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SUMMARY OF FINDINGS:   

The purpose of this IEE, in accordance with 22 CFR 216, is to provide the first review of the reasonably foreseeable effects on the environment, as well as recommend threshold determinations, for USAID South Sudan’s loan portfolio guarantee agreements, under their Agricultural Credit Expansion in South Sudan (ACESS) program, with the lending counterparties to the DCA Agreement. With the assistance of the DCA guarantee, Equity Bank, Kenya Commercial Bank (KCB) and Finance Sudan (collectively, the “Lenders”) will provide loans to individuals and non-sovereign enterprises operating in or supporting the agricultural sector or engaging in agricultural-linked activities in Eastern Equatoria, Central Equatoria, Western Equatoria, and Jonglei states of South Sudan.

This IEE sets forth USAID’s strategy to ensure that the lending counterparts to the DCA Agreement (the “Lenders”) provide loans to Borrowers to undertake activities that are environmentally sound. This IEE allows for future amendments as new activities are included or existing ones are extended or cancelled. USAID/South Sudan staff, the lending banks and the micro-finance institutions are responsible for continuous monitoring and evaluation of activities to ensure they remain in compliance. This will be achieved through review of project progress reports, and by holding discussions with implementing banks on compliance with environmental procedures and policies. 
IEE Threshold Determinations
The following environmental threshold determinations are recommended. These are contingent on the following GENERAL CONDITION:

Environmental Due Diligence. Lenders, working with cognizant USAID project staff, shall provide to the USAID South Sudan COR a plan or protocol specifying the Lender’s environmental due diligence process, and how the borrowers will address the respective pesticide and land clearance guidelines. This plan must be verified and approved PRIOR to any disbursement of loan funds. The due diligence process shall be adequate to identify and implement appropriate actions with respect to the following:
· Loans supporting procurement of pesticides

· Loans funding or supporting the conversion or clearance of new lands for cultivation

· Activities enumerated under Section 2.02 of the attached “Limited Guarantee Agreement for South Sudan: Criteria for a Qualifying Loan”
“Appropriate actions” are as defined by the Guarantee agreement and the specific conditions enumerated in the table below.

The IEE includes threshold determinations of Negative Determination with Conditions, meaning that DCA-backed activities are not expected to have a significant adverse environmental impact if the specified mitigation measures are implemented and actively monitored.
	DCA Loan Guarantee Action
	Threshold Determination 
(with conditions, if applicable)

	1. Issuance of DCA-guaranteed loans that fund PURELY:
· education, training, technical assistance or training programs; ad/or   

· analyses, studies, academic or research workshops and meetings;  and/or
· document and information transfers;
	Categorical Exclusion per  22 CFR 216.2(c)(2)(i),  (iii), and /or (v) , respectively..  


	2. Issuance of DCA-guaranteed loans that support the procurement of pesticides
	A Negative Determination is recommended pursuant to 22 CFR 216.3(a)(2)(i), subject to the following conditions: 

· Lenders will not issue loans until such time that a complete and current governing PERSUAP is duly reviewed and approved by USAID.
 

· Lending funding the procurement of pesticides will be limited to Borrowers receiving adequate technical assistance through existing USAID-funded agricultural development projects in South Sudan (e.g., FARM and S4D projects). 

· Lenders will advise Borrowers of the requirements of the governing PERSUAP or derivative Pesticide Guidelines.

· Lenders will provide cognizant USAID project staff with the name and contact information of Borrowers to facilitate delivery of pesticide-related technical assistance and monitoring and evaluation. This technical assistance must address the environmental soundness of funded activities.   

	3. Issuance of DCA-guaranteed loans that fund or support the conversion or clearance of new lands for cultivation
	A Negative Determination is recommended pursuant to 22 CFR 216.3(a)(2)(i), subject to the following conditions: 

· Lending supporting land clearance/conversion will be limited to Borrowers receiving adequate technical assistance through existing USAID-funded agricultural development projects in South Sudan (e.g., FARM and S4D projects). 

