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Negotiated financing agreement
Integrated Agricultural and Marketing Development
Project

(Negotiations concluded on 22 November 2017)

DSF Grant No.:

Project Title: Integrated Agricultural and Marketing Development Project ("IAMDP” or
“the Project”)

The Republic of the Sudan (the “Recipient”)

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, 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., 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 Debt Sustainability Framework (DSF) Grant to the
Recipient (the “Financing”), which the Recipient shall use to implement the Project in
accordance with the terms and conditions of this Agreement.

Section B

1. The amount of the DSF Grant is twenty two million four hundred thousand Euro
(EUR 22 400 000).

2. The first day of the applicable Fiscal Year shall be 1 January.

3. There shall be a Desighated Account opened by the Recipient in the Central Bank of
Sudan or a commercial bank in order to receive the proceeds of the Grant.

4. The Recipient shall provide counterpart financing for the Project in an amount
equivalent to seven million five hundred fifty thousand Euro (EUR 7 550 000).

Section C
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1. The Lead Project Agency shall be the Federal Ministry of Agriculture and Forestry
(MOoAF).

2. The following are designated as additional Project Parties: the State Ministries of
Agriculture and Livestock of Sinnar, South Kordofan, North Kordofan and West Kordofan.

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

Section D
The Financing will be administered and the Project supervised by the Fund.
Section E

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

(a) A Financial Manager shall have been appointed at the Project Coordination
Unit (PCU) subject to no objection by the Fund.

(b) The draft PIM referred to in paragraph 13 of Schedule 1 to this Agreement
shall have been submitted and approved by the Fund.

(c) A fully functional accounting software, subject to no objection by the Fund,
shall have been installed at Project Coordination Unit (PCU) and State Project
Implementation Units (SPIU).

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

For the Recipient:

Minister of Finance and Economic Planning
Ministry of Finance and Economic Planning
P.O. Box 2092

Khartoum

Sudan

For the Fund:

The President

International Fund for Agricultural Development
Via Paolo di Dono 44

00142 Rome, Italy
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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 Recipient.

REPUBLIC OF SUDAN

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.  Project Area. The IAMDP will be implemented in the four states of Sinnar, North
Kordofan (NK), South Kordofan (SK) and West Kordofan (WK). The main source of
livelihood among rural populations in Project area is traditional rainfed agriculture (crop
production, animal husbandry (mainly of small ruminants) and forest-based activities
(mainly gum Arabic). The IAMPD will intervene in rural villages targeting 27,000
smallholder households.

2. Target Population. The target population will be (i) the rural poor living in extreme
poverty; (ii) subsistence and semi-subsistence farmers willing to move to more commercial
farming; and (iii) service providers, input suppliers or off takers of agricultural produce
with actual or potential strong backward linkages to poor rural communities. Particular
attention will be given to the participation women and youth. A comprehensive targeting
strategy, selection of localities and village selection criteria will be documented in the
Project Implementation Manual (PIM), subject to IFAD no objection.

3. Goal. The goal of the Project is to enhance food security and reduce poverty in poor
rural households, through investment in crop production, marketing and capacity building
of public and private service providers.

4, Objective. The development objective of the Project shall be to improve household
incomes and resilience to climate change of the smallholder producers, rural women and
youth in rainfed areas of Sinnar, NK, SK and WK states.

5. Components. The Project shall have three technical components as follows:

5.1 Component 1: Enhanced crop productivity and production. The expected
outcome is enhanced smallholder productivity, quality, and production of the main cash
crops (sesame, groundnuts and gum Arabic) and sorghum as the main staple crop.

5.2 Component 2: Market linkage and value addition. The expected outcome is
higher income for the smallholder producers through improved market access,
introduction and strengthening of village-based post-harvest crop storage, and
introduction of value addition/market linkage activities to increase the net returns from
cash crops.

5.3 Component 3: Enabling environment. The expected outcome is improved
access to finance for smallholders and producer associations through microfinance and
other finance institutions, a higher level of smallholder business competency, and strong,
active farmer producer associations that will go beyond receiving Project support.

II. Implementation Arrangements

6. The Lead Project Agency: The Lead Project Agency shall be the Federal Ministry of
Agriculture and Forestry (MoAF).

7. Steering Committee: The Inter-Ministerial Steering Committee for the IFAD co-
financed projects is a standing committee that oversees all IFAD co-financed projects in
the country. Specifically, for the Project, its role and functions are primarily to review and
approve policy recommendations emanating from the Project Coordination Unit (PCU)
pertaining to the Project, and steer the replication of the activities in other states.

8. Project Steering Committee (PSC). The PSC shall orient the strategy of the
Project, oversee planning, review progress and impact, and ensure linkages with related
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projects, government services and relevant VC stakeholders. The PSC shall be chaired by
Ministry of Agriculture and Forestry and shall meet at least twice a year.

