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Negotiated financing agreement:

"Fisheries, Coastal Resources and Livelihood Project
(FishCORAL)"

(Negotiations concluded on 16 June 2015)

Loan Number:
Project Title: Fisheries, Coastal Resources and Livelihood Project
(the “Project”)
The Republic of the Philippines (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. 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 twenty-seven million three hundred ten thousand
Euro (EUR 27 310 000).

2. The Loan is granted on ordinary terms and shall have a rate of interest per
annum equivalent to one hundred per cent (100 per cent) of the variable reference
interest rate, as determined annually by the Fund, and a maturity period of
eighteen (18) years, including a grace period of three (3) years.

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

5. Payments of principal and interest shall be payable on each 1 May and
1 November.



EB 2015/115/R.12 I

6. Proceeds from the Loan shall be deposited in the account of the Treasurer of
the Philippines, in the Designated Account for this Project, in the Bangko Sentral ng
Pilipinas.

7. The Borrower shall provide counterpart financing for the Project in the amount
of approximately six million one hundred and twenty thousand United States Dollar
(USD 6 120 000). Additional counterpart funds for approximately five million six
hundred and forty thousand United States Dollar (USD 5 640 000) is expected to be
mobilized during the Project Implementation Period by the Local Government Units
(LGUSs).

Section C

1. The Lead Project Agency shall be the, Department of Agriculture - Bureau of
Fisheries and Aquatic Resources (DA - BFAR) or any successor thereof.

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

Section D

1. The following is designated as an additional condition precedent to
withdrawal: a Project Implementation Manual shall have been submitted to the
Fund.

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

For the Borrower:

The Secretary of Finance
Department of Finance
DOF Building

Roxas Boulevard

Manila, Philippines

For the Fund:

The President

International Fund for Agricultural Development
Via Paolo di Dono 44

00142 Rome, Italy
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This agreement, has been prepared in the English language in two (2) original
copies, one (1) for the Fund and one (1) for the Borrower.

REPUBLIC OF THE PHILIPPINES

Name and title of Authorized Representative

INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT

Kanayo F. Nwanze
President
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Schedule 1

Project Description and Implementation Arrangements

I. Project Description

1. Project Area and Target Population. The Project shall contribute to reducing
the incidence of poverty of approximately 724,000 people or 188,000 households,
and their organisations in the Project Area. The Project shall target around 1,098
coastal villages in 14 provinces, with 103 municipalities or cities bordering 11
bays/gulfs in Bicol Region (Regions 5 - 3 bays of Ragay Gulf (Bicol side), Asid Gulf
and Albay Gulf), Eastern Visayas (Region 8 - 4 bays of Leyte Gulf, Matarinao Bay,
Maqueda Bay and Silago-Cabalian Bay), Caraga (Region 13 - 2 bays of Butuan Bay
and Lianga/Hinatuan/Bislig Bays) and the Autonomous Region in Muslim Mindanao
(ARMM - 2 bays of Illana Bay and the area between Basilan and Sulu) of the
Borrower's territory (the “Project Area”). The 14 provinces of the Project Area
include Masbate, Camarines Sur, Sorsogon and Albay in Region 5; Eastern Samar,
Western Samar, Leyte and Southern Leyte in Region 8; Agusan del Norte and
Surigao del Sur in Region 13; and Lanao del Sur, Sulu, Maguindanao and Basilan in
ARMM.,

2. The Project aims to reduce poverty in the target coastal communities of the
target bays/ecosystems by 5 (five) percent from the mean poverty incidence of 42
percent.

3. Objective. The Project envisions that the following specific development
results will be realized by the end of the Project: (a) Annual income of participating
fishing community households increase by 10 percent from baseline; and (b)
Employment of women engaged in income generating activities increased to 40
percent from the baseline of 20 percent.

