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1. BEEEER (M/D)

MINUTES OF DISCUSSIONS
ON THE STUDY ON THE JAPANESE GRANT ASSISTANCE
FOR THE FOOD SECURITY PROJECT FOR UNDERPRIVILEGED FARMERS
IN THE REPUBLIC OF KENYA

In response to a request from the Government of the Republic of KENYA
(hereinafter referred to as “GOK™) for the Japanese grant assistance for the food
security project for underprivileged farmers for Japanese fiscal yvear 2012 (hereinafter
referred to as “2KR™), the Government of Japan decided to conduct a study and
entrusted the study to the Japan International Cooperation Agency (hereinatter referred
to as “JICA™).

JICA sent to the Republic of KENYA a Study Team (hereinafter referred to as
“the Team™), which is headed by Mr. Yutaka IWATANI, Deputy Director General for
Planning and Coordination, Rural Development Department, HCA, and is scheduled to
stay in the Republic of KENYA from 21" August 2012 to 7" September 2012.

The Team held a series of discussions with the officials concerned of the GOK
and other stakeholders.

As a result of the discussions and field survey. both parties confirmed the main
items described in the ATTACHMENT.,

Nairobi, 6th September 2012

. Kiome, Ph.D, CBS

Utaka Iwatani Romano

Leader Permanent Secretary
Study Team Ministry of Agriculture
Japan International Cooperation Agency Republic of Kenya

Joseph K. Kinyua, CBS
Permanent Secretary
Ministry of Finance

Republic of Kenya
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ATTACHMENT

1. Procedures of 2KR

I-1. The Republic of Kenya (GOK) side understood the objectives and procedures of
2KR explained by the Team, as described in ANNEX-I.

1-2. GOK side will take the necessary measures for smooth implementation of 2KR as

described in ANNEX-].

2. Systemn of 2KR for Execution
2-1.The Responsible and Implementing Organization for 2KR is Ministry  of
Agriculture.

2-2.Distribution System  is as described in ANNEX-I1.

3. Target Area(s). Target Crop(s) and Requested ltem(s)

3-1. Target arca of ZKR in fiscal year 2012 is Mwea.

3-2. Target crop of 2K R in fiscal year 2012 is Rice.

3-3. The items described in ANNEX-HI were finally requested by GOK side after
discussions with the Team. The formal request of items will be submitted to

Japanese Sides through Ministry of Finance.

4. Counterpart Fund
4-1. GOK side confirmed the importance of proper management and use of Counterpart
Fund, and explained the executing system as follows;
a. The deposit system is described in ANNEX-1l. Ministry of Agriculture has
responsibility to collect 2KR Counterpart Fund.
b. Ministry of Finance is the responsible organization for management of
Counterpart Fund.

¢. Ministry of Finance submits semi-annual bank statements of the Counterpart




Fund account to lapanese Side.

d. Mmistry of Finance will submit requests of the “Utilization Program™ of the
Counterpart Fund to Japanese Side on the basis of the reports submitted by the
Ministry of Agriculture.

¢. GOK will report Counterpart Fund projects to the Japanese side.

4-2. The Team confirmed GOK side has introduced external auditing for proper
management and use of the Counterpart Fund.

4-3. Both sides agreed that Counterpart Fund is utilized for Agricultural Development in
GOK.

4-4. GOK side agreed to open a new bank account for every 2KR which has been

implemented after Japanese fiscal year 2012.

5. Monitoring and Fvaluation
5-1. GOK agreed to hold a liaison meeting with JICA twice a year to monitor the

distribution and utilization of procured items.

6: Collaboration with JICA Project

6-1. Both sides agreed that 2KR should be well co-ordinated with the Rice-based and
Market-oriented Agriculture Promotion Project (Rice MAPP) and Directorate of
Agricultural Engineering Services (AES) to maximize the impact of assistance
towards underprivileged farmers.

6-2. Both sides confirmed that the recipients of this 2KR items provided in Mwea will
be requested to biannually submit a monitoring sheet to the Rice MAPP. Rice
MAPP will submit the monitoring sheet draft to Ministry of Agriculture in advance,
and Ministry of Agriculture and Rice MAPP will jointly monitor the results.

6-3. Determination of selling price and service charge in Mwea will be advised by

Directorate of AES in consultation with Rice MAPP and other stakeholders.




7. Other relevant issues

7-1.

7-4.

7-5.

7-6.