· Lenders will include with the Borrower’s loan package a paper copy of the Guidelines and Procedures for ‘Good Stewardship’ Practices in the Rehabilitation of Agricultural Land of the Equatoria Region of South Sudan, developed by the USAID-funded FARM project. 

· Lenders will provide cognizant USAID project staff with the name and contact information of Borrowers to facilitate delivery of technical assistance and monitoring and evaluation. This technical assistance must address the environmental soundness of funded activities.   

	4. Issuance of all other DCA-guaranteed loans 

	Given the prioritization by USAID of certain potential adverse environmental impacts (i.e., those related to pesticide procurement and land clearance), the balance of activities anticipated to be funded through the DCA Loan Guarantee program present a lower level of risk and do not warrant the establishment of specific conditions. Consequently, a Negative Determination is recommended pursuant to 22 CFR 216.3(a)(2)(i).



Monitoring and Evaluation
The overall responsibility to ensure that activities under any loan covered by the DCA guarantee are environmentally sound (including compliance with USAID Pesticide Guidelines) and comply with applicable law and regulations rests with the Lenders and shall be clearly stated in the DCA agreement.
Per ADS 204.3.4, USAID/South Sudan COR and/or MEO will “actively monitor ongoing activities for compliance with approved IEE recommendations, and modify or end activities that are not in compliance” and ensure that adequate time and resources are available to bring all activities into compliance with the requirements of this IEE. If additional activities are added to this program and are not described in this document, an amended environmental examination must be prepared.
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INITIAL ENVIRONMENTAL EXAMINATION

PROGRAM/ACTIVITY DATA:
Program/Activity Number: 


TBD 
 
 

Country/Region: 

              South Sudan/East Africa

Program/Activity Title:   

 Agricultural Credit Expansion in South Sudan (ACESS)
1.0   BACKGROUND AND ACTIVITY / PROGRAM DESCRIPTION
1.1 Purpose and Scope of IEE
The purpose of this IEE, in accordance with 22 CFR 216, is to provide the first review of the reasonably foreseeable effects on the environment, as well as recommend threshold determinations, for USAID South Sudan’s loan portfolio guarantee agreements under the Agricultural Credit Expansion in South Sudan (ACESS) program, with the lending counterparties to the DCA Agreement. With the assistance of the DCA guarantee, Equity Bank, Kenya Commercial Bank (KCB) and Finance Sudan (collectively, the “Lenders”) will provide loans to individuals and non-sovereign enterprises operating in or supporting the agricultural sector or engaging in agricultural-linked activities in Eastern Equatoria, Central Equatoria, Western Equatoria, and Jonglei states of South Sudan.

The purpose of the credit guarantee is to encourage the Lenders to expand credit to areas that have agricultural potential but lack access to credit. Further, in an effort to bolster existing USAID agricultural programs in South Sudan, the DCA Agreement indicates that Lenders shall strive to have at least 50 percent of the value of the loans under coverage of the DCA guarantee to Borrowers specifically designated by USAID.

This IEE sets forth USAID’s strategy to ensure that the Lenders provide loans to Borrowers to undertake activities that are environmentally sound. It also allows for future amendments of the IEE, as new activities are included or existing ones are extended or cancelled. The Lenders are responsible for continuous monitoring and evaluation of activities to ensure they remain in compliance. 
The IEE also recommends a USAID/South Sudan environmental monitoring and evaluation system with the overall aim of ensuring that activities remain in compliance within the bounds of the conditions for implementation established herein. 
1.2 Background and Description of Program Activities
South Sudan has the agricultural potential of being a “breadbasket for Africa.” However, a range of factors undermine the country’s productive agricultural capacity and prospects for economic growth. These include: previous protracted wars; lack of access to credit facilities; rudimentary production systems; inadequate skills; weak support services, lack of policy support for women in rural areas; and constrained markets. There are currently few indigenous businesses. Effective, sustained nation-building will depend on the participation of a large number of South Sudanese in a growing economy.
USAID is supporting the Republic of South Sudan by promoting agricultural production and marketing systems as a basis for food security and livelihoods. USAID is also working to re-open feeder roads linking areas of production with centers of distribution. Combined, these activities are intended to provide market opportunities to help transition persons affected by conflict back into stable communities. 
1.3 Description and Purpose of the Project

