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AIDE-MEMOIRE

L. A World Bank team visited Lebanon during March 30-April 8, 2015 to appraise the Lake
Qaraoun Pollution Prevention Project (P147854). The mission was composed of Mr, Mohammed
Benouahi (Lead Wastewater Consultant) and Ms. Suiko Yoshijima (Environmental Specialist). Mr.
Sepehr Fotovat {Sr. Procurement Specialist) and Ms. Rima Koteiche (Sr. Financial Speicalist) joined
the mission from Beirut. Maria Sarraf (Task Team Leader supported the mission from Washington).
Mr. Chaogang Wang (Sr. Social Specialist) conducted a social review of the project on March 261,
On April 7, the mission conducted field visits to Zahlé to visit the Bekaa Water Establishment (BWE)
and Zahié wastewater treatment plant (WWTP),

2. The mission met with H.E. Mohammad Al Mashnouk, Minister of Environment (MoE), H.E.
Arthur Nazarian, Minister of Energy and Water (MoEW), H.E. Nabil Ei J isr, President of the Council
for Development and Reconstruction (CDR) and their teams. The mission also met with counterparts
from the Ministry of Finance (MoF), Ministry of Agriculture (MoA), the Litani River Authority
(LRA), BWE, the Food and Agriculture Organization (FAQ), Italian Cooperation and the Lake
Qaraoun Committee. The mission would Iike to thank all counterparts for their excellent collaboration
during its stay in Lebanon. :

3. A Wrap up meeting was held at CDR on April 1, 2015. The mission is pleased with the
progress made in preparing the project and concluded with the counterparts that the project is ready
to be negotiated. This Aide Memoire was shared with the counterparts at the end of the mission. The
next sections summarize the main key findings and agreements reached.

Key Findings-and Next:Steps - "0 T e e

4. Expansion of sewage network feeding into Zahlé WWTP
a) Zahié networks: Design of Zahlé networks, which constitutes about 50% of project costs, has
been finalized. Detail design, drawings and BOQ have been finalized and all the safeguards
requirements (EMP, LAP and design review of WWTP) have been satisfied. Tender documents
will be prepared by end of April, 2015. This investment is ready for implementation,
b)Zahié WWIF is an associated facility funded by the Italian Cooperation. Field visit was
conducted on April 7,2015. The WWTP works are proceeding well and most equipment is already
at the site. The treatment plant is expected to be operational by end of October 2015.

5. Expansion of sewage network feeding into Anjar WWTP

a) Cost_estimate: During the mission, a revised cost estimate was provided for Anjar sewage
networks requiring additional US$10 million. Following discussions with CDR and MoEW, the
CDR requested the Bank to raise its funding by US$5 million, the remaining US$ § million will
be funded by the Government.

b)dnjar WWTP: The mission met with the Italian Cooperation to discuss the status of the WW TP
in Anjar, Funding for Anjar WWTP was approved by the Italian Cooperation in March 2015. The
financial agreement will be submitted for Government approval by May 2015,
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6. BWE accounts for year 2014 have been finalized but not approved by the BWE’s Board and
Government authorities. BWE is behind in implementing the USAID funded integrated information
system which includes a module on accounting and finance (based on 2005 water by-laws). Although
the contract funded throngh USAID has now ended, BWE is funding from its own resources the
completion of this f.uportant task.

7. BWE billing and collection have improved during the last years. Collection rate increased
from 19% in 2009 to 35% in 2014. However this remains low and below standard collection (70-
80%). The current highly sensitive political and security situation in the Bekaa region further hinders
BWE’s ability to improve collection and enforce regulations. BWE has recently developed a propasal
with concrete measures to further improve its collection. The new proposal focuses on: undertaking
a new customer survey, outreach to political and municipal authorities that interact directly with
people explaining the necessity to pay for water consumed, payment modalities and legal implications
and sanctions for those who refuse to pay; review old debts and consider forgiveness of some old bilis
and so on.

8. Retroactive Financing. To allow early launch of project activities, the Govermment is
considering the use of retroactive financing. The amount and type of expenses, which are expecied to
be retroactively financed, have been discussed during the mission. It was agreed that the CDR will
send a request for retroactive financing to the Bank before negotiation.

