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Negotiated financing agreement:
""Economic Transformation Initiative - Gilgit-Baltistan Programme (ETI-GB)"*

(Negotiations concluded on 16 April 2015)

Loan Number:

Programme Title: Economic Transformation Initiative - Gilgit-Baltistan Programme (the “Programme”)

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

and the

Islamic Republic of Pakistan (the “Borrower”)

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

WHEREAS upon the Borrower’s request, the Fund has agreed to provide financing to support the Programme;
NOW THEREFORE, the Parties hereby agree as follows:

Section A

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

2. The Fund’'s General Conditions for Agricultural Development Financing dated 29 April 2009, as
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 this Agreement. 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 Programme in accordance with the terms and conditions of this Agreement.

Section B

1. The amount of the Loan is forty-eight million five hundred and fifty thousand Special Drawing Rights
(SDR 48 550 000).

2. The Loan is granted on highly concessional terms as defined in the General Conditions.

3. The Loan Service Payment Currency shall be the USD.

4. The first day of the applicable Fiscal Year shall be 1 July.

5. Principal and service charges shall be payable on each 1 July and 1 January with payments of principal

commencing on 1 July 2025.

6. There shall be a designated account (the “Designated Account”) in USD in the State Bank of Pakistan,
and a Programme account (the “Programme Account”) in Rupees in the National Bank of Pakistan to receive
the financing for the exclusive use of the implementation of the Programme.

7. There shall be sub-designated accounts at the Regional Coordination Unit (as referred to in Schedule 1
to this Agreement) level in district-level branches of the National Bank of Pakistan — one in each of the three (3)
regions of the Programme Area as referred to in Schedule 1 to this Agreement.

8. The Borrower shall provide counterpart financing for the Programme in the approximate amount of
twenty-four million United States dollars (USD 24 000 000), a part of which shall finance the cost of taxes
associated with the implementation of the Programme.

Section C

1. The Lead Programme Agency shall be the Planning and Development Department of the Provincial
Government of Gilgit-Baltistan.
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2. Programme Parties shall include, inter alia, beneficiaries and all the entities in relation to Programme
implementation as referred to in Schedule 1 to this Agreement.

3. The Programme Completion Date shall be the seventh (7”‘) anniversary of the date of entry into force of
this Agreement.

Section D

The Loan shall be administered and the Programme supervised by the Fund.

Section E
1. The following are designated as additional general conditions precedent to withdrawal:

0] the Programme Coordinator and the Finance Manager shall have been duly appointed/designated
in accordance with this Agreement; and

(i)  a draft Programme Implementation Manual (the “PIM”), as referred to in Schedule 1 to this
Agreement, shall have been duly submitted and shall have received no objection from the Fund.

2. The following is designated as an additional ground for suspension of the right of the Borrower to request
withdrawals:

A computerized accounting system, acceptable to the Fund, shall have been installed and operationalized
at the Programme Coordination Unit (as referred to in Schedule 1 to this Agreement) within three (3)
months of the date of the entry into force of this Agreement.

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

For the Borrower:

Secretary

Economic Affairs Division

Ministry of Finance, Revenue, Economic Affairs,
Statistics and Privatization

C Block, Pak Secretariat

Islamabad, Pakistan

For the Fund:

The President

International Fund for Agricultural Development

Via Paolo di Dono, 44

00142 Rome, ltaly
This Agreement, dated [dd/mm/yyyy], has been prepared in the English language in two (2) original copies,
one (1) for the Fund and one (1) for the Borrower.

ISLAMIC REPUBLIC OF PAKISTAN

[Authorized Representative]

INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT

Kanayo F. Nwanze
President
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Schedule 1
Programme Description and Implementation Arrangements
l. Programme Description

1. Target Population. The primary target group of the Programme shall be smallholder farming households
that have an average landholding of less than one (1) ha in Gilgit-Baltistan (the “GB”) (the “Programme Area”)
and engaged in production of potato, apricot and other high value cash crops. Others shall include related small-
scale processors, trading and export cooperatives, value adders, input suppliers and transporters. Gender shall
be mainstreamed in all aspects of the Programme and youth and women shall be specifically targeted in skill
development for income generation.

