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Negotiated financing agreement:

"Sustainable Rural Development for the Poor Project in
Ha Tinh and Quang Binh Provinces"(SRDP)

(Negotiations concluded on 2 August 2013)

IFAD Loan Number:

IFAD Grant Number:

Trust Loan Number:

Project Title: Sustainable Rural Development for the Poor Project in Ha Tinh and Quang
Binh Provinces (the “Project”)

The Socialist Republic of Viet Nam (the “Borrower/Recipient”)

and

The International Fund for Agricultural Development (the “Fund” or “IFAD")

(each a “Party” and both of them collectively the “Parties”)

and

The Spanish Food Security Cofinancing Facility Trust Fund (the “Trust”)

(each a “Party” and all of the collectively the “Parties”)

WHEREAS the Executive Board of IFAD at its 100" session approved the establishment of
the Trust and further approved that the Trust, acting through IFAD in its capacity as the

Trustee, enter into a Borrowing Agreement with the Kingdom of Spain; and

WHEREAS the Kingdom of Spain and IFAD, in its capacity as Trustee of the Trust, have
signed the Borrowing Agreement on 28 December 2010;

WHEREAS IFAD has agreed to extend financing to the Borrower/Recipient for the purpose
of financing the Project, on the terms and conditions set forth in this Agreement;

WHEREAS, on the basis of the above and other considerations, the Trust has agreed to
extend a Trust Loan to the Borrower/Recipient for the purpose of increasing the financing
in respect of the above referenced Project, on the terms and conditions set forth in this
Agreement;

NOW THEREFORE, the Parties hereto hereby agree as follows:

Section A

1.  The following documents collectively form this Agreement: this document, the

Project Description and Implementation Arrangements (Schedule 1) and the Allocation
Table (Schedule 2).
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2. The Fund’s General Conditions for Agricultural Development Financing dated

29 April 2009, as amended by the Executive Board at its 108" session (the “General
Conditions”) are annexed to this Agreement, and all provisions thereof shall apply to this
Agreement. For the purposes of this Agreement the terms defined in the General
Conditions shall have the meanings set forth therein. The term “Loan” in the General
Conditions shall apply equally to the IFAD Loan and the Trust Loan.

3. The Fund shall provide a Loan and a Grant and the Trust shall provide a Trust Loan
to the Borrower/Recipient (all of which are collectively referred to as the “Financing”),
which the Borrower/Recipient shall use to implement the Project in accordance with the
terms and conditions of this Agreement.

Section B

(a) The amount of the IFAD Loan is fourteen million nine hundred thousand
Special Drawing Rights (SDR 14.9 million).

(b) The amount of the IFAD Grant is three hundred thirty thousand Special
Drawing Rights (SDR 330 000).

(c) The amount of the Trust Loan is seven million nine hundred thousand Euro
(EUR 7.9 million).

2. The IFAD Loan and the Trust Loan are provided on highly concessional terms as
defined in Section 5.01 (a) of the General Conditions.

3. (a) The Loan Service Payment Currency for the IFAD Loan shall be US dollar.
(b) The Loan Service Payment Currency for the Trust Loan shall be the Euro.

4, The Borrower/Recipient shall repay the outstanding principal amount of the IFAD
Loan in 59 equal semi-annual installments of SDR 248 334 payable on each 15 June and
15 December, commencing on 15 December 2023 and ending on 15 December 2052,
and one final instalment in the amount of SDR 248 294 payable on 15 June 2053. The
service charge shall also be payable on each 15 June and 15 December.

5. The Borrower/Recipient shall repay the outstanding principal amount of the Trust
Loan in 59 equal semi-annual installments of EUR 131 667 payable on each 15 June and
15 December, commencing on 15 December 2023 and ending on 15 December 2052,
and one final instalment in the amount of EUR 131 647 payable on 15 June 2053. The
service charge shall also be payable on each 15 June and 15 December.

6. The first day of the applicable Fiscal Year shall be 1 January.

7. Withdrawals from the IFAD Loan, the IFAD Grant and the Trust Loan Accounts shall
be made in conformity with the procedures established by the Fund in accordance with
Section 4.04 of the General Conditions.

8. (@) There shall be five (5) designated accounts (DAs) (collectively referred to as the
“Designated Accounts”), opened and operated by the Ministry of Finance (MOF) of the
Borrower/Recipient in accordance with Section 4.04(d) of the General Conditions in a
bank acceptable to the Fund, for receiving and holding the IFAD Loan proceeds in USD,
the IFAD Grant in USD and the Trust Loan proceeds in Euro, respectively. All accounts
shall be protected against set-off, seizure or attachment on terms and conditions
proposed by the Borrower/Recipient and accepted by the Fund.

