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Referevce;
Thloplie: THEVT8TH
s 7571 MINISTER OF FINANCE
Tiearatms: "HINFIN", Harsre NEW GOVERNMENT
COMPOSINE OFFICE COMPLEX
it Ting 7705, Tmscmay ZIVBABVTE CNR 4th STREET)
Harare, Zimbabwe SAMORA MACHEL AYFNUE
HARARR
22 June 2015
President Kanayo Felix Nwanze
International Fund, for Agriculture Development
Via Paolo ci Dono 44
001142
Rome
ITALY
Your Excellency
g - EME 2 REARS
INTERNATIONAL D FOR AGRICULTURA
(IFAD)

1 am very pleased with the recent visit of Mr. Sana F.K. Jatta, Regional
Director of the East and Southern Africa Division, IFAD. Both Hon, Or, .
Made (M.P.), Minister of Agriculture, Mechanisation and Irrigation
Devalopment and myself held very fruitful and cordial consultations with
Mr. Jatta.

I am glad to Inform you that we have agreed to engege immediatzly in
negotiations with IFAD on finding a solution to the problem of arrears,
which will facilitate the resumption of IFAD support to our agricultural
saclor.

We also informed him that Zimbabwe will make a pledge to the IFAD-10
replenishment.

In this regard, 1 would like to extend an invitation to IFAD to send a team
to undertake detailed consultations on the modalities for dealing with the
arrears problems, taking into account our payment capacity and in a
manner that normalizes our relations with IFAD.
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We are grateful for the support IFAD provided to the smallhokder irrigation
sector of Zimbabwe in the past. We are keen to re-engage with your
Institution In consclidating that support end to scale it up further,
espacially for the communal irrfigation schemes, including the AL schemes
recently established under our Land Reform Programme.

Finally, your Excelency, 1 am pleased to inform you that, notwithstanding
Zimbabwe's limited fiscal space, we will pledge U5D300,000 to IFAD-10
resources to enable IFAD to continue to deliver its henourable mandate
of rural poverty alleviation globally. I will send you a separate pledging
lettar to that effect

Yodrs Sincedy CFHCE OF 111F MINISIER
nce OF FNANCT AND £C GNOMIC
DEVELOPY iEnT

22 N 2655

P BAG CY 7703, CAUSERAY
ZIMBABWE TEL. (4. 33603

.

Z ) H)? L[.'(/"t@"m/tv'“\
Hon. ".A Chinamasa, M.P.

MINISTER OF FINANCE ECON VELOPM
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REPUBLIC OF ZIMBABWE

NEGOTIATIONS ON IFAD DEBT RESCHEDULING AND ARREARS RESETTLEMENT

Agreed Minutes of Negotiations

1. Following fruitful consultations between the Ministers in charge of Finance and Economic
Development (Hon. P, A. Chinamasa) and Agnculture (Hon. Dr. Joseph M. Made) of the Republic of
Zimbabwe (the Borrower) and IFAD's Regional Director for the East and Southern Africa Region
(Sana F. K. Jatta) in Harare, on 22 June 2015, the Borrower requested, by letter dated 23 June 2015,
the President of IFAD .. fo send a mission to Zimbabwe ... fo discuss possible ways to reschedule
Zimbabwe's arrears and debl to IFAD" The Govemment of Zimbabwe is keen for IFAD to resume its
country operations urgently. An IFAD delegation subsequently visited Zimbabwe, between 24 and 28
August 2015, and held detailed and comprehensive consultations with representatives of all the
concemed ministries and departments of the Government of Zimbabwe on the mutually acceptable

terms and conditions for the rescheduling of the Republic of Zimbabwe's existing debt owed to IFAD.

2. The participants in the formal negotiations were as follows:

Hon. Patrick A, Chinamasa Head of Delegation

Minister of Finance and Economic Development

Hon. Dr Ignatius Chombo Member
Acting Minister of Agriculre. Mechanisation, and
Irrigation Development (MAMID)

Mr John Mangudya, Member
Govemnor of the Reserve Bank of Zimbabwe

Mr. Willard L. Manungo Member
Secretary to the Treasury, Mirestry of Finance and Economic Development

Mr. R. J. Chitsiko
Permanent Secretary, Ministry of Agriculture, Mechanisation, and ~ Member
Irigation Development (MAMIC)

Mr. John Mafararkwa Member

Head Zimbabwe Debt Management Office, Ministry of Finance and Economic
Development

Mrs. Margerta Makuwaza Member
Qirector, International Cooperation, Ministry of Finance and Economic
Development

Mr. Joseph Gondo

Director, Extension Services, MAMID

Or C. Zawe Member
Director, lmigation Development, MAMID

B.  Representing IFAD (the IFAD delegation) were:

Mr. Sana F K. Jatta Head of Delegation
Regional Director, East and Southern Africa Division
' The complete list of the officials who assisted the bers of the Delegation of the Republic of Zimbab
attached 10 the 1 Minutes of Negotiations as Annex |

&
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Mrs. Ruth Farrant Co-Head of Delegation
Director and Controller, Financial Services Division,

3. These Minutes of Negotiations record key conclustons and agreements reached between the
two delegations and, in particular, they aiso state the agreement of the Borrower and WAD
delegations on & number of follow-up actions o be immediately carried out by each side.

