APPENDIX A

PROJECT DESCRIPTION
WACODA Productivity Enhancement
TUGANDA
L 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.

1L Background

Wambabya Community Development Cooperative Society Limited (WACODA) is a registered
smallholder rice farmet cooperative located in Kidoma village, Kiziranfumbi Sub-County, Hoima
District, Western Uganda. Currently there is an unmet demand for rice in Uganda. WACODA is
unable to fully exploit this opportunity due to limited storage facilities, inadequate production
equipment and systems and ineffective management and financial capacity.

1L Funding
A. ADF Contribution

The financial plan for ADF’s contribution is set forth in Appendix A-1 of this
Agreement. The parties may make changes to the financial plan without formal
amendment, if such changes are made in accordance with Article 8 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. WACODA Contribution

WACODA will contribute its assets towards the implementation of the Project and the
time, skills and labor of its existing members and part time workers including the walking
tractor technicians. The Cooperative will continue to pay its own annual operational
costs not covered by ADF such as salaries and wages, rent, storage costs, water and
electricity costs, It will also contribute the land on which the proposed store will be
constructed. WACODA will cover the cost of renting two additional stores that will act
as collection centers. In addition, WACODA will cover the full gross salaries for the
project manager/marketing officer, bookkeeper, storekeeper and the two (2) extension
officers starting twelve (12) months after the initial dates of hire.

v, Project Goal

The goal of this Project is to promote the development of small scale agricultural enterprises and
improve the economic welfare of farmers in Uganda.

ADF yi WACODA ‘Z! lf Page 1 of 5 Grant Agreement No. 2007-UGA



APPENDIX A

V. Project Purpose

The purpose of this Project is to increase the income of WACODA’s farmer-members and its
employees as evidenced by the following.

A. WACODA’s total annual adjusted income (before taxes and depreciation) increases
from a baseline of UGX 18,700,000 in 2008 to:
1. UGX 80,700,000 in Project Year 1;
2. UGX 123,100,000 in Project Year 2; and
3. UGX 188,100,000 in Project Year 3.

B. Value of raw materials supplied by farmers increases from a baseline of UGX
306,000,000 in 2008 to:
1. UGX 382,500,000 in Project Year 1;
2. UGX 525,100,000 in Project Year 2; and
3. UGX 744,600,000 in Project Year 3.

C. WACODA’s payroll increases from a baseline of UGX 1,000,000 in 2008 to:
1. UGX 14,400,000 in Project Year 1;
2. UGX 15,700,000 in Project Year 2; and
3. UGX 17,300,000 in Project Year 3.

Vi Project Outputs

By the end of the Project, the capacity of WACODA and its members to grow and sell upland
rice will increase as evidenced by:

A. Total annual sales revenues increase from a baseline of UGX 344,200,000 in 2008 to:
1. UGX 497,200,000 in Project Year 1;
2. UGX 682,700,000 in Project Year 2; and
3. UGX 968,000,000 in Project Year 3.

B. Total annual volume of paddy rice sold increases from a baseline of 383 tons in 2008
and Project Year 1 to:

1. 479 tons in Project Year 2; and
2. 619 tons in Project Year 3.

C. Total number of rice-growing farmer-members increases. from a baseline of 255 in
2008 and Project Year | to:
1. 272 in Project Year 2; and
2. 298 in Project Year 3.

D. WACODA management and financial capacity improves as evidenced by:
1. WACODA has automated financial management and accounting systems that
meet ADF requirements and it routinely produces financial statements, reports

and documents, which the Board of Directors and management team use in
decision making;
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2. the number of management and technical staff employed by WACODA increases
from the current baseline of one (1) in 2008 to six (6) from Project Year 1 to the
end of the Project; and

3. WACODA has monitoring and evaluation systems and tools to support its
program activities in place. WACODA collects, collates and processes data on
its economic activities and uses these systems and tools to ensure (a) data on the
progress of individual members are collected regularly; (b) these data are
consistently processed and evaluated; (c) possible economic challenges are
identified at early stages; and (d) remedial activities are proposed and approved
in a participatory manner and applied by all parlicipating members,

VII.  Project Activities
WACODA will implement the following major activities.
A. Technical and Production Capacity Activities

1. Hiring a project manager/marketing officer that will coordinate and supervise all
activities and services and implement marketing strategies;

2. hiring two field extension officers and providing them with motorcycle
transportation to facilitate coordination of activities and to provide more frequent
assistance to farmers;

3. supplying farmer members with high yielding NERICA 4 rice varieties through
the mechanisin of a revolving seed fund;

4. purchasing for hiring out to farmers six walking tractors and accessories to help
farmer members in land preparation;

5. conducting training in the operation and maintenance of the walking tractors; and

6. conducting training for farmers in good agricultural practices.