2. Goal. The overall goal of the Programme is to improve incomes and reduce poverty and malnutrition in
rural areas of the Programme Area.

3. Objectives. The development objectives are increased agriculture incomes and employment for
approximately one hundred thousand (100 000) smallholder rural households in the Programme Area, including in
particular enhanced capacity for sustainable livelihoods through asset transfers; enhanced capacity for
employment and productive self-employment; enhanced access to basic services; increased productivity and
production of agriculture produce; and strengthened local capacity for agriculture and livestock service
provision.

4, Components. The Programme shall consist of the following Components:
4.1. Component 1: Productive Infrastructure. Component 1 consists of two sub-components as follows:

4.1.1. Sub-component 1.1: Irrigation. This sub-component shall build on/scale up the tried and tested
community-based irrigation development approach to add fifty thousand (50 000) acres of new irrigated
land, resulting in provision of, on average, one (1) acre of irrigated land to each participating household
including women headed households and landless. Participating households shall be assisted in early
development of land.

4.1.2. Sub-component 1.2: Farm-to-Market roads. This sub-component shall link existing production
areas and newly developed irrigated areas to main valley roads and trunk roads. This will be achieved by
upgrading four hundred (400) km of existing pony tracks to a standard that allows use by all-terrain
vehicles, and upgrading roads currently fit solely for all-terrain vehicles to a standard that allows for truck
transportation.

4.2. Component 2: Value Chain Development. Component 2 shall be driven by a commercial and market-
centred approach whereby the initiative will identify priority valleys in each of seven districts based on criteria
that will include total population, number of poor households, total production of priority crop, total cropped area,
area available for irrigation development and farm-to-market road needs. Coverage may be expanded from the
third year depending on progress and results. Within a valley, interventions shall start with villages with existing
community organizations that can be consolidated into larger village producer groups (the “VPGs”). These
producer groups will provide the foundation for gradual expansion to all villages in the valley and the
organization of valley producers’ associations (the “VPAs”).

Component 2 shall facilitate VPA engagement with private actors and other partners. Contracts between VPAs
and their purchasing partners shall drive the business plans of producers’ associations and the support from
Programme implementing agencies. In particular, through its value chain technical assistance team, the
initiative will assist producers’ associations, processors and related service providers in developing business
plans and marketing strategies, increasing product volume at an agreed quality standard, and accessing capital
for development to realize the full potential of their products. Where justified, capital investments will be
complemented by a value chain development fund using a matching grants mechanism. The initiative will also
build the capacity of government extension and research agencies to effectively provide services to VPGs and
VPAs. Finally, the component will assist the Government in formulating pro-poor policies and regulations for
land records and titling, irrigation water usage and management, road operation and maintenance, and
developing effective models for extension and research services.
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4.3. Component 3: Programme Management and Policy Support. This Component shall put in place an
effective management and coordination system and ensure the successful implementation of the Programme.

Il Implementation Arrangements

5. Lead Programme Agency. The Planning and Development Department (the “P&DD”) of the Provincial
Government of GB shall be the Lead Programme Agency and shall have overall responsibility for Programme
implementation. A small ETI Support Cell shall be established within the Lead Programme Agency consisting of
a Programme Officer and a Programme Assistant to follow up on all Programme related matters.

6. Economic Affairs Division (the “EAD”). The EAD, Ministry of Finance, Revenue, Economic Affairs,
Statistics and Privatization of the Borrower shall be the main coordinating agency for the purposes of Loan
administration.

7. Ministry of Kashmir Affairs and Gilgit-Baltistan (the “MoKA&GB”). The MoKA&GB shall be responsible for
ensuring required federal level institutional support and adequate provision of financial resources to cover
annual counter-part fund requirements of the Programme, and for overall progress monitoring of evaluation of
the Programme implementation.

