EB 2009/96/R.14 Republic of Guinea
Village Communities Support Project – Phase II: Request for a waiver of the policy on the taxes

I. Amendment to the grant agreement

· VCSP II was approved by the EB on 12 September 2007.
· The grant agreement became effective on 28 March 2008.

· The International Development Association (IDA) was appointed as IFAD’s cooperating institution for this cofinanced project. 

· Financing parties: IFAD, IDA Global Environment Facility, Agence Francaise de Developpement (interested in cofinancing) and World Bank. [par. 1-3]

IDA has agreed with the Government of Guinea to finance all eligible expenses, including taxes, from its grant proceeds. As a result, the ineligibility of taxes under IFAD grant proceeds represents a constraint to full harmonization of disbursement procedures and implementation of the cofinancing arrangement. [par.4]

This amendment includes, inter alia, a revision of the tax policy that would allow for financing of taxes under IFAD loans and grants proceeds, subject to established eligibility criteria. [par.5]

II. Justification for the amendment request

An exception is being requested to permit the VCSP financing proceeds to be used to finance taxes and duties to the same extent as the proceeds of the World Bank grant. Reference to this waiver will be reflected in the grant agreement between IFAD and the Republic of Guinea. [par.6-7]
III. Recommendation

RESOLVED: that the Fund shall approve the waiver of the policy on taxes as contained in sections 4.10 (a)(i) and 11.01 of the General Conditions for Agricultural Development Financing for the Village Communities Support Project – Phase II grant agreement with effect from the effective date thereof, upon such terms and conditions presented herein. [par.8]
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