9. The next steps include:

- Finalize tender document for Zahlé sewage network April 30, 2015
- CDR submits a request for retroactive financing April 30, 2015
- Finalize project agreements between CDR and FAQ May 1, 2015

- Negotiations (proposed to be held via Video Conference) May 5-6, 2015
- Submission for Board approval July 22, 2015

Project description -

Component 1: Improve the collection of municipal sewage (estimate US355 million)

10.  This component will finance activities that increase sewerage collection in areas where
wastewater treatment plants have been (or are planned to be) constructed. It will finance:

Investment 1: Expansion of sewage network feeding into Zahlé WWTP (US$26 million}.

Il.  The Zahté WWTP, is part of Lebanon’s wastewater master plan, and is currently under
construction with funding from the Italian Protocol. The plant is expected to become operational in
October 2015. The plant is designed with a capacity for a daily flow of 37,300 m® for 2015 and 56,000
m® for 2030. The plant will connect to an existing network of about 350 km. The project intends to
finance: the construction of about 108 km of new sewerage network, and the rehabilitation of part of
the old network, and 6,000 new house connections. Consultants have finalized the detailed design,
the drawings and the BOQ. Tender documents are expected to be ready by end of April 2015. The
area that will be covered is: Greater Zahlé (including Karak and Ksara); Saadnayel; part of
Taalabay; Quaa EI Rim; Hezzerta; and part of Forzol, with an estimated equivalent population of
200,000 (excluding Syrian refugees). This investment is ready to be implemented.



Investment 2: Expansion of sewage network to connect to Anjar WWTP. (US$19 million}.

12.  The Anjar WWTP, located close to the Litani River, is planned to be constructed with funding
from the Jtalian Cooperation. A feasibility study has been completed for the treatment plant to serve
17 localities from the West Beqaa and Zahlé districts. The ltalian Cooperation is expected to fund
the construction of the WWTP as well as the sewage network to serve 7 localities (Anjar, Majdel
Anjar, Saouiri, Barr Elias, El Marj, Er Raouda and Qabb Elias), 2 main collectors and 3 pumping
stations to convey all wastewater generated from the remaining 10 localities. In this project, it is
proposed to include the expansion of the sewage network to connect 10 localities (Bouerij, Chtaura,
Mraijet, Jdita, Jiala, Makse, Qabb, part of Taalabaya, Taanayet, Wadi Delem and Zebdol) fora
total population of 80,000 (excluding Syrian refugees). The cost estimate for this component has been
revised and increased by US$ 10 million. It was agreed that the Bank would increase its initial funding
from USS$14 million to US$19 miilion and the Government will fund the remaining US$5 million.

13.  The ltalian Cooperation has confirmed its financing to the Anjar Wastewater plan and related
network by letter dated January 28, 2015. During the mission, the WB team met with the Jalian
Cooperation who confirmed that this financing has been approved by their Board of Directors in
March 2015. In May the Italian Cooperation will submit 2 draft financial agreement to
CDR/Government for sighature.

Investment 3: Expansion of sewage network to connect to Abiah, El Ferzol, Aitanit WWTPs
(US$3.5 million)

14, The Aitanit WWTP has been constructed with funding from USAID and has a capacity of
5,000 m? per day'. The treatment plant is connected to four villages: Baaloul, Qaraoun, Altanit, and
Machgara, with a total population of 22,3002 The plant currently operates under capacity, at a flow
of 500-700 m? per day. It is proposed that this component finances the network expansion of the
Aitanit WWTP in these four villages.

15. A consultant firm has been recruited by the CDR to carry out an environmental audit for
Aitanit WWTP as a first step to assess the feasibility of expanding the sewage network feeding into
the plant. Findings indicate that the plant is in principle performing well, however, some issues
including sludge management have been identified. Comments were provided during the mission and
the consultant will revise the audit report.

Component 2: Increase the adoption of IPM practices {estimate US$1.5 million)

6.  The mission met with its counterparts at FAO and discussed the proposal prepared for the
implementation of this component. Indicators and targets were discussed and agreed as follows:

«  Number of farmers adopting IPM practices. There are about 1,500 relatively large farms
(> 40 du) in the Zahlé and West Beqaa cazas. About 50 percent of them are cultivated with
potatoes and vegetables. Thus, the project will target 750 farms. It is expected that at least 30
percent of them will adopt these practices by the end of the project, which corresponds to 225
farmers. In the targeted farms, the project will focus on reducing the use of fertilizers and
pesticides, as described below.