The purpose of the ACESS program’s credit guarantee is to encourage the Lenders to provide credit to certain Borrowers within the agricultural sector that may not otherwise have access to credit. Lending under this DCA Agreement will be targeted in those states where USAID is currently implementing programs like FARM and S4D, and specifically to actors participating in such programs:
· FARM. The goal of increasing agricultural lending is particularly well aligned with sector-wide USAID initiatives such as the Food, Agribusiness and Rural Markets (FARM) project, a four-year effort (2010-2015) to develop small-holder commercial agriculture and enhance the value chains for key commodities. FARM is central to implementing the USG’s Feed the Future strategy for South Sudan. Feed the Future is a global initiative designed to improve food security and nutrition and improve market conditions for productive agricultural output. In South Sudan this equates to more effective natural resource management, support for maternal and infant health, infrastructure improvements, and technical and financial assistance to farmers. In this context, the DCA loan portfolio guarantee will empower individual producers to make longer-term investments in their agricultural enterprise. 
· S4D. Like FARM, the Seeds for Development (S4D) project focuses on improving food security through technical assistance to farmers and agri-business interests. S4D emphasizes the breeding and provision of high-quality seeds and planting materials, as well as other inputs such as fertilizers and seed inoculants, to improve farm output and develop the agricultural economy of South Sudan. 
In conjunction with the South Sudan Ministry of Agriculture and Forestry (MAF), FARM is implemented with the assistance of Abt, Inc., and S4D is implemented by AGRA
 and IFDC
 – known as S4D-AGRA and S4D-IFDC, respectively.  AGRA and USAID are co-financing the DCA Loan Guarantee.

Expected Results
Outputs: A DCA loan portfolio guarantee of $7 million will enable the Lenders to provide loans to targeted Borrowers that would not otherwise have access to credit in an effort to foster growth in the agricultural sector. The maximum allowed loan under this agreement is US$250,000, with typical loans expected to average US$20,000 - $50,000. The Lenders receiving loan guarantees under this agreement are:
· Equity Bank South Sudan Ltd.; initial US$2,000,000 maximum in loan disbursements
· KCB Sudan Ltd.; initial US$2,000,000 maximum in loan disbursements
· Finance (SS) Ltd.; initial US$250,000 maximum in loan disbursements
Outcomes: A DCA loan portfolio guarantee will demonstrate that the agricultural sector is credit-worthy and encourage the Lenders to increase their agriculture portfolios after the expiration of the guarantee.
Impacts: The resulting profitable portfolio of loans in the agricultural sector value chains will stimulate other credit institutions venturing into the support of other sectors of the economy.
2.0 COUNTRY AND ENVIRONMENTAL INFORMATION
2.1 Locations Affected
The proposed DCA loan guarantee will focus primarily on Western, Central, Eastern Equatorias,  and Jonglei States
2.2 Country Information
2.2.1 Socio-Economic Data
Demographic data specific to South Sudan is extremely limited. According to 1983 census figures, Sudan’s population—inclusive of present-day South Sudan—was estimated at approximately 20 million, with 80 – 85 percent settled in rural areas. More recent census data (1998-2004) varies widely, and results from the April 2008 census put South Sudan’s population at 8.2 million. Table 1 and Table 2 reflect approximations for data covering Sudan and South Sudan.  
	Table 1: Estimated Data for South Sudan

