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Negotiated financing agreement: “Dairy Modernisation
and Market Access Programme (DIMMA)”’

(Negotiations concluded on 31 October 2018)

IFAD Loan No.:

Project Title: Dairy Modernisation and Market Access Programme (DiMMA)

Georgia (the “Borrower™)

and

The International Fund for Agricultural Development (the “Fund” or “IFAD”)

(each a “Party” and all of them collectively the “Parties™)

hereby agree as follows:

Section A

1. The following documents collectively form this Agreement: this document, the
Project Description and Implementation Arrangements (Schedule 1) and the Allocation
Table (Schedule 2).

2. The Fund’s General Conditions for Agricultural Development Financing dated
29 April 2009, as amended April 2014 and as may be amended hereafter from time to
time (the “General Conditions™) are annexed to this Agreement, and all provisions thereof
shall apply to this Agreement. For the purposes of this Agreement the terms defined in
the General Conditions shall have the meanings set forth therein.

3. The Fund shall provide a Loan to the Borrower (the “Financing”), which the
Borrower shall use to implement the Project in accordance with the terms and conditions
of this Agreement.

Section B

1. The amount of the Loan is Euro sixteen million (EUR 16 000 000).

2. The Loan is granted on ordinary terms and shall be subject to interest on the
principal amount outstanding of the Loan at a rate equal to the IFAD Reference Interest
Rate, payable semi-annually in the Loan Service Payment Currency, and have a maturity
period of eighteen (18) years, including a grace period of three (3) years, starting from
the date as of which the Fund has determined that all general conditions precedent to
withdrawal have been fulfilled.

3. The Loan Service Payment Currency shall be the Euro.

4. The first day of the applicable Fiscal Year shall be 1 January.

5. Principal, interest and service charge shall be payable on each 15 May and
15 November.
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6. The Borrower shall provide counterpart financing of approximately EUR three
million three hundred forty thousand (EUR 3 340 000) (21% of the Loan amount), to
cover the taxes and duties as well as the provision of office facilities.

Section C

1. The Lead Project Agency shall be the Ministry of Environmental Protection and
Agriculture of Georgia (MEPA).

2. The additional Project Party shall be the Agriculture Projects Management Agency
(APMA) or its successor.

3. The Project Completion Date shall be the sixth anniversary of the date of entry into
force of this Agreement.

Section D
The Loan shall be administered and the Project supervised by the Fund.
Section E

1. The procurement of goods, works and services financed by the Financing shall be
carried out in accordance with the provisions of IFAD’s Procurement Guidelines.

2. This Agreement is subject to ratification by the Borrower and shall enter into force on the date
the Fund receives an instrument of ratification.

3. The following are the designated representatives and addresses to be used for any
communication related to this Agreement:

For the Borrower:

The Ministry of Finance
16, Vakhatang Gorgasali Street
00114, Tblisi, Georgia

For the Fund:

International Fund for
Agricultural Development
Via Paolo di Dono 44
00142 Rome

Italy
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This Agreement has been prepared in the English language in two (2) original copies, one
(1) for the Fund and one (1) for the Borrower.

GEORGIA

(name)
Minister of Finance

Date:

INTERNATIONAL FUND FOR
AGRICULTURAL DEVELOPMENT

(name)
President

Date:
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Schedule 1
Project Description and Implementation Arrangements
l. Project Description

1.1. Target Population. The Project’s benefits will be mainly directed to: (i) smallholder
dairy producers linked to project-supported dairy value chains and pasture users’
associations (PUAs); (ii) farm-level service providers managing the supply of inputs and
services to the smallholder dairy producers; and (iii) dairy aggregators (dairy-processing
enterprises), which will form market linkages to the dairy producers. Within each of these
categories, the project will have a special focus on the inclusion of women and youth.

1.2. Project Area. The Project will start to be implemented in the three contiguous
regions of Imereti, Samegrelo-Zemo Svaneti and Samtskhe-Javakheti (“Project Area”).
During implementation and by the Mid Term Review it will be decided on whether to
expand the Project Area to other regions.

1.3. Goal. The Project’s goal is rural economic development and poverty reduction by
contributing to modernization and emergence of a competitive, diversified, resilient and
sustainable dairy industry.

1.4. Objectives. The development objective is to enhance the livelihoods and resilience
of smallholder dairy producers, especially in mountain areas, and improve the
management of the natural resources on which they depend.

