APPENDIX A

PROJECT DESCRIPTTON
Viacedonia Ginger Prodoction and Processing roject

Nigoria

I, Intraduction

This appendix deseribes the activitics 1o be mndertahed mid the resulis 10 be uehieved with the
funds obligated under This Agreenent, Nothing in this Appendis A shall be construed as
amending any of the definitions, comditions. v wrmes o e Agreement.

11, Backgroond

Macedonia, Ginger Fuarmers € ooperative Sucicty (MAGEXCOY) iy a rural-bascd. S0 member
coaplrative socicly located in Sambun Falinil W acds Jaba Locyl Government Aren (ILGA)Y of
Kaduna state, Nigeria, MAGFACOS has been invitlved inefloms 1o ingrease the productivity,
quality, and camings of fts gincer farmer members roughi e provision of extéusion serviees,
bulk purcliases of Firm fuputs amd facilitation al ginaer siles womajar dealers.

MAGEFACOS waiits to iimpiove the quantity of pinger produeed by inereasiog the land area
devoted 10 enltivation, using improved svarigtics, und applying modern agronomie pravlices.
However, MAGEACOS s constinined by por lechnival production espacity, no access 1o
modern Iiputs amd equipment, wnd weik management and business shills,

111, Funding
AL ADE Conibitjon

Phe finanelul plan for ADVS contribiution is set torth i Appendis A-1 w this Agreement.
Che Parties inay nake changes o the finaneial plany s ithour formal amendient, if such
chunpes areimady naccordinee with Anicle 7 of the Agreenient and do nat cause ADFs
contibution o exceed e ohlipated amonn specified i Article 4, Section 4.1 of the
Agreement,

13. Ciranree Contrilwtion
MAGEFACOS will comrbute the Tabor of its menibers. existing Larmland Tor ginger
production. inputs (o0 the demonsiration favn, o arop purchase ud and up 1o Nigerian
Naira (NGNY 3,105,000 16 Ielp cover aperating casts of the production facility.

Iv. Mrojeet Goal

The goal of this Project is w promote the siomthi ol smull scale aricultural enterprises and
improve the stundard of living of poor fhrmers T the narthern Nigeria state of Kaduna,
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V. Project Purpose

The purpose of the Prafect s 1o improve MAGE A ISTS prospedts for sustnined CXPMSIon as
tdicated by e development o whiptchetsive five gy lsdiness: plan that ADE deems
sutithble fur Fanding By o ddisnar or ooy fRanudicin instinution,

VI Outpins

A Improved o

Inerease o

procuction wethods and prodictivity as evidenced by an
SN ginger-yiells oy o Guirent baseling avefage of seven IS
Lonvs e Tanl 7 licetire 1o elelle jervic 1ons per hall” hegrye hy the cod of the
privieet,

13, o] produe quality gy ldened by
i ! 3

Logodearense I extnmoous and Jreign mater in dricd ginger fram a current
buselinie ol 1) PRieent fo 3 pereent By Priicet Year 2oand

= wdeorense 71t Wiiter confent iy Wiied singar from g coment biseline of 17
I8 pereenn 1w 1 pareent by rojueet Y 2.
¢, Hnproved Hustaeient capavite as ey whenwed Iy
I oa t'LJI'lt'_!]nIHII-:: und active Boaed o IDirectars meets Uy 1o assexs
managee it Bplenentut o Prodress and  uddress Implementation
RSt dnpeding operntiong| cllicieney and Progress;

I3

WO One yeur colttriets between MAGFATOS and non-loeal buyers and two
sontrets between MAGHECOS ind farge local buyers 10 assist farmer
imembers™ sulis o deivd Linger; and

b

3o themanagement wean, rontinely wilizes Grandial doeuments produeed during
the: Project suel gy spamterdy bank recondilintions, budyet expenditunes,
nrafit and loss shemons. halance shivets and cinli low statenients in making
[Tancint ai) P Eement decisions fop e conperative.

