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Negotiated financing agreement

Fostering Climate Resilient Upland Farming Systems
in the North East Project

(Negotiations concluded on 17 November 2017)
Loan Number:
Grant Number:

Project Title: Fostering Climate Resilient Upland Farming Systems in the North East
Project (“the Project”)

The Republic of India (the “Borrower/Recipient”)
and

The International Fund for Agricultural Development (the “Fund” or “IFAD")
(each a “Party” and both of them collectively the “Parties”)

WHEREAS:

(A) The Borrower/Recipient has requested a Loan and a Grant from the Fund
for the purpose of financing the Fostering Climate Resilient Upland Farming
Systems in the Northeast Project (FOCUS) to be implemented in the state of
Nagaland and in the state of Mizoram;

(B) This Agreement is to finance the implementation of the Project in the
state of Mizoram;

(C) For this purpose, the Borrower/Recipient shall make available to the
State of Mizoram the respective part of the proceeds of the Financing upon terms
and conditions set forth in this Financing Agreement;

(D) The Project shall be implemented in the state of Mizoram (the
“State”) pursuant to a separate agreement of even date herewith between the Fund
and the State (the “Project 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), the
Allocation Table (Schedule 2).

2. The Fund’s General Conditions for Agricultural Development Financing dated
29 April 2009, amended as of April 2014, and as may be amended hereafter 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 Schedule 2, paragraph 3 of this Agreement. In addition, the procurement of
goods, works and services under the Project, financed from resources provided or
administered by IFAD, will be undertaken in accordance with IFAD’s Project
Procurement Guidelines and Procurement Handbook approved in 2010 and as

1
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amended from time to time, as an exception to the General Conditions. 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 and a Grant to the Borrower/Recipient
(the “Financing”), which the Borrower/Recipient shall cause the State of Mizoram to
use to implement the Project in accordance with the terms and conditions of this
Agreement.

Section B

1. A. The amount of the Loan is thirty five million and three hundred
thousand United States dollars (USD 35 300 000).

B. The amount of the Grant is four hundred and fifty thousand United
States dollars (USD 450 000).

2. The Loan is granted on blend terms, and shall be subject to interest on the
principal amount outstanding at a fixed rate of 1.25 per cent and in addition a
service charge of 0.75 per cent per annum payable semi-annually in the Loan
Service Payment Currency and shall have a maturity period of twenty five (25)
years, including a grace period of five (5) years, starting from the date of approval
by the Executive Board.

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

5. Payments of principal, interest and service charge shall be payable on each
15 June and 15 December.

6. The Project Management Unit (PMU) of the Lead Project Agency will receive
funds through a budgetary allocation from the State Government which will include
IFAD financing and counterpart contribution. The PMU will open and maintain a
bank account in a commercial bank acceptable to the State to receive funds from
the Borrower/Recipient. Each District Management Unit (DMU) will also open and
manage a bank account in a commercial bank acceptable to the State to finance
project activities.

7. The Borrower/Recipient shall cause the State to provide an amount of
approximately eleven million one hundred forty thousand United States dollars
(USD 11 140 000) equivalent as counterpart financing for the Project. The
Borrower/Recipient, in cooperation with the State, shall undertake proactive
measures/policies for convergence of other Government schemes and mobilize
financial and in-kind contributions from beneficiaries. The Borrower/Recipient shall
cause the State to take measures required for accessing funds for the activities
ascribed to the Central Sector Scheme funds including the state share of the
Central Sector Scheme (CSS) funds and the funds are promptly released in advance
to the Department implementing the schemes.

Section C

1. At national level the Department of Economic Affairs, Ministry of Finance of
the Borrower/Recipient, will be the nodal agency for the Project while the nodal
agency at state level shall be shall be the Department of Agriculture in Mizoram.
The Lead Project Agency shall be the Society for Climate Resilient Agriculture in
Mizoram (SCRAM).
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2. The following are designated as additional Project Parties: the Lead Project
Agency and its DMUs of the Project; Indian Council of Agricultural Research; any
other stakeholder identified by the State in agreement with the Fund.

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

4, A Mid-Term Review will be conducted as specified in Section 8.03 (b) and (c)
of the General Conditions, not later than thirty six months from the date of entry
into force.

Section D

The Loan and the Grant will be administered and the Project supervised by the
Fund.

Section E

1. In addition to Section 12.01 of the General Conditions, the following is
designated as additional ground for suspension of this Agreement:

(a) The Project Implementation Manual (PIM) or any provision thereof, has
been waived, suspended, terminated, amended or substantially modified
without the prior agreement of the Fund and the Fund, after consultation
with the Borrower/Recipient, has determined that such waiver,
suspension, termination, amendment or modification has had, or is likely
to have, a material adverse effect on the Project, and the
Borrower/Recipient has not taken any measures to remedy the
situation; and

(b) The Lead Project Agency (SCRAM) has been liquidated without
prior consultation with the Fund.

2. In addition to Section 4.02 of the General Conditions, the following are
designated as additional general conditions precedent to withdrawal:

(a) The Lead Project Agency (SCRAM) has been duly established and
registered;

(b) Key project staff, including the PMU finance team has been appointed by
the SCRAM;

(c) A PIM has been prepared by the SCRAM and approved by the Fund; and

(d) The Project Agreement in form and substance acceptable to the Fund
shall have been duly concluded between the Fund and the State of
Mizoram.