+ Reducing fertilizers. The main agrochemical polluter of the river is nitrate, while potato is
the main crop being over fertilized. The recommended amount of nitrogen is 11.5 kg/du, while
farmers are currently using 3 times as much (about 31 kg/du). This component aims at

| Environmental and social safeguasd studies for Lake Qaraoun poliution prevention project, Ceordination Meeting, Sept 24, 2014,
2 This includes 4,000 people in Balaoul, 6,000 in Qaraoun, 1,300 people in Altanit, and 11,000 people in Mashghara (USAID 2010b).



reducing this amount by 50 percent, to about 15 kg/du. It will target 16,000 du, corresponding
to 25 percent of the total potato area in the West Beqaa and Zahlé cazas. Therefore, the
component will reduce the fertilizer use on potato areas by about 240 tons (15 kg/du * 16,000
du).

7. The mission also discussed the contractual agreement with FAO. A sample contractual
agreement is attached in Annex 3.

Component 3: Technical Studies in Solid Waste, Water Quality Monitoring, Capacity Building,
and Project Management (estimate US%3.5 miiffion)

MoEW: Technical studies in Solid Waste Management (estimaie US$0.6 million )

18.  There is no change to this component and activities and discussion that took place at pre-
appraisal have been confirmed. This component includes technical studies for sorting and landfill
facilities and for the closure and rehabilitation of dump sites (based on the Master Plan for Closure
and Rehabilitation of Uncontrolled Dumps, 201 1) as well as the recruitment of a solid waste expert
(as part of the PMU) to be seconded to the MoE. The MoFE will prepared a TOR for a solid waste
expert.

LRA: Improvement in Water Quality Netwerk and Water Resources Modeling/LRA (estimate
US$0.8 million).

20.  The scope of this sub component has been reconfirmed with LRA representatives. It will
include a) increasing the number of water quality monitoring location in the Upper Litani from 10
(currently) to 20; b) providing assistance water quality monitoring c) undertaking clean up campaigns.
TORs for a communication specialist have been prepared. TORs for a water specialist are under
preparation. During the mission, targets related to trash removal werc discussed. Quantity of trash
removed from Litani river banks is targeted to 250 m*/year which makes the total removal of 1,250
m* by the end of the project.

Capacity building of the Bekaa Water Establishment {estimate US30.6 million),

21, The need to strengthen BWE’s capacity was discussed during the mission. BWE is working
with the GOL to fill critical positions needed to manage and supervise its activities. It is also facing
difficulties atfracting highly qualifies professionals due to mainiy low salaries provided within
Government’s compensation scheme. Using consuliants and contractors have been so far the solution
to respond to BWE’s basic needs. The Bank has identified 3 key positions to fund under the proposed
project (a wastewater engineer, an administrator/customer relation officer and a financial officer).
Draft TORs have been prepared and will be shared with CDR and BWE before negotiations.

22. Despite effort made during the last 3 years, BWE collection rate remains weak. The issues
are multiple. Some of them are inherent to BWE structure, collection efficiency, and control
mechanism and, in some cases, BWE’s inability to enforce its rules and regulations due to the highly
sensitive political and security situation in the Bekaa. Given the eritical role that collection plays
BWE has prepared and submitted a new proposal to its Board to revisit the issue of how to reinforce
the collection aspects.

23. Operations and Maintenance (O&M) is an important issue for BWE, The Government has
been subsidizing the O&M of Baalbeck and Nabi Chit Water Supply and Wastewater Treatment
Plants. The mission was informed that BWE will no more benefit fiom Government assistance for



O&M and that it was expected to fund it from BWE own resources. Given the new investments in
wastewater, O&M are expected to increase over time. Until BWE’s revenues (tariffs/fecs) and
collection improve on a larger scale; Government assistance will still needed. It is worth noting that
most countries, including developed ones, subsidize the wastewater sector especially the treatment
part. This is considered an environmental public good where Government contribution is required.

Capacity building of the Ministry of Energy arnd Water (estimate US30.5 million).

24.  The MOEW is in charge of overseeing the wastewater sector performance. The assistance will
focus on following on sector strategy the tariff structure, completion of wastewater master plans in
districts (caza) where it does not exit. It will also include the recruitment of an advisor to the Minister
for wastewater management.