4, Components. The Project shall consist of the following Components:
4.1 Component A: Coastal Resource Management (CRM)

This component aims to restore and protect the coastal resources in the target
areas, primarily through:(i) enhancement of local law enforcement by
strengthening LGUs, conducting trainings and providing necessary equipment; (ii)
updating of the CRM plans in the target areas to consider the complexity and
interaction between environmental, biological, geophysical, institutional and
socioeconomic aspects; (iii) rehabilitation of resources, such as mangroves, sea
grasses, coral reefs and beaches, as well as the establishment of fish sanctuaries,
by financing related sub-projects; and (iv) establishment of support infrastructure
(e.g., delineation markers for fish sanctuaries, watch tower with guard house, office
building).

4.2 Component B: Livelihood Development

This component seeks to address the desired outcome of encouraging fisherfolk
households to engage in diversified sources of income. This will be realized by way
of (i) organizing them into viable groups/organizations; (ii) conduct of trainings that
would increase both technical and entrepreneurial skills; (iii) provision of start-up
capital to eligible sub-projects; and (iv) construction of communal post-harvest
facilities and improvement of infrastructure in the target areas.
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4.3 Component C: Project Management and Coordination

This component will support the DA-BFAR in implementing the DBM-approved
reorganization plan in the four (4) target regions that will serve as manpower
support to the implementation of the project. Further, this component also covers
the management and coordination activities relevant to the Project, as well as the
monitoring and evaluation mechanisms both at the national, regional, bay wide and
city municipality levels.

II. Implementation Arrangements

The Project will mainly be implemented by DA-BFAR, in cooperation with the LGUs
of the concerned municipalities and cities. Additionally, other agencies will be
tapped for its implementation, especially those that also have jurisdiction over the
coastal and marine resources, such as the DENR, NFRDI, PCG, PNP and NAMRIA.
The Project shall likewise tap existing Fisheries and Aquatic Resource Management
Councils (FARMCs), which is an inter-stakeholder advisory body to the LGUs and
bay management councils. It should be noted that there are areas where there
already existing FARMCs. Operationally, a Project Steering Committee (PSC) will be
established, to be chaired by either the Department of Agriculture Secretary or its
Undersecretary for Fisheries, and co-chaired by the Director of DA-BFAR. The PSC
shall provide policy guidance to the implementation of the Project and will serve as
an approving body for the establishment of project implementation guidelines; and
global and annual workplans. Further, it shall act on the resolution of issues that
cannot be decided upon at the regional level.

A Project Support and Coordination Office (PSCO) will be established at the DA-
BFAR Central Office, primarily to facilitate coordination among the implementing
units. Further, the PSCO shall also lead the development of the Project
implementing guidelines; conduct relevant analyses and sub-project evaluation for
the various components; prepare and submit reports; and oversee the M&E
activities relevant to the Project, among others. The PSCO shall be directly
accountable to the DA-BFAR Director and will be headed by a Project Director.

At the regional level, a Regional Coordination and Support Committee will be
established to serve as a policy and institutional advisory committee for Project
implementation. Further, under the chairmanship of the concerned DA-BFAR
Regional Directors, the RCSC will review and endorse the Regional Annual Work
Plan and Budget (AWPB) and the Annual Procurement Plan for onward submission
to the PSCO. Additionally, Regional Project Management Offices will also be
established in Regions 5, 8, 13 and ARMM to provide technical and secretariat
support to Project implementation in the regions, reporting directly to the PSCO.

Bay Coordination and Support Committees will be organized for each target bay,
primarily to coordinate and oversee all activities relevant to the CRM component.
This will allow the Project to employ the Ecosystem Approach to Fisheries
Management, wherein bays/ecosystems are recognized as a single resource
system. On the other hand, for the Livelihood Development component, the
municipal/city project management offices (M/CPMOs) are tasked to provide
guidance to fishing communities and people’s organizations in project development
and support the implementation of such projects, including the preparation of
necessary reports.

A Memorandum of Agreement will be executed with each of the involved LGUs and
other implementing agencies, specifying the tasks and responsibilities of each of
the Parties and the financing arrangements. In the case of ARMM, it was agreed
that the Office of the Regional Governor (ORG-ARMM) will serve as the executing
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party in the MOA with DA-BFAR-Central Office, instead of DA-BFAR-ARMM. This is
because the Regional Governor is the one mandated to supervise and control all
agencies in the region, including DA-BFAR-ARMM. Additionally, the current regional
leadership requires that all programs and projects to be implemented in the region
be directly coordinated with the ORG-ARMM.