A.  THE DEBT RESETTLEMENT PLAN

4, IFAD's Controller's and Finandal Senvices Division prepared, and submitted, three indicative
scenarios for & polential settlement plan of Zimbabwe's approxmately SDR 166 Million (o be
confirmed) debt owed to IFAD as of December 2015, that woulkd continue to secure the Net Present
Value (NPV) 1o IFAD, which is a condition of any such settiement plans as per IFAD rules and
reguiations. The scenarios provided are:

(a) Five year plan- 10% down payment; 0 year grace period, and repayment over 5 years,
(b)  Fave year plan: 10% down payment, 2 years grace period, and repayment over 3 years;
()  Sewven year plan: 20% down payment; 2 years grace period; and repayment over 5 years.

5. IFAD had prepared further proposals for 9 year and 10 year repayment periods with varying
grace periods and down payments and shared the underlying financial impact with the Borrower, but
thesa were not formally discussed because the Borrower opted for a faster repayment schedule of
Five Year Settlement Plan, with the following terms and conditions:

(@) A down payment, equivalent to 10% of the total debt stock in USS equivalent, will be
effected by end of October 2015;

(b)  There will be no grace peniod, and the repayment period will be five years;

(¢) Efferts will be made to ensure effectiveness of the Legal Agreement in 2015, for which
the Borrower will sign prior to the 2015 December EB session and the IFAD President
will counter sign iImmediately following the EB and prior to Christmas leave; and

(d) Further the Borrower is committed to repaying the three loans which have not yet fully
matured when they fall due from January 2016, by roling up the related payments nto
the resettiement instalments due to avoid the risk that they do not pay on time as and
when those three loans fall due on separate months.

6 The IFAD Delegation highlighted the need to present & credible plan to IFAD sanior
management and thereafier 1o the IFAD Executive Board within the paramelers of past practice and
aloo suggeated limiting the overall financial expoaure of IFAD in the medium term which could
otherwsse impact negatively on the approval process of the plan. This advice was readily accepted by
the Borrower's Delegation who Indicated their strong commitment to honour the conditions and
agreed to work with IFAD in immediately drafting the Legal Agreement for the Debt Resettiement Plan
for signature and subsequent submissson 1o the IFAD Executive Board (see below).

B. IFAD'S PIPELINE OF LOANS AND GRANTS FOR ZIMBABWE

7. In light of the strong and convincing commitment from the Borrower 1o settie the arrears owed
to IFAD, the IFAD Delegation confirmed IFAD's commitment. in return, to the following:

(@) A Project Inception Mission wil be dispatched 1o the country within one to two months
following the signing of the present Minutes af Negotiations;

(o) The mission will be charged with the preparation of the Concept Note, containing a clear
conceptual framework of a possible pipeline project focusing on improving the incomes,
food and nutrition security of smallhoider communal farmers involved in smallholder

%]
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()

(e)

irngation, with a suitable combination of activities that may include one or several of the
following: irmigation infrastructure improvemant and development, scheme management,
and improved operation and maintenance; commercial agricultural production and
income generating actwities; market access and agribusiness development and
promotion, These are only indicative at this stage;

If the Borrower honours the first condition of the agreed Settlement Plan and makes the
down payment by end of October 2015, the draft Concept Note for the pipeline project
will be submitted for approval by IFAD Management in November 2015 to early
December 2015, even before the full settiement plan is approved by the IFAD Executive
Board dunng its mid-December 2015 session. IFAD Management will be willing to take
this risk in the hope that the EB will approve the plan based on the Government's very
strong commitment demonstrated by their wilingness to take on the more onerous
scenario out of the various options oMered by IFAD, but there is no guarantee it wil be
approved;

Assuming the final approval by the December 2015 EB session of the lifting of the
suspension of IFAD operations n Zimbabwe, IFAD will endeavour to complete the design
of the new project for possible consideration and approval by the IFAD Executive Board
session scheduled to be held in September 2016,

The total IFAD funding for the new project will be at least US$30 million, with a total
project cost around US$50-60 million. The balance of the funds will be mobilised from
other grant resources to be identified together by IFAD and the Government. They may
include other grant resources that IFAD has access to, co-financing from bilateral donors
active in the country, as well other interested multilateral donors and UN Agencies,