	Socio-Economic Data
	Natural Resources/Environment Data

	· Total Population (2012 est.) – 10.6 million 
· Population Under 30 (% of total) – 72%
· Urban Population (% of total) – 17 %
· Under 5 Mortality Rate – approx. 135
· Infant Mortality ( per 1,000 live births) – 102
· Literacy Rate (% of males 15+) – 40%
· Literacy Rate (% of females 15+) – 16%
· GDP (current $) – 13.2 billion
· Gross National Income per Capita –  $984 
· GDP Growth (annual %) – 7.2%
· Oil Exports as % of GDP – 71% 
· Inflation (annual %, 04/2011) – 8.6 %

· Poverty Rate (% of total population) – 51%
	· Total Land Area (hectares) – 64,432,900
· Population Density – 13/km2.
· Deforestation since Independence (est. % of total forests) – 40%
· Improved Water Source (% of pop. with access) 
Urban – 67%; Rural – 53%; Total – 55%
· Proximity of Drinking Water (% of population within 30 minute walk) – 62%
· Improved Sanitation Facilities (% of urban population  with  access) – 70 %
· Woodfuels or Charcoal (% of Total Energy Consumption for cooking) – 96%
· Woodfuels or Grass (% of population using as primary source of lighting) – 50%

	Sources: CIA Factbook; South Sudan; National Bureau of Statistics: Government of South Sudan Natural Resources Management Group


2.2.2 Physical Environment

South Sudan comprises 640,000 km2: roughly the size of Kenya, Burundi and Rwanda combined. It is a landlocked country, sharing borders with Sudan to the north, the Central Africa Republic and the Democratic Republic of the Congo (DRC) to the southwest, Uganda to the south, Kenya to southeast, and Ethiopia to the east.
South Sudan has a range of mountains straddling the border with Uganda, where the highest mountain peak—Kinyeti, at 3,187 meters—is located. South Sudan is entirely within the White Nile River basin. The White Nile originates from the Great Lakes of East Africa and runs through South Sudan and joins the Blue Nile in North Sudan before becoming the Nile River. The White Nile flows into the Sudd, a swampy basin of approximately 100,000 km2. This forms a large water mass, half of which is lost to evaporation and transpiration.
South Sudan encompasses stretches of tropical and equatorial forests, wetlands (including the Sudd swamps), savannah, and mountains. Vegetation in South Sudan is characterized by Sudanian woodlands, with lowland forest patches along the border with the DRC and the Imatong Mountains. Around the White Nile are very extensive swamps and floodplains. The most important montane forests in the South Sudan are in the Imatong Mountains in the extreme south, including Didinga and Dongotona Mountains. The high-agriculture-potential Greenbelt is in the southern states of Western Equatoria, Central Equatoria, and Eastern Equatoria. 
According to the 2006 Livelihoods Profile, the climate of South Sudan is predominantly sub-humid. Rainfall is favorable, with Western Equatoria and highland parts of Eastern Equatoria receiving 1,200 to 2,200 mm of rainfall annually. The lowland areas of Eastern Equatoria, Jonglei, Upper Nile, and Bahr el Ghazal receive between 700 and 1,300 mm of rainfall annually. The southeastern tip of Eastern Equatoria receives the least rainfall, about 200 mm annually.
Temperatures in South Sudan are typically above 25°C and can rise above 35°C, particularly during the dry season, which lasts from January to April. The hot, dry conditions trigger seasonal human and livestock migration to more permanent water sources (the toich), which serve as dry season grazing pasture. For some ethnic groups, such as the Dinka, these water sources also serve as fishing grounds.
Cultivated area in South Sudan has historically ranged between a minimum of one percent and a maximum of two percent of the total area (i.e., 640,000 – 1.3M ha). According to FAO-WFP (Crop and Food Supply Assessment Missions-CFSAM 1996-2007), about 950,000 ha are currently cultivated under cereals (sorghum being the main cereal, followed by millet and maize), yielding less than 1 ton per hectare. Agricultural potential is high with about 90 percent of the total area of South Sudan considered suitable for farming 50 percent of which is prime agricultural land. Soil and climate conditions allow for a wide variety of food and cash crops.
Sources: 
· Initial Environmental Examination for Sudan SOs 9, 10, and 11.