B. Bulking and Marketing Capacity Activities

1. Constructing a storage facility of sufficient size to hold between 400 to 500 tons
of rice to allow WACODA to bulk large quantities of milled rice before selling it
to obtain better sales prices for its members;

2. purchasing a weighing scale and tarpaulins;

hiring a storekeeper to oversee the management of the new storage facility and

bulking operations;

4. providing funds for truck transport of paddy rice from collection centers to the
central storage facility;

5. establishing a crop finance fund that will enable WACODA to buy a significant
quantity of its farmer-members’ produce on a cash basis; and

6. conducting a marketing campaign via the FM radio stations to increase
awareness of WACODA’s produce and to take advantage of opportunities to
expand its sales in local markets.

(V)

C. Management Capacity Activities

1. Procuring and installing computer, printer and internet facilities and other office
equipment to aid in information management and decision making by board
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members and management;

2. procuring and installing a solar system to provide power to the computers and for
security lighting;

3. conducting training on standard ADF participatory monitoring and evaluation
techniques; and _

4. conducting training of cooperative members and management committee
members in cooperative management and governance issues such as group
cohesion and dynamics and farming as a business.

D. Financial Management Capacity Activities

—_

Hiring a bookkeeper to manage and report on WACODA’s finances;

2. conducting training in standard ADF accounting practices such as consolidated
accounting including computerization and accounting techniques required for
accrual based accounting;

3. improving the existing manual accounting system to acceptable levels that
provide timely and accurate financial information for decision making;

4. developing and implementing an accounting policies and procedures manual;

5. demonstrating the ability to satisfy ADF financial and accounting requirements;
and

6. undertaking an external audit at the end of the financial year ending December

31, 2009.

VHI. Roles and Responsibilities

ADF’s Partner in Uganda will provide the necessary Standard ADF Training in bookkeeping,
monitoring and assessment. WACODA is responsible for ensuring the proper management and
implementation of the Grant Agreement. The ADF Partner in Uganda will provide WACODA
with technical and management assistance during implementation.

IX. Meonitoring and Evaluation

ADF’s Partner in Uganda will closely monitor the activities of WACODA to ensure proper
reporting, adherence to the Project implementation plan and movement towards the achievement
of Project objectives. The Partner will continuously asses the Project risk 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 WACODA s quarterly reports and will
submit comments and observations to the management of WACODA as part of the on-going
performance assessment.

X. Other Implementation Issues

Having changed its legal status from a community based organization to a cooperative,
WACODA will need to realign its management and governance systems to comply with the
statutory cooperative requirements as laid out in the Cooperative Act. Such requirements include
holding monthly management meetings and an Annual Meeting, keeping accurate books of
accounts, having its books of accounts audited by the government district commercial officer
annually, and paying dividends fairly and to all shareholders at the end of each year.
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ADF’s financial assessment tool will be administered by the end of the first year of the Project.

Funds have been included in the budget for 300 tarpaulins to be distributed to the farmers at a
market price of UGX 40,000 per tarpaulin. The equivalent will be recovered from the farmers
after six months (at harvesting time) in the form of rice paddy.

In order to increase its own extension services to farmers as well as coordinate and monitor

farmer activities, WACODA will continue working with National Agricultural Advisory Services
(NAADS).
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V. Project Purpose

The purpose of this Project is to increase the income of WACODA’s farmer-members and its
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2. the number of management and technical staff employed by WACODA increases
from the current baseline of one (1) in 2008 to six (6) from Project Year 1 to the
end of the Project; and

3. WACODA has monitoring and evaluation systems and tools to support its
program activities in place. WACODA collects, collates and processes data on
its economic activities and uses these systems and tools to ensure (a) data on the
progress of individual members are collected regularly; (b) these data are
consistently processed and evaluated; (c) possible economic challenges are
identified at early stages; and (d) remedial activities are proposed and approved
in a participatory manner and applied by all participating members.