Ministry of Agriculture mentioned that this 2KR 2012 is for the monitoring and
trial of the mechanized rice production and post harvest operation in Kenya. After
the trial in Mwea, Ministry of Agriculture will move to the next phase expand to the

other rice production areas in Coast, Nyanza, Western and Rift Valley Regions.

- Ministry of Agriculture put emphasis the importance of establishing an Agricullural

Mechanization Services (AMS) sub-station in Mwea. Ministry of Agriculture will,

therefore, establish the AMS workshop and garage, and assign few technical stalf,

. Mimistry of Agriculture confumed that the requested items will be sold by

appropriate price in order not to distort the markel, through fair and transparent
tender.

JCA advised that running cost and operational cost should be borne by the hiring
charge or necessary cost should be covered for items” sustainability.

The products and the services to be procured shall be selected from those defined in
the G/A. The quantity of each product and services to be procured shall not
exceed the limits of the quantity agreed upon between the Recipient and the
Government of Japan.

GOK requested that eligible countries of origin of the products will be
Organization for Economic Co-operation and Development (OECD) countries,

Indonesia. Thailand. and Brazil.
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ANNEX-1

Japanese Grant Assistance for the Food Security Project for Underpriviteged Farmers
(2KR)

i, Japanese 2ZKR Program

I-1. Main objectives of Japanese 2KR Program

Many countries in the developing world face chronic food shortages. Reduced
yields due to factors such as harsh climate and harmful pests are a serious problem,
A fundamental solution to the food problems in developing countries requires,
above all, increase of food production through self-reliant efforts on the part of such
countries.

To cooperate with the efforts of developing countries to achieve sufficient food
production, the Government of Japan has been extending program for the Increase
of Food Production (Japanese 2KR Program) since 1977,

2KR aims at providing fertilizer, agricultural machinery & equipment and others
to assist food production programs in developing countries which are striving to
achieve self-sufficiency in food.

The Government of Japan decided to focus on underprivileged farmers and small
scale farmers as a target of the 2ZKR program and has changed the name of 2KR
from “Grant Aid of Increase of Food Production™ to “Japanese grant assistarice for
the food security project for underprivileged farmers™ to contribute to eradication of
hunger through this program more effectively.

1-2, Counterpart fund

The Government of the recipient country or designated authority (herein after referred
to collectively as “the Authority”) shall deposit, in principle in Kenyan currency, all the
proceeds from the sales and lease of the products in an account to be opened in its name
in CRDB BANK PLC or a bank to be agreed upon between Japan International
Cooperation Agency (hereinafter referred 10 as “JICA™) and the Authority. The amount
of the proceeds to be deposited shall be more than half (1/2) of the Free On Board
(FOB) price of the Products and shall be calculated based on the average exchange rate
of the month signing the Exchange of Notes (hereinafter referred to as “the E/N) which
the International Monetary Fund (IMF) is notified of, unless otherwise agreed between
JNCA and the Authority. The deposit shall be made within the period of four (4) years
from the date of entry into force of the Grant Agreement (hereinafter referred to as “the




G/A™), unless otherwise agreed between JICA and the Authority.

The Government of the recipient country shall utilize the fund deposited (hereinafter
referred to as “the Counterpart Fund™) for the purpose of economic and social
development, including, inter alia, support to underprivileged farmers in the recipient
country. In particular, prioritized usage of the Counterpart Fund for assistance for
underprivileged farmers and small scale farmers is recommended. Therefore 2KR can
have double benefits; through direct procurement of agricultural input under the Grant
Assistance and through the Counterpart Fund to support local development activities.

2. Procedures and Standard limplementation Schedule of 2KR

‘The standard procedures of 2KR are as follows

Application {Request made by a recipient country)

Study (Preparatory Study conducted by JICA)

Appraisal & Approval (Appraisal by the Government of Japan and Approval by the
Cabinet)

Determination of {The Notes exchanged between the Governments of Japan

Implementation and the recipient country)

G/A (Agreement concluded between JICA and the Authority)

Agent Agreement (Conclusion of an Agent Agreement with the Agent and the

approval of the Agent Agreement)
Tendering & Contracting
Shipment & Payment
Confirmation of the arrival of goods

Detailed descriptions of the steps are as follows.

2-1. Application (Request for 2KR)
To receive ZKR, a recipient country has to submit a request to the Government of
Japan. A request for 2KR is made by filling out the 2KR application form which is
sent annually to potential recipient countries by the Government of Japan.

