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Negotiated financing agreement: "Rural Development
Programme, Phase II"

(Negotiations concluded on 19 January 2015)

Loan Number:
Grant Number:

Programme Title: Rural Development Programme, Phase II (the “Programme”)
Solomon Islands (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, the Borrower/Recipient and the International Development Association
(“IDA") have negotiated a draft Financing Agreement dated 16 September 2014 for the
financing of the Programme (the “IDA Agreement”), and the Borrower/Recipient has
requested an additional Loan and Grant from IFAD to provide additional financing for the
Programme;and

WHEREAS, additional financing for the Programme will be obtained from other sources,
including the Commonwealth of Australia.

NOW, THEREFORE, the Parties hereby agree as follows:

Section A

1. The following documents collectively form this Agreement: this document, the
Programme 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, 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,
except for the provision identified in Section E paragraph 4 below. 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 Debt Sustainability Framework (DSF) Grant
to the Borrower/Recipient (the “Financing”), which the Borrower/Recipient shall use to
implement the Programme in accordance with the terms and conditions of this
Agreement.

Section B

1. A. The amount of the Loan is one million five hundred seventy thousand Special
Drawing Rights (SDR 1 570 000).

B. The amount of the DSF Grant is one million five hundred seventy thousand
Special Drawing Rights (SDR 1 570 000).
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2. The Loan shall be free of interest but bear a service charge of three fourths of
one per cent (0.75%) per annum payable semi-annually in the Loan Service Payment
Currency, and shall have a maturity period of forty (40) years, including a grace period
of ten (10) years starting from the date of approval of the Loan by the Fund’s Executive
Board.

3. The Loan Service Payment Currency shall be the United States Dollar.
4, The first day of the applicable Fiscal Year shall be January 1.
5. Payments of principal and service charge shall be payable on each 15 May and

15 November.

6. The Borrower/Recipient shall provide counterpart financing for the Programme in
the amount of approximately USD 6.8 million.

Section C

1. The Lead Programme Agency shall be the Mininstry of Development Planning and
Aid Coordination.

2. The following are designated as additional Programme Parties:
(@) Ministry of Agriculture and Livestock;

(b) Participating provinces

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

Section D

The Financing shall be administered and the Programme supervised by IDA as the
Cooperating Institution.

Section E

1. The following is designated as an additional condition precedent to withdrawal:
the IDA Agreement shall have become effective.

2. The following is designated as an additional ground for suspension: the IDA
Agreement has been suspended.

3. The following is designated as an additional ground for cancellation: the IDA
Agreement has been cancelled.

4. As an exception to section 7.05 of the General Conditions, procurement shall be
carried out in accordance with the procedures set out in the IDA Agreement.

5. The following are the designated representatives and addresses to be used for
any communication related to this Agreement:
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For the Borrower/Recipient:

The Minister

Ministry of Finance and Treasury
P O BOX 26

Honiara, Solomon Islands

For the Fund:

The President

International Fund for Agricultural Development
Via Paolo di Dono 44

00142 Rome, Italy

This agreement, has been prepared in the English language in six (6) original copies,
three (3) for the Fund and three (3) for the Borrower/Recipient, and shall enter into
force on the date of countersignature.

SOLOMON ISLANDS

Authorized Representative

INTERNATIONAL FUND FOR
AGRICULTURAL DEVELOPMENT

Kanayo F. Nwanze
President
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Schedule 1
Programme Description and Implementation Arrangements
I. Programme Description

The Programme Description is set out in Schedule 1 to the IDA Agreement

II. Implementation Arrangements

The Programme shall be implemented in accordance with Schedule 2 to the IDA
Agreement.



Logical framework

Results Hierarchy

|Objective|y Verifiable Indicators

|Means of Verification

|Assumptions/Risks

Overall Goal

Reduced hardship and vulnerability | e
in rural communities

Percent rural population below basic needs
poverty line
Rate of rural/urban population movement

Household income and
expenditure survey
Population census

Government maintains
favourable policy settings for
rural development

Development Objective

Improve infrastructure and services | e
in rural areas and strengthen
linkages between smallholder
farming households and markets

Number of beneficiaries with improved quality of,
and/or access to rural infrastructure and services
(including from disaster recovery) (262,850 of
which 131,425 female)

Number of male and female farming household
members engaged in productive partnerships with
commercial enterprises (68,200)

Percentage increase in sales for farmers engaged
in partnerships (30%)