VII. Project Activities
WACODA will implement the following major activities.
A. Technical and Production Capacity Activities

1. Hiring a project manager/marketing officer that will coordinate and supervise all
activities and services and implement marketing strategies;

2. hiring two field extension officers and providing them with motorcycle
transportation to facilitate coordination of activities and to provide more frequent
assistance to farmers;

3. supplying farmer members with high yielding NERICA 4 rice varieties through
the mechanism of a revolving seed fund,;

4. purchasing for hiring out to farmers six walking tractors and accessories to help

farmer members in land preparation;

conducting training in the operation and maintenance of the walking tractors; and

6. conducting training for farmers in good agricultural practices.

w

B. Bulking and Marketing Capacity Activities

1. Constructing a storage facility of sufficient size to hold between 400 to 500 tons

of rice to allow WACODA to bulk large quantities of milled rice before selling it

to obtain better sales prices for its members;

purchasing a weighing scale and tarpaulins;

hiring a storekeeper to oversee the management of the new storage facility and

bulking operations;

4. providing funds for truck transport of paddy rice from collection centers to the
central storage facility;

5. establishing a crop finance fund that will enable WACODA to buy a significant
quantity of its farmer-members’ produce on a cash basis; and

6. conducting a marketing campaign via the FM radio stations to increase
awareness of WACODA'’s produce and to take advantage of opportunities to
expand its sales in local markets. '

W N

C. Management Capacity Activities

1. Procuring and installing computer, printer and internet facilities and other office
equipment to aid in information management and decision making by board
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members and management;

2. procuring and installing a solar system to provide power to the computers and for
security lighting;

3. conducting training on standard ADF participatory monitoring and evaluation
techniques; and

4. conducting training of cooperative members and management committee
members in cooperative management and governance issues such as group
cohesion and dynamics and farming as a business.

D. Financial Management Capacity Activities

—

Hiring a bookkeeper to manage and report on WACODAs finances;

2. conducting training in standard ADF accounting practices such as consolidated
accounting including computerization and accounting techniques required for
accrual based accounting;

3. improving the existing manual accounting system to acceptable levels that
provide timely and accurate financial information for decision making;

4. developing and implementing an accounting policies and procedures manual;

5. demonstrating the ability to satisfy ADF financial and accounting requirements;
and

6. undertaking an external audit at the end of the financial year ending December
31, 2009.

VIII. Roles and Responsibilities

ADF’s Partner in Uganda will provide the necessary Standard ADF Training in bookkeeping,
monitoring and assessment. WACODA is responsible for ensuring the proper management and
implementation of the Grant Agreement. The ADF Partner in Uganda will providle WACODA
with technical and management assistance during implementation.

IX. Monitoring and Evaluation

ADF’s Partner in Uganda will closely monitor the activities of WACODA to ensure proper
reporting, adherence to the Project implementation plan and movement towards the achievement
of Project objectives. The Partner will continuously asses the Project risk 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 WACODA’s quarterly reports and will
submit comments and observations to the management of WACODA as part of the on-going
performance assessment.

X. Other Implementation Issues

Having changed its legal status from a community based organization to a cooperative,
WACODA will need to realign its management and governance systems to comply with the
statutory cooperative requirements as laid out in the Cooperative Act. Such requirements include
holding monthly management meetings and an Annual Meeting, keeping accurate books of
accounts, having its books of accounts audited by the government district commercial officer
annually, and paying dividends fairly and to all shareholders at the end of each year.
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ADF’s financial assessment tool will be administered by the end of the first year of the Project.

Funds have been included in the budget for 300 tarpaulins to be distributed to the farmers at a
market price of UGX 40,000 per tarpaulin. The equivalent will be recovered from the farmers
after six months (at harvesting time) in the form of rice paddy.

In order to increase its own extension services to farmers as well as coordinate and monitor

farmer activities, WACODA will continue working with National Agricultural Advisory Services
(NAADS).
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