8. Programme Steering Committee (the “PSC”). Headed by the Chief Secretary, a PSC shall be established
at the provincial level of GB to provide the overall policy and administrative support, coordination and direction
to the Programme in accordance with this Agreement. The rest of the membership shall be drawn from, inter
alia, core development and finance departments, implementing departments (Public Works Department and
Department of Agriculture representing Agriculture Extension, Agriculture Research, and Water Management
Directorate), the private sector, representatives of the Valley Farmers Associations, and Social Mobilization
partners. The MoKA&GB shall be represented in the PSC by an officer at or above the rank of Joint Secretary.

9. Programme Coordination Unit (the “PCU”). A PCU shall be established and operate as an independent
institution headed by a Programme Coordinator under the guidance of the steering committee, and shall be
responsible for Programme planning and budgeting, coordination, monitoring, financial management,
procurement and annual audits, as well as management of the value chain development fund. The PCU shall
also assist government departments with policy development and implementation. The PCU shall ensure that
gender, youth, environment, knowledge management and communication considerations are integrated into all
aspects of Programme management and implementation. The Fund’s no objection shall be received before the
appointment or dismissal of the Programme Coordinator and other key Programme personnel.

10. Regional Coordination Units (the “RCUs”). Three (3) RCUs, headed by a Regional Coordinator, shall be
established in Diamer (for Diamer and Astore), Skardu (for Skardu and Ghanche) and Gilgit (for Ghizer, Gilgit
and Hunza). Each RCU shall be responsible for planning, coordination and implementation of activities in the
target valleys and villages in close collaboration with the Social Mobilization Service Provider(s), implementing
agencies and the Value Chain Technical Assistance Team.

11.  Service providers/implementing partners. The main implementing partners in the Programme shall be
(i) duly selected Social Mobilization Service Provider(s)/non-governmental organizations; (ii) the Value Chain
Technical Assistance Team; (iii) Private Sector Partners including local entrepreneurs, down country corporate
and commercial buyers; (iv) the Farmers/Producers Organizations; and (v) Public sector extension, research
and infrastructure agencies.

12. Mid-Term Review. The EAD, the Lead Programme Agency, the MoKA&GB and the Fund shall jointly
carry out a Mid-Term Review of Programme implementation no later than the end of Programme Year 3 based
on terms of reference prepared by the Lead Programme Agency in consultation with the EAD and satisfactory to
the Fund.

13.  Programme Implementation Manual (the “PIM”). The Lead Programme Agency shall prepare a draft PIM
acceptable to the Fund and submit the accepted version for approval to the PSC. When so approved, a copy of
the PIM shall be provided by the Lead Programme Agency to the Fund. The PIM may be amended or otherwise
modified from time to time only with the prior consent of the Fund. The PIM shall include, inter alia:

0] Qualifications, terms of reference and detailed implementation responsibilities of Programme
Parties;

(i)  Recruitment and appointment procedures for key Programme personnel;
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(i)

(iv)

v)
(vi)
(Vi)

(viii)

Criteria for the performance appraisal of the Programme personnel and adequate internal control
system;

Criteria for selection of Social Mobilization Service Providers/non-governmental organizations and
Value Chain Technical Assistance Team;

Processes of Social Mobilization and formation of Valley Farmers Associations;
Targeting and selection criteria for participating beneficiaries;

Programme operational, financial and procurement procedures, including an accounting procedure
for bookkeeping and reporting, implementation and monitoring procedures; and

Financial management mechanism and flow of funds for all outputs and activities.
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Schedule 2

Allocation Table

1. Allocation of Loan Proceeds. 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 Loan Amount Percentage of eligible expenditures
Allocated (expressed to be financed net of taxes, co-
in SDR) financing and beneficiaries’
contribution

I. Civil works 22 850 000 91%

II.  Equipment and materials 400 000 89%

ITI. Grants and subsidies 10 620 000 100%

IV. Training and consultancies 3 140 000 63%

V. Salaries and allowances 4 250 000 63%

VI.  Operating costs 2430 000 80%
Unallocated 4 860 000
TOTAL 48 550 000

Category Il “Equipment and materials” includes, inter alia, vehicles.

