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Negotiated financing agreement: "Mariculture
Enterprise Development Project”

(Negotiations concluded on 5 July)

Grant Number: DSF-

Project Title: Mariculture Enterprise Development Project (the “Project”)
The International Fund for Agricultural Development (the “Fund” or “IFAD")
and

The Republic of Maldives (the “Recipient”)

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

WHEREAS,

The Recipient has requested financing from the Fund for purposes of financing
the Mariculture Enterprise Development Project described in Schedule 1 to this
Financing Agreement;

NOW THEREFORE 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 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 Grant is one million six hundred and fifty thousand Special
Drawing Rights (SDR 1 650 000).

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

3. There shall be a Designated Account in USD for the purpose of financing the
Project. The Designated Account shall be opened and maintained in the Maldives
Monetary Authority (MMA - the Central Bank of the Recipient). The Designated
account shall be operated by the Ministry of Finance and Treasury (MOFT).

4, The Recipient, through MOFT, shall maintain a Project Account in local
currency for the benefit of the Project.
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5. The Recipient shall provide counterpart financing for the Project in the amount
of approximately one million and one hundred twenty thousand United States
dollars (USD 1 120 000) equivalent, as its contribution to the civil works of the
quarantine facilities, operation and management costs of the quarantine facilities,
the office furniture under the component 1, staff salaries for project management,
cost of utilities and taxes and duties foregone on all the Project inputs.

Section C

1.  The Lead Project Agency shall be the Ministry of Fisheries and Agriculture of
the Recipient (the MOFA).

2. The Bank of Maldives (the BML), or another suitable financial institution
acceptable to the Fund, will implement the Revolving Credit Fund under the Project.

3. The following are designated as additional Project Parties, among others: local
communities, private sector, Bank of Maldives, Local Government Authority, Island
Councils and Atoll Councils, and Ministry of Economic Development (MED).

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

5. The Lead Project Agency and IFAD shall jointly carry out the Mid Term Review
as provided for in Section 8.03 (b) and (c) of the General Conditions.

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

1. The following is designated as an additional ground for suspension of this
Agreement:

The Subsidiary Loan Agreement (SLA) or any provision thereof, has been
waived, suspended, terminated, amended or modified without the prior
consent of the Fund, and the Fund has determined that such waiver,
suspension, termination, amendment or modification has had, or is likely to
have, a material adverse effect on the Project.

2. (a) The following are designated as additional general conditions precedent
to withdrawal:

(i) The PIU has been established and the Project Director, Project
Manager, and Accountant, appointed;

(ii) The designated account shall have been duly opened and the

authorized signatories should have been submitted to the Fund.

(b) The following is designated as additional specific condition precedent to
withdrawal under Category IV of Schedule 2: The SLA has been concluded to the
satisfaction of IFAD.
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3. The following are the designated representatives and addresses to be used for
any communication related to this Agreement:

For the Fund: For the Recipient:

The President

International Fund for Agricultural Minister of Finance and Treasury
Development
Via Paolo di Dono 44 Ministry of Finance and Treasury
00142 Rome, Italy Ameenee Magu

Male 20379

Maldives
This agreement, dated , has been prepared in the English language

in six (6) original copies, three (3) for the Fund and three (3) for the Recipient.

REPUBLIC OF MALDIVES

[insert NAME of the Authorised Representative]
[insert his title]

INTERNATIONAL FUND FOR
AGRICULTURAL DEVELOPMENT

Kanayo F. Nwanze
President
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Schedule 1

Project Description and Implementation Arrangements

I. Project Description

1. Target Population. The target group will include (i) young women and men
interested in mariculture (ii) small entrepreneurs along the mariculture value chain
and (iii) private sector firms willing to invest in mariculture. Special effort will be
made to encourage women'’s participation in mariculture activities. The project is
expected to directly benefit approx. 3,000 households or 18,000 people through the
direct and indirect employment created in the mariculture sector and its associated
value chains.

