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Negotiated financing agreement: "Western States
Agribusiness Project"”

(Negotiations concluded on 18 July 2018)

Loan No:
Grant No:

Project Title: Western States Agribusiness Project (the "Project”)

The Republic of the Union of Myanmar (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 IFAD has agreed to extend a loan (the "IFAD Loan") and a grant (the "IFAD
Grant) to the Borrower/Recipient for the purpose of financing the Project, on the terms
and conditions set forth in this 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, 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 (collectively
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 eight million nine hundred and eighty four
thousand United States dollars (USD 8 984 000).

B. The amount of the Grant is three million nine hundred and seventy eight
thousand United States dollars (USD 3 978 000).

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 the United States dollar.
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4.  The first day of the applicable Fiscal Year shall be 1 October.

5. Payments of the principal and the service charge shall be payable on each
15 February and 15 August.

6. There shall be three (3) designated accounts (the "Designated Accounts")
denominated in USD opened and maintained by the Borrower/Recipient, of which two for
the Loan and one for the Grant, to receive the Loan and Grant proceeds respectively.

7. The Borrower/Recipient shall provide counterpart contribution for the Project
equivalent to approximately one million United States dollars (USD 1 000 000) towards
salaries of government staff and operational expenditures.

Section C

1. The Lead Project Agency shall be the Ministry of Agriculture, Livestock and
Irrigation (MoALI). The Focal Department for the Project shall be the Department of Rural
Development (DRD) of the MoALI.

2. A Project Management Unit (PMU) shall be established within the DRD in Nay Pyi
Taw and will be integrated within DRD structures. Two Project Implementation Offices
(PIOs) shall be established in southern Chin and northern Magway respectively.

3. The following are designated as implementing partners, in accordance with
Schedule 1 part A.12 hereto:

(i) CARE in Chin; and
(ii) Oxfam in Magway

4.  The Project Completion Date shall be six years from the date of entry into force of
this Agreement.

Section D

The Financing will be administered and the Project supervised by the Fund. A mid-term
review shall be carried out jointly by the Fund and the Borrower/Recipient in accordance
with Section 8.03 of the General Conditions.

Section E

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

(a) The Project 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 Project.

(b) Any competent authority has taken action without the consent of the Fund for
institutional changes to the National Project Steering Committee (the
"NPSC"), the PMU, and/or the PIOs, referred to respectively in Schedule 1
hereto, and the Fund has determined that any such change has had, or is
likely to have, a material adverse effect on the Project.
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2. The following is designated as additional general conditions precedent to
withdrawal: The Project Director and Finance Officer, both acceptable to the Fund, shall
have been selected by MoALI from the DRD and assigned for the Project.

3. In accordance with Section 13.01 of the General Conditions this Agreement shall
enter into force upon signature by both Parties.

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

For the Borrower/Recipient:

Union Minister for Planning and Finance
Ministry of Planning and Finance
Building No. 26

Nay Pyi Taw

Republic of the Union of Myanmar

For the Fund:
President
International Fund for Agricultural development
Via Paolo di Dono 44
00142 Rome, Italy

This Agreement, dated [click and type], 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 THE UNION OF MYANMAR

[insert NAME of the Authorised Representative]
[insert his 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. Target Population. The Project shall benefit (i) small and medium size farming
households in upland and lowland areas; (ii) livestock producers; and (iii) non-farming and
landless households. Women and women-led households shall be prioritised, and youth, as
the primary agents of change at community level, shall be the focus of activities involving
technological innovation and commercialisation.

The Project is located in southern Chin state and northern Magway region (the "Project
Area"); these share a common river basin. It shall be implemented in four townships:
(i) Mindat and (ii) Kanpalet townships of Mindat district in southern Chin state; (iii) Pauk
and (iv) Myaing townships of Pakkoku district in northern Magway region. During
implementation, based on the emerging experiences and availability of financing, Project
activities may be scaled up to adjacent townships, such as Yesagyo Township.