· Catterson et al, Sudan Environmental Threats and Opportunities Assessment, USAID, 2003.

· Menczer Karen et al, southern Sudan Environmental Threats and Opportunities Assessment: Biodiversity and Tropical Forest Assessment, USAID, 2007.

· Catterson et al, Programmatic Environmental Assessment of Road Rehabilitation Activities in southern Sudan, first draft, 2006.

· Agricultural Productivity and Marketing Assessment Report, Brown, May 2009.  

2.3 Host Country Environmental Laws and Regulations
South Sudan is the world’s newest country. While the Government of South Sudan (GoSS) formulates legislative and regulatory guidance related to impact assessment and environmental management, one can refer to the Interim Constitution of South Sudan 2005, which established that laws enacted in the Republic of Sudan will remain in effect until and unless GOSS promulgates news laws or regulations. A summary of these laws in reflected in Table 2 (overleaf). 
In general, however, environmental governance in South Sudan is weak, suggesting that adherence to USAID Environmental Procedures effectively exceeds host country standards in terms of performance and overall environmental protection. 
Table 2: Republic of Sudan Environment-Related Laws and Regulations
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3.0 EVALUATION OF PROGRAM ISSUES WITH RESPECT TO ENVIRONMENTAL IMPACT POTENTIAL

The objective of this Loan Guarantee is to increase the strength, numbers and size of medium- and small-scale enterprises in the agriculture value chain of South Sudan. Potential borrowers include farmers, agricultural producer organizations and associations, agricultural input suppliers, seed companies, as well as agricultural equipment providers, transporters, warehouse owners, aggregators, and post-harvest processors.
Lending to these individuals/entities presents the opportunity for a range of indirect adverse environmental impacts. While not a direct result of the loan-making process, which USAID aims to facilitate through the DCA loan guarantees, the role of such financing in the intensification of agricultural systems and corresponding change in environmental management practices regardless warrants careful consideration. Through mechanization, the use of agro-inputs, and increasing the amount of land under cultivation, Borrowers will use USAID-backed financing to invest in their operations and add value to the agricultural economy of South Sudan. Agriculture is a fundamentally environment-driven activity—from soil health, to water availability, and adaptability to climate change—and changes in predominant farming techniques and practices carry distinct environmental dimensions. 
Some of the indirect adverse impacts associated with expanded lending to the agricultural sector include, but are not limited to: 
· Over abstraction or withdrawal of local surface or groundwater resources for larger-scale  irrigation
· Accelerated topsoil loss through expanded cultivation on marginal lands (e.g. hillsides, floodplain, etc.); soil that is compacted by new machinery (e.g., tractors, trucks, etc.)
· Increase in road hazards as routes to market are paved and transport infrastructure and services refined
· Pollution from mishandling or misuse of previously unaffordable agricultural inputs
· Danger to untrained farm workers from more broadly available pesticides
· Loss of forest cover or sensitive habitats (e.g., wetlands) as land is converted for cultivation.
The threat of these and related potential adverse impacts will increase as growth of the agriculture sector sought by the loan guarantee program is realized. Given the critical link between agriculture and economic expansion across Africa, much-needed investment in South Sudan should consider potential environmental impacts in order to promote sustained growth, and to protect future generations’ efforts to draw value from the affected natural resources. Among the range of potential adverse impacts identified above, there are two categories requiring particular attention. They are:
· Potential adverse impacts related to the conversion of new lands for cultivation—it is reasonable to expect—indeed it is hoped—that improved access to agricultural capital will spur farm output and increase demand for a variety of good and services. The opportunity to expand production will be met in certain instances by the conversion of previously uncultivated land for farming. The primary concern in this scenario is loss of sensitive ecosystems or habitats. Deforestation and drainage of wetlands and riparian areas are not viewed as environmentally sound approaches to expanding agricultural production, as the ecological, biological, and, frequently, economic, trade-offs are typically very high; any such effort runs contrary to broader USAID environmental policy, and to internationally accepted norms of good environmental management. The encroachment of agricultural activities on protected areas (e.g., parks, preserves, land trusts, etc.) should also be avoided. 