Vil Activities

A, Praduction haprovemei

I The Canperative will establish o 2.3 hevtare deionstration Farmy v whicl

Gabmers will peceive iniiime i yvield! g quality enhancing produetion
lechnolomies sueli as Fortilizer o madern eynipment.

2. The Couperative will estulilivh and Cyp o s processing facility where

fresh ginger from the demonstation furm will be sorted, praded. eleaned,
dridesplit. und bagged iy wile
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3N ppticulne CRICHATON servfees P aLEs will be reeruined and Wil tiain
e Tarsies i best practices ol winzer praduetion gl the demonstration farm,
e progessing Boetlins Gl v thwe membors O s,

1 e Coomerntive Wl sl o sal stordne Taeility 1o store (e Cavperative’s
softeds vdedippodye e ! erted s ey,

IEH Maragement and .- nie T e

Lo A el hosiness Wanages wlll be recrmiied yndd live overnll naneent
Fesponisibility for MAC ALY IS operntiong The General Business
Manager will train the coment W hwuse tmmmgemen) vi sound cooperilive
SOLTLY il pemont during the Projet.

20 The getert) business Wharger, with wehinical assisturice from  senjor
maERers g an outside: cospltant. will develap o comprehensive Seyeir
business play cetailing ORPOrUties o furtliey expansion and sustined
Profltabilitg, The husivess Pl wil)

[} determine the muost coste1foctive cost ol produrction per heotare;
(b Mot the retprms o investimant:
() ductiient lessons Jeaened Tiom year one of this EDI Projeet,

perticularly e Iplemenitition of ageicvlral best praciices
and fechnigues;

(dy explore ontions fi expimling tembership ol (he Cooperative
A providing henefin o=ttt hors:

(&) developiidicatens th wack Benelis 1o benelieiaries:

(0 AP wptions: for il feome generalion aetivities for
Cloapenitive,

(a) evaliite Mie commuerviy) Vi ity ol exporting winger;
th explore e possibiliiy OF soibe iinto viganic tarming;
(i) frovide an gssessment ol current marker ends uy well uan

Ay sis ol relintad righos

i) provide o dssessiment of lie chirrent in-hause minagemen|
Lestn s byl g Armage the bliginess and finangial aspects ol the
COUDALIVE 0N its oz el

(h) inelude any oo additional analysis that will prepare (he
Coopertlive Tor expinsian amd sustained erowily, W be
determined duihig gl design: provess of (he husiness plan and
thrangh hmplementation of this Projvey,

Y .
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3o A aecoubtnt will e reurnited and Wil establish and - dperiie the
st and Wil Gatvdse the managemen atd Bourd
ot e Tithncfal sttt wf e vreanizition. e Accountant will meiytor e
COrrein fi-T iy i et souud eyl praeticos and priseuedires,

Coopertive s Bz

o beehnival sspepts Wil sain VAt EACEST anemibers, the Bowrd ol Trusices
e T G en] Yemn n e g nd Tinatieia ] husiness preineiples,
Smupadvies and Biaiiess DIHBHIGE TS

a0 technieal expeit will work w ithe the smanassement team and produce a
manual of arimizadions! poticies ad procedures, o manual of tmernn |
contrads and g ol aveotmting procedures,

. NLrketing lnprovemen

Lo The goneral bosipess hmnser. with rechnical assistance fiom i consultant,
will du:x-cl..q: kit s sades stontepy thar will veduce or eliminate the
freed for iutormediaries. Berseen MAG PACOS, id major demestic buyvers
and retailors ol einger.

20 MAGEACOS will privcliase and packaue it produce o branded bags o
distis st e proiuets onn | se of ofler sellors an the ket

Ao MAGEACOS will developy aud mnintain website 1o disseminate more
indrmation and reuels piope Petetitind huyiers.

