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Negotiated financing agreement

Climate Smart Agriculture and Rural Enterprise
Programme ("SAEP")

(Negotiations concluded on 9 November 2017)

Loan No:

Climate Smart Agriculture and Rural Enterprise Programme (*SAEP” or the “Programme”
Grenada(the “Borrower”)

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:

Preamble

The Borrower intends to obtain co-financing funds for the implementation of the
Programme from the Caribbean Development Bank (CDB).

Section A

1. The following documents collectively form this Agreement: this document, the
Programme 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 Loan to the Borrower (the “Financing”), which the
Borrower shall use to implement the Programme in accordance with the terms and
conditions of this Agreement.

Section B

1. The amount of the Loan is three million nine hundred ninety thousand United Sates
dollars (USD 3 990 000).

2. The Loan is granted on highly concessional terms, and 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 United States Dollar (USD).
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4, The first day of the applicable Fiscal Year shall be 1st of January.

5. Payments of service charges shall be payable on each 1 of February and 1 of
August.

6. The proceeds of the Financing shall be channelled to the coded designated ledger
accounts opened in the Single Treasury Account maintained at the Grenada Cooperative
Bank. All the arrangements regarding the functioning of this Account and the modalities
of disbursement shall be detailed in the Letter to the Borrower.

7. The Borrower shall provide counterpart financing for the Programme in the
approximate amount of two million United States dollars USD 2 000 000 to cover mainly
taxes, operative costs and staff salaries.

Section C
1. The Lead Programme Agency shall be the Ministry of Finance (MoF).

2. The following are designated as additional Programme Parties: Grenada Investment
Development Cooperation (GIDC), the Ministry of Agriculture (MoA), the Ministry of
Carraicou and Petite Martinique Affairs (MCPMA), and the Ministry of Works (MoW).

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

Section D

The Loan will be administered and the Programme supervised by the Fund.

Section E

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

(a) The Programme Implementation Manual (PIM), 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 Programme.

(b) The PMU key staff have been appointed, transferred or moved from the
Programme Management Unit (PMU) without the prior concurrence of the
Fund in writing.

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

(a) The designated ledger accounts in Single Treasury Account specified in
paragraph B.6 above has been duly opened;

(b) The Programme Steering Committee (PSC) and the PMU have been
established in accordance with section II paragraph A.7 and A. 8 of Schedule
1 to this Agreement;

(c) PMU Key staff (the Programme Manager, the Financial Manager, the
Monitoring and Evaluation (M&E) Specialist) have been appointed with the
prior consent of the Fund; and
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(d) A draft PIM referred to under section II paragraph E of Schedule 1 under this
Agreement has been prepared in form and substance satisfactory to the Fund.

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

For the Borrower:

Minister for Finance
of Grenada
Financial Complex
The Carenage

St. George's
Grenada

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.

GRENADA

(Authorized Representative)
(Name and Title)

INTERNATIONAL FUND FOR
AGRICULTURAL DEVELOPMENT

Gilbert F. Houngbo
President
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Schedule 1

Programme Description and Implementation Arrangements

I. Programme Description

1. Target Population. The Programme shall benefit two of the most vulnerable groups of
the population: (i) the unemployed and underemployed men and women, with a focus on
youth and (ii) smallholder farmers, vulnerable to climate change and variability.

2. Programme Area. The Programme area will include rural communities in the
7 parishes of Grenada (6 parishes in the main island and the parish covering Carriacou and
Petite Martinique) (the “Programme Area”).

3. Goal. The goal of the Programme is to contribute to the reduction of poverty and
vulnerability of men and women in rural communities in the tri-island state of Grenada.

4, Objectives. The objective of the Programme is to improve the livelihoods of the
beneficiaries through accessing new jobs, starting up businesses or consolidating new
businesses and adopting climate smart agriculture practices.

5. Components. The Programme shall consist of the following Components:

5.1 Component 1. Enterprise Business Development (EBD). This component aims
at supporting ongoing and start-up businesses through the implementation of the following
activities: (i) vocational and employment skills training especially focusing on women and
youth in order to increase their possibilities to become employed through certified
trainings, (ii) technical support services to promote the consolidation of ongoing
businesses or the creation of new businesses and (iii) a matching grants scheme
promoting a step by step approach to support sustainable business ideas.

