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Negotiated financing agreement: "Rural Community
Finance Project”

(Negotiations concluded on 8 December 2015)

Loan Number:

Grant Number:

Project Title: Rural Community Finance Project (“the Project”)

The Republic of Liberia (the “Borrower/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) 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 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 Loan and a Grant to the Borrower/Recipient (the
“Financing”) which the Borrower/Recipient shall 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 four million and ten thousand Special Drawing
Rights (SDR 4 010 000).

B. The amount of the Grant is three hundred fifty eight thousand Special
Drawing Rights (SDR 358 000).

2. The Loan shall be free of interest but bear a service charge of three fourths of one
per cent (0.75%) per annum and 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 1 July.
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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 Project in the
amount of four hundred thousand United States Dollars (USD 400 000).

7.  There shall be two accounts designated to receive funds in advance (Designated
Accounts) denominated in USD, one for the Loan proceeds (Loan Designated Account)
and one for the Grant proceeds (Grant Designated Account), for the exclusive use of the
Project, to be maintained in the Central Bank of Liberia.

8. There shall be three Project Accounts maintained in banks acceptable to the Fund
as follows:

(a) A Project Account (Project Account A), administered by the Project
Implementation Unit (PIU).

(b) A Project Account (Project Account B), administered by the CBL to receive
funds in order to incur expenditures under component 2.

(c) A Project Account (Project Account C), administered by the TASU/TASC to
receive funds in order to incur expenditures under component 1.

Section C
1. The Lead Project Agency shall be the Ministry of Agriculture.

2. The following are designated as additional Project Parties: the Technical Assistance
and Supervision Company (TASC), the Technical Assistance and Supervision Unit (TASU)
and the Central Bank of Liberia (CBL).

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

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

1. The following are designated as additional grounds for suspension of this
Agreement:

(a) any institutional changes have been made by the Borrower/Recipient to the
Project Steering Committee or the Project Implementation Unit without the
prior consent of the Fund, and the Fund has determined that such changes
are likely to have a material adverse effect on the Project; and

(b) the Project Implementation Manual, or any provision thereof, has been
abrogated, waived, suspended, or amended without the prior consent of the
Fund and the Fund has determined that this is likely to have a material
adverse effect on the Project.

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

(a) the Project Coordinator, Finance Manager, and Procurement Specialist shall
have been duly appointed; and
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(b) The Project Implementation Manual has been approved by IFAD.
3.  This Agreement is subject to ratification by the Borrower/Recipient.

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

For the Borrower/Recipient:

Minister for Finance and Development Planning
Ministry of Finance and Development Planning
Broad Street

P.O. Box 10-9013

Monrovia, Liberia

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.

THE REPUBLIC OF LIBERIA

Authorized Representative

INTERNATIONAL FUND FOR
AGRICULTURAL DEVELOPMENT

Kanayo F. Nwanze
President
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Schedule 1
Project Description and Implementation Arrangements

I. Project Description

1. Goal. The overall development goal of the Project is to reduce rural poverty and
household food insecurity on a sustainable basis.

2. Objective. The objective of the Project is to improve access to rural financial services
on a sustainable basis, enabling the development of the rural sector. It shall focus on
expanding and consolidating the model established in neighbouring Sierra Leone under the
IFAD-supported Rural Finance and Community Improvement Project (RFCIP) which
achieved good results in the creation of new and the rehabilitation of existing rural financial
institutions.

3. Target group. The Project shall benefit the economically active rural population
(petty traders, smallholder farmers, food processors, local transporters, craftsmen and
artisans, as well as ex-combatants) who demonstrate an interest and willingness to expand
their economic activities. Special attention will be given to women and youth in both on-
farm and off-farm activities, and micro- and small-scale entrepreneurs, particularly
women.

4.  Activities. The Project is geared at enhancing access to sustainable and affordable
rural financial services in Liberia. Specifically, the three main outcomes are: (i) Rural
Community Finance Institutions (RCFIs) deliver demand-driven and efficient financial
services to their clients; (ii) professional and efficient technical support and supervision
services are rendered by an apex body (TASU/TASC) to RCFIs, and; (iii) a more
conducive regulatory and supervisory environment promotes the rural financial sector.
The Project will initially aim at strengthening existing RCFIs. New RCFIs will only be
created once an initial feasibility study has been conducted by TASU and its results are
validated by the Steering Committee. A joint review of the performance of existing RCFIs
conducted by the Ministry of Finance, the Ministry of Agriculture and the Central Bank of
Liberia will be completed at the beginning of the Project.

5. Components. The Project will consist of three Components, (i) Rural Financial
Services: RCFI creation and operation; technical assistance and supervision; IFAD grant
to mitigate the effect of the Ebola Virus Disease outbreak; (ii) Enabling Environment for
Rural Finance, and; (iii) Project Management and Coordination.

II. Implementation Arrangements

1. Lead Project Agency. The LPA shall be the Ministry of Agriculture (MoA) of the
Republic of Liberia, with overall responsibility for the implementation of the Project.