2. Goal. The goal of the Project is to improve the social and economic status of rural
households in a climate resilient manner in the Project Area.

3. Objectives. The objectives of the Project are to increase household incomes, food
security and nutrition quality.

4, Components. The Project shall consist of the following two (2) Components:

4.1 Component 1: Infrastructure. This Component shall finance strategic investments
in productive and social infrastructure.

Sub-component 1.1. Productive Infrastructure. The Project shall finance:
(i) rehabilitation of irrigation schemes to ensure adequate and reliable supply of water to
farms; (ii) rural access roads linking farms to markets; (iii) irrigation technology for
home gardens to ensure food security and nutritional diversity; and, (iv) land
consolidation on a pilot basis. These investments shall improve natural resource
management, generate opportunities for increased incomes, reduce on-farm and off-farm
production costs, and improve food security for communities and households.

Sub-component 1.2. Social Infrastructure. The Project shall invest in social
infrastructure facilities mainly at household level, particularly targeting the needs of
women and the poorest households. Domestic water supply, rainwater harvesting, and
renewable energy solutions shall be eligible for support. Scheme selection shall be
participatory, sensitive to cultural considerations, and subject to social, technical,
financial and environmental feasibility.

Sub-component. 1.3 Capacity Building. The Project shall build the capacities of the
Irrigation and Water Utilization Management Department (IWUMD) and Department of
Rural Development (DRD) of MoALI - responsible for productive and social infrastructure
respectively - through the provision of technical assistance, strengthening of staffing and
office facilities, awareness of water, sanitation and hygiene issues, awareness of nutrition
diversity, and capacity development for social mobilisation.

4.2 Component 2: Services. The Project shall invest in agriculture modernisation and
enabling services to optimise resource management, productivity and benefits in areas of
infrastructure investment.
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Sub-component 2.1. Agricultural Modernisation. The Project shall invest in a range
of agriculture, livestock and technical services to modernise production and trigger
improvements in food security and nutrition, livelihoods, and economic returns. Service
delivery to farming households shall include land titling, technology transfer, skills
improvement, access to inputs and supplies, access to markets and information,
contractual linkages, and access to financial resources. Climate resilient sloping
agricultural land technology shall be promoted. Service delivery to the landless shall
focus on technical and business management skills, micro-enterprise development and
private sector linkages. A network of Knowledge Centres (KCs) shall be established to
broker service delivery to farming and non-farming households.

Sub-component 2.2. Financial Services. Building on the experiences of the
Fostering Agricultural Revitalization in Myanmar Project (the "FARM" project), the Project
shall support financial inclusion for small farmers, livestock owners and the landless,
ensuring equal access for ethnic groups and women. It shall invest in: (i) savings and
credit groups, promoting financial literacy; (ii) a Rural Business Fund to support micro-
enterprises; (iii) an Agribusiness Fund to provide competitive grants to agribusinesses to
establish processing facilities in the Project area; (iv) a line of credit to refinance Project-
related agriculture, livestock and enterprise lending operations of licensed financial
institutions.

Sub-component 2.3: Policy engagement. The Project shall contribute to an
evidence-based and inclusive policy framework for rural development in Myanmar,
specifically related to its implementation experiences.

II. Implementation Arrangements
A. Organization and Management

5. Lead Project Agency. The MoALI, in its capacity as the Lead Project Agency,
shall have the overall responsibility for the Project’s implementation. The Department of
Rural Development (DRD) will be the focal department of the project.

6. Governance. The Project shall be governed by a NPSC at Union Level, and a
Project Coordination Committee (PCC) each in Magway and Chin.

7. NPSC. The NPSC shall be chaired by the MoALI Deputy Minister and shall
convene in Nay Pyi Taw. Its membership shall include senior representatives of relevant
MoALI departments and representatives of Ministry of Planning and Finance (MoPF),
Ministry of Natural Resources and Environmental Conservation (MoNREC) and the
Ministers of Agriculture of Chin and Magway. Its responsibilities shall be to provide
strategic and policy guidance, ensure efficiency and fiduciary compliance, endorse staff
selection, approve annual work plans and budgets, oversee the external audit process,
and resolve any emerging problems.