Project Management Unit (estimate US$0.5 million) and Unallocated/Contingencies (US$1
million) :

25, Avery lean PMU will established at CDR and will consist of a fuli time project manager and
a procurement specialist. CDR currently has capacity to undertake the financial management (FM)
responsibility of the project. Should it become necessary it will hire “on a need basis™ a FM specialist.
Similarly, it will hire on a need basis an environmental/social consultant. Technical Experts will be
recruited as part of the PMU but will be based in their respective organizations and will report to both
CDR and implementing agencies. For example: the solid waste expert will recruited by CDR and will
be based at the MoE.

26.  BWE financial resources come from 3 activities: water supply, irrigation water and recently,
wastewater. The main source of income comes from water supply fees. The irrigation sub-sector being
limited and the wastewater has just started with very low fees. The main problem is that only a fraction
of the households connected to the water system is paying the bills, while a great number of
households (30-50%) are illegally connected and not paying at all. Several awareness campaigns
have been carried out with the assistance of donors and have helped increase collection rates. It is
worth noting that the new management is making efforts to improve the collection rate. As a result,
collection rate increased from 19% in 2009 to 35% in 2014. No increase was noticed in year 2014,
however, a lot is needed to reach an acceptable level (70 — 80%), so that BWE can face its rising
costs, especially by adding new responsibilities related to wastewater facilities,

27.  The overall financial situation of BWE will face further challenges, given its rising cost
structure. Energy, pavroll, O&M and other expenses have increased by about 200% between 2009
and 2014, without taking into account the depreciation of fixed assets.

28.  However, as mentioned above, the new management has made positive impact on BWE as a
whole. BWE is now able to pay a portion of electricity bills, to pay regularly its staff, including social
security due to Government, and has currently cash on hand equivalent to approximately 1.5 year
worth of BWE’s salaries and benefits.

29.  During the mission, the WB team discussed with BWE the long-term financial sustainability
of the Establishment. The BWE s Business Plan prepared a couple of years ago has to be revised, as
some basic assumptions are no longer valid and many parameters will need to be re-assessed. BWE
agreed on two scenarios for its future financial projections from 2015 to 2022, date of expected praject
completion. BWE will be running deficits during the project period under both scenarios given the
fact that both tariffs and collection rates are fow. Government will have to reassess the financial



situation of BWE in light of increasing cost of wastewater. Stopping subsidies at this critical Jjuncture
especially on the wastewater sector would have negative impact on BWE operations.

Procurement

30.  As already discussed CDR should designate a qualified Procurement Specialist, preferably
already experienced with World Bank Procurement Guidelines and practices, for the Project. Contract
management capacity needs to be improved by hiring qualified consultants to ensure timely decision
making and amendments Lo contracts as needed. Procurement Plans will be prepared and published
based on Bank Guidelines (a draft Procurement Plan is attached in Annex 2). Bank Standard Bidding
Documents and RFPs are to be used for the Project. Publication of contract award will be done as
required by the Bank Guidelines.

31, Itwas noted that CDR is planning to use the services of FAQ for one of Component 2, as FAQ
is uniquely qualified for the assignment. CDR needs to Justify this based on paragraph 3.15 of the
Guidelines, before the contract could be awarded. This should include the draft contract and its
estimated value. (A sample draft TA Agreement with FAO has been provided during the mission and
is attached as Annex 3 to this AM. Given the length of this agreement it is provided in a separate
file).

32. It should be noted that based on standard agreement with FAO, the payments are done semi-
annually based on the accepted Work Plan but secured under one blanket Withdrawal Application for
the total amount of contract as reflected under Article 111

33. In case of retroactive financing, this needs to be revised to allow payments by CDR during
retroactive period, as the blanket Withdrawal Application for Bank’s Direct Payment could only be
used after Project Effectiveness.

34. Next Step: Request for Single Sourcing of FAQ along with the justifications.

Financial Management

35, During this mission, FM arrangements were agreed with the implementing agency CDR. The
following are the main FM areas that were discussed:

36.  Staffing. The project FM implementation will be handled by the existing Financial Officer
(FO) of CDR in addition to his current assignments on other World Bank financed projects. The CDR
O has adequate experience in managing World Bank financed projects and thus this would facilitate
an efficient implementation of the project FM arrangements.

37.  Project Accounting Software, As mentioned in previous missions, CDR has already in place
a customized accounting software that has been used for the FM implementation of the World Bank
financed projects and that can be used for this project as well to record project’s accounting
transactions and generate the project’s Interim un-audited Financial Reports (IFRs). Additionaily, the
mission reiterated to the need to ensure that the assets module is well operational to capture the
recording of the Fixed assets acquired under the project and related works.