In view of the signing of the Comprehensive Agreement on Bangsamoro, it was
agreed that the proponent establish an institutional set-up in the event that ARMM
will be replaced by the resulting government.

5. Annual Work Plan and Budget. The PSCO shall submit to the Fund the
consolidated AWPBs and procurement plans no later than 60 days before the
beginning of the relevant project year.

6. Project Reviews. The Borrower and the Fund shall conduct annual
supervision missions and follow up missions throughout Project implementation
period.

7. The Borrower and the Fund shall conduct a comprehensive mid-term review to
assess Project implementation progress and to determine appropriate revisions to
the Project implementation arrangements and resource allocations in order to
ensure successful Project completion.

8. The Borrower shall submit to the Fund: (a) semi-annual progress reports on
the implementation progress of the Project; and (b) within three (3) months of
Project completion, a comprehensive Project completion report to evaluate Project
design, costs, performance, social and economic impact, and other details as
agreed with the Fund. The Borrower and the Fund may also conduct post-
evaluation of the Project for up to ten (10) years after the Project Completion Date.
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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 to be Financed
(expressed in EUR)

1. Works 2 070 000 100% net of taxes and other
contributions

2.Equipment, 15 400 000 100% net of taxes and other
Materials and Supplies contributions

3. Consultancies 9 840 000 100% net of taxes and other

contributions

Total 27 310 000

2. The category:

(a) “Consultancies” includes costs associated with development service
providers, technical assistance and contract staff; and

(b) “Equipment, Materials and Supplies” includes vehicles.

3. Start-up Costs. Withdrawals in respect of expenditures for start-up costs for
Categories 2 and 3 incurred before the satisfaction of the general condition
precedent to withdrawal shall not exceed an aggregate amount of two hundred
thousand United States Dollar (USD 200 000).

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 Loan 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. Private Sector. The Borrower confirms its commitment to engage with the
private sector as implementing partners and service providers, in order to ensure
that the Project objectives are met.

2. Procurement. The Borrower shall ensure that the Project shall follow the
government’s procurement regulations, as these may be amended from time to
time, using national implementing rules and regulations to the extent that they are
consistent with IFAD’s Procurement Guidelines.
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3. Monitoring and evaluation. The Project shall maintain its own monitoring

system to be able to properly evaluate Project implementation, including the socio-
economic and environmental impact thereof. The Lead Project Agency shall ensure
that the criteria established and required by the Fund under its Results and Impact
Monitoring System (RIMS), as communicated by the Fund to the Borrower, shall be
incorporated into and form part of the Project’s monitoring and evaluation system.

4, Anticorruption Measures. The Borrower shall comply with the requirements
under IFAD’s Policy on Preventing Fraud and Corruption in Its Activities and
Operations, as amended from time to time.



Logical framework

Narrative Summary

Performance Indicators

Means of Verification

Assumptions/Risks

Goal

Contribute to reduce poverty in
target coastal communities/
ecosystems in Regions V, VIII, Xl
and ARMM

By end of project(EOP) in the covered municipalities/provinces:
o Decreased poverty incidence by 5% from baseline of 42%s (mean poverty
incidence)

By EOP 60% of the targeted 90,596 poor households in the Project area:

e Increased ownership of household assets by 20% of baseline.

e Decreased child malnutrition (ages 0-5 years) by 4% from baseline of
24.4%.

RIMS+ Impact survey
NSCB FIES survey
LPGPMS

CBMS

o Controlled/managed
calamity/disaster in the target
coastal communities.

Development Objective

Realize increase in annual income
of participating community
households and employment of
women engaged in income
generating activities.

By EOP, in the Project area:

e Annual income of participating fishing community households increased by
10% of baseline

 Employment of women engaged in income-generating activities increased
to 40% from baseline of 20%.

RIMS+ Impact survey
Outcomes surveys

LGU budget/ finance document.
LGPMS

o Climate variability does not
overcome the resilience of
subprojects supported by the
Project.

¢ No major financial shocks, stable
inflation rate and purchasing
power of fishing households
maintained or increasing.