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

For the Borrower/Recipient:

Secretary

Department of Economic Affairs
Ministry of Finance

North Block
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New Delhi 110001, India
For the 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 two (2) original copies, one (1) for the Fund and one (1) for the
Borrower/Recipient.

REPUBLIC OF INDIA

(Authorised Representative)
(name and title)

INTERNATIONAL FUND FOR
AGRICULTURAL DEVELOPMENT

Gilbert F. Houngbo
President
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Schedule 1
Project Description and Implementation Arrangements
I. Project Description

1. Target Population. The Project shall be implemented in the four districts
of Champhai, Mamit, Serchhip and Kolasib (the “Project Area”). The four selected
districts have approximately 83,254 rural households who represent the target
group of the Project in the State of Mizoram. The Project will adopt a social
targeting approach by excluding the households with permanent government jobs.
The target group categories will therefore include all tribal households involved in
jhum farming and those unable to take up jhum cultivation on account of labour
shortages and other vulnerable households having persons with disability and other
challenges. Women are the main contributors to both agriculture and livestock
activities and therefore gender will be mainstreamed into the project activities so
that women have access and control over resources both in terms of targeting of
project activities and also their participation in various committees of the project.

2. Goal. The overall goal of the Project is to increase agricultural income of
64, 500 households and to enhance their resilience to climate change.

3. Objectives. The objective of the Project is increasing the
environmental sustainability and profitability of farming systems practiced by
highland farmers.

4, Components. The Project shall consist of the following three components:

4.1 Component 1: Improved Jhum Management will aim to promote proven
and emerging climate resilient best practices

4.1.1 Better jhum and conservation will support: (i) capacity building of staff,
lead farmers and farmers; (ii) land use planning to develop rational and
sustainable systems for village land utilisation; (iii) better jhum management
through introduction of a package of improved practices for soil and fertility
management, crop production, agro-forestry and fallow management; and
(iv) community forest conservation with re-vegetation and soil conservation.

4.1.2 Settled agriculture will support: (i) existing rice cultivation on the lowlands
through short duration seeds, fertility improvement techniques and improved
cropping intensity; and (ii) existing orchards and plantation through
demonstration of soil and water conservation works, improved planting
materials and planting of high value trees. In Mizoram, the poorest
households in each village will be supported to get access to land for settled
agriculture.

4.1.3 The State of Mizoram will contract the Food and Agriculture Organization of
the United Nations (FAO), using the grant proceeds, to provide the following
services in the areas of soil and water conservation, terrace rice cultivation,
agronomy, agroforestry and nursery development, but not limited to: (i)
training of trainers; (ii) technical backstopping by experienced consultants;
and (iii) exposure visits both international and national.

4.2 Component 2: Value chain and market access

4.2.1 Value chain development will support: (i) production support for clusters of
market-orientated spices (chilli, turmeric and ginger in Mizoram), including
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supply of planting materials and training; (ii) marketing support for a range of
cash crops with marketable volume; (iii) livestock support largely covering
pigs with support for breeding, feed improvement, and animal health; and (iv)
innovation support for testing and dissemination of innovative technologies
and approaches for agriculture, livestock and marketing.

4.2.2 Market access infrastructure will support construction of market infrastructure
using climate resilient building techniques. The Project will support building
agriculture link roads in Mizoram.

4.3 Component 3: Project Management and Knowledge Services. The Project
will be implemented by a new Society to be established within the Department of
Agriculture (DoA) in Mizoram. As this Project covers the two states of Nagaland and
Mizoram, it will be a testing ground for improved jhum practices for the north-
eastern region. To facilitate cross learning, the project in each state, will engage
Indian Council of Agricultural Research (ICAR) to generate knowledge on upland
farming systems and their response to climate change and to create a learning
platform for other states in North East Region.

II. Implementation Arrangements

5.  Coordination. The Governing Council of SCRAM will function as the state level
Project Steering Committee (PSC). The Chief Secretary of the State of Mizoram will
be the Chairperson of the PSC. The PSC will meet once in six months to review
progress, provide overall guidance and policy support and to facilitate inter-
departmental coordination specifically with regard to convergence. All the members
of the Governing Council will be the members of the PSC. PSC will
invite representatives from the National Bank for Agriculture and Rural
Development (NABARD), Civil Society and Technical Experts of repute to participate
in the PSC meetings. The State Project Director shall be the member secretary of
the PSC. PSC shall be largely responsible for policy decisions with regard to
statutory obligations and also for approving the Project Implementation Manual and
its amendments thereto from time to time, and the Annual Work Plan and Budget
(AWPB) before incorporation into the state budget.

6. The Project shall establish a Project Management Committee (PMC) headed by
the Secretary, Agriculture in Mizoram. The Directors of the relevant technical
departments will be the members and the Chief Executive Officer of the Society will
the Secretary. The PMC will meet quarterly and will be responsible for resolving
implementation issues, interdepartmental coordination and allocation of funds
under convergence and centrally sponsored schemes.