2-2. Study, Appraisal and Approval
JICA will dispatch the preparatory study mission to countries which could be
recipient country of that fiscal year. The study includes:
1) Confirmation of background, objectives and expected benefits of the project
2) Evaluation of suitability of the project for the 2KR scheme




3) Recommendation of project components
4) Estimation of program cost

3) Preparation of a report

The following points are given particular importance when a request is studied:

1) Usage of agricultural input requested

2) Consistency of the project with national policy and/or plan of assistance for
underprivileged farmers and small scale farmers

3) Distribution plan of agricultural input requested

4} Introducing the external audit system on the Counterpart Fund

5) Holding liaison meetings

6) Consultation with stakeholders in the process of 2KR

7) Prioritized usage of the Counterpart Fund for assistance for underprivileged
farmers and small scale farmers

The Government of Japan appraises the project to see whether or not it is suitable
for 2KR based on the study report prepared by JICA and the results of its appraisals
are then submitted to the Cabinet for approval.

After approval by the Cabinet, the Grant Assistance becomes official with the
E/N signed by the Government of Japan and the Government of recipient country
(hereinafter referred to as “the Recipient™). Simultaneously, the Grant will be made
available by concluding the G/A between the Authority and JICA.

2-3. Procurement Methods and Procedures after the E/N and the G/A
The details of procedural steps involved after signing of the E/N and the G/A and
up to the payment stage are described as follows:

{1) Procedural details
Procedural details on the purchase of the products and the services under 2KR are
to be agreed upon between the Authority and JICA at the time of the signing of the
G/A.
Essential points to be agreed upon are outlined as follows:
a) HCA is in a position to expedite the proper execution of the program.
b) The products and services shall be procured in accordance with JICA's
“Procurement Guidelines of the Project for Underprivileged Farmers (Type
1-2K)




c) The Recipient shali conclude an employment contract (hereinafter referred to as
“the Agent Agreement”) with the procurement agent (hereinafter referred to as
“the Agent™).

d) The Recipient shall designate the Agent as the representative acting in the name
of the Recipient concerning all transfers of funds to the Agent.

(2) Focal Points of “Procurement Guidelines of the Project for Underprivileged Farmers
(Type I1-2K)”
a} The Agent

The Agent is the organization which provides procurement services of
products and scrvices on behall’ of the Recipient according to the Agent
Agreement with the Recipient. In addition to this, the Agent is to serve as the
Recipient's adviser and secretariat for the consultative committee between JICA

and the Recipient (hereinafter referred to as “the Committee™).

b) Agent Agreement
The Recipient will conclude an Agent Agreement, in principle within two
(2) months after the date of entry into force of the G/A, with the Agent in
accordance with “G/A™.
After the approval of the Agent Agreement by JICA in a written form, the
Agent will conduct services referred to paragraph c) below on behalf of the

Recipient.

¢) Services of the Agent

1) preparation of specifications of products for the Authority.

2) preparation of tender documents.

3) advertisement of tender.

43 evaluation of tender.

5) submission of recommendations o the Authority for approval to place order
with suppliers.

6) receipt and utilization of the fund.

7) negotiation and conclusion of contracts with suppliers,

8} checking the progress of supplies.

9} providing the Authority with documents containing detailed information of
contracts,

10) payment to suppliers from the fund.




11} preparation of semi-annual statements to the Authority and JICA.

d) Approval of the Agent Agreement

A copy of the Agent Agreement, shall be submitted to JICA by the Agent.
JICA confirms whether or not the Agent Agreement is concluded in conformity
with the G/A and the Procurement Guidelines of the Project for Underprivileged
Farmers, and approves the Agent Agreement.

The Agent Agreement concluded between the Recipient and the Agent shall
become cligible for the Grant and its accrued interest after the approval by JICA
in a written form.

) Payment Methods

The Agent Agreement shall stipulate that “regarding all transfers of the fund
to the Agent, the Recipient shall designate the Agent to act on behalf of the
Recipient and issue a Blanket Disbursement Authorization (hereinafier referred
to as “the BDA™) to conduct the transfer of the fund (hereinafter referred to as
“the Advances”) to the Procurement Account from the Recipient Account.”

The Agent Agreement shall clearly state that the payment to the Agent shall
be made in Japancse yen from the Advances and that the final payment to the
Agent shall be made when the total remaining amount become less than three
percent (3 %) of the Grant and its accrued interest, excluding the Agent’ Fecs.

