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Negotiated financing agreement

(Negotiations concluded on 11 July 2013)

Loan Number:

Project Title: Project for Financial Inclusion in Rural Areas (the “Project”)
The Republic of Uganda (the “Borrower”)

and

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

hereby agree as follows:

Section A

1.  The following documents collectively form this Agreement: this document, the
Project Description and Implementation Arrangements (Schedule 1), the Allocation
Table (Schedule 2), and the Special Covenants (Schedule 3).

2. The Fund’s General Conditions for Agricultural Development Financing dated
29 April 2009, as may be amended from time to time (the “General Conditions”)
are annexed to this Agreement, and all provisions thereof shall apply to this
Agreement, except for the provisions identified in Section E paragraph 2 below. 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 to the Borrower (the “Financing”), which the
Borrower shall use to implement the Project in accordance with the terms and
conditions of this Agreement.

Section B

1 The amount of the Loan is nineteen million three hundred thousand Special
Drawing Rights (19 300 000 SDRs).

2 The Loan is granted on highly concessional terms as provided for in Article
5.01(a) of the General Conditions.

3. The Loan Service Payment Currency shall be United States Dollar.
4, The first day of the applicable Fiscal Year shall be 1 July.

5. Payments of principal and service charge shall be payable on each 1 June and
1 December.

6. There shall be a Designated Account denominated in United States Dollars
and an Operational Account denominated in Ugandan shillings for the benefit of the
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Ministry of Finance, Planning and Economic Development (MFPED). Both accounts
shall be in the Bank of Uganda.

7.  The Borrower shall provide counterpart financing to cover for taxes and duties
which are estimated at four million nine hundred thousand United States Dollars
(USD 4 900 000).

Section C

1. The Lead Project Agency shall be MFPED.

2. The following are designated as additional Project Parties: the Ministry of
Trade, Industry and Cooperatives (MTIC), the Bank of Uganda (BoU), the Uganda
Cooperative Savings and Credit Union (UCSCU), and the Uganda Cooperative
College, Kigumba.

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

Section D
The Loan shall be administered and the Project supervised by IFAD.
Section E

1. The following are designated as additional specific conditions precedent to
withdrawal:

i. The Borrower shall constitute a Project Management Unit (PMU)
acceptable to the Fund and in accordance with Schedule 1; and

ii. No withdrawal shall be made for Subcomponent 1.2. prior to approval of
the IFAD grant as specified in Schedule 1.

2. Section 4.08(a)(ii) of the General Conditions shall be amended as follows:

The expenditure shall be incurred during the Project Implementation Period, except
that expenditures to meet the costs of winding up the Project may be incurred after
the Project Completion Date and before the Financing Closing Date. In addition,
expenditures incurred after the approval of the Project by IFAD’s Executive Board
but before the Project Implementation Period are eligible for retroactive financing
upon meeting the following conditions:

i. The maximum amount of retroactive financing shall be one million
United States Dollars (USD 1 000 000);

ii. Retroactive financing for each category of expenditure shall not exceed
the amount specified in Schedule 2; and

iii. The expenditure eligibility criteria defined under Section 4.08 of the
General Conditions must be satisfied.
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3. The following are the designated representatives and addresses to be used for
any communication related to this Agreement:

For the Fund: For the Borrower:
President Ministry of Finance, Planning
International Fund for and Economic Development
Agricultural Development Plot 2/12 Apollo Kaggwa Road
Via Paolo di Dono 44 P.O. Box 8147
00142 Rome, Italy Kampala

Uganda

Fax:+(256) 414-343023

This Agreement, dated , has been prepared in the English language in six
(6) original copies, three (3) for the Fund and three (3) for the Borrower.

The Republic of Uganda

[Name of the Authorized Representative]
Title
Ministry of Finance, Planning and Economic Development

International Fund for
Agricultural Development

Kanayo F. Nwanze
President
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Schedule 1

Project Description and Implementation Arrangements

I. Project Description

1. Objectives. The goal of the Project is to increase income, improve food
security and reduce vulnerability in rural areas. The development objective is to
sustainably increase the access to and the use of financial services by the rural
population.

2. Target population. The Project shall benefit rural women, men and youth who
earn money but do not use any formal or informal financial services; members of
mature community savings and credit groups (CSCGs) who have successfully saved
and borrowed within their informal groups, but do not yet make use of formal
financial institutions; and members of rural savings and credit cooperatives
(SACCOs) that are not yet but have the potential to become operationally self-
sustaining.