1.5 Activities/components. The Project has two principal and inter-related technical
components (1) Dairy VC Development, and (2) Institutional and Organisational
Development.

Component 1: Dairy Value Chain Development

The expected outcomes are: (1.1) dairy VC innovations and capacities developed; and
(1.2) milk production, milk safety, marketing and profitability of target households
improved through 4-Ps model (Public — Private — Producers Partnership Model). This
component has two mutually reinforcing sub-components (SC): (i) SC1 - Demand driven
demonstration of dairy production and business models; and (ii) SC2 - Strengthening
stakeholder linkages to dairy VCs.

Sub-component 1.1. Demand driven demonstrations of dairy production & business
models. This sub-component will assist dairy aggregators to expand the outreach of their
milk collection and dairy product supply chains to the programme communities. Profitable
linkages between the aggregators and target households will be initiated based on the
4Ps approach. Some of the progressive dairy producers who are linked to the
aggregators will carry out on-farm demonstration of innovative dairy production
technologies and business models. The market vulnerable producers in the Project area
will be exposed to these demonstrations, trained and prepared to adopt the improved
production models and start profitable partnerships with the aggregators.

Sub-component 1.2. Strengthening stakeholder linkages to the dairy value chains. This
sub-component will focus on the adoption of innovative technologies and business
models promoted by the Project. Seed capital financing will be extended to assist them to
adopt these improved models and partner in the dairy VCs. In order to improve the
productivity of pastures and the profitability of the producers who depend on pasture
grazing, PUAs will receive grants to adopt pasture improvement measures.
Simultaneously, in order to reduce grazing pressure on pastures, non-extractive
livelihood activities will be supported in pastoral communities.
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Component 2: Institutional and organisational development

The expected outcomes of this component are: (i) dialogue between dairy sector
stakeholders; (ii) active and sustainable FOs engaged in policy dialogue. This component
has two sub-components (i) Community mobilisation and stakeholder organisation; and
(ii) Policy dialogue.

Sub-component 2.1. Community mobilisation and stakeholder organisation. The Project
will deploy up to 30 field facilitators - depending on the phase of implementation - who
will collaborate with local government bodies (both technical agricultural and veterinary
as well as administrative staff) and local level opinion leaders and resource persons to
mobilise communities. They will start their work by identifying existing organising
practices and patterns of collaboration among community members, related by family
ties and otherwise. The core idea of community mobilisation will be to build on these in
order to strengthen stakeholder networks, gradually over time, and to directly and
indirectly contact as many potential programme beneficiaries as possible.

Sub-component 2.2. Policy dialogue . The programme will support the MEPA to establish
a National dairy policy dialogue forum which will be convened by MEPA and supported
and serviced by the programme. The forum will gather representatives of Government,
producers, Georgian Farmers’ Association, national level service providers, processors,
research institutions, NGOs, donors and regional stakeholder platforms. The National
forum will establish strong linkages to the regional stakeholder platforms which will have
the key role of identifying the critical policy issues to be addressed through the national
platform. The Dairy Forum would be established in the second year. DiIMMA will support
the cost of meetings and the participation of stakeholders from the programme area.

Il. Implementation Arrangements

2.1 Implementing structure. The project’s implementation structure will comprise the
PMU in Tbilisi, a regional office (RO) in Kutaisi and three local coordination offices (LCOs),
one in each region. The RO, headed by a Regional Coordinator, will provide technical
backstopping and implementation support to the LCOs in each region. The LCOs, each
headed by a Field Coordinator, will implement project activities in each region. A
Programme Implementation Manual (PIM) will be prepared as part of the start-up
activities, to guide the programme team on planning, implementation and monitoring of
activities, the procurement of technical assistance and services, and the programme
investments. The PIM should be prepared immediately after the entry into force of the
Financing Agreement and shared with IFAD for No Objection.