8. PCCs. The PCCs shall be constituted in each state/region at the district level.
Each PCC shall be chaired by the representatives of MoALI and the Ministry of Home
Affairs. Membership shall include representatives of relevant district and township level
MoALI departments and the Implementing Partners. Its responsibilities shall be to ensure
quality implementation and fiduciary compliance, approve annual work plans and
budgets, review progress reports, and ensure coordination. The PCCs shall convene in
Mindat (Chin) and Pakkoku (Magway) respectively on regular basis.



Appendix I EB 2018/LOT.P.6/Rev.1

9. Management. The Project shall be managed by the central PMU established
within DRD and the two decentralized PIOs (one in each in Mindat and Pakkoku).

10. PMU. The PMU shall be established within the DRD and shall be integrated
with DRD structures. It shall be responsible for Project implementation, fiduciary
management (including financial management, procurement and contracting, and legal
compliance), work planning and budgeting, monitoring and evaluation, and progress
reporting. The PMU shall be headed by a Project Director from the DRD appointed by
MoALI. A Project Manager shall be recruited from the market through a competitive
process, and shall coordinate daily operations. A Finance Officer shall be assigned by
DRD to oversee the financial management of the project, which will be performed by
dedicated staff. The PMU shall be staffed by: (i) relevant assigned officers from IWUMD,
DRD, and other MoALI departments as required; and (ii) a set of competitively recruited
consultants on annual contracts (agribusiness/value chains; rural finance; community
development and gender; financial management; accounting; procurement; monitoring
and evaluation (M&E)).

11. PIOs. State/regional-level coordination shall be handled by two decentralised
Project Implementation Offices (PIOs) in Mindat (Chin) and Pakkoku (Magway)
respectively, reporting to the state/regional Ministers of MoALI. The PIOs will be
responsible for coordinating implementation at state level and for monitoring and
reporting on progress. The PIO will be headed by a state Project Coordinator, to be
assigned by DRD from its state-level staff. The PIO will be staffed by assigned officers
from relevant state MoALI departments (IWUMD, DoA) and relevant Ministries (such as
MoNREC). The Project Coordinator will have the responsibility of coordinating with the
Implementing Partners.

12. Implementing Partners. Two Implementing Partners have been identified as
cost-sharing partners - CARE in Chin and Oxfam in Magway - to lead social mobilisation,
community interface, technical assistance and policy engagement and to coordinate
investment activities. The PMU shall enter into an appropriate agreement with each
Implementing Partner for the purposes of the Project. Should the PMU and either
Implementing Partner fail to reach a mutually acceptable agreement, an alternative
suitable and qualified Implementing Partner shall be identified by MoALI, subject to IFAD
concurrence.

B. Implementation of Components

13. Sub-component 1.1: Productive Infrastructure. Lead responsibility for irrigation
development and pilot land consolidation shall be vested with IWUMD/MoALI. An
engineering firm shall be contracted to support design, verify construction norms and unit
costs, supervise civil works, and provide technical assistance. Lead responsibility for rural
access roads and home garden irrigation technology shall be vested with DRD/MoALI, with
design support as required. Civil works may be contracted out to private sector firms as
required. Supervision of productive infrastructure schemes shall be multi-level, involving
IWUMD/DRD as appropriate, PIOs and community groups. Implementing partners will lead
community mobilisation and the free, informed and prior consent (FPIC) process before the
commencement of any civil work. Implementing partners, jointly with IWUMD, will also
lead the formation of infrastructure O&M groups and water users’ groups.

14. Sub-component 1.2: Social Infrastructure. Lead responsibility for social
infrastructure shall be vested with DRD/MoALI, with design support where required. Civil
works shall be undertaken by private contractors where required. Supervision of social
infrastructure schemes shall be multi-level, involving DRD, PIOs and community groups.
Implementing partners will lead community mobilisation and the free, prior and informed



Appendix I EB 2018/LOT.P.6/Rev.1

consent (FPIC) process before the commencement of any civil work. Implementing
partners, jointly with DRD, will also lead the formation of infrastructure O&M groups and
mechanisms.