Retroactive financing. Notwithstanding the provisions of Section 4.08(a)(ii) of the General Conditions, an
amount not exceeding five hundred thousand United States dollars (USD 500 000) to cover the costs
incurred after the Fund’s approval of the Financing and before the entry into force of this Agreement for
the preparatory work for Programme implementation shall be pre-financed by the Borrower and
reimbursed by the Financing after the entry into force of this Agreement and the satisfaction of conditions
precedent to withdrawal.



Logical framework

Description

Indicators

MoV

Assumptions/Risks

Goal: Improved incomes and reduced
poverty and malnutrition in rural
areas of Gilgit-Baltistan region

Development Objective: Increased
agricultural  incomes and food
security for at least 100,000 rural
households in 7 districts of Gilgit-
Baltistan on a sustainable basis

45,000 HHs decrease in population below poverty line

10 % decrease in child malnutrition (under 5yrs old, chronic, acute-underweight and stunted)

At least 100,000 households reached

50% of target district HHs and value chain operators have increased their agriculture income by at
least 25%

25% increase in production and productivity of priority value chains

35% increase in surplus marketed (potato and apricot)

PSLM surveys
ETI Assessments against BISP
Scorecard

RIMS
control)

Survey (panel &

WFP mapping of settlements
and programme  activity
reports

RIMS survey (panel)
Producer Organizations sales

records

Annual Outcome Surveys

Political and social stability in the region
and its environs

New developed land equitably distributed
including women and landless poor
Climatic abnormalities and natural
calamities remain within acceptable
tolerance levels

Higher production, combined with p
nutritional education and improved road
access, will make substantive dent in
malnutrition rates

Programme activities implemented as per
phasing

Govt and partners are able to timely
predict and respond to natural disasters
and localised hazards

Outcome 1: 100,000 farm households
increase production, productivity and
sales in prioritized agricultural
commodities

Outcome 2: Sustained and
community-driven development
approach established that is pro-poor
and youth/gender- and nutrition-
sensitive

50,000 households have expanded their agricultural land holding and 60,000 hhs increase sales to
private-sector partners

200 mixed and 20 female producer groups established

10% women among farmers trained provided land titling, and constituting PO decision-making
bodies

50% funds recovered against estimated cost recovery for irrigation development

80% recovered funds invested in village

Farmer organizations records

Programme activity records
and PO records

Improved quality, quantity and reliability
in supply to contracted private partners
will improve farm returns
Investments in local value addition and
reductions in transaction costs for
traders/processors/wholesalers

Youth have preference for working in
village if economic opportunities are same
or better than in towns and cities offering
low-skill employment

Outcome 3: Agri-business actors invest in
local processing and value addition
toimprove  marketing of local  food
products

Outcome 4: Govt and private
agricultural services are sustainably
improved/ expanded

220 contracts signed between FOs and private-sector buyers
Value of new investments by private actors in agriculture enterprises
A pilot tested under DFID funded Credit Guarantee Scheme with State Bank

50 000 farmers served by agricultural services (inputs, advisory services)

Investment fund applications
plus private investor balance
sheets

Client satisfaction surveys
and DOA service delivery
records

Sufficient quantity, quality and seedling
reliability of agricultural products available to
sustain PPPP

All GB agricultural households will be able
to access improved agricultural service
provision, including women

Outcome 5: Government formulates and
enforces pro-poor agricultural policies
covering water, land titling, roads O&M
and products and certification regime

Land Titling Regulation for ETI promulgated by end of year 1

Land Records/Titling cells established by end of year 1.

Provincial Land Records and Titling Law promulgated by end of Programme Year 2

Land titles provided for newly irrigated lands, including for women-headed households and youth
Seed and product certification system functional

Provincial water policy and roads O&M policy formulated and implemented by end of year 3

Public land registry records, PO
contracts and records with
farmers

Farmers using/producing improved seeds are
able to increase productivity and sales
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