38, Flow of Funds. The project will be financed through a lending from the World Bank to the
government of Lebanon. A Designated account (DA) for the project’s loan funds will be opened at
the Banque du Liban (BDL) in USD. The funds from the World Bank will be transferred directly to
the project DA with no transit mto the Treasury sub-account for Ministry of Finance (MOF), since
CDR is an entity that is exempted from that procedure. Accordingly, this will allow to avoid delays
in getting the fund and thus result in improved project’s disbursements. CDR will use this DA to pay
for eligible expenditures related to components activities that the World Bank is financing. The
project may request

36, Retroactive financing. The project may request retroactive financing of up to 20% of the
loan amount for eligible expenditures under categories works, goods, consultant’s services and
training, and operating costs made on and up to 12 months prior to the date of Loan Agreement
signing, Payments for items procured must be in accordance with applicable Bank Procurement
procedures.

40.  Interim Financial Reports (IFRs). The Project IFRs format will be agreed on between the
Bank and the Project by negotiations. The Project’s consolidated IFRs, will be sent to the World Bank
by no later than 45 days after the end of cach quarter. The project will produce quarterly consolidated
interim unaudited financial reports (IFRs) and annual project financial statements in compliance with
International Public Sector Accounting Standards (IPSAS). The quarterty consolidated IFRs will be
submitted by CDR within 45 days after the end of the said quarter to the Bank in-order to monitor on
a more frequent basis the financial progress of the Project. The format of unaudited JFRs that will be
used for the Project will be agreed with the Bank by Project negotiations, needs to be consistent with
IBRD formats and in accordance with IPSAS, and will be included in the PIM. The [FRs will be
composed of? (i) Statement of Cash Receipts and Payments by category for the year then ending and
cumulatively from inception date up till the year ending including funds received from third parties;
(ii) Accounting policies and explanatory notes including a footnote disclosure on schedules; (iii)
Statement of Designated Account reconciling period-opening and end balances; (iv) Statement of
project commitments, showing contract amounts committed, paid, and unpaid under each project’s
signed contract; (v) Statement of expenditures by category for the quarter and cumulative, and (vi} a
comprehensive list of fixed assets.

41.  External audit. CDR is responsible for selecting and entering into a contract with an
independent, and qualified external audit firm acceptable to the Bank that will undertake annual audits
of the project financial statements. The external audit TORs will be agreed with the Bank and included
in the PIM. The Project audit report and management letter will be submitted within 6 months after
the end of the audit period. Moreover, according to the new Bank disclosure policy effective July i,
2010, the Bank as well as the Borrower make publicly available the borrowers’ audited annual
financial statements for all investment lending operations for which the invitation to negotiate is
issued on or after July 1, 2010, as per OP/BP 10.02, Financial Management. Accordingly, this
Project’s audited annual financial statements once issued and accepted by the Bank will be made
available to the public on the CDR website

Environment and Social Safeguards

42.  The Project’s Environmental and Social Management Framework (ESMF), the Project’s
Resettlement Policy Framework (RPF), and the Environment Management Plan (EMP) for Zahlé
sewage network (component 1, investment]) have been cleared by the Bank and disclosed in country
(February 11, 2015) and at the World Bank Infoshop (February 12, 2015). They also have been
translated into Arabic and disclosed in country (February 27, 2015) and at the World Bank Infoshop
(March 2, 2015).



43. The Land Acquisition Plan (LAP) for Zahlé sewage network and the design review of Zahie
WWTP were cleared by the World Bank and disclosed in country (March 13, 2015) and at Infoshop
{March 18, 2015).

44, Although requirements before appraisal have been satisfied, the project needs to prepare site
specific EMPs, LAPs (as required) for the networks for Anjar and Aitani, audit report for Aitani and
submit them for clearance by the World Bank before construction starts.

