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FINANCING AGREEMENT

Loan Number: I-893-SL

Grant Number: I-DSF-8115-SL

Programme Title: Rural Finance and Community Improvement Programme - Phase II
("RFCIP2" or "the Programme")

The Republic of Sierra Leone (the "Borrower/Recipient")

and

The Intemational Fund for Agricultural Development (the "Fund" or "IFAD")

(each a 'Party" and both of them collectively the "Parties")

hereby agree as follows:

PREAMBLE

WHEREAS, the Borrower/Recipient intends to obtain co-financing ftom the National
Social Security and Insurance Trust (NaSSIT), the International Finance Corporation
(IFC) or other donor to supplement the financing of activiUes under this Programme.

WHEREAS, the Fund has agreed to extend to the Borrower/Recipient a loan (the "Loan")
and a grant (the'Grant") for the purpose of financing the Rural Finance and Community
Improvement Programme - Phase II described in Schedule 1 to this Agreement (the
"Programme").

NOW THEREFORE, the Parties hereto hereby agree as follows:

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, as may be amended from time to time (the "General Conditions'J 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 Programme in
accordance with the terms and conditions of this Agreement.
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Section B

1. A. The amount of the Loan is seven million three hundred and seventy-five
thousand Special drawing rights (SDR 7 375 000).

B. The amount of the Grant is seven million three hundred and seventy-five
thousand Special drawing rights (SDR 7 375 000).

2. The Loan is extended on highly concessional terms, as defined in the General
Conditions. The Loan granted on highly concessional terms is free of interest but bears a
service charge of three fourths of one per cent (0.75olo) per annum payable
semi-annually in the Loan Service Payment Currency, and has 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.

The Loan Service Payment Currency shall be United States Dollars.

The first day of the applicable Fiscal Year shall be January li.

5. Payments of principal and service charge shall be payable on each May 1* and
November 1*

6. There shall be three Accounts:

- "Designated Account" in United States Dollars, to be opened in a bank
acceptable to the Fund.

- 'Programme Account A" in local currency, to be opened in a bank acceptable
to the Fund for the benefit of the National Coordination Unit ("NCU"),

- "Programme Account B" in local curency for counterpart financing, to be
opened in a bank acceptable to the Fund.

7, The Borrower/Recipient shall provide counterpart financing for the Programme in
the amount of approximately four million five hundred thousand United States Dollars
(USD 4 500 000) to cover taxes and duties, the fixed assets contribution to the APEX
Bank "the APEX" and other Programme implementation costs, lncluding supervision, ln
accordance with the approved Annual Work Plan and Budget CAWPB") of the
Programme.

Section C

1. The Lead Programme Agency ("LPA") shall be Ministry of Agriculture, Forestry and
Food Security CMAFFS"), which shall have the overall responsibility for the
implementation of the Programme.

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

Section D

The Financing will be administered and the Programme supervised by the Fund.
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2. The following are designated as additional Programme Parties: the NCU and the
APEX.
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4, The following are the designated representatives and addresses to be used for
any communication related to this Agreement:

For the Borrower/Reci pient:

Minister of Finance and Economic Development (MOFED)
Treasury Building
George Street
Freetown, Sierra Leone

For the Fund:

The President
InternaUonal 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.

REPUBUC OF SiERRA LEoNE

,

lf!

[{t+m-l.i:,
Kaifala Marah
Minister for Finance and

Economic Development
of the Republic of Sierra Leone

r -l
451 l\Date

IMTERNATIoNAL FUND FoR
AGRICULTURAL DEVELOPM ENT

Kanayo
Presid
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schedule 1

Programme Description and Implementation Arrangements

I. Programme Description

1, Target Population. The Programme shall benefit the economically active rural poor
including farmers and micro-and small-scale entrepreneurs, with special attention given to
rural women and youth in the whole country covering all districts (13 districts, including
rural areas of the Westem District, outside Freetown) (the "Programme Area").

2. Goal. The goal of the Programme is to reduce rural poverty and household food
insecurity on a sustainable basis.

3, Objecuves. The objective of the Programme is to improve access to rural financial
services, thereby enabling development of the agricultural sector. The Programme will up-
scale the on-going Rehabilitation and the Rural Finance and Community Improvement
Programme CRFCIP") to a national level and forge linkages with other IFAD and donor
supported projects, promoting long-term sustainability of the programme supported Rural
Financial Institutions.