Number of beneficiaries supported to recover
incomes lost from flooding (5,400)

Annual progress reports recording
number of beneficiaries

Annual progress reports recording
number of beneficiaries
Impact assessment studies

MTR to assess impact of flood
recovery assistance

RDP Il participatory planning
approach coordinated with
other rural infrastructure and
services

Line ministries support RDP Il
approach

Agribusinesses prepared to
engaged in partnerships with
smallholder farmers

Component 1: Community Infrastructure and Services

Outcome 1: Community development grants used to finance improved rural infrastructure and services

Output 1: Rural communities .
identify sub-projects which meet
their needs

Number of participants in community
prioritization/consultation meetings (180,000 of
which 90,000 female)

Minutes and attendance records
of meetings

Selected sub-projects provide
benefits to the greatest No. of
people

Output 2: Sub-projects designed, |eo
financed, constructed

Community sub-projects completed (374)

Sub-project files and records
compiled by PSUs and PCU

Adequate capacity for design,
procurement and construction

Output 3: Communities contribute |e
at least 30% of cost of sub-projects

Value of community contributions to sub-project
costs (approximately US $ 4.2 million)

Sub-project files and records
compiled by PSUs and PCU

Communities willing and able
to mobilise resources

Output 4: Operation and .
maintenance regimes for
infrastructure established

Percentage of sub-projects with plans for
operation and maintenance (100%)

Documented and approved O&M
plans

O&M plans adequately
implemented

Output 5: Women and men .
participate equally in identification
of priority sub-projects

Number of female Ward Development Committee
members (50)

Membership records of Ward
Development Committees

WDCs encourage
participation of women

Output 6: RDP funding for sub- .
projects leverages additional
finance from other sources

Percentage of sub-projects with co-financing from
other sources (20%)

Sub-project budgets and reports
showing financial contributions

Other sources of funding (e.g.
Constituency
Development Funds
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Results Hierarchy

Objectively Verifiable Indicators

Means of Verification

Assumptions/Risks

collaborate with RDP 1l

Component 2: Agricultural Partne

rships and Support

Outcome 2: Farming households engaged in productive partnerships with commercia

| enterprises

Output 1: Productive and
profitable partnerships created and
sustained

Number of agribusiness partnerships established
and sustained (79)

Number of smallholder farmers engaged in
partnerships (12,400)

PCU records showing number of
partnerships approved and
sustained

Reports submitted by partners
and independently verified

Adequate number of
acceptable partnership
proposals

Farmer groups prepared to
engage in partnerships

Output 2: Farmers in partnerships
increase production and sales

Increase in area of crops with improved farming
practices under partnerships (25%)

Independently verified Reports
submitted by partners

Partnerships develop
marketing pathways to
increase volume and prices

Output 3: Commercial banks
increase lending to agribusiness
clients through use of ASEF

Total value of grants disbursed, SBD 16,000,000
Repayment rates for ASEF-supported loans (high;
nearly 100%)

Records of participating
commercial banks

Sufficient agribusiness
enterprises meet ASEF
qualification criteria

Output 4: Agribusiness partners
and ASEF recipients increase
employment in rural areas

Number of employees of SMEs (ASEF recipients)
and agricultural partnerships (10% increase
orll79)

Sample survey of ASEF recipients
Independently verified Reports
submitted by partners

Jobs will be created in rural
rather than urban areas

Output 5: Farmer groups and
industry organizations
strengthened

Client days of agricultural training provided to
farmer groups (20,000)

Number of industry councils established and
sustained (2)

Training records maintained by
C2MU (MAL)

Annual reports submitted by
industry councils

Capable farmer groups
identified

Industry councils will raise
funds to be sustainable

Output 6: Flood damaged assets
repaired or replaced and disaster
preparedness strengthened

Number of flood-affected households receiving
support (670)

Number of households participating in disaster
risk and climate resilience training (farmers in
Guadalcanal and all other provinces); 670-900

C2MU (MAL) records and sample
survey of households during MTR

Livestock and materials

procured and delivered within

two years

Component 3: Programme Manag

ement

Output 1: Programme efficiently
and effectively managed

Programme implemented on schedule, reports
submitted on time and audits unqualified

Spot checks of sub-projects and agribusiness
partnership records produce satisfactory reports

Programme reports

Joint donor supervision mission
reports

Programme audit reports

PCU and C2PMU are

adequately funded and staffed

Government counterpart
funding provided
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