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Negotiated Trust Financing Agreement:

""Haor Infrastructure and Livelihood Improvement Project
(Climate Adaptation and Livelihood Protection Sub-Project)"

(Negotiations concluded on 2 September 2013)

ASAP Trust Grant Number:

Project Title: Haor Infrastructure and Livelihoods Improvement Project (the “Project’): Climate
Adaptation and Livelihood Protection Sub-Project (the “Sub-project”)

The People’s Republic of Bangladesh (the “Recipient”)

and

the Adaptation for Smallholder Agriculture Programme Trust Fund (the ASAP Trust)
(each a “Party” and both of them collectively the “Parties”)

WHEREAS the Executive Board of the International Fund for Agricultural Development (the “Fund” or
“IFAD”), at its 105" Session approved the establishment of an Adaptation for Smallholder Agriculture
Programme Trust Fund (the “ASAP Trust”);

WHEREAS IFAD has extended a Loan and a Grant, and the Spanish Food Security Co-financing
Facility Trust Fund has extended a Trust Loan, to the Recipient in the amount of thirty four million four
hundred and fifty thousand Special Drawing Rights (SDR 34 450 000), six hundred and thirty thousand
Special Drawing Rights (SDR 630 000), and twenty one million four hundred thousand Euros
(EUR 21 400 000) respectively, to assist in financing the Project on terms and conditions set forth in a
Financing Agreement dated 18 July 2012 between the Recipient and the Fund (the “Principal

Financing Agreement”); and

WHEREAS the Recipient has requested a supplementary grant from the ASAP Trust for the purposes of
increasing the financing for and expand the activities of the Project, as described in Schedule 1 to the
Principal Financing Agreement,

Now THEREFORE, the Parties hereto hereby agree as follows:

Section A

Without any limitation or restriction upon any of its obligations under this Agreement for the 1.
implementation of the Project, the Recipient accepts, mutatis mutandis, the provisions of the Principal
Financing Agreement, as may be amended from time to time by the Parties thereto, as valid and

binding obligations of the Recipient to the Fund.

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

IFAD’s General Conditions for Agricultural Development Financing dated 29 April 2009, as may 3.
be amended from time to time (the “General Conditions”), apply to this Agreement and 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.
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The ASAP Trust shall provide an ASAP Trust Grant to the Recipient, which the Recipient shall 4,
use to implement the Project in accordance with the terms and conditions of this Agreement.

Section B
The amount of the ASAP Trust Grant is Special Drawing Rights (SDR ). 1.
The first day of the applicable Fiscal Year shall be the date defined as such in the Principal 2.

Financing Agreement.

There shall be a designated account (the “ASAP Grant Designated Account’), opened in 3.
accordance with Section 4.04(d) of the General Conditions by the Lead Project Agency in a bank
acceptable to the Fund, for receiving and holding the proceeds of the ASAP Trust Grant in USD.

There shall be a project account (the “ASAP Grant Project Account’), opened by the Lead 4,
Project Agency in a bank acceptable to the Fund, to receive and hold financing transferred from the
ASAP Grant Designated Account.

The Recipient shall exempt all goods, works and services financed with the ASAP Trust Grant 5.
from taxes. In the case that any specific good, work and service financed with the ASAP Trust Grant is
not exempt from taxes, such taxes shall be borne by the Recipient in accordance with the Annual

Work Plans and Budgets (AWPBS) referred to in the Principal Financing Agreement.

Section C

The Lead Project Agency shall be the agency defined as such in the Principal Financing 1.
Agreement.

The Project Completion Date shall be the date defined as such in the Principal Financing 2.
Agreement.

Section D

The ASAP Trust Grant will be administered and the Project supervised in accordance with the
Principal Financing Agreement.

Section E

The additional grounds for suspension of the right of the Recipient to request withdrawals (@) 1.
as defined in Section E, paragraph 1 of the Principal Financing Agreement shall apply mutatis mutandis
to this Agreement.