4. Components. The Programme shall consist of the following components:

component 1: strengthening and Expanding the Rural Finance System

This component has the overall objective of developing the agricultural sector in Sierra
Leone and of providing access of the targeted rural population to rural finance services. It
focuses on consolidating and ensuring the sustainability and impact of the Rural Financial
Institutions ("RRs") including Community Banks fCBs"), which shall be strengthen and
expected to. be fully operauonal. Moreover, this component shall include strengthening the
technical support to the RFIS through the consolidation and establishment ofthe APEX.

A. Sub-component 1: Sustainable and Autonomous RFIS

A.1 Support to the APEX. This subcomponent shall be built on the consolidation and
transformation of the experiences of the Technical Assistance Agency C'TAA") and the
supporting role.it has provided in the field of rural financial services. The TAA will be
transformed into an APEX instituuon, which shall be established as the key Programme
Party for all services related to the continued growth and sustainability of the RFIs. The
mission of the APEX is to provide vital banking and non-banking demand-driven support
seryices to CBs and FSA with the aim of improving their operational efficienry and
effectiveness, thus transforming them into efFcient and sustainable financial
intermediaries/institutions capable of serving the communities in which they operate. The
main APEX services are expected to include: (i) administration of the Capital Investment in
the CBs; (ii) administration of the AFF; (iii) the provision of supervisory and inspection
functions to FSAS and CBs; (iv) the provision of technical assistance and support; (v) the
Cash Management Unit; (vi) Cheque Clearing; (vii) Correspondent Banking;
(viii) remittances, and (viii) Wire Transfers. The APEX shall operate under the regulatory
fra mework of the BoSL.

A.2 SupDort to the CBs. The CBs are seen as a key factor to achieve outreach to rural
areas through community owned and focused financial institutions. The support to CBs
focuses on expanding the number and outreach of the CBs. This focus includes
strengthening their autonomy and self-sufficiency so they become viable and form the
critlcal link between the rural agricultural communities and the formal financial sector.
Support to CBs shall focus on (i) contributing to the capitalization of these institutions in
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order to enable them to comply with the requirements of internal regulations;
(li) strengthening the management of the CBs; (iii) upgrading their infrastructure and
Management Information System ("MIS"); (iv) improving the financial performance of CBs
in a sustainable manner and (v) promoting financial services and products that respond to
rural population and smallholder farmers' needs.

A.3 Support to FSAs. The FSAS are rural financial institutions providing loans and safe
keeping services to their shareholders at village / ward level. To complement these
seryices, FSAs will be supported to provide addiuonal banking services on behalf of
community banks under the Agency Agreement. The support to FSAS will focus on:
(i) expanding the number and outreach of the FSAS; (ii) strengthening the management;
(iii) upgrading their infrastructure and MIS; (iv) improving the financial performance in a
sustainable manner, and (v) promoting financial services and producG that respond to
rural population and smallholder farmers' needs.

B. Sub-component 1.2 Promotion of Aoricultural Financial Products

The Programme seeks to help meet the shortcoming of the limited lending to agricultural
sector activities through the establishment of the AFF and through increasing the capital of
the CBs, to promote and make accessible agricultural financial products. This sub-
component will be financed by NaSSIT or another co-financier identified by the
Borrower/Recipient.

The AFF has been designed to ensure that the rural population is enabled to access
different financial services. It is envisaged that the AFF will provide three primary financial
products: (i) agricultural campaign/production loans; (ii) agricultural rehabilitation loans;
and (iii) agricultrural equipment/processing loans.

The AFF Credit Policy and Procedures shall describe the way AFF will be adminlstered and
its products may be accessed: The APEX and the MOFED shall enter into a MoU for the
management and administration of this facility. .

Component 2: Programme Management and Coordination

This component will ensure that the Programme is efficiently and effectively managed so
that the expected results will be achieved. Gender, youth, environmental, knowledge
management and communication considerdtions will be integrated into all aspects of the
Programme management, and into activities of NCU.

II. ImplementatlonArrangements

1. Lead Programme Agency. The LpA shall be MAFFS, with overall responsibility for
the implementation of the Programme. MAFFS shall delegate the functional and day-to-
day implementation and coordination responsibilities for the overall programme to the
on-going NCU, responsible for the implementation of all IFAD-financed
projects/programmes.