· Potential adverse impacts related to the use of pesticides—increased agricultural lending is also expected to result in broader use of previously unaffordable or inaccessible pesticides. For example, agro-input dealers may use loan proceeds to procure additional quantities of a particular pesticide at a better price, or import previously unavailable products. Similarly, individual producers may seek financing to protect crops in the growing or post-harvest stages. Pesticide use carries significant risk of harm to human health and the environment. As pesticides become more widely available to help protect against agricultural pests and boost yields, a greater number of workers and communities will be put at risk of exposure through improper labeling, storage, handling, mixing, application, and disposal. Certain precautions must be taken to promote safer pesticide use in scenarios where USAID-backed financing is realistically expected to increase access to and use of these products, as is the case under this Loan Guarantee program.
The premise of the DCA Agreement is that the agriculture-related activities supported thereunder would not otherwise receive credit. In this scenario, however, USAID will not exert direct control over the loan-making process. Nor does USAID typically exert substantive control over Borrowers’ use of USAID-backed financing, i.e., how guaranteed funds are put to use on the ground. These constraints limit, but do not eliminate USAID responsibility for potential indirect adverse impacts (as described above) of the Loan Guarantee program. In practical terms, except where loan recipients are also beneficiaries of USAID-funded technical assistance (TA), such as the FARM or S4D projects, USAID is limited in the measures that it can mandate to address and/or mitigate potential adverse impacts. 
Recognizing these limitations, Section 2.02 of the Limited Guarantee Agreement (“Criteria for a Qualifying Loan”) provides that Lenders seeking to cover loans under the DCA guarantee that include the procurement of pesticides must either: a) obtain the prior written approval of USAID; or (b) adhere to the relevant “pesticide guidelines provided by USAID” (e.g., the governing Pesticide Evaluation Report and Safer Use Action Plan [PERSUAP]
). Moreover, such approval will be contingent on reasonable assurance that local environmental laws will be followed and USAID’s ability to assess the environmental impact of pesticide-related and similarly higher risk activities. (See highlighted portion of Appendix A.) 
While these requirements provide USAID an important legal safeguard and help to set expectations with Lenders, real-world agricultural financing in South Sudan will require a more focused set of conditions to achieve environmentally responsible loan making. Such conditions will necessarily account for broad differences in the goals and risks (i.e., liabilities) of the Lenders and Borrowers, as well as USAID. 
In this same regard, the Limited Guarantee Agreement does not specifically address a number of activities that could realistically be implemented by Borrowers targeted by the DCA loan guarantee program. Certain of these activities carry the risk of significant adverse environmental impact, including, among other things, agro-processing plant expansion (versus construction) and the construction and operation of concentrated animal feeding operations (CAFOs) or abattoirs, etc. This discrepancy further underscores the need to link DCA-guaranteed loans with realistic conditions that promote sustainable agricultural intensification and effective environmental management. 
4.0 RECOMMENDED THRESHOLD DECISIONS & MITIGATION ACTIONS 
(INCLUDING MONITORING AND EVALUATION)
The following environmental threshold determinations are recommended. These are contingent on the following GENERAL CONDITION:

Environmental Due Diligence. Lenders, working with cognizant USAID project staff,  shall provide to the USAID COR a plan or protocol specifying the Lender’s environmental due diligence process, and how the borrowers will address the respective pesticide and land clearance guidelines. . This plan must be verified and approved PRIOR to any disbursement of loan funds. The due diligence process shall be adequate to identify and implement appropriate actions with respect to the following :

· Loans supporting procurement of pesticides

· Loans funding or supporting the conversion or clearance of new lands for cultivation

· Activities enumerated under Section 2.02 of the attached “Limited Guarantee Agreement for South Sudan: Criteria for a Qualifying Loan”
“Appropriate actions” are as defined by the Guarantee agreement and the specific conditions enumerated in the table below.