3.  Components. The Project shall consist of the following components:

Component 1: SACCO Strengthening and Sustainability

Sub-component 1.1 - SACCO strengthening. Provide support to about 500
SACCOs in the form of capacity building for management, staff, board
members and SACCO members to enhance their operations and sustainability.

Sub-component 1.2 - Developing a sustainable SACCO union. Provide support
to UCSCU thereby allowing UCSCU to develop into a strong, member-based
SACCO apex organization. The Loan investment for this subcomponent shall
be subject to the approval of an IFAD grant to international cooperative
organizations tasked to provide technical assistance to UCSCU.

Component 2: Community Based Financial Services

Sub-component 2.1 - Establishment of new CSCGs. Facilitate the
establishment of about 15 000 CSCGs through the contracting of service
providers.

Sub-component 2.2 - CSCG strengthening, innovations and partnerships.
Provide support to about 3 000 mature CSCGs to develop their operations in
microfinance and/or link with other financial institutions.

Component 3: Policy and Institutional Support and Project Management

Sub-component 3.1 - Policy, regulatory and institutional environment. Provide
support to the relevant authorities for establishing a conducive policy
environment for rural finance, with emphasis on community-based financial
institutions.

Sub-component 3.2 - Project management. Provide support for the staffing
and operations of the PMU.
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II. Implementation Arrangements

1. The Permanent Secretary/Secretary to the Treasury (PS/ST) shall have the
primary responsibility of supervising Project implementation. Operational
responsibilities for day-to-day management shall be delegated to the PMU.

2. Operational responsibilities for project implementation shall include, but shall
not be limited to: planning; reporting; monitoring project progress and impact; and
financial management, including procurement, disbursement and accounting.

3. The PMU shall be composed of a team of individuals contracted by MFPED and
managed by a Project Coordinator who shall be supervised by the PS/ST.

The key PMU staff shall include: a Project Coordinator; a Financial Controller; a
Monitoring and Evaluation Officer; a SACCO Development Manager; and a
Community Based Financial Services Manager.

The PMU staff shall be appointed by MFPED subject to prior approval by the Fund.
Individual staff members shall be selected from the Project Administration Unit of
the Rural Financial Services Programme (RFSP), if an objective assessment of the
candidate’s performance confirms their suitability for the PMU position. Where no
suitable candidate is identified, recruitment shall be carried out through an open
competitive process.

4. A Project Oversight Committee (POC), to be chaired by MFPED, shall be
established with members from public and private institutions that are relevant to
the Project’s implementation. The POC shall guide Project planning and
implementation; review implementation progress; approve all relevant documents
including the Annual Work Plans and Budgets; and provide high level advice to
project management on key policy and strategic issues.
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Schedule 2
Allocation Table

1.  Allocation of Loan Proceeds. (a) The Table below sets forth the Categories of
Eligible Expenditures to be financed by the Loan and the allocation of the amounts
of the Loan to each Category and the percentages of expenditures for items to be
financed in each Category:

Category IFAD Loan Amount Allocated Percentage of Eligible

(expressed in SDR 000s) Expenditures to be
Financed

Equipment and Materials 190 100% net of taxes

Other investment costs 14 910 100% net of taxes

Operating costs 2270 100% net of taxes

Unallocated 1930

TOTAL 19 300

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

Category II. Other investment costs include technical assistance, training and
mentoring support mainly for SACCOs and CSCGs as well as support to the
policy framework.

Category III. Operating costs include salaries and allowances and other
operating costs.

Unallocated. This is not a Category of Eligible Expenditures available for
disbursement. Unallocated funds are available only for reallocation to the
Categories of Eligible Expenditures.

2. Retroactive financing. In accordance with Section E of this agreement,

retroactive financing shall be limited to USD 1 000 000 for Categories II and III
only.

20



EB 2013/109/R.19 Galall

Schedule 3
Special Covenants

In accordance with Section 12.01(a)(xxiii) of the General Conditions, the Fund may
suspend, in whole or in part, the right of the Borrower to request withdrawals from
the Designated Account if the Borrower has defaulted in the performance of any
covenant set forth below, and the Fund has determined that such default has had,
or is likely to have, a material adverse effect on the Project:

1. Conducive Framework for Project Activities. The Borrower shall ensure that
the strategic and policy framework is conducive for the project investment, with
particular, though not exclusive, reference to: (i) a legislation on the regulation of
Tier 4 institutions that ensures an appropriate governance framework for such
institutions as well as the protection of people’s savings; and (ii) a policy framework
for Government to facilitate the development of CSCGs without directly interfering
in their operations, including through the injection of external capital.