VIIL  Roles and Responsibilitios of the Purtics

The stalf and munagesent o M AGEAECOS dre esponsible for the mansgement and e [tper
implementation of e Piojeet. Dinmond Developmen Initinives (DI ADEF's panner in
Nigeria, will provide wiinine Inothe areas ol stanidard. ADE hnu-kkucpin.g. motiitoring and
assessment. DD will also provide technica assistinee and anagement assistance during
implementation,

IX. Monitoring ant Fyaluation

AL Partnor v Nigersy wii) clusely monitor e activities ol MAGEACOS 10 ensure Moper
reporting, adherenee o e Prostect implamennnion plin by the Cooperative and maoverment
towards the nchicvenen of Profect ohjoctives. The Parher will vontinuously assess visks and
take remedial netions a5 needod Manitaring by the Partaet will be an important aspeet of the on-
going codching sy wvisory service, The Matner will review AREs quarterly reports and will

=

submit comments sl obsess 1o 16 the HENALENI S MAGEACOS as part of 1he D=
performance assessment,
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APPENDIX A

PROJECT DESCRIPTION
Macedonia Ginger Production and Processing Project

Nigeria

I Introduction

This appendix describes the activities to be undertaken and the results to be achieved with the
funds obligated under this Agreement. Nothing in this Appendix A shall be construed as
amending any of the definitions, conditions, or terms of the Agreement.

IL Background

Macedonia Ginger Farmers Cooperative Socicty (MAGFACOS) is a rural-based, 50 member
cooperative society located in Samban Fathaik Ward, Jaba Local Government Area (LGA) of
Kaduna state, Nigeria. MAGFACOS has been involved in efforts to increase the productivity,
quality, and earnings of its ginger farmer members through the provision of extension services,
bulk purchases of farm inputs and facilitation of ginger sales to major dealers.

MAGFACOS wants to improve the quantity of ginger produced by increasing the land area
devoted to cultivation, using improved varieties, and applying modern agronomic practices.
However, MAGFACOS is constrained by poor technical production capacity, no access to
modern inputs and equipment, and weak management and business skills.

Il Funding
A. ADF Contribution
The financial plan for ADF’s contribution is set forth in Appendix A-1 to this Agreement.
The Parties may make changes to the financial plan without formal amendment, if such
changes are made in accordance with Article 7 of the Agreement and do not cause ADF’s
contribution to exceed the obligated amount specified in Article 4, Section 4.1 of the
Agreement.
B. Grantee Contribution
MAGFACOS will contribute the labor of its members, existing farmland for ginger
production, inputs for the demonstration farm, a crop purchase fund and up to Nigerian
Naira (NGN) 3,105,000 to help cover operating costs of the production facility.

1v. Project Goal

The goal of this Project is to promote the growth of small scale agricultural enterprises and
improve the standard of living of poor farmers in the northern Nigeria state of Kaduna.
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V. Project Purpose

The purpose of the Project is to improve MAGFACOS’s prospects for sustained expansion as
indicated by the development of a comprehensive five-year business plan that ADF deems
suitable for funding by a donor or other financial institution.

VL Outputs

A.

B.

Improved ginger production methods and productivity as evidenced by an
increase of fresh ginger yields from a current baseline average of seven metric
tons per half hectare to eight metric tons per half hectare by the end of the
project.

Improved product quality as evidenced by:

I. a decrease in extrancous and foreign matter in dried ginger from a current
baseline of 10 percent to 5 percent by Project Year 2; and

2. adecrease in the water content of dried ginger from a current baseline of 17 —
18 percent to 14 percent by Project Year 2.

Improved management capacity as evidenced by:

I. a functioning and active Board of Directors meets quarterly to assess
management implementation progress and address implementation
constraints impeding operational efficiency and progress;

2. two one year contracts between MAGFACOS and non-local buyers and two
contracts between MAGFACOS and large local buyers to assist farmer
members’ sales of dried ginger; and

3. the management team routinely utilizes financial documents produced during
the Project, such as quarterly bank reconciliations, budget expenditures,
profit and loss statements, balance sheets and cash flow statements in making
financial and management decisions for the cooperative.

