APPENDIX A

PROJECT DESCRIPTION
Zogbodomey Corn and Soybean Warrantage Project

Benin

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.

1. Background

L’Union Communale des Producteurs de Zogbodomey (UCPZ) was founded in 1996 to promote the
development of profitable agricultural production through provision of production inputs, marketing
services and technical assistance. The Union’s 800 member farmers currently earn little from corn and
soybean cultivation, as their need for cash at harvest time obliges them to sell when prices are low.

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 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. Grantee Contribution

The Union will contribute a venue where training sessions will be conducted and unskilled
labor for construction of the warehouse.

V. Project Goal

The goal of the Project is to improve the standard of living of farmers and their families in
Zoghodomey, Benin.

V. Project Purpose

The purpose of the Project is to increase the net incomes of member farmers from corn and soybean
sales by:

A. CFA 4,164,000 in Year 1;

B. CFA 5,756,000 in Year 2; and
C. CFA 6,908,000 in Year 3.
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VI. Outputs

A.

The amount of corn and soybeans stored under the warrantage program will increase
from a baseline of zero to:

1. 120 tons of maize and 70 tons of soybeans in Year 1;
2. 150 tons of maize and 87 tons of soybeans in Year 2; and
3. 187 tons of maize and 108 tons of soybeans in Year 3.

The difference in value of the maize and soybeans at time of sale will increase by the
following amounts:

1. CFA 10,500,000 in Year 1;
2. CFA 15,600,000 in Year 2; and
3. CFA 19,425,000 in Year 3.

The number of farmers participating in the project will increase from a baseline of
zero to:

1. 500 in Year 1;
2. 600 in Year 2; and
3. 720 in Year 3.

VII.  Activities

The Union will establish a warrantage program to provide its members with the opportunity to store
their corn and soybeans at harvest time until prices rise, using the stored crops as collateral for loans
from a local savings and loan institution to address farmers’ immediate cash needs.

A

Warehouse Construction

The Union will hire a qualified contractor to construct a storage warehouse capable of storing
at least 500 tons of maize and/or soybeans, with two offices, bathrooms, and meeting
facilities, so that is able to properly store and preserve the quality of the grain. UCP Ouidah
members will provide unskilled labor when needed during construction.

B.

Training and Technical Assistance

The Union will hire specialized consultants to conduct a series of training sessions designed to
improve the professionalism of members’ farming activities. The sessions will cover the
following topics:

1. ADF procedures.  This session will provide representatives of UCPZ,
technical personnel, and personnel from the savings and loan institution with
basic requirements for management and administration of the ADF grant.

2. Technical training. A Training of Trainers (TOT) session will provide 16
technical trainers working with UCPZ with technical skills and knowledge for
harvest, drying, storage, monitoring, packaging, and grading of maize and
soybeans. These trainers will then provide advice to farmers interested in
participation in the warrantage program to ensure that their produce meets all
necessary quality control standards. The technical trainers will organize
training sessions with all participating farmers to provide the farmers with
information on the warrantage program, conditions for participation, and
technical requirements for grain storage.
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3. Financial management training. Members of the Board of Directors, Audit
Committee, and the accounting secretary will receive training on financial
administration and internal contrals. The consultant will also update the
Union’s written financial and administrative procedures to reflect any changes
in their procedures and policies.

4, Contract negotiation training. Twelve delegates from UCPZ and three
management team members will be provided training in contract negotiation
and management techniques.

5. Exchange visit. The Union will organize an exchange visit by two Union
members and a representative from the savings and loan institution providing
the warrantage loans with other well established warrantage programs in the
subregion.

C. Warrantage

UCPZ will assist interested members to access loans from a local development bank, the
Caisse Locale de Crédit Agricole Mutuel (CLCAM) that is secured by corn or soybeans stored
at the UCPZ headquarters. Farmers who register for the program will deliver corn with a
value based on the prevailing market price in the Zogbodome market equal to 1.25 times the
loan amount that they receive. Written receipts for the weight and value of the grain will be
delivered to each of the three parties — farmer, CLCAM, and UCPZ. The corn and soybeans
will be locked in a manner that the warehouse may only be opened in the presence of a
member of the Union, a member of the CLCAM, and a third party to ensure that stocks are not
removed without authorization.

Members with grain in storage may remove their grain at any time during the four month upon
payment of the principal and interest owed to the CLCAM and UCPZ. They may also
authorize UCPZ to sell their maize on their behalf when corn or soybean prices reach a
threshold price agreed upon in advance, or at any time during the final month of the loan
period. If the Union sells the grain on behalf of its members, the Union will make the
repayment of funds owed to the CLCAM, deduct its fees, and remit the balance to the member
farmers. The fees charged by UCPZ will initally be set at twenty percent of the difference
between the final sale price of the grain and the value of the loan initially provided for the
grain. This fee may be changed by mutual agreement between UCPZ and its members after
each cycle of operations based on the results of the operation.

ADF will provide UCPZ with up to CFA 15 million during the first year of operation to set up
a bank account to guarantee loans for members that it recommends to the CLCAM for
financing. The Union and CLCAM have entered into an agreement that CLCAM will provide
total loans of three times the amount of the deposit provided by the Union to those
recommended members that meet the CLCAM’s own underwriting criteria at interest rates of
two percent per month four up to four months. Average loan size will be approximately CFA
50,000. The guarantee fund will serve to cover one hundred percent of any defaults in
payments by Union members up to the maximum amount of the deposit. Any amount of the
guarantee fund not disbursed in the first year may be made available to the Union in
subsequent years if warranted by farmer demand and repayment performance.

UCPZ will hire a storage specialist to monitor the grain on at least a weekly basis during the
storage period to ensure that it adequatedly protected against insects, moisture, mold, rodents,
or other factors affecting grain quality.
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At the end of the repayment period for each round of warrantage loans, UCPZ, CLCAM, and
ADF will assess the performance of the program to determine whether to continue the
program and if so, what level of deposit may be required of the Union to provide additional
members with access to the CLCAM facility. If the Union decides not to continue with the
CLCAM loan guarantee fund, the unused funds will be used by the Union to establish an
agricultural input and marketing fund or to make another capital investment that is approved
by ADF. Upon expiration of the Grant, any unused funds in the loan guarantee fund will be
used either to continue the CLCAM loan guarantee fund or to increase the Union’s
agricultural input and marketing fund after full repayment of all loans outstanding granted
through the loan guarantee fund.

VIIl. Roles and Responsibilities of the Parties

The Union has primary responsibility for ensuring that the Project’s activities are properly
implemented. Within the organization, the Board of Directors will be the highest decision-making
body, subject to review by the General Assembly. Day-to-day management of Project activities will
be carried out by the Management Committee. ADF Partner staff in Benin will provide technical
support and guidance.

IX. Monitoring and Evaluation

Within sixty days of the effective date of this Agreement, the Grantee, working with ADF Benin
Partner staff, will form a monitoring and assessment committee composed of a representative cross-
section of the Grantee organization. The committee will provide the Partner with input for the
Project monitoring plan. In addition, during implementation the committee will be responsible for
ensuring that the Project follows the implementation plan and that problems identified through
monitoring and evaluation are adequately addressed in a timely manner.
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