2.  Project Implementation Manual. The Borrower shall ensure that a project
implementation manual (PIM) be submitted to the Fund for its comments and No
Objection and subsequently finalized by the PMU within nine (9) months from the
date of entry into force of this Agreement.

3.  Project Oversight Committee. The Borrower shall establish within six (6)
months from the date of entry into force of this Agreement the POC as outlined in
Schedule 1.

4, Contracts Committee. The Borrower shall establish within six (6) months from
the date of entry into force of this Agreement a PROFIRA Contracts Committee with
fully delegated powers from MFPED, with a composition acceptable to the Fund and
the required authority to undertake procurement review and selection. The
Borrower shall also ensure the continuing operation of the PROFIRA Contracts
Committee and shall not alter its composition without first consulting the Fund for
the duration of the Project Implementation Period.

5. Project Management Unit. Without prejudice to provisions in the Borrower’s
national legal system, the Borrower shall ensure the continuing operation of the
PMU for the duration of the Project Implementation Period and shall further ensure
that no key staff of the PMU be dismissed or replaced without first obtaining
approval from the Fund.

6. Planning, Monitoring and Evaluation. The Borrower shall ensure that the PMU
develops a Planning, Monitoring and Evaluation (PM&E) system compatible with the
IFAD Results and Impact Management System within twelve (12) months from the
date of entry into force of this Agreement, thereby allowing for the appropriate
determination of the outcomes and impact of the Project components. A base line
survey shall be undertaken within nine (9) months from the date of entry into force
of this Agreement.
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Logical framework

Results Hierarchy

Indicators

Means for Verification

Risks (R) & Assumptions (A)

Goal. Increase income, improve food
security and reduce vulnerability in rural
areas

1. 20% of the rural poor in the selected project intervention
areas with improvements in assets ownership index at project
completion

2. 20% reduction in the prevalence of child malnutrition in rural
households, by gender

RIMS baseline and
impact study

Development Objective. To sustainably
increase the access to and use of
financial services by the rural poor

3. 750 000 men, women and youth are active members of
project supported SACCOs and CSCGs

M&E data
Progress out of poverty
studies

(A) Dynamic economy creates
opportunities for investment in enterprises
and other income generating activities

Component 1. SACCO strengthening an

d sustainability

Outcome 1. SACCOs provide enhanced
levels of services to more members

4. 300 000 members of project supported SACCOs (of which
150,000 new - 30% women [non-youth], 15% youth) actively
save increasing amounts (min. 50% average increase per
SACCO by PY5) and repay SACCO loans

5. Atleast 80% of project supported SACCOs offer at least 2
savings and 3 loan products to their members

M&E data; service
provider reports

(A) Conducive Tier IV regulation passed
(R) MITC not able to provide effective
regulation /support to SACCOs

Output 1.1 Sustainable SACCOs
providing financial services in rural areas

6. Atleast 90% of project supported SACCOs attain
operational sustainability (OSS = 100%) by project end

Output 1.2 UCSCU provides
sustainable services to members

7. UCSCU has sustainability of operating income, covering
100% of operating expenses by PY5.

M&E data; service
provider reports
UCSCU annual report

(R) Project supported SACCOs not able
to attain financial sustainability

(R) Failure of UCSCU to attain operational
sustainability after five years undermines
conducive environment for SACCOs

Component 2. Community based financial services

Outcome 2. Increased outreach of

sustainable and dynamic community
based financial services in poor and
underserved areas

8. 375 000 members of newly created CSCGs actively save in
the groups (70% women; 15% youth), with increasing amounts
of weekly savings and annual pay-outs in each annual cycle

9. 75,000 members of mature CSCGs have access to improved
financial services and have availed themselves of at least one
such service (credit, savings or insurance)

M&E data; service
provider reports

(R) Self-help group policy paper allows
injection of external government financing
into community savings and credit groups
(A) Targeting poor and underserved areas
will ensure inclusion of poor rural people.

Output 2.1 New CSCGs with trained and
cohesive membership operational

10. 15 000 new CSCGs established by end of project
11. 90% of CSCGs formed are operational after 3 years

Output 2.2 Mature CSCGs with
advanced methods and linkages
developed

12. 3 000 mature CSCGs (75 000 members) have improved
skills and are exposed to more advanced financial services

M&E data; service
provider reports

(R) Lack of willingness of formal financial
service institutions to make services and
loan financing available to CSCGs and
their members

Component 3. Policy and Institutional Support and Project Management

Output 3.1 Strengthened regulatory
framework for SACCOs

13. Atleast 90% of project supported SACCOs are audited

annually by qualified auditors.

SACCO audited
accounts & progress
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