2. Project Area: The Project is national in scope, with the exclusion of Malé. The
selection of islands for the establishment of hatchery and nursery will essentially be
made by the private sector with the approval of the Recipient. However, for grow-
out mariculture production, the project area that will be selected will adhere to
criteria that ensures inclusion of islands with limited opportunities for employment,
technical suitability, interest of local communities and support from the Island
Councils. In each case, the islands and species selected will be approved by MOFA,
subject to environmental clearance of the Environmental Protection Agency (EPA) to
ensure that they are not part of the protected areas in the country and do not pose
a significant threat to the fragile eco-system and coral reefs.

3. Goal: The overall goal of the Project is to expand livelihood opportunities and
reduce vulnerability. The development objective of the Project is to enhance
incomes and employment especially for youth and women from mariculture
activities.

4, Outputs: The key outcomes expected from the project include (i) enhanced
capacity of the Ministry of Fisheries and Agriculture to regulate and manage the
mariculture industry (ii) strengthened capacity of the private sector, micro, small
and medium enterprises and individual entrepreneurs to invest and participate in
the mariculture value chain and (iii) increased capacity of poor households
especially women and youth to realise productive gains from the mariculture sector.

5. Components: Besides the project management, the Project shall consist of two
components: (i) Institutional Strengthening and (ii) Mariculture Value Chain
Development.

Component 1: Institutional Strengthening

The Institutional Strengthening Component will include three sub-components
(i) regulatory framework (ii) a national quarantine facility and (iii) staff training for
operating the quarantine facility

1.1 Regulatory framework and certification regime. As a key investment in
national capacity building, the project will assist the Recipient in developing a
National Mariculture Development Plan. The project will help develop the necessary
laws, operating procedures and certification regime for importing fingerlings,
juveniles, inter alia.

1.2 National quarantine facility. The Project will assist the Recipient to set up a
national quarantine facility to ensure the health of imported aquatic species. The
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facility will be owned and operated by the MOFA. The Recipient will provide space at
the existing plant and animal quarantine facility.

1.3 Staff Training. The Project will help MOFA to strengthen its institutional capacity
for the operation and maintenance of the quarantine facility. MOFA will take the
responsibility of operating the facility.

Component 2:  Mariculture Value Chain Development

The project will include a Mariculture Value Chain Development component with four
sub-components (i) mariculture production (ii) technical assistance for establishing
hatchery and nursery facilities (iii) community capacity building for grow-out
mariculture production and (iv) a revolving credit fund for micro, small and medium
entrepreneurs and individuals interested in various aspects of the mariculture value
chain.

2.1 Mariculture Production. The private sector will take the lead in mariculture
production. The availability of the quarantine facility will support their activities.
The Recipient will facilitate the provision of lagoon area and/or land area to the
selected parties on lease according to the laws of the Recipient.

2.2 Technical Assistance. The technical assistance will include assistance with
establishment of hatchery and nursery, site selection, environmental and operational
risk assessment, system installation, operation and maintenance, processing,
marketing and quality assurance. The selection of private sector firms will be made
on a competitive basis, and acceptable to IFAD.

2.3 Community Capacity Building for Mariculture. The participants in the local
communities will include interested entrepreneurs, groups of households willing to
work together, existing co-operatives and/or Women'’s Development Committees. To
strengthen community capacity for mariculture production and marketing, the project
will provide technical assistance, training and marketing linkages through Community
Mariculture Advisors, Community Mariculture Facilitators, mainly females, and
Business Development Services Centres established by MED.

2.4 Revolving Credit Fund (RCF) and Subsidiary loan agreement. The Recipient,
through MOFT will enter into a subsidiary loan agreement with the Bank of Maldives
or other financial institution acceptable to IFAD for establishing a Revolving Credit
Fund (RCF).

II. Implementation Arrangements

A. Lead Project Agency.

The Ministry of Fisheries and Agriculture (MOFA) is the lead implementing agency
and is responsible for managing the project.

B. Project Steering Committee (PSC).

The Recipient will establish during the entire life of the Project, a Project Steering
Committee (PSC) for oversight of the Project. The Minister of Fisheries and
Agriculture or a delegate appointed by the Minister will chair the Project Steering
Committee.
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B.1 Composition. It will include representatives from the Ministries in charge
of Fisheries and Agriculture, Economic Development, Finance and Treasury, Local
Government Authority, and a representative from the private sector.

B.2 Responsibilities. The PSC will undertake the following functions: (i)
ensure that project activities are in compliance with this agreement; (ii) approve
the Annual Work Plan and Budget (AWPB) and the Procurement Plan; (iii) oversee
project progress and performance and (iv) provide policy guidance.