2. Project Management. The MoA shall delegate the functional and day-to-day
implementation and coordination responsibilities for the Project to the Project
Implementation Unit (PIU), responsible for the implementation of all IFAD-financed
projects in Liberia.

3.  The main institutional parameters shall be as follows: (a) Implementation of all
grassroots operations under Component 1 will be exclusively vested with the
TASU/TASC; (b) the implementation of activities related to the CBL's core mandate will
be exclusively implemented by CBL; (c) beyond this, no implementation unit is required;
(d) the central PIU shall take care of all activities pertaining to its defined mandate; (e) a
Project Steering Committee (PSC) will be established to provide guidance on all major
issues.
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4, Project Steering Committee. The Project shall operate under the guidance of a
Project Steering Committee (PSC) composed of representatives of the MOA, Ministry of
Finance & Development Planning (MFDP) and the CBL. It will provide oversight over the
Project, approve all relevant manuals and their changes, approve Annual Work Plan and
Budgets before submission to IFAD, receive draft annual reports and take decisions over
major issues.

5. Component Implementation. Project implementation will be vested with two
institutions, the TASU/TASC and the CBL. The TASU/TASC will be fully responsible for
Component 1, while the CBL will be vested with the responsibility to implement
Component 2. To implement this, Memoranda of Agreement, which will be submitted to
the Fund for its non-objection before being finalized, will be entered into between the PIU
on the one hand and TASU/TASC and CBL on the other, respectively. Each Memorandum
will include definitions of disbursement triggers; flow of funds; and accounting, financial
reporting, and audit arrangements. Memoranda of Agreement will also be signed
between the TASU/TASC and its affiliated RCFIs.

6. The coordination, management and M&E of project activities will be under the
responsibility of the PIU responsible for IFAD-financed projects, reporting to the MOA, the
MFDP and the CBL. The mandate of the PIU shall comprise: Project accounting,
withdrawal applications, keeping of Project accounts, consolidating AWPBs, consolidating
annual reports, correspondence with government authorities on issues related to the
Financing Agreement (excluding the technical implementation matters), document
depository, procurement, submission of reports to IFAD and other related agencies,
monitoring and evaluation, preparation, guidance and supervision of the mid-term review
(MTR) mission, commissioning the beneficiary impact assessment, and preparing the
end-of-project evaluation. Other activities will include the preparation of and support to
supervision missions.

7. At the decentralized level, contacts will be established between the field officers of
TASU/TASC on the one hand and the County Agricultural Coordinators and District
Agriculture Officers, for planning, follow-up and monitoring of interventions related to the
agricultural sector. At each county where the Project would intervene, local authorities
and chiefs would be involved in the initial mobilization steps and activities to ensure
widespread participation and ownership of communities, to ensure that suitable locations
for buildings would be found and the land donated to the new RCFIs. Partnerships with
on-going projects will reinforce the complementary nature of the Project and leverage
impact on the target group. Under component 1 partnerships with Credit Unions, other
cooperatives and farmer organizations supported under existing projects will be
attempted where these are interested in financial services. This will include the Farmers
Union Network (FUN), which is supported by IFAD with Italian Government financing.

8. Project Start-up Phase. To facilitate a prompt start-up, the PIU shall commission
technical support for the required start-up activities immediately after the entry into
force of this Agreement. Resources have been allocated for part of this process. These
will include: (@) the recruitment of initial staff for TASU (manager, rural finance officer,
accountant, IT officer); (b) procurement of essential goods and services required during
the start-up phase; and (c) conduct of the first start-up workshop with partners (MOA,
CBL, MFDP, Afriland First Bank Liberia Limited (AFB), TASU).

9. Project Implementation Manual. The PIU shall prepare a draft Project
Implementation Manual (PIM) and shall forward it to the Fund for its non-objection. If the
Fund does not comment on the draft PIM within thirty (30) days after receipt, it shall be
deemed to have no objection. The PIM, or any provision thereof, may not be waived,
suspended, terminated, amended or modified without the prior agreement of the Fund.
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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. All amounts are net
of taxes, Government contribution and beneficiary contribution:

Loan Amount Grant Amount
Allocated Allocated

Category (expressed in SDR) (expressed in SDR)
I. Consultancies 310 000 20 000
II. Training (and Workshops) 1 090 000 70 000
ITII. Works 440 000
IV. Equipment, Material and Vehicles 400 000 45 000
V.  Grants and subsidies 91 000
VI. Credit (Rural Finance Facility) 20 000
VII. Salaries & Allowances 800 000 82 000
VIII. Operating Costs 500 000 20 000
Unallocated (10%) 400 000 30 000

TOTAL 4 010 000 358 000

(b) “Salaries & Allowances” means eligible expenditures for salaries incurred by
the Technical Assistance and Supervision Company under the Project Management
Component.

2. Start-up Costs. Withdrawals in respect of expenditures for start-up costs incurred
before the satisfaction of the general conditions precedent to withdrawal shall not exceed
an aggregate amount of two hundred thousand USD (USD 200 000).