14



EB 2013/109/R.22 Galall

(b) Project Accounts shall be opened and maintained by the PCUs in local currency
at the Provincial Treasuries to receive and maintain financing transferred from the
Designated Accounts for the IFAD Loan and the Trust Loan for Project eligible
expenditures. A Project Account shall be opened and maintained by the Ministry of
Planning and Investment of the Borrower/Recipient in local currency at a commercial
bank, acceptable by the Borrower/Recipient and the Fund, to receive financing
transferred from the DA for the IFAD Grant.

9. (@) The Borrower/Recipient shall cause the Lead Project Agencies to provide
counterpart financing for the Project. The counterpart financing to be provided by the
Lead Project Agencies shall amount to approximately USD 3 million for each Province
including, inter alia, taxes, salaries and other costs. Government’s funds shall be
channeled into a separate account.

(b) The beneficiaries shall provide co-financing in approximately USD 7 million in
kind or in cash.

10. Procurement of goods, works and consulting services financed by the Financing
shall be carried out in accordance with the provisions of the Fund’s “Procurement
Guidelines” approved by the Fund’s Executive Board in September 2010, ("The
Procurement Guidelines”).
Section C
1. The Lead Project Agencies shall be the Provincial People’s Committee (PPC) of Ha
Tinh for the execution of the Project in the Province of Ha Tinh and the Provincial People’s
Committee of Quang Binh for the execution of the Project in the Province of Quang Binh.
2. The following are designated as additional Project Parties:

(a) the Ministry of Planning and Investment (MPI) of the Borrower/Recipient;

(b) the Women'’s Union of the Ha Tinh and Quang Binh Provinces;

(c) any other entity responsible for the implementation of the Project, as

identified in this Agreement or in the Project Implementation Manual, or as

may be agreed upon by the Borrower/Recipient and the Fund.

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

Section D

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

Section E

1.  The following is designated as additional ground for suspension of this Agreement:
The Project Implementation Manual referred to in paragraph 3.2, Section II of
Schedule 1 hereto, or any provision thereof, has been waived, suspended, terminated,
amended or otherwise modified without the prior consent of the Fund, and the Fund has
determined that such waiver, suspension, termination, amendment or modification has
had, or is likely to have, a material adverse effect on the Project.

2. The following are designated as additional general conditions precedent to
withdrawal:
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(a)
(b)

(c)

(d)
(e)

(f)

(9)

The PCUs shall have been duly established.

The Project Implementation Manual shall have been developed by each PCU
and adopted by the PPC and is acceptable to the Fund.

The Project Steering Committees (PSCs) shall have been duly established in
Ha Tinh and Quang Binh Provinces.

The Project Directors and Project Accountants shall have been duly appointed.

The Borrower/Recipient shall have caused each PCU to confirm the availability
of adequate counterpart funds for the first Project Year to the Fund.

The DAs shall have been duly opened and the authorized signatories shall
have been submitted to the Fund.

A computerized Accounting System has been identified for the Project by the
PCUs.

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

For the Borrower/Recipient:

Minister for Finance

Ministry of Finance

of the Socialist Republic of Viet Nam
28, Tran Hung Dao Street

Hoan Kiem District, Hanoi

Socialist Republic of Viet Nam

Copy to:

Ministry of Planning and Investment
No. 6 Hoang Dieu Street

Hanoi

Socialist Republic of Viet Nam

Provincial People’s Committee of Ha Tinh
No.1 Nguyen Tat Thanh Street,

Ha Tinh City, Ha Tinh Province

Socialist Republic of Viet Nam

Provincial People’s Committee of Quang Binh
6 Hung Vuong Street,

Dong Hoi City, Quang Binh Province
Socialist Republic of Viet Nam

For the Fund:

The President

International Fund for Agricultural development
Via Paolo di Dono 44

00142 Rome, Italy
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For the Spanish Food Security Co-Financing Facility Trust Fund:

The President

International Fund for Agricultural development
Via Paolo di Dono 44

00142 Rome, Italy

This Agreement, dated [click and type], has been prepared in the English language in nine
(9) original copies, three (3) for the Fund and six (6) for the Borrower/Recipient.