VIl Activities

A.

Production Improvement

1. The Cooperative will establish a 2.5 hectare demonstration farm on which
farmers will receive training in yield and quality enhancing production
technologies such as fertilizer and modern equipment.

2. The Cooperative will establish and equip a small processing facility where
fresh ginger from the demonstration farm will be sorted, graded, cleaned,
dried, split, and bagged for sale.
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An agricultural extension services manager will be recruited and will train
the farmers in best practices of ginger production at the demonstration farm,
the processing facility, and on the members own farms.

The Cooperative will rent a small storage facility to store the Cooperative’s
sorted, graded produce and unsorted ginger.

Management and Accounting Improvement

2.

A general business manager will be recruited and have overall management
responsibility for MAGFACOS’s operations.  The General Business
Manager will train the current in-house management on sound cooperative
society management during the Project.

The general business manager, with technical assistance from senior
managers and an outside consultant, will develop a comprehensive 5-year
business plan detailing opportunities for further expansion and sustained
profitability. The business plan will:

(a) determine the most cost-effective cost of production per hectare;
(b) project the returns on investment;
() document lessons learned from yecar one of this EDI Project,

particularly in the implementation of agricultural best practices
and techniques;

(d) explore options for expanding membership of the Cooperative
and providing benefits to non-members;

(e) develop indicators that track benefits to beneficiaries;

(H explore options for additional income generation activities for
Cooperative;

(2) evaluate the commercial viability of exporting ginger;

h explore the possibility of going into organic farming;

(i) provide an assessment of current market trends as well an

analysis of related risks;

() provide an assessment of the current in-house management
team’s ability to manage the business and financial aspects of the
cooperative on its own; and

) include any other additional analysis that will prepare the
Cooperative for expansion and sustained growth, to be
determined during the design process of the business plan and
through implementation of this Project.

ADF g ~ Macedonia Page 3 of 4 Investment No. 1845-NIA



APPENDIX A

3. An accountant will be recruited and will establish and operate the
Cooperative’s financial systems and will advise the management and Board
on the financial status of the organization. The Accountant will mentor the
current in-house management on sound financial practices and procedures.

4. Technical experts will train MAGFACOS’ members, the Board of Trustees
and the management team in accounting and financial business principles,
group dynamics and business management.

5. A technical expert will work with the management team and produce a
manual of organizational policies and procedures, a manual of internal
controls and a manual of accounting procedures,

C. Marketing Improvement

. The general business manager, with technical assistance from a consultant,
will develop a market and sales strategy that will reduce or eliminate the
need for intermediaries between MAGFACOS, and major domestic buyers
and retailers of ginger.

2. MAGFACOS will purchase and package its produce in branded bags to
distinguish its products from those of other sellers on the market.

3. MAGFACOS will develop and maintain a website to disseminate more
information and reach more potential buyers.

VIlL. Roles and Responsibilities of the Parties

The staff and management of MAGFACOS are responsible for the management and the proper
implementation of the Project. Diamond Development Initiatives (DDI), ADF’s partner in
Nigeria, will provide training in the areas of standard ADF bookkeeping, monitoring and
assessment. DDI will also provide technical assistance and management assistance during
implementation.

IX. Monitoring and Evaluation

ADF’s Partner in Nigeria will closely monitor the activities of MAGFACOS to ensure proper
reporting, adherence to the Project implementation plan by the Cooperative and movement
towards the achievement of Project objectives. The Partner will continuously assess risks and
take remedial actions as needed. Monitoring by the Partner will be an important aspect of the on-
going coaching and advisory service. The Partner will review ADI’s quarterly reports and will
submit comments and observations to the management of MAGFACOS as part of the on-going
performance assessment.
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