The event that the Project Implementation Manual (the “PIM”) as defined in paragraph 14 (b)
of Schedule 1 to the Principal Financing Agreement is not appropriately updated in accordance with
this Agreement and approved by the Fund within six (6) months of the entry into force of this
Agreement shall constitute an additional ground for suspension of the right of the Recipient to request
withdrawals.
The additional general conditions precedent to withdrawal as defined in Section E, €) 2.
paragraph 2 of the Principal Financing Agreement shall apply mutatis mutandis to this Agreement.

The ASAP Grant Designated Account and the ASAP Grant Project Account shall have (b)
been duly opened and operational in accordance with Section B, paragraphs 3 and 4 above.

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

Secretary

Economic Relations Division
Ministry of Finance,
Government of the People’s
Republic of Bangladesh
Sher-e-Bangla Nagar
Dhaka 1207, Bangladesh

For the Adaptation for Smallholder
Agriculture Programme Trust Fund:

President of the International Fund

for Agricultural Development in its capacity as Trustee

of the Adaptation for Smallholder Agriculture Programme
Trust Fund

Via Paolo di Dono, 44

00142 Rome, ltaly

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

PEOPLE’S REPUBLIC OF BANGLADESH

[ Title_]

[_Division_]

Ministry of Finance of the People’s
Republic of Bangladesh

ADAPTATION FOR SMALLHOLDER
AGRICULTURE PROGRAMME TRUST FUND

President of the International Fund

for Agricultural Development in its capacity as Trustee

of the Adaptation for Smallholder Agriculture Programme
Trust Fund
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Schedule 1

Project Description and Implementation Arrangements

Project Description l.
The ASAP Trust Grant shall finance Project activities as follows (the Sub-project):

(@ Under Component 2 (Community Infrastructures) as defined in Schedule 1 to the Principal
Financing Agreement: the development and protection of community infrastructure through
village slope protection, landscape level reforestation, common village amenities, model
village construction, promotion of vegetative species, killas (platforms) for temporary paddy
storage above flood water, and other activities promoting climate change resilience of the
Target Population.

(b)  Under Component 4 (Livelihood Protection) as defined in Schedule 1 to the Principal
Financing Agreement: new technologies and its linkages with markets; hands-on training
and practical exposure; an inter-linked approach whereby village and road protection will
promote the demand for lucrative business opportunities, and other activities promoting
climate change resilience of the Target Population.

(c)  Under the newly established Component 6 of the Project (Capacity and Knowledge for
Building Resilience): the generation of new knowledge and its management, capacity
building of communities and institutions, installation of a weather and flash flood forecasting
system to reduce crop loss, advancing climate sensitive pro-poor policy dialogue through
collaboration with national research institutions, monitoring and documentation of impact,
convening policy dialogue forums, and other activities promoting climate change resilience
of the Target Population.

Implementation Arrangements Il.

The Implementation Arrangements shall be the same as described in Schedule 1 to the Principal
Financing Agreement, except that necessary and appropriate updates shall be made and indicated in the
PIM in accordance with Section E.1(b) of this Agreement, for the purposes of the implementation of the

Sub-project.
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Schedule 2

Allocation Table

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

Category:
Category of expenditures ASAP Trust Grant % of eligible Expenditures to
Amount Allocated be financed
(expressed in USD)
CivilWorks . 7 254 000 100% net of taxes , and

resources from the Recipient
and the Spanish Food
Security Co-financing Facility

Trust Fund
Technical Assistance, Studies, and Il. 5841 000 100% net of taxes and
Workshops resources from the Recipient
Recurrent Costs (Salaries and Il. 405 000 100% net of taxes and
Operating Costs resources from the Recipient
Unallocated 1 500 000
TOTAL 15 000 000

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

“Civil Works” means “Civil Works (Community Infrastructure)” including the construction of
village protection against wave action, common village infrastructure, model villages, soil
sequestration and slope stabilisation, and slope protection of all-weather Upazila/Union
roads, and other construction-related eligible expenditures for promoting climate change

resilience under the Project.

“Technical Assistance, Studies and Workshops” means eligible expenditures to finance
“knowledge management, innovations, research, training, studies and workshops” related
to climate change resilience promotion under the Project.

“Recurrent Costs” means operating expenses including salaries and travel expenses of
Project staff for climate change resilience promotion activities.
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Logical framework?(excerpt)

Narrative Summary

Objectively Verifiable Indicators

Monitoring Mechanism & Information
Sources

Assumptions

A. PROJECT GOAL

The Project Goal will be to contribute to the reduction of
poverty in the Haor Basin.