7. The Project shall establish a District Project Coordination Committee (DPCC)
in each project district. The DPCC will meet quarterly to discuss the project
implementation progress, constraints and remedies. The most important function of
this committee will be to ensure flow of funds from Mahatma Gandhi National Rural
Employment Guarantee Scheme (MGNREGS) and from other agriculture and allied
central sector schemes for implementing project activities. The DPCC will be chaired
by the Deputy Commissioner / District Collector of the respective project district
and the District Project Manager will be the Vice Chairperson/Member Secretary.
The members of the DPCC will be important district level officers. Based on the
need, representatives of NABARD and Lead Bank will also be invited to participate
in the DPCC meetings. A representative from PMU may attend any of the DPCC
meetings if and when required.

8. The Project shall establish a Block Project Coordination Committee (BPCC) in
each Block of the project area. The BPCC will meet bimonthly to discuss approval

6



EB 2017/122/R.17/Rev.1 Js)

and review of the MGNREGS activities and their convergence with project activities.
This committee will be chaired by the Block Development Officer and the
Circle/Block Agriculture Officer will be the Member-Secretary. The members of
BPCC will include: (i) Chairpersons of all project Village Councils; and (ii) All
Block/Circle level officers.

9. Management. The state PMU will be housed within the SCRAM and vested
with the project management responsibility in terms of planning, implementation,
supervision, monitoring and evaluation, budgeting, financial management,
procurement and compliance with the provisions of the financing and project
agreements. The Chief Executive Officer/Secretary of the SCRAM will be the State
Project Director (SPD). The SPD will be reporting to the Secretary Agriculture /
Director Agriculture in Mizoram. All funds with the exception of CSS and state share
for CSS funding will flow through the Agriculture Department in Mizoram by
creating a separate line item in their respective annual budget. The SCRAM shall be
provided with full time senior technical staff of the rank of Deputy Directors on
deputation. In addition, a Finance and Accounts Specialist, a Manager - Planning
and M&E, a Manager - Knowledge Management, a Manager - Gender
and Community Institutions, a Finance and Accounts Officer and other support staff
will be engaged on contract basis. Staff appointments, except those on deputation,
will be fixed term contracts of at least three years and the candidates will be
recruited from the open-market based on professional competence and experience.
The duration of their contracts will not exceed the Project implementation period.
The SCRAM while recruiting staff will give preference to women subject to other
things being equal.

10. District Management Units (DMUs). The project shall establish a DMU in
each district within the District Agriculture Office. The District Agriculture Officer will
be the District Project Manager. A small team of professionals will be recruited to
facilitate project implementation and administration. DMUs will function as an
outpost of SCRAM. DMU will be authorised to release funds based the sanctioned
AWPB. A technical team comprising officers of mid-level seniority drawn from the
Departments of Agriculture, Horticulture, Animal Husbandry and Soil and Water
Conservation will be attached full time for this project. In addition, the project will
engage a Planning and Monitoring Officer, a Finance and Accounts Officer and the
required junior professionals at the district level on a contract basis.

11. Subsidiary Agreement. The State, through the Department of Agriculture,
will enter into a Subsidiary Agreement, acceptable to the Fund, with SCRAM.
Among other things, the provisions of the Subsidiary Agreement will include: (i) the
SCRAM declares its commitment to the goal and objective of the Project and, in
furtherance of such goal and objective, they shall undertake to carry out the Project
in accordance with the Financing Agreement and with the Project Agreement; (ii)
the preparation of annual plan and budget, and fund flow arrangements; (iii)
physical and financial reporting requirements; (iv) auditing and submission of
Project financial statements; (v) adherence to IFAD Procurement Guidelines and
approved Procurement Plan; (vi)using bank interest earned for eligible
expenditures; (vii) updating of CSS physical and financial achievements in
the respective online portals of Ministry of Agriculture, Government of India (viii)
adopting an accounting software to record and generate financial reports and
(ix) applying IFAD Policy on Fraud and Anti-corruption.

12. Project Implementation Manual (PIM). The PIM shall include procedures
and processes for project implementation, financial administration and reporting
and procurement of goods, works and services. As per IFAD Policy of Engagement
with Indigenous Peoples (2009), the PIM will outline the implementation of the
Free, Prior and Informed Consent which will capitalize on the participatory planning

7
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process of the Project. The PMU shall adopt the PIM substantially in the form
approved by the PSC and the Fund and may make amendments thereto from time
to time with the approval of the Fund. In case of any discrepancies between the
provisions of the PIM and those of this Agreement, the provisions of this Agreement
shall prevail.

13. Planning, Monitoring and Evaluation (M&E), and Learning. The AWPB is
the key planning document for FOCUS and will serve as the instrument for
identifying specific targets and activities and in relating these to project outcomes
and objectives. Each year a draft AWPB will be consolidated by the PMU with inputs
from DMUs. Each DMU will consolidate proposals for activities that have come from
project villages. The draft AWBP will then be approved by the PSC before
submission to IFAD for its concurrence. If required, the PMU may propose
adjustments or revision in the AWPB during the project year. The approved AWPB
will be used as a key document when reviewing performance and progress during
the IFAD supervision missions. AWPB includes the Procurement Plan.