1) The Products and the Services Eligible for Procurement
The products and the services to be procured shall be sclected from those
defined in the G/A.
The quantity of each product and scrvice to be procured shall not exceed the
limits of the quantity agreed upon between the Recipient and the Government of
Japan.

g) Supplier
In principle, a supplier could be of any nationality as long as the supplier
satisfies the conditions specified in the tender documents,

h) Method of Procurement
In implementing procurement, sufficient attention shall be paid so that there
is no unfairness among tenderers who are eligible for the procurement of




products and services.
For this purpose, competitive tendering shall be employed in principle.

i) Type of Contract
The contract shall be concluded on the basis of a lump sum price between
the Agent and the Suppliers.

1) Size of Tender Lot
If a possible tender ot may be technically and administratively divided and
such a division is likely to result in the broadest possible competition, the tender
lot should be divided inte two or more. On the other hand, in the interest of
obtaining the broadest possible competition, any one lot for which a tender is
invited shall. whenever possible, be of a size large enough to aftract tenderers.
If more than one ot is awarded to the same contractor, the contracts may be
combined into ong.

k) Public Announcement
Public announcement shall be carried out in such a way that all potential
tenderers will have fair opportunity to learn about and participate in the tender.
The invitation to prequalification or to tender shall be publicized at least in a
newspaper of general circulation in the recipient country (or neighboring
countries) or in Japan, and in the easily accessible webpage operated by the
Agent,

1} Tender Documents
The tender documents should contain all information necessary to emable
tenderers to prepare valid offers for the products and services to be procured for
2KR.
The rights and obligations of the Recipient, the Agent and the Supplier of the
products and services should be stipulated in the tender documents to be
prepared by the Agent. Besides this, the tender documents shall be prepared in

consultation with the Recipient.

m) Pre-qualification Examination of Tenderers
The Agent may cenduct a pre-qualification examination of tenderers in
advance of the tender so that the invitation to the tender can be extended only to




eligible suppliers. The pre-qualification examination should be performed not to
limit the tenderers but to confirm the capability and resources of potential
tenderers to perform the particular work satisfactorily and should not hinder the
objective of the competitive tending. In this case, the following points should
be taken into consideration:

1) experience and past performance in contracts of a similar kind;

2y property foundation or financial credibility; and

3) existence of local offices, etc. to be specified in the tender documents.

n} Tender Evaluation

The tender evaluation shall be implemented on the basis of the conditions
specified in the tender documents.

All those tenders which substantially conform to the technical specifications,
and are responsive to other stipulations of the tender documents, shall be opened
and judged in principle on the basis of the submitted price, and the tenderer who
offers the lowest price shall be designated as the successful tenderer.

The Agent shall prepare a detailed tender evaluation report clarifying the
reasons for the successful tender and the disqualification, and submit it to the
Recipient to obtain confirmation before concluding the contract with the
successful tenderer.

The Agent shall submit a detailed evaluation report of tenders to JICA for its
information, while the notification of the results to the tenderers will not be
premised on the confirmation by JICA.

o) Additional Procurement
if the Recipient may request an additional procurement by using the
Remaining Amount after competitive and / or selective tendering and / or direct
negotiation for a contract, the Agent is allowed to conduct an additional
procurement, following the points mentioned below:
I} Procurement of the same products and services
The additional procurement may be implemented by a direct contracting
with the successful tenderer of the initial tender when a competitive
tendering is judged to be disadvantageous or uneconomical in such cases
where the products and services to be additionally procured are identical
with the initial fender and also the quantity to be additionally procured is
limited, or there was no other participants than the successful tenderer in the




initial tender,

When a direct contracting with the same supplier is not necessarily
advantageous or appropriate in such case where a portion of the balance is
relatively large, suppliers shall be selected through a new tendering
procedure.

2} Other procurements
When products and services other than those mentioned above in 1) are

to be procured, the procurement shall be implemented in principle through a
competitive tendering. In this case, the products and services for additional
procurement shall be selected from among those in accordance with the G/A.

p) Conclusion of the Contracts
In order to procure products and services in accordance with the G/A, the
Agent shall conclude Contracts with the Supplier selected by tendering or other
methods.

q) Terms of Payment to the Supplier
The Contract shall clearly state the terms of payment.
In principle, payment shall be made after the completion of the shipment of
the products and the completion of the services stipulated in the Contract.

3. Undertakings by the Recipient

The Recipient will take necessary measures:

1} to ensure prompt unloading and customs clearance at ports of disembarkation
in the recipient country and internal transportation therein of the products
purchased under 2KR.

2) to ensure that customs duties, internal taxes and other fiscal levies which may
be imposed in the recipient country with respect to the purchase of the
products and the services as well as the employment of the Agent be
exempled.

3) To ensure that the products purchased under 2KR will make an effective
contribution to the increase of food production and eventually to stabilize and
develop the recipient country's economy.