5.2 Component 2. Climate Smart Agriculture (CSA). This component aims at
increasing the sustainability of small farmers through the adoption of CSA practices. In
this respect the Programme will support the following activities: (i) knowledge on CC
issues and training on CSA practices to farmers, MoA extensionists and vulnerable people
in rural communities, (ii) extension services to farmers on CSA practices and on
improving marketing links, (iii) a matching grant financing scheme for individual farmers
and/or groups to promote the adoption of CSA practices and technologies and (iv) the
rehabilitation of rural roads and drainage systems to improve and/or maintain access to
markets in extreme weather events, such as heavy rainfall.

5.3 Component 3. Programme Management: This component aims at ensuring the
effectiveness and efficiency of the Programme by establishing key management systems
and processes.

II. Implementation Arrangements
A. Organisation and Management
6. Lead Programme Agency (LPA). The Ministry of Finance (MoF) as the LPA will have

the overall fiduciary responsibility of the Programme. The MoF shall ensure proper
financial management and implementation of the Programme.
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7. Programme Steering Committee (PSC)

7.1 Establishment and Composition. A PSC, chaired by a representative of the MoF,
shall be established in which key stakeholders shall be represented including inter alia:
two beneficiary representatives; private sector representatives and, public sector
institutions, as detailed in the PIM. The Programme Manager shall attend all PSC
meetings and serve as the Recording Secretary.

7.2 Responsibilities. The PSC shall have an overall guidance role, establishing the main
strategies and approving the PIM, the agreements and contracts with service providers,
the Annual Work Plan and Budget (AWPB), the M&E reports and any other reports
submitted by the PMU for adequate supervision and guidance.

8. Programme Management Unit (PMU)

8.1. Establishment and Composition. A PMU with staff as detailed in the PIM shall be
established and shall report directly to the Permanent Secretary (PS) in the MoF. A
number of key staff positions (the Programme Manager, Financial Manager, M&E
Specialist) shall be filled with experienced staff from the MAREP Programme.

8.2. Responsibilities. The PMU shall be responsible for the implementation of the
Programme, covering the core services of accounting and financial management, M&E
and technical coordination.

B. Programme Implementation

9. Component 1. The Programme will develop a MoU with GIDC for the business
support activities of this component and for the preparation of business grant proposals,
and MoUs with the main training service providers for the Vocational Skills Training
(VST) activities including Life Skills training . These MoUs shall be performance-based
and will establish (i) the responsibility of the service provider to select beneficiaries
according to the Programme’s targeting criteria defined in the PIM and also, (ii) a
minimum retention rates that the trainer commits to attain. The selected service
providers will report to the PMU. A Business Grant selection committee will be set-up
with expertise in assessing business proposals.

10. Component 2. The PMU will enter into MoUs with key implementing partners
such as:

(i) the MoA for ensuring quality technical assistance to the target population,
exploring innovative ways of delivering climate smart agricultural extension
services by providing training to Extension Assistants (EAs). The training to
EAs will be contracted through competitive processes to specialized service
providers with recognized expertise in Climate Change and adaptation in the
Caribbean region. A unit within the MoA will be established to report directly
to the PMU, which will recruit a technical coordinator for supervising the EAs.

(it) the Ministry of Carriacou and Petit Martinique Affairs in charge of agricultural
extension services on these two small islands and;

(iii) MoW for the rehabilitation of roads and drainage systems under component 2
provided that the Borrower has entered into a co-financing agreement with
CDB to finance such rehabilitation.

In addition, under this component a CSA Grant selection committee will be set-up with
expertise in CSA practices and technologies.
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C. Monitoring and Evaluation (M&E)

11. M&E under this Programme will be conducted using a participatory approach
through which stakeholders, implementing partners and service providers will be fully
engaged in the recollection of field data, discussion of this data, and decision making
regarding changes that might be required for a more effective programme
implementation. Key implementing partners and service providers will play an active role
in data collection and monitoring the progress on the implementation of their respective
AWPBs. The PMU will be responsible for monitoring the overall Programme progress,
providing feedback to the PSC.

D. Mid-Term Review

12. A review of Programme implementation shall be carried out no later than the
midpoint of the Programme implementation period (the “Mid-Term Review” or "MTR"),
based on terms of reference prepared by the PMU and approved by the Fund. Among
other things the MTR shall assess progress in implementation and achievement of logical
framework (LF) indicators, programme objectives and outcomes.