14. The Project’'s M&E system will measure performance against the project log
frame as well as showing the contribution of project outcomes to the government'’s
strategic objectives for the agricultural and rural sector. The M&E system will also
provide evidence of the results in terms of IFAD’s objectives at the country level,
with data disaggregated by gender and by age to show impact on women and
youth. The M&E system will also be a learning tool to provide information for critical
reflection on project strategies and operations. It will support decision-making at
various levels and be a basis for results-based management.

15. The Project will develop a Knowledge Management strategy and action plan.
This will include internal learning as well as knowledge sharing with external
stakeholders and the wider development community through generation of
knowledge products, such as newsletters, briefs, training materials, technical
manuals, booklets, posters, videos, etc. The project will also aim to be a platform
for learning for the other states in North Eastern Region (NER) wherever jhum is
being practiced. A Project website will be established as a knowledge sharing tool,
with information on good practices and innovations shared with NITI Aayog, DEA
and Ministry of Development of North East Region and also displayed on the IFAD
Asia website.

16. This Project is a part of a two state project and ICAR will be engaged by the
two states to conduct specific studies and to organize periodic learning events in
the region to facilitate cross learning in the region, undertake documentation and
dissemination on the evolution and sustainability of upland farming systems and
their capacity to respond to climate change.
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Schedule 2

Allocation Table

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

Category Loan Amount Grant Percentage
Allocated Amount
(expressed in Allocated
UsD) (expressed in
UsD)
1. Works 11 100 000 85%
2. Grants and Subsidies 1 100 000 450 000 100% except the Innovation
fund funded by the loan at 70%
3. Goods, Services and 9 000 000 Goods, Services and Input at
Inputs 90%, equipment and material at
80%
4. Training 4 900 000 Training and workshop at 100%,
consultancies and TA at 85%
Salaries and 5 700 000 90%
Allowances
Unallocated 3 500 000
TOTAL 35 300 000 450 000

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

“Works” financed by IFAD include \village forest conservation
infrastructures, irrigation water infrastructures, bench terracing works,
road rehabilitation.

“Grants and Subsidies” financed by IFAD include a grant to the State of
Mizoram to hire FAO for technical assistance, as well as financing to the
Innovation Fund.

“Goods, services and Input” financed by IFAD include equipment and
material, supply of planting material, animal husbandry equipment.

“Training” financed by IFAD include workshops, consultancy services and
technical assistance.

“Salaries and Allowances” financed by IFAD include operating costs.

2. Retroactive financing. As an exception to Section 4.08 (a) (ii) of the General
Conditions, expenditures of up to the equivalent of two hundred fifty thousand
United States dollars (USD 250 000) incurred after 10 June 2017 but before the
date of entry into force of this Agreement shall be charged under category 3,
Goods, services and inputs and under category 4, Training. The retroactive
financing may be claimed from the Loan Account when the general conditions
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precedent to withdrawal are complied with. The retroactive financing is not
additional financing and shall be within the Loan resources allocated.

Negotiated financing agreement:

"Fostering Climate Resilient Upland Farming Systems
in the NorthEast (Nagaland)”

(Negotiations concluded on 17 November 2017)

Loan Number:
Grant Number:

Project Title: Fostering Climate Resilient Upland Farming Systems in the Northeast
(FOCUS) (Nagaland) (“the Project”)

The Republic of India (the “Borrower/Recipient”)
and
The International Fund for Agricultural Development (the “Fund” or “IFAD")

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

WHEREAS:

(A) The Borrower/Recipient has requested a Loan and a Grant from the Fund
for the purpose of financing the Fostering Climate Resilient Upland Farming
Systems in the Northeast Project (FOCUS) to be implemented in the state of
Nagaland and in the state of Mizoram;

(B) This Agreement is to finance the implementation of the Project in the
state of Nagaland;

(C) For this purpose, the Borrower/Recipient shall make available to the
State of Nagaland the respective part of the proceeds of the Financing upon terms
and conditions set forth in this Financing Agreement;

(D) The Project shall be implemented in the state of Nagaland (the “State”)
pursuant to a separate agreement of even date herewith between the Fund and the
State (the “Project 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).

2. The Fund’s General Conditions for Agricultural Development Financing dated
29 April 2009, amended as of April 2014, and as may be amended hereafter from
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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 Schedule 2, paragraph 3 of this agreement. In addition, the procurement of
goods, works and services under FOCUS, financed from resources provided or
administered by IFAD, will be undertaken in accordance with IFAD’s Project
Procurement Guidelines and Procurement Handbook approved in 2010 and as
amended from time to time, as an exception to the General Conditions for
Agricultural Development Financing. 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 and a Grant to the Borrower/Recipient (the
“Financing”), which the Borrower/Recipient shall cause the State of Nagaland to use
to implement the Project in accordance with the terms and conditions of this
Agreement.

Section B

1. A.  The amount of the Loan is forty million two hundred fifty thousand
United States dollars (USD 40 250 000).

B. The amount of the Grant is five hundred and fifty thousand United
States dollars (USD 550 000).

2. The Loan is granted on blend terms, and shall be subject to interest on the
principal amount outstanding at a fixed rate of 1.25 per cent and in addition a
service charge of 0.75 per cent per annum payable semi-annually in the Loan
Service Payment Currency and shall have a maturity period of twenty five (25)
years, including a grace period of five (5) years, starting from the date of approval
by the Executive Board.