4} To give sufficient consideration to underprivileged farmers and small scale
farmers as beneficiary of the project.

5) To bear all the expenses, including the expenses for the storage and the




distribution of the products, other than those covered by the Grant and its
accrued interest, necessary for the implementation of 2KR.

&) To maintain and use the products procured under 2KR properly and cffectively
for the implementation of 2KR.

7} To introduce the external audit system on the Counterpart Fund.

8) To give priority to projects for small scale farmer and poverty reduction for the
use of the Counterpart Fund.

9) To monitor and evaluate the progress of 2KR and to submit a report to JICA
twice a year,

4, Consultative Committee

4-1. The purpose of establishment on the Consultative Committee
The Authority will establish a consultative committee (hereinafter referred to as

“the Committee™) in order to discuss any matter, including deposit of Counterpart
Fund and its usage, for the purpose of effective implementation in the recipient
country. The Committee will meet in principal in the recipient country at least once
a year.

4-2. The member of the Commitiee
The Committee shall be chaired by the head of the representatives of the

Authority. The representatives of JICA and the representatives of the Authority shall
be members of the Committee.

4-3.Other participants
The representative of the Agent will be invited to the Committee provides

advisory service to the Authority and work as the sccretariat of the Committee. The
role of the secretariat will be such as collecting information related to the 2KR,
preparing the material for discussion and making the Record of Discussion on the
Committee.

4-4, Terms of Reference of the Committee
The subject centered on the below shall be discussed in the Committee.

1} to confirm an implementation schedule of 2KR for the speedy and effective
utilization of the Grant and its accrued interest;

2) to discuss the progress of the sales, lease, distribution and utilization of the
products;




3) to exchange views on allocations of the Grant and its accrued interest as well
as on potential end-users;

4} to identify problems which may delay the utilization of the Grant and its
accrued interest, and to explore solutions to such problems;

3) to evaluate the effectiveness of the utilization in the recipient country of the
products in increasing production of staple food crops;

6) to assist in formulating a policy on the deposit, in principle in the recipient
country’s currency, and to exchange views on the effective utilization of the
Counterpart Fund;

7) to exchange views on publicity related to the utilization of the Grant and its
accrued interest; and

8) lo discuss any other matlers that may arise from or in connection with the G/A.

5. Liaison Meeting
5-1. The purpose of the Liaison Mecting
JICA and the Recipient will hold the Liaison Meeting twice a year for the
periodical monitoring of the project. The Recipient will make a monitoring report
and submit it to JICA before/in the Liaison Meeting. The detailed way to meet the
Liaison Meeting will be discussed on the occasion of the 1* Committee.

3-2. Terms of Reference of the Liaison Meeting
The subject centered on the below shall be discussed in the Liaison Meeting.

1) To discuss the progress of distribution and utilization of the products in the
recipient country purchased under 2KR.

2) To evaluate the effectiveness of utilization of the products in the recipient
country for food production and assistance for small scale farmer and poverty
reduction,

3) In case there are some problems (especially the delay of distribution and
utilization of the products and deposit of the Counterpart Fund), opinion
exchanges for solving such problems, progress report of implementation of
countermeasures by the Recipient, suggestion by the Japanese side, shall be
done in the Liaison Meeting,

4} To confirm and report the deposit of the Counterpart Fund

5} To exchange views on the effective utilization of the Counterpart Fund

6) To discuss the promotion and the publicity of the projects financed by the
counterpart fund.
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Distribution and Counter Part Fund [CPF} Flow of 2KR Eguipment in MWEA of 2012
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Annex—IIL

Requested ltems for 2KR 2012 by the Republic of Kenya

No Machine Items MRGM E”%m‘g;"g Farmers MIAD Total
4-Wheel Tractor (80HP) 10 5 i5
with Attachments below
(1) Disk Plow
1 (2) Rotavator

{3) Ridger

{4) Trailer

4-Wheel Tractor (30HP) 5 5

with Attachments below

{1) Rotary
o {(2) Drive Harrow

(3) Disk Rotary

(4) Ridger

(5) Trailer
3 |Combine Harvester (1.5m width) 10 2 1 13
4 {Combine Harvester (2. 0m width) 3 3
5 [Thresher (1,000kg/hr) 2 50 52
8 |Reaper (1.2m cutting width) 2 20 22
1 |Transplanter (2 wheel type) y 2

8 |Transplanter {4 wheel type) 2 2

9 Seedling Box 500 500

10 20% of Spare Parts

for the tem 1 to 8
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