	DCA Loan Guarantee Action
	Threshold Determination 
(with conditions, if applicable)

	1. Issuance of DCA-guaranteed loans that fund PURELY:

· education, training, technical assistance or training programs; and/or  

· analyses, studies, academic or research workshops and meetings; and/or
· document and information transfers;
	Categorical Exclusion per  22 CFR 216.2(c)(2)(i), , (iii), (v) , respectively  


	2. Issuance of DCA-guaranteed loans that will fund the procurement of pesticides
	A Negative Determination is recommended pursuant to 22 CFR 216.3(a)(2)(i), subject to the following conditions: 
· Lenders will not issue loans funding the procurement of pesticides until such time that a complete and current governing PERSUAP is duly reviewed and approved by USAID. 

· Lending will be limited to Borrowers already receiving technical assistance through existing USAID-funded agricultural development projects in South Sudan (e.g., FARM and S4D projects). 
· Lenders will advise Borrowers of the requirements of the governing PERSUAP or derivative Pesticide Guidelines.
· Lenders will provide cognizant USAID project staff with the name and contact information of Borrowers to facilitate delivery of pesticide-related technical assistance and monitoring and evaluation. This technical assistance must address the environmental soundness of funded activities.   

	3. Issuance of DCA-guaranteed loans that will fund or support the conversion or clearance of new lands for cultivation
	A Negative Determination is recommended pursuant to 22 CFR 216.3(a)(2)(i), subject to the following conditions: 

· . 

· Lending supporting land clearance/conversion will be limited to Borrowers already receiving technical assistance through existing USAID-funded agricultural development projects in South Sudan (e.g., FARM and S4D projects). 

· Lenders will include with the Borrower’s loan package a paper copy of the Guidelines and Procedures for ‘Good Stewardship’ Practices in the Rehabilitation of Agricultural Land of the Equatoria Region of South Sudan, developed by the USAID-funded FARM project. 
· Lenders will provide cognizant USAID project staff with the name and contact information of Borrowers to facilitate delivery of technical assistance and monitoring and evaluation. This technical assistance must address the environmental soundness of funded activities.   

	Issuance of all other DCA-guaranteed loans 

	Given the prioritization by USAID of certain potential adverse environmental impacts (i.e., those related to pesticide procurement and land clearance), the balance of activities anticipated to be funded through the DCA Loan Guarantee program present a lower level of risk and do not warrant the establishment of specific conditions. Consequently, a Negative Determination is recommended pursuant to 22 CFR 216.3(a)(2)(i).



The overall responsibility to ensure that activities under any loan covered by the DCA guarantee are environmentally sound (including compliance with USAID guidance regarding pesticides) and comply with applicable law and regulations rests with the Lenders and shall be clearly stated in the DCA agreement.

Per ADS 204.3.4, USAID/South Sudan COR and/or MEO will “actively monitor ongoing activities for compliance with approved IEE recommendations, and modify or end activities that are not in compliance” and ensure that adequate time and resources are available to bring all activities into compliance with the requirements of this IEE. If additional activities are added to this program and are not described in this document, an amended environmental examination must be prepared.
Appendix A:
Section 2.02 of the Limited Guarantee Agreement for South Sudan:     Criteria for a Qualifying Loan 

Section 2.02.  Criteria for a Qualifying Loan.  A Qualifying Loan is a Loan made by a Guaranteed Party that meets the criteria in the Limited Guarantee Term Sheet (Attachment 1) and that satisfies all of the following statutory or regulatory policy related criteria: 

a)
The Loan must not be used to finance any of the following:

(1)
Goods or services which are to be used primarily to meet military requirements or to support police or other law enforcement activities,

(2)
Surveillance equipment,

(3)
Equipment, research and/or services related to involuntary sterilization or the performance of abortion as a method of family planning,

(4)
Gambling equipment, supplies for gambling facilities or any hotels, casinos or accommodations in which gambling facilities are or are planned to be located,  

(5) Activities which significantly degrade national parks or similar protected areas or introduce exotic plants or animals into such areas,  or

(6) Military assistance, explosives or fireworks.