(for 15 % of the population in the project area; 55% of
the children under-five are reported to be under weight
and 65% of the population of the project area is reported

to be poor or extremely poor)

No. of households reporting improvements
in household asset ownership index. (RIMS)
Percentage reduction in the prevalence of
child malnutrition. (RIMS)

e Multiple Indicator Cluster Survey
(MICS) of the Bangladesh Bureau of
Statistics.

e No major natural disasters.
e No major price inflation for rice

B. PR

OJECT OBJECTIVE (HILIP & CALIP)

HILIP: The development objective is to improve living

Increase in incomes of 30% from a range of

e RIMS surveys at baseline, mid-term

¢ No major economic slow down.

standards and reduce the vulnerability of the poor. The farm, fishery and non-farm sources and completion. e Inflation kept under control.
project is expected to directly benefit 115,000 rural poor disaggregated by gender. e Participatory assessments  with
households. Reduction in losses and damages from target households.
flood waters, wave action and disease.
In addition, CALIP will strengthen the community and No. of beneficiaries reporting improved food
ecological resilience to climate change in the Haor security by women and men (RIMS)
region No. of HHs made resilient®
C. COMPONENT OUTCOMES AND OUTPUTS

COMPONENT 1: Communication Infrastructure (HILIP)

Outcome 1: Enhanced access to markets, livelihood
opportunities and social services.

Traffic volume increased by 100%.

Increase in the volume of goods marketed
by 50%.

e Road user surveys.
e Market surveys.

e MICS Surveys.

e Slow pace of economic growth.
e Weak demand for labour.

COMPONENT 2: Community Infrastructure (HILIP + CALIP)

Outcome 2: Enhanced village mobility, increase in farm
production and protection against extreme weather
events.

Traffic volume increased by 200%.

Increase in the volume of goods marketed
by 100%.

CALIP: Decrease by 70% the number of
houses destroyed by wave action

e Road user surveys.
e Market surveys.
e Participatory surveys

e MICS Surveys.

® Slow pace of economic growth

2 Excerpt of the project logical framework, see design report for complete version

3 A resilient household in the Haor is expected to exhibit the following characteristics: i) diversified livelihood and income streams; i) improved risk management based on better access to

information; iii) enforceable usufruct rights; and iv) security from avoidable hazards.
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COMPONENT 3: Community Resource Management (HILIP)

Outcome 3: Enhanced access of the poor men and
women to sustainable water bodies with increased
production capacity and biodiversity.

20,000 fishers with increase in income >
50%, by gender (RIMS 2nd Level).

200 fishing pond operational after three
years (RIMS 2nd Level)

World Fish Centre & PMU fishery
monitoring Surveys.

e Transfer of leases to BUGs is
not obstructed and terms of
leases provide long terms
access to water bodies at
reasonable cost.

e Price of fish.

® |ow levels of rainfall.

COMPONENT 4: Livelihood Protection (HILIP + CALIP

Outcome 4: Enhanced production, diversification and
marketing of crop and livestock produce.

Increase in number of farmers reporting
production/yield increase by 30%.

Increase in number of farmers adopting
recommended technologies by 70%.

CALIP: > 50% of target group diversify their
income stream

MMC surveys.
Third Party Surveys.
Department of Agriculture Data.

Department of livestock Data

® Seed for improved varieties is
available.

COMPONENT 5: Capacity and Knowledge for Building Resilience (new CALIP Comp

onent to be incorporated into HILIP)

Outcome 6: Enhanced capacity and knowledge to
contend with climate change impacts.

At least an equal number of villages
adopted CALIP tested low-cost village
protection system (CALIP)

No. of policy options identified in support of
climate adaptation in the Haor area

MMC surveys.

Third Party Surveys.

Department of Agriculture, Fisheries
and Livestock Data.

e Adaptation to climate change
expertise available

e Political willingness to adopt
evidence-based policy guidance

e The inter-agency coordination is

ensured through proper
monitoring.
e FEvidence based issue

identification is done to engage

stakeholders.
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