THE SOCIALIST REPUBLIC OF VIET NAM

[insert NAME of the Authorised Representative]
[insert his title]

INTERNATIONAL FUND FOR
AGRICULTURAL DEVELOPMENT

Kanayo F. Nwanze
President

FOR THE SPANISH FOOD SECURITY
Co-FINANCING FACILITY TRUST FUND

Kanayo F. Nwanze
President
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Schedule 1

Project Description and Implementation Arrangements

I. Project Description

1. Target Population. The Project shall benefit rural poor households with minor
land holdings, the unskilled unemployed, groups who lack production land but have the
desire and capacity for doing business and ethnic minorities who lack income, skills and
other factors necessary for production. The Project will also benefit small and medium-
sized rural traders and value chain entrepreneurs. The Project shall be carried out in the
Provinces of Ha Tinh and Quang Binh of the Borrower’s/Recipient’s territory (the “Project
area”) with specific emphasis on poor upland areas.

2. Goal. The goal of the Project shall be to sustainably improve the income and
reduce vulnerability of rural poor households in targeted upland land areas of Ha Tinh
and Quang Binh provinces, with particular focus on women.

3. Objectives. The objective of the Project shall be to invest in climate smart,
socially equitable and profitable rural development models that promote pro-poor market
linkages, value chains and enhanced rural business competitiveness

4. Components. The Project shall consist of four components.

4.1 Component 1: Market-led Development Planning. This component shall
enable provincial socio-economic development planning to become holistic, participatory,
climate smart and market oriented. The component shall build on the Market-Orientated
Socio-Economic Development Planning (MoSEDP) process that has been introduced in a
substantial number of communes in the Project area. It shall have two outputs:

(a) The support for the consolidation of the MoSEDP processes to strengthen the
mobilization of private sector investments at the commune level. This shall
comprise analysis of current functioning of informal and formal market chains,
and businesses and producer groups in the Project Provinces, particularly in
upland areas.

(b) Capacity building for stakeholders such as farmers and agribusiness actors
and government officials, to develop environmentally sustainable, socially
equitable and profitable rural development models. This shall include training
for government staff, farmers, household enterprises and business owners in
management, planning, monitoring and evaluation, climate smart agriculture
production and processing, and specific skills to enhance youth employment
and market and value chain development.

4.2 Component 2: Rural Financial Services. This component shall support a more
inclusive financing for market oriented, climate smart agriculture and agri-business
investments. It shall increase financial inclusion and leverage financing for productive
investments in farm and off-farm activities, including the viable market interventions and
value chains supported by the Project.

(a) The component shall support women'’s savings and credit groups (SCGs) in
the communes covered by the Project. Furthermore, the component shall in
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(b)

both Provinces support the transformation of networks of women’s SCGs into
independent micro-finance institutions (MFIs), capable of financing private
farmers, traders and commercial value chains.

To leverage financing from existing credit lines supported by the Fund and
other donors, and to foster rural finance advocacy and knowledge sharing for
value chain financing, the Project shall support biannual Provincial Agro-
Finance Workshops in both Provinces. The Workshops shall include
representatives of local and regional financiers, agro-enterprises, donors and
producers groups.

4.3 Component 3: Market and value chain investment. This component shall
support the operationalization of environmentally sustainable and profitable pro-poor
value chains and market linkages. It shall have two main outputs:

(a)

(b)

Participatory process for forest land use allocation to poor households. This
output shall be for the Quang Binh Province only and shall include the
allocation of productive forest land to poor households, to provide greater
potential for participation in market and value chain development. The Project
shall co-finance the identification, survey and demarcation of approximately

5 000 (hectares) ha of forest land for allocation to poor households and the
issuance of forest land use certificates (Red Books).

Support for co-financing of three types of investments:

(i) Matching grants for climate-smart farming, household enterprise and
environmental protection investments to enable smallholders, or their
groups, to withstand costs inherent to making agriculture more resilient
to climate change and disaster.

(ii)  Public infrastructure investments considered as public goods that are
judged essential to market and value chain development at
commune/district level. Investments would include construction of
access roads to agricultural and forestry production zones, small-scale
irrigation infrastructures, market structures and other public
infrastructures such as electricity connection and fresh water supply.

(iii) Public-private partnership investments for infrastructures for private
operation and use that facilitate market or value chain development.
The Public-private partnership investments shall seek to overcome
business risks and reduce barriers and transaction costs associated with
the inclusion of low-income people in Project communes into enterprise
markets or value chains.

The eligibility criteria and the terms and conditions for accessing the above investments
financing shall be set out in the PIM.

4.4 Component 4: Project Management. The Project Management arrangements are
outlined in Section II below.
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II. Implementation Arrangements

1. Project Management Structure. The Project Management Structure shall consist
of:

(a) The Provincial People’s Committees (PPCs) of Ha Tinh and Quang Binh which
shall be the Lead Project Agencies.