(b)
The Loan must not be used to finance any of the following without the prior written approval of USAID.  Moreover, approval of loans to finance activities described in subsections (2), (3), (7) or (8) below will be contingent upon the submission by the Guaranteed Party of evidence sufficient to demonstrate compliance with local environmental laws and to enable USAID to make an assessment of the environmental impact of such activities; provided, however, that Loans used to finance activities described in subsection (2) below will, for purposes of this Section 2.02(b), be considered pre-approved by USAID so long as the activities under such Loan are in compliance with the pesticide guidelines provided by USAID: 

(1)
Pharmaceuticals,

(2)
Pesticides,

(3)
Logging equipment, 
(4)
Luxury goods (including alcoholic beverages and jewelry),

(5)
Establishing or expanding any enterprise that will export raw materials that are likely to be in surplus in world markets at the time such production becomes effective and that are likely to cause substantial injury to U.S. producers,


(6)
Tobacco or agribusiness activities contributing to tobacco production, promotion or use,

(7)
Activities which would result in the loss of forest lands due to livestock rearing, road construction or maintenance, colonization of forest lands or construction of dams or other water control structures, 

(8)
Activities which are likely to have a significant adverse effect on the environment, including any of the following (to the extent such activities are likely to have a significant adverse impact on the environment):

(a)
programs of river basin development,

(b)
irrigation or water management projects (including dams and impoundments),

(c)
agricultural land leveling,

(d)
drainage projects,

(e)
large scale agricultural mechanization,

(f)
new lands development,

(g)
resettlement projects,

(h)
penetration road building or road improvement projects,

(i) Power plants,

(j)  industrial plants, or

(k)
potable water and sewerage projects other than those that are small scale. 

(9)
Activities which the Guaranteed Party is aware are reasonably likely to contribute to the violation of internationally recognized rights of workers.

(c)
The Loan must not be used to finance equipment, research and/or services related to involuntary sterilization or the performance of abortion as a method of family planning; provided, however, that in countries where abortion is permitted, the loan may not be used to finance more than 45% of any equipment, research and/or services related to the performance of legal abortion as a method of family planning.


(d)
The Loan must be made at interest rates and on terms consistent with those generally prevailing among private commercial lenders in the Republic of South Sudan.

(e)
The Loan must be funded from the Guaranteed Parties’ capital or funds acquired by the Guaranteed Parties on a market basis, and not from subsidized loan capital received from government sources, international agencies, not-for-profit institutions or private third parties.

(f)
Except as otherwise agreed by USAID, the Loan must not be made in connection with the refinancing, repayment or repurchase of an existing loan.  

(g)
The Loan must have been placed under coverage of the Agreement in compliance with Article III.






















� A Pesticide Evaluation Report and Safer Use Action Plan (PERSUAP) has been developed for the USAID/South Sudan FARM and S4D projects (described in Section 1.3). For the purposes of this IEE, and implementation of the DCA Loan Guarantee program in general, the FARM PERSUAP is considered the governing USAID pesticide guidelines. 


� Alliance for a Green Revolution  in Africa, Gates Foundation   (� HYPERLINK "http://www.agra-alliance.org" �www.agra-alliance.org�)


� International Fertilizer Development Center  (� HYPERLINK "http://www.ifdc.org" �www.ifdc.org� )


� Adapted from Sudan - Decentralized Health System Development Project: environmental assessment (Vol. 1 of 2) : Environmental and social assessment framework (English), The World Bank (2007).


� A Pesticide Evaluation Report and Safer Use Action Plan (PERSUAP) has been developed for the USAID/South Sudan FARM and S4D projects  (described in Section 1.3). For the purposes of this IEE, and implementation of the DCA Loan Guarantee program in general, the FARM PERSUAP is considered to set out the governing requirements for USAID support to pesticides procurement or use. 
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