3. No amounts may be transferred to either the CBL or the TASU/TASC until a
Memorandum of Agreement satisfactory to the Fund between it and the PIU has entered
into effect.

4, The Borrower/Recipient shall ensure that independent auditors audit all the IFAD
funds transferred to the implementing partners and all expenditures incurred by them in
accordance with International Standards on Auditing. The audit shall disclose separately
the receipt and uses of IFAD funds in an acceptable format and shall be delivered to the
PIU in a timely manner to enable the PIU to provide the Fund with a consolidated audit
report in the manner which the Fund shall specify.



Logical framework

Narrative Summary

Goal: Contribute to reduction in
rural poverty and household food
insecurity on sustainable basis in
Project areas

Development objective: Access to
rural financial services is improved
on a sustainable basis, enabling
development of the rural sector

Outcome 1: RCFlIs deliver

demand-driven and efficient

financial services to their clients

Outputs:

1. RCFIs established

2. Share capital and savings
mobilized

3. Financial products offered by
RCFls to shareholders

Outcome 2: Professional and
efficient technical support and
supervision services rendered by
TASUITASC to RCFlIs

Outputs:

1. Financial products developed

2. Other support services for
communities rendered

Outcome 3: A more conducive

regulatory and supervisory

environment promotes the rural

financial sector

Outputs:

1. Policy/ institutional framework
set-up for the RF sector

2. Technical Assistance Agency
established

Key Performance Indicators (*= RIMS indicator)

Improvement in household assets ownership index based on additional assets in
project areas*

Reduction in the prevalence of child malnutrition (stunting)*

Increased food security (decrease in duration and frequency of hungry season)*
24,000 depositors will be serviced by the network of RCFIs

= 20% of the adult rural population above 16 years in project districts using financial

services of RCFls supported by the project) (disaggregated by gender/age)

50% of RCFI shareholders have received loans (disaggregated by loan size/terms,
gender, age, purpose)

75% of RCFls at 100% OSS* at project end (RCFI sustainability)

Portfolio at risk (PAR) > 90 days* <5% (RCFI performance/sustainability)

90% of RCFils clients satisfied with RCFI services
19 Savings and credit organizations (RCFIs) formed and/or strengthened*

= Average use of available lending resources for lending 75%

Value of paid up shares and savings at project end* at least USD 42 9m

6 products offered per RCFI to shareholders
12% agricultural loans in total loan portfolio at project end
Value of voluntary savings at USD 3-2 2.9 million at project end *

All RCFls affiliated with TASC had their annual financial statements audited by
TASC by the next June 30

TASC OSS 26% excluding project proceeds and non-core expenses (community
training) at project end

45% of loans disbursed to women and 15% to youth (18-35 years)

1500 MSEs accessing advisory services facilitated by the project*

New regulatory framework for RCFls, CUs and MFIs in place

Certificate of incorporation of TASC by end of PY 3
All RCFIs are TASC shareholders by year 5
All TASC board meetings of TASC held regularly

Means of Verification

Demographic, health, income,
food security surveys

UNICEF reports

RIMS baseline/completion survey
TASC annual and external audit
reports

» Project monitoring reports

Project supervision mission
reports

MTR report

PCR assessment

TASC annual reports

CBFI consolidated monthly
reports

Project monitoring reports
Project supervision mission
reports

MTR report

Client satisfaction survey
PCR assessment

TASC external audit reports
Field reports of the micro
enterprise facilitator

Project monitoring reports
Supervision mission reports
MTR report

PCR

CBL annual reports

TASC annual reports

Project monitoring reports
Supervision mission reports

MTR report

PCR assessment

Board minutes

Certificate of incorporation
Register of shareholders of TASC

Assumptions / Risks

Stable political and macro-
economic environment
Government's monetary/fiscal
policies and macro-economic
reforms are conducive to poverty
reduction.

Commitment of all stakeholders
(govt., donors, private sector) to
participate in poverty reduction
efforts

No interest caps policy
Absence of political interference
into the autonomy of RCFls
Human resources capacity and
experience available for RCFls
Communities willing to buy
shares in RCFls

Strict compliance of RCFIs with
rules and regulations

Effective fraud and loss control
systems in place

Availability of technological
solutions to reduce operating
costs and fraud losses

RCFIs have liquidity available
(internally or through credit lines)
Willingness of RCFls to finance
MSEs and smallholder farmers
Agreement between CBL and
TASC on RCFI support and
supervision

CBL willing to delegate some
supervisory functions over
RCFlIs to TASC

Other stakeholders in the
microfinance sector willing to
cooperate in the process of
designing a new regulatory
framework

NB.: (1) All indicators will be disaggregated by gender and age to the extent possible. (2) Reference values to be determined by the baseline survey. (3) Available lending resources are defined as total
shareholder funds including donated equity minus fixed assets plus depreciation plus loan loss provisions made plus total deposits minus regulatory reserves.
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