up to October 31st of said Fiscal Year, and before end of January
31st of the following year for expenditures incurred in November and December for the
previous Fiscal Year

10. Mid-term Review. The Fund shall carry out a review of project implementation no
later than the end of the project’s third year. The review shall assess operational aspects
such as project management and implementation of activities as well as the extent to
which the objectives are being fulfilled. It will focus on corrective actions needed for the
project to achieve impact.

11. Project Implementation Manual (PIM). The PMU shall prepare a draft PIM acceptable
to the Fund and submit it for approval to the Project Steering Committee (PSC). When
approved, a copy of the approved PIM shall be provided by the PMU to the Fund. The
PIM may be amended with IFAD's non-objection when necessary to introduce clarification
in procedures, eliminating constraints for project implementation and for facilitating
access of producers to the project services.
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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 net of tax, government and
beneficiary contribution.

Loan Amount Grant Amount
Allocated Allocated
Category (expressed (expressed
in USD) in USD)
L. Equipment & Materials (including vehicles) 945 000
II1. Cor!sultancies (Inclucl_ing technical 1 620 000 600 000
assistance, and studies)
ITII. Training 800 000
Iv. _Salaric_as and Allowances (including 1 040 000
incentives)
V.  Operating costs 250 000
Unallocated (5%) 245 000
TOTAL 4 900 000 600 000

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

Category IV "Salaries and Allowances" means Eligible Expenditures related to
salaries and allowances of the PMU staff and other Ministry of Agriculture staff
under component three as defined in the AWPB.

Category V "Operating costs" means Eligible Expenditures related to recurrent
costs incurred by the PMU or other entity as defined in the AWPB under the
Project.

2. Start-up Costs. Withdrawals in respect of expenditures for start-up costs incurred
before the satisfaction of the general conditions precedent to withdrawal shall not exceed
an aggregate amount equivalent to USD 200 000.



Logical framework

Results Hierarchy

Indicators (indicators will be disaggregated by age and gender. Up to
30% of beneficiaries will be Syrian refugees). Baseline figures will be
updated after baseline survey in year one

Means of Verification

Assumptions
and Risks

Name Baseline Mid-Term | End Target | Source :;equen ses[’ons'b'"t
Goal: contribution to = % of people experiencing - % 20% 50% RIMS Baseline PMU, M&E = Security setback
reduction of rural economic mobility (RIMS 3 CI1, baseline and officer due to
poverty of resource- SDG target 1.1 & 1.2 and impact Completio unpredictable
poor Lebanese rural survey n situation in
households and Syrian | = % of people with improved food | - % 30% 60% Lebanon and
refugees. security neighbouring
Development = % increase in smallholder dairy | producers | 10% 20% Project Annually M&E officer countries (R)
Objectives: producers and processors incomes | 200 USD Monitoring
(i) to increase the (RIMS 3) /cow, reports = Stable
income of smallholder processor macroeconomic
dairy producers and * Number of FTE employment @ 500ltrs 1,000 3,000 Project Baseline M&E officer context (A)
processors, and (ii) opportunities created (RIMS2, CI | 12,000 Monitoring and
increase in 2.5.1) usb reports Completio
employment n
opportunities of young - %
Lebanese in
communities affected = Percentage of persons / 15% 30% Project Baseline M&E officer
by the Syrian crisis and households  reporting  positive | 500 Monitoring | and
young Syrians living in integration with host communities | LBP/liter reports Completio
these communities - % n
Outcome 1: milk = % decrease in cost of production 10% 30% Trade Baseline M&E officer Agents and
production improved in per litre of milk (RIMS2, CI 2.2.2) statistics and collectors opposed
quality and yield = % increase in milk productivity 3,750 cow | 109 25% and Project Completio to direct linkages
(liter per animal (RIMS 2) 45 sheep M&E system | n between producers
113 goat 30% 50% and processors (R)
0%
= % of disease outbreaks reduction | 600

(RIMS2)
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Results Hierarchy

Indicators (indicators will be disaggregated by age and gender. Up to
30% of beneficiaries will be Syrian refugees). Baseline figures will be
updated after baseline survey in year one

Means of Verification

Assumptions

and Risks

Name Baseline Mid-Term | End Target | Source :;equen Sesponsmlllt

Outputs: = No. of Smallholder farmers 1,500 4,000 Project Quarterly | M&E officer

1.1 Technical benefitting from extension Monitoring

knowledge and skills of (RIMS1) reports

smallholder farmers are

improved

. 1 1

1.2 Animal . health | | National Animal Disease

status of Fhe.: dairy herd Information System revamped

and flock is improved (RIMS2)

Outcome 2: quality, = % increase in dairy products for -% 20% 30% Project M&E | Baseline, M&E officer = Commercial

diversification and sale supported processors (RIMS 2, CI system mid-term banks not

of dairy products 3) - SDG target 2.3 & 10.2) and interested in

improved for on-farm = % increase in sales of dairy -% 10% 20% Completio financing  rural

and off-farm dairy products (Leben, Lebnah, Cheese) n activities (R)

processing (RIMS2, CI 2.1.2) = Various dairy
value chain
actors are

Outputs: = # of processors and cooperatives 300 1580 Project Quarterly | M&E officer willing to

2.1 technical trained in dairy processing and - Monitoring participate in the

knowledge and marketing (RIMS2, CI 2.1.3) reports programme (A)

managerial capacities = # of units accessing renewable - 200 500 = Government

of dairy processors are energy (RIMS 2, CI 3.1.3) enforcement of

improved = #of persons/households reporting | - 1,000 2,000 quality control of

2.2 Improved access to using rural financial services - imported dairy

finance (RIMS 2, CI 2.3.1) products (A)

2.3 stakeholder = # of representatives of small 70 70

platform for inclusive
policy dialogue is
supported.

producers and processors in
platform (RIMS2, CI P2)
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