(b) The Project Steering Committees (PSCs) which shall be established by the
PPCs to represent the PPC in the overall execution of Project implementation
and to ensure effective coordination, integration and cooperation among all
government and donor-funded projects.

(c) The Project Coordination Units (PCUs) which shall be established in each
Province to assist the PSCs in the coordination of the provincial agencies and
in actual management of the Borrower/Recipient’s and the Financing’s
resources.

(d) Project Directors with qualifications acceptable to the Fund who shall be
appointed for each PCU prior to Project start-up. Replacement of Project
Directors shall be subject to the Fund’s no-objection.

2. Project Management

2.1 Component 1: Market-led Development Planning. This component shall be
implemented by the PCUs. To this end Value Chains Facilitation Units shall be established
in each PCU. The VCFU, with national and international assistance shall undertake studies
and consult/engage with industry entities to identify and quantify potentially viable
market and value chains interventions that are suited to the main physical environments
within the Project area. The VCFU shall work closely with provincial and district line
agencies with a view to integrating their expertise and resources into the Project market
and value chain work.

Under this component the Project shall also facilitate the establishment of Provincial Agri-
Business Advocacy Committees (ABACs). Membership of the ABAC shall include
representatives of farmer organizations, the private agri-business sector (namely input
suppliers, product retailers, traders and processors), financial institutions and relevant
PPC’s officers. The role of ABAC shall be to oversee and mentor PCU’s holistic
development of informal and formal value chains. ABAC shall guide and mentor the
market development process, but shall not have any authority to allocate Project
resources. All actions on public investment in value chain development shall be managed
by the PCU, based on the Project annual work plan and budget (AWPB) approved by the
PSC and subject to no-objection by the Fund.

2.2 Component 2: Rural Financial Services. The SCGs shall be established based on
the experiences of earlier IFAD projects. The PCUs shall be responsible for supporting
Women'’s Union (WU) for SCGs development.

The organization of the bi-annual Provincial Agro-Financing Workshops in each Province
shall be the responsibility of the PPC and the PCU.

2.3 Component 3: Market and value chain investment. Forest land use allocation
activities shall be guided by PPC in Quang Binh Province according to arrangements
acceptable to the Fund.

The investments for climate-smart farming, public and Public-private partnership
infrastructures shall be identified and prioritized during the annual commune MoSEDP
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process and shall be verified by the district line agencies in collaboration with the PCU
before approval.

2.4 Component 4: Project Management. The implementation of the Project activities
shall rest with the PCUs guided by the PSCs and the PPCs. This shall include, inter alia,
entering into arrangements with Women'’s Unions, line agencies and contracting partners
as appropriate.

MPI shall be entrusted with the IFAD Grant proceeds to finance selective technical
assistance, studies and capacity building activities for Government aid coordination
agencies engaged in IFAD supported projects and programmes.

3. Additional implementation arrangements

3.1 Project Reviews. The Borrower/Recipient, the PPCs and the Fund shall conduct
two full Project reviews of Project implementation and achievements, a comprehensive
mid-term review during Project Year 3 and a Project completion review.

3.2 Project Implementation Manual. The Borrower/Recipient shall cause each PPC
to prepare a draft Project Implementation Manual (PIM) acceptable to the Fund. The PIM
may be amended or otherwise modified from time to time only with the prior consent of
the Fund.
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Schedule 2
Allocation Table

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

in each Category:
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IFAD Loan (SDR) Trust Loan (EUR) IFAD
Grant
Category HT QB Total HT QB Total (SDR) Percentage
100% net of taxes,
Government and
| Civil Works 3910 000 3 520 000 7 430 000 beneficiaries’ contribution
Vehicles, Equipment and
Il Goods 330 000 300 000 630 000 100% net of taxes
i-A Technical Assistance -A 550 000 500 000 1 050 000 300 000 | 100% of net of taxes
111-B Technical Assistance -B 350 000 350 000 60% of total costs
100% net of taxes and
v Training 1 780 000 1760 000 3 540 000 Beneficiaries' contribution
\'/ Credit 930 000 930 000 1 860 000 100% of net of taxes
50% of total cost or 100%
net of taxes and Beneficiaries'
Vi Sub Grants 2 050 000 2 050 000 4 100 000 contribution
Vil Recurrent Costs 850 000 780 000 1 630 000 100% net of taxes
Unallocated 750 000 690 000 1440 000 370 000 400 000 770 000 30 000
Total 7 700 000 7 200 000 | 14 900 000 3 820 000 4 080 000 7 900 000 330 000
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(b) The terms used in the Table above are defined as follows:
"Civil Works" under Category I, shall mean eligible expenditures incurred related to:

(a) infrastructure works in Component 3. Beneficiaries shall contribute
about 10% of the total construction costs of public infrastructure works.

