EB 2009/98/R.44 President’s memorandum Dhamar Participatory Rural Development Project

Modification to the loan agreement – Supplementary grant

Background

The IFAD loan of SDR 10.90 million (equivalent to approximately US$14.01 million), which was approved by the Executive Board at the 76th session, was extended on highly concessional terms. 
The total project cost amounted to US$22.65 million

Project objectives

To support the rural population of Dhamar governorate by enhancing household food security, raising household incomes, and improving the living conditions and development participation of small farm households and village communities.

Current project status

· The project’s implementation performance is fully satisfactory.

· Ninety-two community infrastructure projects have been completed.

· 58,000 rural inhabitants are receiving benefits.

· Innovative extension methods have been introduced.

· The structure for informal rural finance has been developed
· Project management has adopted a management culture based on team spirit, gender sensitivity and transparency.

· The project is influencing national and governorate policies on community development and agricultural services
Rationale

1. The project design is compliant with applicable IFAD policies and guidelines, has been reviewed and cleared by all internal technical and management review mechanisms, and has already been approved by the Executive Board
2. The project is mature and operates successfully on the basis of a participatory and gender-sensitive approach.

3. The Government is committed to full implementation of the project in accordance with the project design parameters and legal documentation
Proposed modifications to the loan agreement

The Government has formally requested that IFAD provide supplementary financing of US$7.50 million for the project. The proposed supplementary resources will be integrated within the existing project design and will cover its financing shortfall.
The proposed modifications to the loan agreement, which have been discussed and agreed with the Government, are as follows:

· Renaming of the loan agreement as the financing agreement, as the existing loan will be supplemented by the supplementary grant resources;
· Revision of the allocation of loan proceeds to include the supplementary grant resources; the SDR equivalent of the US$7.50 million will be distributed across the existing expenditure categories;
· Fifteen-month extension of the project completion and loan/grant closing dates, from 30 September 2011 to 31 December 2012 and from 31 March 2012 to 30 June 2013 respectively, to allow sufficient time for the implementation of activities financed by the supplementary resources.
With these additional resources, together with increased resources from the Government and beneficiaries, the total project cost will increase from US$22.65 million to US$24.07 million.

Recommendation
That the Fund shall provide a supplementary grant to the Republic of Yemen in an amount equivalent to … special drawing rights (SDR…) and upon such terms and conditions as shall be substantially in accordance with the terms and conditions presented herein.