8.  The Borrower's Delegation requested that IFAD consider increasing its core contribution to the
project to up to USS 50 Million given the fact that Zimbabwe did not benefit from IFAD resources for
such & long time since its suspension. And the IFAD Delegation promised to bring this 10 the attention
of the IFAD Management for their consideration and decision

C. AGREED FOLLOW-UP ACTIONS

9. The key next steps to be urgently jointly, or individually, performed by toth IFAD's and the
Borrower's Delegations are as follows:

(a)

(b)

(c)

(d)

(e)

U]

IFAD and the Borower will agree the exact debt and related NPV based on the
contractual Iinterest rates In individual loan agreements as at the IFAD EB approval in
mid-December 2015;

;hoeBammrﬁllm&ﬁolhdmwwﬂmdmannmmrmmddm
15.;

The IFAD Delagation will submit, during the course of September-October 2015, the
present Minutes to Senior Management of IFAD for approval and decision to proceed
with executing its provisions immediately,

IFAD will dratt a formal Legal Agreement detading the above mentoned terms and
condtions of the Settlement Plan of arears owed to IFAD and submit the draft to the
Govemment not later than end October 2015 Once approved this will be the key
document 1o te submitied to the IFAD Exacutive Board at their session in December
2015;

IFAD and the Government will jointly undertake the Inception Mission of the new project
in September-October 2015, and proceed with obtaining the final approval of the
Concept Note of the new project before the end of 2015;

Assuming the 2015 December session of IFAD’s EB approves the Debt Settlement Plan,
IFAD and the Government will jointly undertake the design of the new project during the

A
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first semester of 2016 and ensure it is ready for consideration by the 2016 September
session of the IFAD Executive Board. Implementation of the approved version of the new
projact proposal, taking into account the comments of the Executive Board, can start
Implementation during the 4 quarter of 2016 with immediate impact on the positive
overall flow of funds from IFAD into the Zimbabwean economy.

10. The successful implementation of all the above sleps will be challenging, given the time
constraints and the long period of inactivity in the country, but is possible and will indicate a great
team work between the Parties of the Agreement. It will significantly impact the positive development
of the smaliholder agricultural sector of Zimbabwe with owerall positive Impact on the economy as a
whole aimost mstantaneously.

25" Day of August 2015, Harare, Riepublic of Zimbabwe

For the Borrower of the Republic | For the International Fund for Agricultural Development

of Zimbabwe I 15»)

Hon. Patrick A. Chinamasa Sana F/ K, Jatta /4 Ruth Farrant
Minister Regional Director and Controlier
Finance & Economic Development East and Southermn Africa Controfier's & Financial
Division Services Division
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Annex 1: List of Officials Who Assisted the Delegations
Ministry of Finance and Economic Development:
Rumbidzai Daitai, Assistant Chief Debt Office
Brighton Shayanewako, Deputy Director, Intermational Cooperation
Patrick Tuluzawu, Economist
AM Chidakwa, Ministry of Finance and Economic Development
Ministry of Agriculture, Mechanisation, and Irrigation Development
Mr K. Zata, Director
Ministry of Foreign Affairs
Francis Chigaazira, Ministry of Foreign Affairs, Zimbabwe
IFAD Delegation
Mrs Joylyn Ndoro, IFAD Consutant
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As Of Date: 30/09/2015

Country: ZWE

Currency: XDR

G LA

Cust. 5k Name Sre. Df Fin. Al Ace Num | Accoust Number Apﬂ"h_f" ""‘ﬁl".:‘ h“?f;l';r““ Eﬂ"g
TFAD LI-113- 1000001980 11041553 16-07-19%3 17-11-15%3 11,408,507.44
FAD LI-245 1000002118 06-12-1589 24-01-1590 01-08-1950 11,B59,629.33
IDMBAEWE IFAD LI-341- 1000002222 02-12-1993 17-01-1994 12-05-1993 5,013,066.22
TFAD L1-382- 100000267 13-09-1593 13-10-1995 02-11-199% 181135208
TFAD L1-480- 100000387 12-12-1598 17-02-1999 14-08-1999 £93,500.28
TOTAL 31,176,055 36
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Debt Settlement Repayment Schedule

Total Period of Repavment Flan 5

Grace Period Years ]

Repavment Years 5

Total Compensation Value 16 627 515

Downpayment (10%) 1 662 732

Discount Rate Az per Original Loan Terms Repayment Amounts

Repayment Dates HDR)
2015 Downpayment 1882 752
2018 0022016 1603 042
2018 0872016 1603 042
2017 022017 1603 042
2017 0082017 1603 042
2018 M0Z20e 1603 042
2018 0820128 1603 042
2015 022019 1603 042
2015 HMI0S2019 1603 042
2020 0022020 1603 042
2020 010802020 1603 042
Total Repayments 17 853 174