(b) PCU office rehabilitation under Component 4 of which 50% is to be
financed by the PPC.

(c) design and supervision of infrastructure works. IFAD will finance 100%
net of taxes.

“Vehicles” means eligible expenditures related to the purchase of three (3) four-
wheel drive vehicles for each Province.

"Technical Assistance-A" under Category III-A, Trust Loan, shall mean all eligible
expenditures incurred for Technical Assistance except for III -B and the technical
support financed by the IFAD Grant below.

"Technical Assistant-A” under Category III-A, IFAD Grant, shall mean eligible
expenditures incurred under Component 4 for technical support for IFAD Country
Programme.

"Technical Assistance -B" under Category III-B, shall mean eligible expenditures
incurred for participatory forest land allocation in Quang Binh Province under
Component 3.

"Credit" under Category V, shall mean eligible expenditures incurred for supporting
Savings and Credit Groups (SCG) and their transformation into viable Micro-Finance
Institutions capable of financing private farmers, traders and commercial value
chains.

"Sub Grants" under Category VI, shall mean Matching Grants for Climate -Smart
Agricultural Investments and Public-private partnership investments under
Component 3.

"Recurrent Costs" under Category VII, shall mean eligible expenditures incurred at

all levels for recurrent operating and maintenance costs in relation to the project
such as unities, vehicle maintenance, office supplies and audit fees.
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Logical framework (excerpt)

Narrative Summary

Key Performance Indicators

Means of Verification

Assumptions (A) / Risks (R)

Project Goal .
Sustainably improved income and reduced
vulnerability of rural poor households in
targeted Ha Tinh and Quang Binh upland | o
communes.

50% of poor households in targeted communes have at least
25% increases in income (disaggregated by gender and
ethnicity).

40% reduction in the prevalence of people below the poverty
line in targeted communes.

Equal livelihood improvements for female- and male-headed
and ethnic minority households.

Baseline, periodic and
impact evaluation
surveys.

Provincial statistics.

Political stability maintained.

Macro-economy continues to improve.

Social, political and economic environments
remain conducive to market-based economic.

Project Development Objective .
Investment in climate smart, socially
equitable and profitable rural development | o
models that promote pro-poor market
linkages, value chains and enhanced rural | o
business competitiveness.

20,000 poor households engaged in profitable enterprises
supported by the project.

30% increased employment in  project
(disaggregated by gender and age-group).
US$6 million of new private equity invested into rural
development models that promote pro-poor market linkages.
At least 100 new commune level enterprises operating at
project completion.

communes

Baseline, periodic and

impact evaluation
surveys.
Financial institution
records

Provincial statistics

As above, plus:
Business regulatory system remains favourable.

Component 1: Market-led Development Planning

Outcome 1. Market-led Development | o
Planning Enabled
Provincial ~ socio-economic.  development |
planning is holistic, participatory, climate
smart and market oriented.

100% of communes in 7 pilot districts
implementing holistic MOSEDPs.

at least 100 new commune level enterprises or strengthened
small and medium-sized rural traders operating at project
completion.

At least 6 financially viable provincial level Public-Private
value chain initiatives operational in each province.

sustainably

Commune and district
records.
Case study data.

Provincial governments committed to participatory
market-led socio-economic development planning.
Provincial governments integrate commune level
NTP funding into the MOSEDP process.

Provincial governments support private sector
participation.

Component 2: Rural Financial Services

Outcome 2: Rural Financial Services | o
strengthened. .
Increased and more inclusive financing for
market oriented, climate smart agriculture
and agri-business investments.

Value of SCG/MFI portfolios.
Number of new SCG members and MFI borrowers.

SCF/MFI records.

Government completes the regulatory framework
for the implementation of MFI legislation.

Component 3: Market and value chain investments

Outcome 3: Leveraged market and value | e
chain investments operational.
Environmentally sustainable and profitable
pro-poor value chains and market linkages
operational.

At least 12 provincial and 100 commune level climate smart
pro-poor value chains or market linkage investments
operational.

SRDP VCFU reports.

Credit institution
records.

Case/panel studies.
Business enterprise
records.

Business regulatory system remains favourable.

Component 4: project management

Outcome 4: Efficient project management. .
Efficient project management ensuring
smooth implementation of project activities.

APWB submitted on time and completed to PSC satisfaction.

SRDP Reports.

Project design is relevant to government and
private business development/investment
objectives.
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