E. Programme Implementation Manual (PIM)

13. Preparation. The LPA shall prepare a consolidated draft PIM acceptable to the Fund.
The PIM shall include among other arrangements: (i) institutional coordination and day-
to-day execution of the Programme; (ii) Programme budgeting, disbursement, financial
management, procurement, monitoring and evaluation, reporting and related
procedures; (iii) detailed description of implementation and targeting arrangements for
each Programme component; and (iv) other administrative, financial, technical and
organizational arrangements and procedures as shall be required for the Programme.

14. Approval and Adoption. The LPA shall forward the draft PIM to the Fund for no
objection. The LPA shall adopt the PIM, substantially in the form approved by the Fund,
and the LPA shall promptly provide copies thereof to the Fund. The Borrower shall carry
out the Programme in accordance with the PIM and shall not amend, abrogate, waive or
permit to be amended, abrogated, or waived, the aforementioned manual, or any
provision thereof, without the prior written consent of the Fund.
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Schedule 2
Allocation Table

1.  Allocation of Loan Proceeds. (a) The Table below sets forth the Categories of Eligible
Expenditures to be financed by the Loan 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 IFAD Loan Amount Percentage
Allocated
(expressed in USD)

I.  Vehicles, equipment and materials 140 000 100% net of taxes

II. Grants 1 440 000 100% net of taxes

ITI. Consultancies, training and technical 1 900 000 100% net of taxes

assistance

IV. Salaries and operating costs 110 000 100% net of taxes
Unallocated 400 000
TOTAL 3 990 000

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

(i) Category II - Grants shall cover eligible expenditures for costs related to
Business grants and CSA grants.

(ii) Category III - Consultancies, training and technical assistance shall cover
eligible expenditures for costs related to Vocational and Skills Training (VST),
Capacity Building, Extension services, Market Promotion, Studies,
Workshops, M&E impact studies, Audit reports, costs related to the business
support activities of EBD Component and to the preparation of business
grant proposals.

(iii) Category IV - Salaries and operating costs shall cover eligible expenditures
for salaries, vehicle maintenance, fuel, DSA and other operating
expenditures

2. Retroactive Financing. As an exception to section 4.08(a)(ii) of the General
Conditions, specific eligible expenditures incurred from the start of negotiations

(9 November 2017) until the date of entry into force of this Agreement shall be
considered eligible up to an amount equivalent to USD 400 000. The following categories
are eligible to be covered by the retroactive financing: (i) vehicles, equipment and
materials; (ii) consultancies, training and technical assistance; (iii) salaries and
allowances; (iv) operating costs. Activities to be financed by retroactive financing and
their respective category of expenditures and source of financing will require prior no
objection from IFAD to be considered eligible. These amounts may be reimbursed after
the general conditions precedent to withdrawal have been met.

3. Start-up Costs. Withdrawals in respect of expenditures for start-up costs for the for
activities relating to: (i) the start-up workshop; (ii) the baseline survey; and
(iii) equipping and operating the PMU can be made before the satisfaction of the
conditions precedent to withdrawal. Start-up costs shall not exceed an aggregate amount
equivalent to USD 250 000. Activities to be financed by start-up costs and their
respective categories of expenditures and source of financing will require prior no
objection from IFAD to be considered eligible.
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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 Borrower to request withdrawals from the
Loan Account if the Borrower 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. Gender. The Borrower shall ensure that appropriate measures will be taken in order
to support women and youth inclusion, particularly of young males, and female-headed
households.

2. Counterpart Funds. The Borrower shall ensure that counterpart funds are clearly
identifiable in the financial management systems and all financial statements.

3. Environmental and Social Due Diligence. The Borrower assures that an
Environmental and Social Management Plan (ESMP) as required by IFAD's Social,
Environmental and Climate Assessment Procedures (SECAP) will be adopted and that the
Programme will be carried out in accordance with the aforementioned ESMP.