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

5. Payments of principal, interest and service charge shall be payable on each 15
June and 15 December.

6. The Project Management Unit (PMU) of the Lead Project Agency will receive
funds through a budgetary allocation from the State Government which will include
IFAD and counterpart contribution. The Government of India share and the State
share of the Central Sector Schemes (CSS) funds shall also be transferred to the
PMU. The PMU will open and maintain a bank account in a commercial bank
acceptable to the State and to receive funds from the Borrower/Recipient. Each
District Management Unit (DMU) will also open and manage a bank account in a
commercial bank acceptable to the State to finance project activities.

7. The Borrower/Recipient shall cause the State to provide an amount of
approximately seventeen million three hundred twenty thousand United States
dollars (USD 17 320 000) equivalents as counterpart financing for the Project. The
Borrower/Recipient, in cooperation with the State, shall undertake proactive
measures/policies for convergence of other Government schemes for mobilization of
financial and in-kind contributions from beneficiaries.

Section C

1. At national level the Department of Economic Affairs, Ministry of Finance of
the Borrower/Recipient, will be the nodal agency for the Project while the nodal
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agency at state level shall be the Office of the Agriculture Production Commissioner
in Nagaland. The Lead Project Agency shall be the Society for Climate Resilient
Agriculture in Nagaland (SOCRAN).

2. The following are designated as additional Project Parties: the Lead Project
Agency and its DMUs s of the Project; Indian Council of Agricultural Research; any
other stakeholder identified by the State in agreement with the Fund.

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

4, A Mid-Term Review will be conducted as specified in Section 8.03 (b) and (c)
of the General Conditions, not later than thirty six months from the date of entry
into force.

Section D

The Loan and the Grant will be administered and the Project will be supervised by
the Fund.

Section E

1. In addition to Section 12.01 of the General Conditions, the following is
designated as additional ground for suspension of this Agreement:

(a) The Project Implementation Manual (PIM) or any provision thereof, has
been waived, suspended, terminated, amended or substantially modified
without the prior agreement of the Fund and the Fund, after consultation
with the Borrower/Recipient, has determined that such waiver,
suspension, termination, amendment or modification has had, or is likely
to have, a material adverse effect on the Project, and the
Borrower/Recipient has not taken any measures to remedy the
situation; and

(b) The Lead Project Agency (SOCRAN) has been liquidated without prior
consultation with the Fund.

2. In addition to Section 4.02 of the General Conditions, the following are
designated as additional general conditions precedent to withdrawal:

(a) The Lead Project Agency (SOCRAN) society has been duly established
and registered;

(b) Key project staff, including the finance team, has been appointed by
SOCRAN;

(c) A PIM has been prepared by SOCRAN and approved by the Fund; and
(d) The Project Agreement in form and substance acceptable to the Fund

shall have been duly concluded between the Fund and the State of
Nagaland.

12



EB 2017/122/R.17/Rev.1 Js)

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

For the Borrower/Recipient:

Secretary

Department of Economic Affairs
Ministry of Finance

North Block

New Delhi 110001, India

For the Fund:
The President
International Fund for Agricultural development
Via Paolo di Dono 44
00142 Rome, Italy

This Agreement, dated , has been prepared in the English language in two
(2) original copies, one (1) for the Fund and one (1) for the Borrower/Recipient.

REPUBLIC OF INDIA

(Authorized Representative)
(name and title)

INTERNATIONAL FUND FOR
AGRICULTURAL DEVELOPMENT

Gilbert F. Houngbo
President
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Schedule 1

Project Description and Implementation Arrangements

I. Project Description

1. Target Population. The Project shall be implemented in the eight districts of
Mon, Longleng, Zunheboto, Wokha, Kiphire, Phek, Mokokchung and Kohima (the
“Project Area”). The eight selected districts have approximately 200,000 households.
The Project would adopt a social targeting approach by excluding the households with
permanent government jobs. The target group categories would therefore include all
tribal households involved in jhum farming and those unable to take up jhum
cultivation on account of labour shortages and other vulnerable households having
persons with disability and other challenges. Women are the main contributors to
both agriculture and livestock activities and therefore gender would be mainstreamed
into the Project activities so that women have access and control over resources both
in terms of targeting of project activities and also their participation in various
committees of the Project.

2. Goal. The overall goal of the Project is to increase agricultural income of
137,000 households, and to enhance their resilience to climate change.

3. Objectives. The objective of the Project is increasing the environmental
sustainability and profitability of farming systems practiced by highland farmers.

4, Components. The Project shall consist of the following three components:

4.1. Component 1. Improved Jhum Management will aim to promote
proven and emerging climate resilient best practices

4.1.1 Better jhum and conservation will support: (i) capacity building of staff, lead
farmers and farmers; (ii) land use planning to develop rational and
sustainable systems for village land utilisation; (iii) better jhum
management through introduction of a package of improved practices for
soil and fertility management, crop production, agro-forestry and fallow
management; and (iv) community forest conservation with re-vegetation
and soil conservation.