C. Project Implementation Unit (PIU).

A Project Implementation Unit (PIU) will be established in the MOFA. The
Permanent Secretary of MOFA, will be appointed as the Project Director.

C.1 Role of Project Director. The Project Director will provide overall
guidance and facilitation for the implementation of the Project.

C.2 Project Manager. A Project Manager, acceptable to the Fund will be
appointed to undertake the day to day operational management of the project.

C.3 Composition of PIU. Besides the Project Manager, the PIU will include
staff members responsible for mariculture advisory, marketing and enterprise
development, accounting, monitoring and evaluation, and support services.

C.4 Responsibilities. The PIU will be responsible for preparation of the
Project Implementation Manual (PIM), coordination and liaison with all service
providers, implementing partners, overall project management and monitoring,
organizing start-up workshops, preparation of AWPBs, financial management,
procurement, preparation for audits and monitoring and evaluation reports.

D. Subsidiary loan agreement.

D.1 The Recipient, through MOFT, will provide a total of SDR 270 000 (about
USD 450 000) from the IFAD grant and enter into a subsidiary loan agreement with
the Bank of Maldives or another suitable financial institution for establishing a
Revolving Credit Fund (RCF).

D.2 The BML or another suitable financial institution will administer the
Revolving Credit Fund. The MOFT will provide BML or another suitable financial
institution an initial advance of USD 100 000 for on lending to Project beneficiaries.
The BML or another suitable financial institution shall submit withdrawal
applications to MOFT through PIU to replenish the Credit Fund Account from time to
time, based on expenditures, provided that the amount claimed is not less than
30% of the initial deposit. BML or another suitable financial institution, shall submit
report semi-annually to the PIU. The revolving credit fund will be operated for a
minimum period of 20 years by the BML or another suitable financial institution,
with the Government retaining the right to close the Line of Credit in case of non-
performance.

D.3 The RCF will be used to provide on-lending funds to (i) Micro, Small and
Medium Enterprises (MSMEs) and (ii) individuals planning to invest in mariculture
activities.

D.4 MSMEs will be provided loans of up to a maximum ceiling of USD 20 000

per entity for up to five years. Community individuals will be provided loans of up to
a maximum of USD 3 000 for up to five years. Interest rate will be mutually agreed
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between the MOFT and BML or another suitable financial institution. A minimum of
30% of the individual loans will be provided to women.

D.5 Project resources provided through the SLA will be accounted for and
reported separately to the PIU, on a semi-annual basis.

D.6 On-lending agreements. On-lending will be undertaken through an
independent credit risk assessment by BML or another suitable financial institution,
and on-lending agreements will be signed between BML or another suitable financial
institution and the sub-borrowers. Upon maturity, the reflows will be put back into
the revolving line of credit to on-lend for similar activities until the loan has to be
returned to MOFT. External auditors shall audit annually the on-lending activities.

E. Project implementation manual (PIM).

The PIU shall prepare a PIM to the satisfaction of the Fund within 6 months
from the entry into force of this agreement. Any modifications to the PIM shall be
agreed upon with the Fund.
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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 of
the Grant to each Category and the percentages of expenditures for items to be
financed in each Category:

DSF Grant Amount

Category Allocated Percentage
(expressed in SDR) (Net of Taxes)
I. Equipment & Material 110 000 100%
II1. Training & Studies 480 000 100%
III. Technical Assistance 640 000 100%
IV. Credit 270 000 100%
Unallocated 150 000
1 650 000

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

“"Equipment & Material” means Eligible Expenditures for Project equipment
and material relevant to laptops, desktop computers and office printers.
Recycling Aquaculture System (RAS), Pathology Laboratory equipment and
plant filters.

16



EB 2012/LOT/P.2 Gald)

Schedule 3

Special Covenants

For the purposes of this Agreement the Recipient shall ensure that the following
provisions are complied with:

Gender. The Recipient shall ensure that the Project benefits are also delivered to
poor rural women in the Project Area. The Project AWPB and progress reports shall
be disaggregated by gender as appropriate.