45. Expropriation Decree. About 2 km of new sewerage network construction will involve
acquisition of 12 plots of privately owned lands. The total area of permanent land acquisition is about
6221.84 square meters in two municipalities of Zahle and Hazzerta. The draft expropriation decree
has been prepared based on the land survey and is under the review of CDR Expropriation
Department. It was agreed that CDR will send the draft decree to the two municipalities for their
endorsement by April 20, 2015. Once endorsement is obtained from the municipalities (they have 15
days to response}, the decree will be sent to CDR Board for approval,
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Goods and Werks and Non-consulting services: List of contract packages which will

Annex 2: Procurement Plan:

following ICB, NCB, shopping, and direct contracting methods:

List of Contract Packages

be procured

i 2z 3 4 3 6 7
Ref. No. Contract Estimated | Procurement P-Q Review by Expected
(Description) Cost (USS,i Method (Yes/Mo) Bank Bid Opening
millions) {Prior/Post) Date

QC1WI1 | Bxpansion of sewage collection to 247 ICBANCB No Prior September 2016
connect to the Zahlé WWTP

QCIW2 | Expansion of sewage network to 18.1 ICB/NCB No Prior September 2018
connect to the Anjar WWTP

QCIW3 | Expansion of sewage network to 33 NCB No Post September 2017
connect to the Ajtanit WWTP

QC3G1 | Purchase water monitoring stations 0.1 Shopping No Prior " September 2017

QC3NCI1 | Awareness campaigns - LRA (.25
{multiple campaigns)

Consulting Services: List of consulting assignments (QCBS, QBS5, FBS, LCS, CQS, 88§, IC

methods).
List of Consulting Assignments
1 2 3 4 5 . 6
Estimated , Review by :
Ref. No. Description of Assignment Cost {(US§, SI:;::;:?; Baok Egpchaiie“.d _PropDos;a]s
miltions) (Prior/Post) | - DU Tission Date

QCIC] Supervision of sewage collection to connect to 1.04 QCBS Prior September 2016
the Zahlé WWTP

QCI1C2 Design and supervision of sewage network to .82 QCBS Prior September 2017
connect o the Anjar WWTP

QCIC3 Design and supervision of sewage network to 0.14 QCBS Post September 2016
connect to the Aitanit WWTP

QC2C1 Promote the use of GAP, including IPM 1.5 S8S (FAO) Prior Tuly 2016

QC3C1 Technical studies in solid waste management - 0.35 QCBS Prior September 2016
MoE

0C3C2 Water expert - LRA 027 IC Prior of TOR

0C3C3 Communication expett - LRA 0.18 IC Prior of TOR

0C3C4 Wastewater engineer - BWE 0.21 IC Prior of TOR

QCICS Customer relations officer - BWE 0.18 IC Prior of TOR

0C3Co Financial officer - BWE 0.21 1C Prior of TOR

QC3C7 Capacity building of MoEW 0.48 icC Prior of TOR

QCacs Solid waste epxert - MOE 0.25 IC Priot of TOR

QC3CY Project management (project manager; part- .3 ic
time procurement, part-time environmental/
social)

QC3CI10 Audit report 0.09

10
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REPUBLIC OF LEBANON
MINISTRY OF FINANCE

THE MINISTER

3 &({{- o May, £, 2013

Mr. Ferid Belhaj
Director

Middle East Department
MENA Region

World Bank

Beirnt, Lebanon

Subject: Reguest for Wortd Bawk Finaacing of the Lake Qarapun Pollution Prevention
Project

Dear Mr. Bethaj,

Reference to the letter of Mr. Nabil E Jist, President of the Council for Development and
Reconstruction (CDR) dated April 20, 2015 concemning the need to finance the Lake
Qaraoun Pollution Prevention project and following discussions made between the World
Bank, the Ministry of Finance, the Council for Development and Reconstruction, the
Ministry of Energy and Water, the Ministry of Agriculture, she Ministry of Environment, the
Litani River Authority, and the Bekaz Water Establishment since August 2013 until the
Appraisal mission in March 2015, we would like to request the World Bank to consider
financing the Lake Qaraoun Pollusion Prevention project.

The general objective of the project is to reduce the leve) of water pollution in the
Qaraoun Lake. The main componenis of the praject are:

- Expansion of sewage network feeding into Zahle Wastewater Treatment Plant.

- Expansion of sewage netwark 16 sonnect to Anjar Wastewater Treatrnent Plant.

- Expansion of sewage network to connect 20 Aitanit Wastewater Treatment Plant;

. Increase the adoption of the Integrated Post Meanagement {[PM) practices,

- Technical studies in solid waste, water quality monitoring, capacity building and
praject management.