2. Programme Steering CommiXee,

2.L Establishment. The Borrower/Recipient shall establish a psc which shall have
overall Programme oversight and poliry guidance.
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GENERAL CONDITIONS FOR AGRICULTURAL DEVELOPMENT FINANCING
(as amended September 201Or)

ARTICLE I - APPLICATION

(a) These General Conditions apply to all Financing Agreements (as such term is
deftned in Section 2.01). They apply to other agreements only if an agreement expressly
so provides.

(b) If a particular provision of these General Conditions does not apply to an
Agreement, the Agreement must provide explicitly that it does not apply.

ARTICLE II - DEFINITIONS

SEc[oN 2.O1, General Definitions.

The following terms have the following meanings wherever used in these General
Conditions:

"Agreement" means a Financing Agreement or other agreement subject to these General
Conditions.

"Annual Workplan and Budget" or "AWPB" means the annual workplan and budget for
carrying out a Project during a particular Project Year, which includes the Procurement
Plan,

"Borrower" means the pa rty designated as such in an Agreement.

"Coercive practice" means impairing or harming, or threatening to impair or harm,
directly or indirectly, any party or the property of the party to influence improperly the
actions of a party,

'Collusive practice" means an arrangement between two or more parties designed to
achieve an improper purpose, including influencing improperly the actions of another
party.

"Cooperating Institution" means an institution designated as such in a Financing
Agreement as responsible for the administration of the Financing and/or the supervision
of the implementation of the Project.

"Cooperation Agreement" means an agreement or agreements between the Fund and a
Cooperating Institution by which a Cooperating Institution agrees to act as such.

"Corrupt practice" means offering, giving, receiving or soliciting, directly or indirectly,
anything of value to improperly influence the actions of another party.

"Currenry" of a State or a territory means the currency that is legal tender for the
payment of public and private debts in such State or territory.

l These General Conditions forAgricultural Development Financing were adopted by IFAD'S Executive Board on 29 April
2009. Sedions 2.01,4.08(a) and 5.01 were amended by decision of the Executive Board on l T September 2010. These
General Conditions, as amended, apply to all Financing Agreements for projecls and progGmmes approved by the
Executive Board during and subsequent to its ninety-seventh session in September 2009.
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SEcrroN 1.O1. Application of General Conditions.





"Eligible Expenditure" means an expenditure that complies with Section 4.08.

"Euro" or "EUR" mean the currency of the European Monetary Union.

"Financing" means a Loan, a Grant, or a combination thereof.

"Financing Agreement" means a Project Financing Agreement or Programme Financing
Agreement, pursuant to which the Fund agrees to extend Financing to the
Borrower/Recipient,

"Financing Closing Date" means the date on which the right of the Borrower/Recipient to
request withdrawals from the Loan Account and/or Grant Account ends, which is six (6)
months after the ProJect Completion Date or such later date as the Fund may designate
by notice to the Borrower/Reclplent.

"Fiscal Year" means the twelve-month period designated as such in an Agreement.

"Freely convertible currency" means any currency so designated by the Fund at any
time.

"Fund" means the International Fund for Agricultural Development.

"Grant" means a grant extended to a Recipient pursuant to a Financing Agreement or
other Agreement.

"Grant Account" means the account ln the books of the Fund opened in the name of the
Recipient to which the amount of the Grant is credited.

"Guarantee Agreement" means an agreement between a Member State and the Fund by
which such Member State guarantees the performance of another Agreement,

"Guarantof means any Member State designated as such in a Guarantee Agreement.

"IFAD Procurement Guidelines" means the Procurement Guidelines approved by
the Fund's Executive Board in December 2004 (for Financing approved by the Fund's
Executive Board prior to September 2010) orthe Project Procurement Guidelines
approved by the Fund's Executive Board in September 2010 (for Financing approved by
the Fund's Executive Board after September 2010) as such guidelines may be amended
by the Fund.2

"IFAD Reference Interest Rate" means the rate determined periodically by the Fund as its
reference rate for the computation of interest on its Loans.

"Lead Project Agenry" means the entity designated as such in an Agreement, which has
overall responsibility for the execution of a Project.

"Loan" means a loan extended by the Fund to the Borrower pursuant to a Financing
Agreement.

2 Amended September 20'10

)

"Fraudulent practice" means any action or omission, including a misrepresentation, that
knowingly or recklessly misleads, or attempts to mislead, a party to obtain a financial or
other benefit or to avoid an obligation.
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