9. Project Coordination Unit (PCU). A PCU shall be established in El Obeid in North
Kordofan State to provide overall leadership and oversight of implementation activities.
The PCU may include the following key personnel: principal Project coordinator, private
sector engagement/marketing specialist, agricultural production specialist, rural finance
specialist, finance manager, M&E and Knowledge Management (KM) specialist,
community and gender development specialist, procurement officer, and an accountant.
The composition of the PCU personnel will be documented in the PIM, subject to IFAD no
objection. Appointment and removal of key personnel shall be subject to IFAD no
objection. Selection procedures of the personnel shall follow IFAD procurement
guidelines, provided that personnel with a highly satisfactory performance proven by
their contributions to other IFAD projects may be nominated by the Recipient for direct
appointment for similar positions in IAMDP, subject to IFAD no objection.

10. State Project Implementation Units (SPIU). The implementation activities shall be
conducted by four SPIUs, to be established one in each of the following states: Sinnar,
NK, SK and WK. In each State SPIU, the key Project personnel may include a State
Project coordinator, M&E and KM officer, private sector coordinator, marketing
coordinator, crop protection specialist, mechanization specialist, community and gender
development officer, accountant, and rural finance officer. The composition of the SPIU
personnel will be documented in the PIM, subject to IFAD no objection.

11. Field level. At the field level, thirteen multidisciplinary Local Extension Teams
(LET), i.e. four in SK, three in NK, three in WK and three in Sinnar, shall be responsible
for Project implementation at the village level. Each LET may be composed of the
following staff: locality private sector officer/team leader, locality crop protection officer,
locality mechanization officer, locality agroforestry officer, locality marketing officer,
locality rural finance and community gender development officer. The composition of the
LET staff, and their working methods will be documented in the PIM, subject to IFAD no
objection.

12. Monitoring and Evaluation (M&E). M&E shall timely provide information on
implementation progress to determine deviations to be addressed and ensure consistent
Project performance. Data will be disaggregated to reflect gender, age and locality. Key
indicators will take into account IFAD's Results and Impact Management System (RIMS).

13. Project Implementation Manual (PIM). The PMU shall prepare a draft PIM
acceptable to the Fund and submit it for approval to the PSC. When so approved, a copy
of the PIM shall be provided by the PMU to the Fund. The PIM may be amended when
necessary with the approval of the Fund in order to introduce clarification in procedures,
and eliminate constraints for Project implementation.
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Schedule 2

Allocation Table

1.  Allocation of Grant Proceeds. (a) The Table below sets forth the Categories of
Eligible Expenditures to be financed by the Grant and the allocation of the amounts to each

category

of the Financing and the percentages of expenditures for items to be financed in

each Category.

Category Grant Amount Allocated
(expressed in EUR)
L. Works 2 640 000
II. Goods and services and equipment and 5 800 000
materials
III. Consultancies, training and workshops 5470 000
IV. Grants 990 000
V.  Salaries and allowances 4 900 000
VI. Operating costs 360 000
Unallocated 2 240 000
TOTAL 22 400 000

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

Category I "Works" means eligible expenditures to be financed 100% net of
taxes; private sector and beneficiaries' contributions.

Category II "Goods and services and equipment and materials" includes:
(i) eligible expenditures for goods and services to be financed 100% net of taxes
and private sector contribution; and (ii) eligible expenditures for equipment and
materials to be financed 100% net of taxes, custom duties and private sector
and beneficiaries' contributions.

Category III "Consultancies and training and workshops' includes: (i) eligible
expenditures for consultancies to be financed 100% net of taxes and private
sector contribution; and (ii) eligible expenditures for training and workshops to
be financed 100% net of taxes and private sector contribution.

Category IV "Grants" shall mean eligible expenditures incurred under component
1 to be financed 100% net of taxes and private sector contribution.

Category V "Salaries and allowances" to be financed 100% net of taxes and
government contribution.

Category VI "Operating costs" to be financed 100% net of taxes.

Government counterpart contribution referred to in Section B.4 will cover taxes, customs
and duties and its share towards salaries and allowances.
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2. Start-up Costs. Withdrawals in respect of eligible expenditures for start-up costs
incurred before the satisfaction of the general conditions precedent to withdrawal shall be
permitted up to an overall amount of EUR 200 000. These funds are intended for the
project start-up activities (i) the purchase and installation of an accounting software
system, (EUR 70 000) under Category II; (ii) the recruitment of PCU key personnel and
their salaries and allowances for six months (EUR 90 000) under Category V;
(iii) operating cost (EUR 15 000) under Category VI; and (iv) preparation of the Project
Implementation Manual (EUR 25 000) under Category III.
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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 Recipient to request withdrawals from the
Grant Account if the Recipient 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. Counterpart Funds. The Recipient shall ensure that counterpart funds are
transferred timely and sufficiently to the Project Bank account in accordance with
approved Annual Work-Plan and Budget.
Article I.

2. Revolving Matching Equity. The Recipient shall ensure that Partnering Financial
Institutions involved in the Revolving Matching Equity (RME) are audited by the external
auditor (Auditor General / private audit firm approved by the Auditor General) as part of
their annual audit work and that all necessary related financial information and
supporting document to the use of the fund including financial reports, bank account
information and supporting documents are made available for audit and supervision
missions. In addition, the unused funds under RME will be transferred to the Central
Bank of Sudan - Micro Finance Unit for possible later topping-up by the Recipient and
replication across the country.

3. Project Assets. The Recipient shall ensure that the remaining assets of the
SUSTAIN and SDP projects will be transferred to the IAMDP as appropriate.
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