15. Sub-component 1.3: Capacity Building. Lead responsibility shall be vested
with the PMU and PIOs, operating through contracted engineering firms for capacity
building of ID and DRD. Implementing Partners shall lead activities related to water,
sanitation and hygiene (WASH) and nutrition (in partnership with the United Nations
Children's Fund (UNICEF) where feasible).

16. Sub-Component 2.1: Agricultural Modernisation. Lead responsibility shall be
vested with the MoALI extension service in collaboration with Implementing Partners. KCs
shall be constructed by private sector contractors. Operational support for social
mobilisation shall be provided by Implementing Partners. Implementing Partners shall
lead land tenure activities (in consultation with Department of Agricultural Land
Management and Statistics (DALMS)) and value chain development. The Department of
Forestry and the Yam Producers Association shall be involved in the coordination and
implementation of seedling nursery development.

17. Sub-Component 2.2: Financial Services. Lead responsibility for savings and
credit groups (SCGs) shall be vested with the Implementing Partners in collaboration with
the KCs, under PMU and PIO oversight, and with support from the Myanmar Microfinance
Association. Lead responsibility for Agribusiness Fund (ABF) is vested with the PMU,
under MoPF oversight, supported by the PIOs and relevant KCs. Refinancing will be
managed by financial institution while refinanced loans will be administered by licensed
financial institutions (NGOs, Pact, microfinance institutions (MFIs), commercial banks,
Myanmar Agriculture Development Bank (MADB)) under Subsidiary Financing
Agreements (SFAs) with MOPF. The SFAs will specify the onlending terms, conditions,
repayment procedures and operating procedures. Technical assistance will be provided to
MOPF to set up the relevant systems.

18. Sub-Component 2.3: Policy Engagement. Lead responsibility shall be vested
with the Implementing Partners, with support from competitively recruited technical
assistance as appropriate.

C. The Project Implementation Manual (PIM)

19. Preparation. The PMU shall prepare a draft PIM outlining the standard operating
procedures for the implementation of the Project, including for financial management,
accounting and procurement, in line with international best practices. Once prepared, the
PIM shall be first approved by the relevant departments of MoALI, before being presented
to the NPSC for approval and IFAD for concurrence.

20. Approval and Adoption. The Lead Project Agency shall forward the draft PIM to the
Fund for its concurrence. Should the Fund not provide any comment on the draft PIM
within thirty (30) days after receipt, it shall be deemed to have no objection. The Lead
Project Agency shall adopt the PIM, substantially in the form approved by 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; the allocation
of the amounts of the Loan and the Grant to each Category; and the percentages of
expenditures for items to be financed in each Category:

Category Loan Amount Grant Amount Percentage net of
Allocated Allocated Government
(expressed (expressed contribution

in USD) in USD)

1. Works 2 950 000 40 000 100%

2. Consultancies 440 000 1 340 000 100%

3. Training 600 000 270 000 100%

4, Goods and services 1 700 000 1 930 000 100%

5. Credit 2 050 000 - 100%

6. Recurrent costs 230 000 - 100%

7. Unallocated 1014 000 398 000

TOTAL 8 984 000 3 978 000

(b) The terms used in the Table above are defined as follows:
"Consultancies" includes studies

"Goods and services" includes vehicles and equipment and services such as
land surveys

"Recurrent costs" includes operating costs and staff allowances
"Credit" includes ABF financial services and refinancing

"Unallocated" refers to contingencies that will be transferred to other
categories, subject to agreement between IFAD and Government, before they
can be disbursed"



Appendix I EB 2018/LOT.P.6/Rev.1

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/Recipient to request withdrawals
from the Loan and the Grant account, if the Borrower/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:

The Borrower/Recipient shall ensure that:

> investments in infrastructure are targeted to small farmers, who should not be
expropriated from their land thereafter;

> investments in agriculture and services will enable farmer self-determination in
choice of cropping patterns; instructions on cropping and land classification
should be eliminated;

> all target groups will be supported to obtain proper identification documents
enabling them to meet the requirements of financial institutions.
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economic status of rural Magway: 27% | 17% term and sustainable smallholder
households in an climate (2012) RIMS end project agrlcultu_re and small
resilient manner in Surveys :n(:ibmuziclr:ggges
northern Magway and = % of beneficiary households with Outcome g
southern Chin increased adaptive capacity to 0 surveys
climate change and shocks 70%
(52,500
HHs)
Development Objective: @ *= % of all direct beneficiary HHs with 60% National Project PMU/DRD Project beneficiaries are
P J ; ; . Approx. MMK 0]
Increase household an income increase of 20% in real 734,000 p.a. (45,000 and start, Mid- DoA willing to adopt
incomes, food security terms by project end (Chin upland) HHs) regl_on_al term and UNICEF data transferred knowledge
and nutrition quality Approx. MMK statistics end
390,000 p.a. RIMS Successful partnership
(Magway survey with UNICEF's nutrition
lowland) Annual programme
outcome
= 1.2.8 Percentage of women surveys
reporting improved quality of their 0 70% Project
diets (52,500 thematic
HHs) surveys
Outcomes = No. of hectares with access to Baseline will 2630 ha IWUMD, Annual PMU/DRD Close collaboration
Outcome 1: year round water for supplemental | be determined DRD IWUMD between ID and DRD
irrigation at project records
Improved access to inception .
productive and social = No. of HHs benefitting from access 5,000 HHs Project M&E
infrastructure to domestic water
Outputs: = No. of small and medium irrigation - 38 Project M&E | Annual PMU/DRD Timely availability of
1.1 Irrigated areas are schemes established in Chin IWUMD hecessary equipment
: ; : ' for infrastructure work
exp?nded in a climate = No. of small irrigation and medium DRD d
resilient way schemes established in Magway ; 58 records
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Indicators Means of verification
R sibili Assumptions
Name Baseline End Target Source Frequency tyespo stbill
1.2 Social infrastructure = No. of domestic water supply - 53 Project M&E | Annual PMU/DRD
expanded systems established DRD
= No. of rainwater harvesting - 26 records
systems installed
= 3.2.2 No. of HHs reporting - 25,250 HHs | Project M&E | Annual PMU/DRD Beneficiaries willing to
Outcome 2: adoption of environmentally DoA records DoA adopt transferr_’ed
) ) ) sustainable and climate-resilient knowledge; Private
Technological, financial technologies and practices sector participation
and policy environment _
for small farmers and = 1.2.4 No. of HHs reporting an
agribusinesses is increase in production” 47,000 HHs
enhanced B
= 2.2.1 No. of new jobs created 5 000 HHs
Outputs: = No. of KCs established in selected - 50 Project M&E | Annual PMU/DRD Beneficiaries willing to
2.1 Improved access for locations of Chin and Magway DoA records DOA Edoptl tgarés.fgrregte
farmers to knowledge, . o ; - 72 .000 HHs nowledge; Frive
technology and services No. of HHs receiving services from ' sector participation
the KCs
2.2 Sustainable * 3.1.4 No. of hectares of land - 4856 ha Project M&E | Annual PMU/DRD Close collaboration
improvement in land brought under climate-resilient DALMS DALMS between CBOs, DALMS
management practices management records and project
and technologies implementing partners
2.3 Improved access to = No. of credits groups formed - 500 Project M&E | Annual PMU/DRD
financial services for small MFI records
farmers and = No. of investments supported
agribusinesses through the RBF and ABF - 3,730
2.4 Strengthening policy = No.of policy-relevant knowledge - 4 Project M&E | Annual from | PMU/DRD

development for climate
smart agriculture

products completed

PY3
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