4.1.2. Settled agriculture will support: (i) existing rice cultivation on the lowlands
through short duration seeds, fertility improvement techniques and
improved cropping intensity; and (ii) existing orchards and plantation
through demonstration of soil and water conservation works, improved
planting materials and planting of high value trees.

4.1.3. The State of Nagaland will contract Food and Agriculture Organization of the
United Nations (FAQO), using the grant proceeds, to provide the following
services in the areas of soil and water conservation, terrace rice cultivation,
agronomy, agroforestry and nursery development, but not limited to: (i)
Training of trainers; (ii) technical backstopping by experienced consultants;
(iii) exposure visits both international and national.

4.2. Component 2. Value chain and market access
4.2.1. Value chain development will support: (i) production support for clusters of

market-orientated spices (large cardamom, chilli and ginger in Nagaland),
including supply of planting materials and training; (ii) marketing support for
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a range of cash crops with marketable volume; (iii) livestock support largely
covering pigs with support for breeding, feed improvement, and animal
health; and (iv) innovation support for testing and dissemination of
innovative technologies and approaches for agriculture, livestock and
marketing.

4.2.2. Market access infrastructure will support construction of market
infrastructure using climate resilient building techniques. IFAD loan funds In
Nagaland will be only allocated for construction of critical gaps in the existing
road infrastructure such as bridges, culverts and other cross drainage
structure.

4.3 Component 3. Project Management and Knowledge Services. The
Project will be implemented by a new Society called Society for Climate Resilient
Agriculture in Nagaland (SOCRAN) to be established within the Agriculture
Production Commissioner’s Office (APC’s Office) in Nagaland. As this Project covers
the two states of Nagaland and Mizoram, it will be a testing ground for improved
jhum practices for the north-eastern region. To facilitate cross learning, the Project
in each state, will engage Indian Council of Agricultural Research (ICAR) to
generate knowledge on upland farming systems and their response to climate
change and to create a learning platform for other states in North East Region.

II. Implementation Arrangements

5. Coordination. The Governing Council of the SOCRAN would function as the
state level Project Steering Committee (PSC). The Chief Secretary of the State of
Nagaland would be the Chairperson of the PSC. The PSC will meet once in six
months to review progress, provide overall guidance and policy support and to
facilitate inter-departmental coordination specifically with regard to convergence.
All the members of the Governing Council will be the members of the PSC. PSC will
invite representatives from the National Bank for Agriculture and Rural
Development (NABARD), Civil Society and Technical Experts of repute to participate
in the PSC meetings. The State Project Director shall be the member secretary of
the PSC. PSC shall be largely responsible for policy decisions with regard to
statutory obligations and also for approving the Project Implementation Manual and
its amendments thereto from time to time, and the Annual Work Plan and Budget
(AWPB) before incorporation into the state budget.

6. The Project shall establish a Project Management Committee (PMC) headed by
the Agriculture Production Commissioner and Mission Director, in Nagaland. The
Directors of the relevant technical departments will be the members and the Chief
Executive Officer of the Society will be the Secretary. The PMC will meet quarterly
and will be responsible for resolving implementation issues, interdepartmental
coordination and allocation of funds under convergence and centrally sponsored
schemes.

7.  The Project shall establish a District Project Coordination Committee (DPCC)
in each project district. The DPCC will meet quarterly to discuss the Project
implementation progress, constraints and remedies. The most important function of
this committee will be to ensure flow of funds from agriculture and allied central
sector schemes for implementing project activities. The DPCC will be chaired by the
Deputy Commissioner/District Collector of the respective project district and the
District Project Manager will be the Vice Chairperson. The members of the DPCC will
be important district level officers. Based on the need, representatives of NABARD
and Lead Bank will also be invited to participate in the DPCC meetings. A
representative from PMU may attend any of the DPCC meetings if and when
required.
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8. The Project shall establish a Block Project Coordination Committee (BPCC) in
each Block of the Project area. The BPCC will meet bimonthly to discuss
convergence between MGNREGS and the Project . This committee will be chaired by
the Sub-divisional Officer and the Sub-divisional Agriculture Officer would be the
Member-Secretary. The members of BPCC will include: (i) Chairpersons of all
project Village Councils; and (ii) All Block/Circle level officers.

9. Management. The state level PMU will be housed within the SOCRAN and
vested with the project management responsibility in terms of planning,
implementation, supervision, monitoring and evaluation (M&E), budgeting, financial
management, procurement and compliance with the provisions of the financing and
project agreements. The Chief Executive Officer/Secretary of the SOCRAN will be
the State Project Director (SPD). The SPD will be reporting to the Agriculture
Production Commissioner (APC) and Mission Director in Nagaland. State budget
allocations for the Project, including parallel financing funds from CSSs, IFAD loan
proceeds, IFAD grant, and the state share for CSS funding, will flow through the
APC’s office in Nagaland. The Society shall be provided with full time senior
technical staff of the rank of Deputy Directors on deputation. In addition, a Finance
and Accounts Specialist, a Manager - Planning and M&E, a Manager - Knowledge
Management, a Manager - Gender and Community Institutions, a Finance and
Accounts Officer and other support staff would be engaged on contract basis. Staff
appointments, except those on deputation, will be fixed term contracts of at least
three years and the candidates will be recruited from the open-market based on
professional competence and experience. The duration of their contracts will not
exceed the Project implementation period. The Society while recruiting staff will
give preference to women subject to other things being equal.