Environmental Impact. Environmental clearance will be a key requirement prior to
the initiation of any mariculture activity. All Project beneficiaries undertaking
mariculture activities will follow the environmental rules and regulations enforced in
the country and obtain a Decision Statement on environmental clearance from the
EPA.
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Logical framework

Results Hierarchy Objectively Verifiable Indicators Means of Verification Assumptions/
Risks
A. PROJECT GOAL
The Project Goal would be to expand (a) Reduction in the prevalence | Periodic surveys by Ministry of Stable economic
livelihood opportunities and reduce of child malnutrition Planning & National environment and no
vulnerability. reported at 27% in 2012.! Development threat from natural
disasters.
(b) Increase in household Household income Expenditure
assets? by 20% in rural Surveys, Statistics Division.

islands targeted from base Department of National Planning.
year levels as reported in
the baseline study. Baseline and Impact surveys in
the target islands.

B. PROJECT OBJECTIVE

The development objective of the project e The quantity of mariculture MOFA, MED and Ministry of The main risks are those

would be to enhance incomes and products produced and marketed Planning and National associated with an

employment especially for youth and women by species. Development. emerging and new

from mariculture activities. » The number of jobs generated and | Records of participating Island sector and the main
gender.? This is expected to Councils. assumption is the

increase by 15%. Baseline and Impact surveys in interest and capacity of
e Increased mariculture products the target islands. private sector to
volume participate in the sector.
e Number of enterprises operating in
the mariculture sector after three
years.?

C. COMPONENT OUTCOMES AND OUTPUTS

COMPONENT 1: Institutional Strengthening

e Volume of brood stock, fingerlings, fish Quarantine facility records.

Outcome 1: Enhanced capacity of the eggs and juveniles imported and cleared | EPA records Interest by the private

Ministry of Fisheries and Agriculture to by the quarantine facility. sector to import brood

regulate and manage the mariculture industry. | ¢ No major outbreak of aquatic disease stock, fish seed,
reported. fingerlings and frys.

" IFAD Anchor Impact Indicator.
2 JFAD Anchor Impact Indicator.
® IFAD RIMS second level results indicator.
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Results Hierarchy

Objectively Verifiable Indicators

Means of Verification

Assumptions/
Risks

Outputs:1

National Mariculture Development Plan
and National Aquatic Animal Health
Management Strategy.

SOPs and certification manuals

Fully equipped quarantine facility with
diagnostic laboratory.

4 staff trained.

Mariculture Development Plan and
Aquatic Health Strategy documents.
Operational manuals identifying
certification procedures are available.
Quarantine Facility is established and
functioning.

No of staff trained by gender.

National Quarantine Facility
Records.

Quarantine Facility import and
certification records.

Staff records.

COMPONENT 2: Mariculture Value Chain Development

Outcome 2.1 Strengthened capacity of the
private sector including small and medium
enterprises and individual entrepreneurs to
invest and participate in the mariculture value
chain.

Volume of capital invested and annual
profits generated by enterprises of
different sizes.

The number of enterprises involved in
mariculture production and its associated
value chains by size.

The project is expected to generate
direct and indirect employment for 3000
households of which at least 30% would
be women.

Audit reports of private sector.
Sale agreements for local
produce and records of volume
of mariculture products traded.
MEDeP progress reports.
Participatory workshops.
Impact Surveys.

Limited private sector
capacity for investment
in the mariculture sector
due to limited
experience, high risk
nature of the sector and
lack of access to capital.

Outputs: 2.1:

No of hatchery and nurseries established by the
private sector for fish breeding

Technical assistance and training for grow-out
production provided to private sector
companies, micro, small and medium
enterprises and island communities.

Credit provided to 20 MSMEs and 100
individual entrepreneurs of whom 30% are
women.

Market Linkages established with input and
output markets.

No of hatcheries/nurseries
established and production capacity
by type.

Number of enterprises accessing
technical advisory services facilitated by
project.

No of persons trained in mariculture
activities by gender.*

No of persons provided credit by
gender.

No of market linkages established
by gender.

Reports by Technical Specialists
of MEDeP.

Community Mariculture Advisor
Reports.

Bank of Maldives Reports.
Mariculture Market Specialist
Reports.

Progress Reports of MEDeP

* IFAD RIMS first level results indicator.
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