Rased on the above, we kindly request the World Bank 1o consider financing the project
amounting to US$55 million for the implementation of the activities of the Lake Quaraoun
Pollution Prevention project. -

Finally, as you know according fo the world Bank's procedures, eligible expenditures
incurred a year before the effectiveness of the World Bank loan can be covered by loan
proceeds through a retroective financing mechanism. Therefore the Ministry of Finance



supports the CDR request for retroactive financing of 20% of the loan amount {equivalent
to USE11 million). Please note that the World Bank contribution will cover 100% of the
cost of the activities.

Please accep! our appreciation for the continued suppart of the World Bank to Lebanon,

Yours sincerely,

MiHIB1ER
_OF BIALCE

pl
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Mr. Ferid Belha]

Country Director

Middle East Department

Middle East and North Africa Reglcn
The World Bank

Subject: Request for World Bank Financing Lake Qaracun Pollution Prevention Proiect.

Dear Mr. Belhaj,

Reference to the request made by the Government of Lebanon to the World Bank to support in
funding activities of the Business Plan for Combating Pollution of the Qaraoun Lake. And after
several World Bank Missions that visited Lebanon on 19-23 Asigust 2013, February 26 - March 7
2014, September 23-30, 2014 and the Appraisal Mission on. the March 30 until April 8, 2015.

The Ministry of Finance received the Aide Memoire of the Appralsal Mission which reflects the
results of the status of preparation of the project and-the cost estimate of the proposed activities
following discussions made between the World Bank Mission and the Ministry of Finance, the
Council for Development and Reconstruction, the Ministry of Energy anci Water, the Ministiy of
Agriculture, the Ministry of Environment, the ‘Litani River, Authorlty and the Bekaa Water
Establishment. The main components of the project ale -

- Expansion of sewage networkifeedmg_mto Zahl ewater Treatment Plant;

- Expansion of sewage network to connect to Anjar Wastewater Treatment Plant;

- Expansion of sewage network to connect to Aitanit Wastewater Treatment Plant;

- Increase the adoption.of IPM practices; :

- Technical studies'in sohd waste, watar quality momtorlng, capacnty buﬂdmg and project
management. : :

With reference to the letter of Mr Nabil El Tisr, President, Council for Development and
Reconstruction (CDR), dated: Aprzl 20, 2015 concerning the request for financing of the “Lake
Qaraoun’ P@Ilution ‘Prevention Pro;ect the Mlmstry of Finance hereby would like to support the
CDR requests to the World Bank for financial assistance (Loan) in the amount of US$55 million
for the implementation of activities of the Lake Qaraoun Pollutien Prevention Project, taking into
consideration: that the remammg cost of the project for US$5 million will be funded by the
Lebanese Government

And according to ﬂre’-;World Bank’s procedures, eligible expenditures incurred a year before
the effectiveness of th 3ank loan can be covered by loan proceeds in a retroactive
financing mechanism. Therefore the Ministry of Finance supports the CDR requesis for
retroactive financing of 20% (equivalent to US311 million) of the loan amount. Please note
that the World Bank contribution is considered to cover 100% of the cost of the activities.

We look forward to hearing from you at your earliest convenience,

Sincerely yours,

Ali Hassan Khalil

Minister of Finance

Copy to:
- Mr. Nabil A. El-Jisr, President, CDR — Fax no. 00961-1-981252




The World Bank
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April 15,2015 &

HE. Ali Hassan Khalil i
Minister of Finance B
Ministry of Finance i
Beirut, l.ebanon o
(Transmission by fax: +961-1-642-762) g%
Subject: Lebanon — Lake Qaraoun Poilution Project g;

Appraisal Mission — March 30 - April 8, 2015
Transmission of Aide Mémoire

i o
A

Excellency,

On behalf of the World Bank, T would like to thank you and the officials of the Ministry of
Energy and Water (MoEW), the Ministry of Environment (Mok]}, the Ministry of Agriculture
(MoA), the Council for Development and Reconstruction (CDR), the Litani River Authority (LRA),
the Bekaa Water Establishment (BWE) and the Food and Agriculture Organization (FAQ) for the
very professional and cordiel support provided to the World Bank mission that visited Lebanon
between March 30 until April 8, 2015,

1 am pleased to confirm the findings and recommendations of the Bank mission as set out
in the attached Aide Mémoire, and would like to highlight the following key findings:

o Expansion of sewage network feeding into Zahlé Waste Water Treatment Plant
(WWTP). The design of Zahlé networks, which constitutes about 50% of project costs, has
been completed. Detailed design, drawings and BOQ have been finalized and all the
safeguards requirements have been completed. Tender documents will be prepared by end
of April, 2015, This investment is ready for implementation.