10. District Management Units (DMUs). The Project shall establish a DMU in each
district within the District Agriculture Office. The District Agriculture Officer will be
the District Project Manager. A small team of professionals will be recruited to
facilitate Project implementation and administration. DMUs will function as an
outpost of SOCRAN. DMU will be authorised to release funds based the sanctioned
AWPB. A technical team comprising officers of mid-level seniority drawn from the
Departments of Agriculture, Horticulture, Animal Husbandry and Soil and Water
Conservation would be attached full time for this project. In addition, the project
would engage a Planning and Monitoring Officer, a Finance and Accounts Officer and
the required junior professionals at the district level on a contract basis.

11. Subsidiary Agreement. The State, through the Agricultural Production
Commissioner, will enter into a Subsidiary Agreement, acceptable to the Fund, with
SOCRAN. Among other things, the provisions of the Subsidiary Agreement will
include: (i) SOCRAN declares its commitment to the goal and objective of the
Project and, in furtherance of such goal and objective, they shall undertake to carry
out the Project in accordance with the Financing Agreement and with the Project
Agreement; (ii) the preparation of annual plan and budget, and fund flow
arrangements; (iii) physical and financial reporting requirements; (iv) auditing and
submission of Project Financial Statements; (v) adherence to IFAD Procurement
Guidelines and approved Procurement Plan; (vi) using bank interest earned for
eligible expenditures; (vii) updating of CSS physical and financial achievements in
the respective online portals of Ministry of Agriculture, Government of India (viii)
adopting an accounting software to record and generate financial reports and (ix)
applying IFAD Policy on Fraud and Anti-corruption.

12. Project Implementation Manual (PIM). The PIM shall include procedures and

processes for Project implementation, financial administration and reporting and
procurement of goods, works and services. As per IFAD Policy of Engagement with
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Indigenous Peoples (2009), the PIM will outline the implementation of the Free,
Prior and Informed Consent which will capitalize on the participatory planning
process of the Project. The PMU shall adopt the PIM substantially in the form
approved by the PSC and the Fund and may make amendments thereto from time
to time with the approval of the Fund. In case of any discrepancies between the
provisions of the PIM and those of this Agreement, the provisions of this Agreement
shall prevail.

13. Planning, M&E, and Learning. The AWPB is the key planning document for
FOCUS and will serve as the instrument for identifying specific targets and activities
and in relating these to project outcomes and objectives. Each year a draft AWP&B
will be consolidated by the PMU with inputs from DMUs. Each DMU will consolidate
proposals for activities that have come from project villages. The draft AWBP will
then be approved by the PSC before submission to IFAD for its concurrence. If
required, the PMU may propose adjustments or revision in the AWPB during the
Project year. The approved AWPB will be used as a key document when reviewing
performance and progress during the IFAD supervision missions. AWPB includes the
Procurement Plan.

14. The project’s M&E system will measure performance against the project log
frame as well as showing the contribution of Project outcomes to the government'’s
strategic objectives for the agricultural and rural sector. The M&E system will also
provide evidence of the results in terms of IFAD’s objectives at the country level,
with data disaggregated by gender and by age to show impact on women and
youth. The M&E system will also be a learning tool to provide information for critical
reflection on project strategies and operations. It will support decision-making at
various levels and be a basis for results-based management.

15. The Project will develop a Knowledge Management strategy and action plan.
This will include internal learning as well as knowledge sharing with external
stakeholders and the wider development community through generation of
knowledge products, such as newsletters, briefs, training materials, technical
manuals, booklets, posters, videos, etc. The Project will also aim to be a platform
for learning for the other states in the North Eastern Region wherever jhum is being
practiced. A project website will be established as a knowledge sharing tool, with
information on good practices and innovations shared with NITI Aayog, DEA and
Ministry of Development of North East Region and also displayed on the IFAD Asia
website.

16. This Project is a part of a two state project and ICAR will be engaged by the
two states to conduct specific studies and to organize periodic learning events in
the region to facilitate cross learning in the region, undertake documentation and
dissemination on the evolution and sustainability of upland farming systems and
their capacity to respond to climate change.
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Allocation Table
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1.  Allocation of Loan and Grant Proceeds. (a) The Table below sets forth the
Categories of Eligible Expenditures to be financed by the Loan and the Grant and the
allocation of the amounts of the Loan and the Grant to each Category and the
percentages of expenditures for items to be financed in each Category:

Category Loan Amount Grant Percentage
Allocated Amount
(expressed Allocated
in USD) (expressed
in USD)
1. Works 7 400 000 85%

2. Grants and

Subsidies

3. Goods, Services
and Inputs

4. Training

5. Salaries and
Allowances

Unallocated

TOTAL

1 400 000 550 000

12 800 000

9 800 000

4 800 000

4 050 000

40 250 000 550 000

100% except the Innovation fund
funded by the loan at 70%

Goods, Services and Input at
90%, equipment and material at
80%

Training and workshop at 100%,
consultancies and TA at 85%

90%

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

“"Works"” financed by IFAD include village forest conservation infrastructures,
irrigation water infrastructures, bench terracing works, road rehabilitation.