Logical framework

Results Hierarchy

Indicators [of which Core Indicators - CI - in square brackets]

Means of Verification

Assumptions (A)

Name Baseline | Mid-Term End Source Frequency | Responsibility
Target Target
Outreach = Number of persons receiving services
promoted or supported by the 0 3,200 7,500
Programme Programme
= Corresponding number of households M&E system | apnually M&E unit - PMU
reached 0 3,200 7,500
= Corresponding total number of household 0 9,600 22,500
members
Goal = Number of indigent, poor and vulnerable 0 1,500 4,500 A 1: Reasonable
Contribute to the reduction HHs increasing their assets by more than Baseline and At start and growth in the
of rural poverty and 10 per cent. final impact - M&E unit - PMU | economy
i completion
vulnerability of men/women survey
in rural communities in GOG ]
Development Objective = [N HHs reporting an increase of at least 0 1,500 4,500 A 2: Thel_‘e are no
Project beneficiaries improve 10 per cent of income (by sex and age of natural dlsas_ters,
their livelihoods! and HH head)] Baseline and such as hurricanes
resilience by accessing new = [CI 3.2.2: Number of farmers reporting 0 200 500 final im At start and .
- - : ’ pact ) M&E unit - PMU
jobs, starting-up adoption of at least one CSA practice] survey completion
/consolidating businesses? = [CI 2.2.1: N of new jobs created (by sex, 0 150 400
and adopting CSA practices’ age, and employed/self-employed)]
Component 1 A 3: Focus on self-
Enterprise and BD Programme employment and
= N of enterprises created/consolidated M&E system youth is a
Outcome: Start up and new 0 40 120 Annually M&E unit - PMU successful strategy
enterprises in rural areas are Employment/
supported through capacity national
building, technical services records
and financing
?l';-tPUts Programme Semi- A 4: Technical
Youth receive employment | * N Of youth (by sex, age) receiving 0 250 400 | M&E system | annually M&E unit - PMU ;‘;g\'}i‘(’jr; dste(l)‘wces are

skill training

vocational skills training

enterprises in an

! Definition: In SAEP “livelihood”, is defined as the capabilities, assets and activities required for a means of living. Livelihood refers to economic production, employment, and household income,

within a broader context of reduced vulnerability, and environmental sustainability.

2 Definition: New businesses refers to businesses operating for less than 3 years, registered or not registered, and requiring support to become consolidated / sustainable.
® Definition: Refers to practices and technologies (e.g. clean production, aquaponics, hydroponics, solar panels, bio-gas) that sustainably increase agricultural productivity and rural household
incomes, while building resilience and adapting production practices and technologies to climate change. These practices may or may not contribute to the reduction of greenhouse gas emissions.
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1.2 Start-ups receive = N of people (by sex, age) receiving 300 500 Reports of efficient manner
technical support services for | technical support services. - NTA
business development - GIDC
1.3 Youth start-up = N of youth (by sex) accessing Youth 250 400
businesses access grant Business Grant Fund
financing
1.4 Start-ups and new = [CI 2.1.1: N of rural enterprises 80 270
enterprises supported with accessing business development
capacity building and services]
technical services
Component 2 = [CI 1.2.4: N of farmers increase 100 400 Programme Semi- M&E unit - PMU | A 5: Rural
CSA production by 20 per cent (by sex and M&E system | annually communities are
age of HH head)] aware of the
challenges related
_Outcoméﬂ Farmetrs ggxe » [CI 2.2.6: N of people reporting 1000 3000 to CC
increased access to i i
Drachices improved physical access to markets] MoA Reports
Outputs: = N of people (by sex, age) trained in 700 2 200 A 6: Services are
2.1 Farmers, MOA innovative technologies, smart Service provided to farmers
extensionists and vulnerable agriculture and CC providers in an efficient and
people in poor rural well-coordinated
communities receive training way
on CC and CSA practices Ministry of
2.2 Farmers receive = [CI 1.1.4: N of farmers (by sex, age) 600 1200 Work
extension services on CSA receiving extension services on CSA
practices and on improving practices.]*
marketing links = [CI 2.1.2: N of farmers (by sex, age) 200 400
receiving market support services.]’
2.3 Individual farmers = N of adaptation and climate smart 60 120
and/or groups receive grant investment projects financed through
financing for CSA initiatives CSA Grant Fund
= N of backyard gardens financed through 20 60
CSA Grant Fund
2.4 Rural roads rehabilitated
to improve and/or maintain = N of rural roads rehabilitated in the 10 30

access to markets

project area

* Corresponds to the following Core indicator: 1.1.4 Number of persons trained in production practices and/or technologies.
® Corresponds to the following Core indicator: 2.1.2 Number of persons trained in income-generating activities or business management.
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