» Project cost increases to $55 million. During the mission, a revised cost estimate for the
expansion of the sewage networks feeding into Anjar WWTP was provided, which requires
an additional US$10 million in funding. Following discussions with CDR and MOEW,
CDR requested the Bank to raise its funding by US$5 million, and the Government will
fund the remiaining US$S5 miltion. Anjar WWTP and part of the networks will be funded by
the fralian Cooperation. The funding has been approved by the Government of Italy in
March 2015 and the financing agreement is expected to be sent by the Italian Cooperation
to the Lebanese Government for signature in May 2015.

» The World Bank recognizes the large effort undertaken by BWE over the past 3 years to
raise its billing and collection rates, Despite these improvemenits, the collection rate
remains low. The current highly sensitive political and security situation in the Bekaa region
further hinders BWE’s ability to improve collection and enforce regulations, BWE has




2

recently developed a proposal with concrete neasures o furiher improve its collection. The
new proposal focuses on: undertaking a new customer survey, citreach to political and
municipal authorities that interact directly with people explaining: the necessity to pay for
water consumed, payment modalities and legal implications and sanctions for those who
refuse to pay; review old debts and consider forgweness of some old bills and so on.

* Retroactive Financing, In order to allow early launch of project activities, the Government

is considering the use of retroactivé financing, The dmountand type of expenses, which. are
,;; expected t6 be retroactively financéd, were discussed during the mission. It was agreed that
the Government will send a request for retroactive financing o the Bank before negotiation,

e Proposed next steps:
- Finalize tender document for Zahlé sewage network: April 30, 2015
- CDR submits a request for retroactive financing: April 30, 2015
- Project negotiation: May 5-6, 2015. Proposed to be conducted by Video Conference
beiween Beirut and Washington, DC.
- Submission to Board approval: July 22, 2015

Sincerely yours,

Ceon o

Ferid Belhaj
Director, Middle East Department
Middle East and North Africa Region

Copy:
Mr. Merza H. Hasan, Executive. Director, the World Bank Group -~
Ms Nada Mufarrij, Senior Advisor tothe Executlve Director, the World Bank Group
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H.E. Nabil El Jisr gi%
President o
Council for Development and Reconstruction, Beirut, Lebanon gﬁ
(Transmission by fax: +961 1 981252 &
H.E. Mohammad Al Mashncuk ; i
Minister of Environment : -
Minisiry of Environment, Beirut, Lebanon ' ' b
{Transmission by fax: +961 1 976535) i

H.E Arthur Nazarian

Minister of Energy and Water

Ministry of Energy and Water; Beirut, Lebanon
{Transmission by fox: +961-1-449 639)

H.E. Akram Chehayeb

Minister of Agricultuie

Ministry of Agriculture; Beirut, Lebanon
(Transmission by fax: +961-1-849 618)

Dr. Wafa Charaf Eddine
Head of Funding Division
Coungcil for Development and Reconstruction; Beirut, Lebanon

(Transmission by email: wafac@edr gov.1b)

Ms, Randa Nemer

Advisor to the Minister of Energy and Water

Ministey of Energy and Water, Beirut, Lebanon

(Transmission by fawe; + 1 961 1 449 639 and email: raemer@cyberia. net.ib)

Dr. Manal Moussallem
Advisor to the Minister of Environment
Ministry of Environment, Beirut, Lebanon

(Transmission by fax: +961 1 976 535 and email: manal: moussatlem@undp-lebprojecis.org)

Mr. Talal Salam

Advisor to the Minister of Finance

Ministry of Finance; Beirut, Lebanon

{(Transmission by fox: + 961 | 981059 and emgil: Talol Salman@finance. gov.ih)

Ms. Nelly Habib

Business Analyst, WB Focal Point
Ministry of Finance; Beirut, Lebanon .
(Transmission by fox: + 961 1 981059)

Mr. Mareun Moussallem

Chairman and Director General

Bekaa Water Establishment; Zahlé, Lebanon

(Transmission by email: bekaawaterestablishmeri@gmail. com)

Mr. Adel Houmani
Acting Director General
Litani River Authority; Beirut, Lebanon

(Transwmission by fax. +961 1 660476:
Mr. Maurice Saade
FAQ Representative %
- Beirut, Lebanon o
(Transmission by email: Maurice Saade@fac. org) gﬁ
B
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