Component outcomes and outputs

Component 1 Outcome:

Fishing communities adopted
sustainable management of fishery
and coastal resources.

By EOP, in the Project Area:

o Fish density in coral reefs increased by an average of 15% from baseline.

e Hard coral cover improved in selected sample protected areas where
scientific sampling of coral takes place by an average of 15% from
baseline.

RPRSA result.
¢ Project M&E.
LGU annual financial report.

e LGUs, DENR and other
agencies are vigilant in protecting
and rehabilitating natural
resources (ridge to reef).

Component 1, Output 1:
Capabilities of LGUs and fishing
communities to enforce sustainable
management of fishery and coastal
resources established.

e 103 municipal/city FLETs and 103 M/C FARMCs formed, strengthened and
sustained.

e 11 bay management councils formed, strengthened and sustained with
their bay-wide fishing ordinances implemented.

e 103 LGUs implementing fisheries and Coastal Resource Management
plans and ordinances.

e 103 LGUs delineated municipal waters with accompanying zoning
ordinances.

e 103 sets of patrol boat equipment for surveillance sustainably operated.

e 11 climate proofed bay management, multi-purpose buildings constructed
and maintained with 103 climate proofed watch towers constructed and
maintained.

Project M&E.

LGU records.

NAMRIA record on delineation.
Law enforcement records.

* National/local laws/ordinances
favour the protection and
rehabilitation off the municipal
fisheries and coastal resources.

Component 1, Output 2:
Municipal/city and bay-wide fishery
and coastal resources

management and investment plans

e 103 LGUs formulated/updated multi-year CRM and fishery
management/investment plans which are integrated into the CLUP/MDP
and AlPs.

o 11 bay-wide multi-year CRM and fishery management/investment plans

e Project M&E
e LGU records
e LGU Annual Investment Plans

e LGU leadership support to
fishery/CRM development.
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Narrative Summary

Performance Indicators

Means of Verification

Assumptions/Risks

implemented

adopted by LGUs involved.

Component 1, Output 3:
Habitats for fishery and coastal
resources rehabilitated and
established.

1,100 ha of critical mangrove areas rehabilitated and managed sustainably.
21,456 ha of established and delineated or rehabilitated fish sanctuaries
managed sustainably.

3,814 ha of rehabilitated/protected sea grass beds managed sustainably.
22 marine species stock enhancement projects implemented.

5,200 units of supplemental artificial reef deployed.

5,150 ha of fish sanctuary provided with delineation markers.

Project M&E.
LGU records.

e LGU leaderships support fishery /
CRM protection and
rehabilitation.

e Laws/ordinances support
protection and the sustainable
management of the municipal
fisheries/coastal resources.

Component 2 Outcome

Income of fishing households in
target coastal communities
increased through sustainable
engagement in diversified livelihood
activities.

By EOP, in 103 target municipalities and cities:

Fishing households involved in fishery enterprises increased to 30% from a
baseline of 20%, (30% are women from a baseline of 20%).
One micro-enterprise established per coastal barangay operating.

RIMS + Impact Survey.
Outcome Survey.
Project M&E.

LGU records.

* No major financial shocks that

affect the growth of livelihood
enterprises.

Component 2, Output 1: Fishing
households organized into
livelihood groups

4,158 groups generating profit from aquaculture and marine enterprises,
including seaweed farms, fish culture, fish processing and other fishery-
related enterprises (50% of members are women).

Project M&E.
Groupl/cluster financial records.

e Continued willingness of fishing
and other poor hhs in coastal
communities to work collectively
in livelihood groups/clusters.

Component 2, Output 2:
Livelihood projects (fishery and
non-fishery) with corresponding
climate-proofed infrastructure/
facility support implemented

1 BFAR fully operational hatchery assisted.

7 community-based hatchery development and enhancement facilities
established.

515 communal seaweed solar dryer with storage constructed.

49 mobile ice makers and 294 chest freezers managed sustainably.
4,825 linear meters of fish-landing facilities constructed.

50% of the livelihood projects will be implemented by women.

Project M&E.
LGU records.

e LGU leadership continuing
support to allocate timely
counterpart funds.
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