“Grants and Subsidies” financed by IFAD include a grant to the State of
Nagaland to hire FAO for technical assistance, as well as the financing to the
Innovation Fund.

“Goods, services and Input” financed by IFAD include equipment and
material, supply of planting material, animal husbandry equipment.

“Training” financed by IFAD include workshops, consultancy services and
technical assistance.

“Salaries and Allowances” financed by IFAD include operating costs.
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2. Retroactive financing. As an exception to Section 4.08(a) (ii) of the General
Conditions, expenditures of up to the equivalent of three hundred thousand United
States dollars (USD 300 000) incurred after 10 June 2017 but before the date of
entry into force of this Agreement for shall be charged under the Category 3,
Goods, Services and Input and under category 4, Training. The retroactive financing
may be claimed from the Loan Account when the general conditions precedent to
withdrawal are complied with. The retroactive financing is not additional financing
and shall be within the Loan resources allocated.
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Logical framework

Indicators Means of Verification RIS () §
RESIE (r G Name Baseline Mid-Term Endline Source Frequency Responsibility Risks (R)
Outreach | -Number of persons 0 402,000 1,007,500 Project MIS Yearly M&E Unit
receiving services promoted
by the project
-Number of youth receiving 0 24,180 60,450
services promoted by the
project
Number of HH reached 0 81,400 201,500 Project MIS Yearly M&E Unit
Goal: Income of 201,500 farm | % of HH jhum- farming for 0 70% Impact Baseline M&E Unit | (A) economic growth
households in hill areas of Nagaland @ 3 or more years assessment End-line Commissioned and social stability
and Mizoram increased and their | continuously on single plot Study
resilience  to  climate  change "Number of HH reporting 0 61,050 151,125 Impact Baseline M&E Unit
enhanced | jhcrease  of >100% in assessment End-line | Commissioned
household incomes Study
Development Objective: % soil carbon 4% Soil carbon Baseline M&E Unit | (R) Climate change
Environmental  sustainability = and test Annual and/or better non-
profitability of the farming systems in | Real increase in net farm 0 3,151.2 4,754.6 TOS Baseline M&E Unit | farm opportunities
hillareas enhanced | jncome (in 2017 prices) in MTR Commissioned | makes farming
million INR End-line Study unattractive.
Number of trees increased 0 10 #/ha 20#/ha TOS Baseline M&E Unit
at least 20 per ha in jhum MTR | Commissioned
plot End-line Study
Outcome 1: Improved farmers' | Number of HH reporting 0 81,400 201,500 Project MIS Yearly M&E unit | (A) Producers are
capacities to manage upland farming | adoption of environmentally able to finance the
sustainably | sustainable and  climate continued
resilient _technologies _and investments  required
practices® to climate proof their
farms
Outputs:
a. Participatory Land Use Planning | No of VC with completed 0 922 922 Project MIS Yearly M&E unit | (A) Access to reliable
conducted = PLUP and land suitability technical advice and

maps

planting material is

'Climate resilient technologies and practices refer to agro-forestry, soil and water conservation, improved planting material, integration with livestock
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Indicators

Means of Verification

Assumptions (A) /

RO G Name Baseline Mid-Term Endline Source Frequency Responsibility Risks (R)
b. improved jhum management | No farmers trained (W/M) 0| 101,800 290,800 Project MIS Yearly M&E unit secured
on better jhum and fallow
management (A) Effectiye
No farmers trained (W/M) 0| 35,000 105,200 Project MIS Yearly M&E unit = convergence with
on settled agriculture Govt programme  to
Area in ha under SWC, by 0 | 58,240 88,250 Project MIS Yearly M&E unit bulld the assets of
. . the poorer HH
jhum, jhum fallow, settled
agriculture
c. Village forest conserved | Area under CCA managed 0 10,600 18,440 Project MIS Yearly M&E unit
by VC
d. Access of poorest households | No of HH benefitting from 0 5440 10,880 Project MIS Yearly M&E unit
support to landless
Outcome 2: Increased volume of Gross returns from spices 0 289.9 947.0 Project MIS Yearly M&E Unit | (R) High transaction
marketed crops and livestock , with (million INR) Commissioned | cost due to small
improved returns to producers | Gross returns from livestock 0 295.8 584.4 Study | volume and remote
(million INR) location
§ Outpsts: No participating HH in 0 6800 15,200 AOS Annual M&E unit | (R) Implementation of
a. Spice producers are integrated in i i i
natior:1al pand internationa% spice organized spice value chain APMC Act prevents
markets new types of market
linkages and reduces
b. Increased productivity of pig Pig off-take number 0 27,000 55,000 AOS Annual M&E unit farm-gate prices.
production
c. value-chain clusters developed Number of clusters 0 35 80 AOS Annual M&E unit
Outcome 3: Improved access to | Number of farmers 0 | 20,000 48,000 AOS Annual M&E unit | (A) Operation and
markets | reporting improved physical maintenance by
access to markets communities  and
Outputs: | Length and type of access 0 300 800 Project | Quarterly M&E unit Govt is effective.
a. Rural roads rehabilitated road rehabilitated in km MIS

Underlined indicators are IFAD RIMS indicators
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