2.2 Implementation partnership with international NGOs. To ensure timely availability
and technical excellence of the services delivered by these service providers, the Lead
Project Agency and IFAD will explore the partnership between the Project with an
international NGO which will be invited to co-finance these services wherever relevant.
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Schedule 2

1. Allocation of Loan Proceeds. The Table below sets forth the Categories of Eligible Expenditures
to be financed by the Loan and the allocation of the amounts to each Category of the Financing and the
percentages of expenditures for items to be financed in each Category:

Percentage of
Expenditures (all net

IFAD Loan
Categor (Expressed in OIf TEPES ENe
gory P Government and
Euro) .
Beneficiaries
contributions)
1. Equipment and Goods 732 500 100%
2. Consultancies 564 000 100%
3. Training 347 000 100%
4. Grants 10 580 500 100%
5. Salaries and allowances 406 000 100%
6. Operating Costs 170 000 100%
Unallocated 3 200 000
Total 16 000 000




Logical framework

Results Indicators Means of Verification Assumptions
Hierarchy Name Unit Baseline | Mid- End Source Frequency Responsibi
Term Target lity
Outreach Number of persons receiving services Men 0 1,953 3,370 | M&E system Semi- M&E officer
promoted or supported by the project (Core | Women 0 1,953 3,370 annually
indicator outreach 1)1 Young 0 2,105 3,518
Non- 0 1,801 3,222
young
Goal: Contribute towards the increase in national % 530 million - 10% GEOstat Baseline and | PMU = Political stability
. targets of milk production in Georgia ton/ year Baseline and | completion = Marco-economic
Rural economic development and —— ; e .
poverty reduction by coF:mibuting Number of households experiencing | Number 0 - 3,514 | completion conditions remain
to the modernization and economic mobility (IFAD impact assessment surveys stable or improve
emergence of a competitive, indicator) * Major milk processors
diversified, resilient and maintain local sourcing
sustainable dairy industry policy on milk produce
Development Objective: Percentage increase in average monthly % TBD? - 30%
Enhance the livelihoods and income of supported dairy smallholders over
resilience of smallholder dairy baseline
producers, especially in
mountainous areas, and improve
the management of the natural
resources
Outcome 1 Increase in volume of processed milk in milk Litres/ TBD® 50% 100% | Enterprise Baseline and | PMU/ M&E | = Lijvestock epidemic
ik producti ¢ Keti collection centres/ processing enterprises day records annually officer disease (R)
Mi pro_uct_u_)n, safety, marketing Percentage reduction in volumes of milk % 0 10% 30% Annual Annually M&E officer | = Vvarious dai value
and profitability of target - : : i
housF:ahol . im);rove dg rejected by milk collection centers outcome chain  actors  are
i _ Survey willing to participate in
Number of new jobs created (core indicator | Number 0 129 370 Enterprise Annually PMU/M&E the project
2.2.1) records officer . .
= Dairy value chain
— - - actors are willing to
Output 1.1 Value chain actors | Number of persons trained in production -II;/IO;? 8 Sé%%O ?ggg :;’agf:'tgg i:-‘mé” l(\ZAfrE %ﬁ;:grf]; invest in development
capacitated practices and/or technologies (core indicator —v - 0 900 1:500 P y officepr gfartjf;% i;‘;’:\;m production
1.14)

Youth 0 1.800 ) 3,000 = Availability of qualified
service providers for
group facilitation,

Number of persons trained in income-| Total 0 1,790 | 3,820 | Training Semi- M&E officer training and extension
generating activities or business Men 0 448 955 reports annually Component activities
management (core indicator 2.1.2) Women 0 448 955 officer

! The total number of targeted households is 6740 on the assumption that there will only one beneficiary per household as per the economic and financial analysis
2 Baseline figures to be updated based on the baseline survey.
% Baseline figures to be updated based on the baseline survey. The estimated capacity of the supported processing units/ milk collection centers is 121,300 litres/day. The current volume of
processed milk will be estimated during the baseline survey
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Results Indicators Means of Verification Assumptions
Hierarchy Name Unit Baseline | Mid- End Source Frequency Responsibi
Term Target lity
Youth 0 895 1,910
Output 1.2 Number of persons benefiting from seed Total 0 2,420 4,470 | APMA reports | Semi- M&E officer
] ) . ) capital financing Men 0 605 2,235 annually Component
tsh?ggg r(1:<'713;)\|/t€1:||:flnancmg provided Women 0 505 2.235 officer
Youth 0 1,210 2,360
Output 1.3 Number of hectares of land brought under ha 0 9,500 | Component Semi- M&E officer
climate-resilient management (core indicator reports annually Component
Pasture lands developed 3.1.4) officer
Output 1.4 Number of kilometres of roads constructed, KM 0 300 300 construction Semi- M&E officer
) . rehabilitated, or upgraded (core indicator contracts/ annually Component
Marketing infrastructure 2.1.5) progress officer
developed reports
Outcome 2 Number of existing/new regulations, policies, | Number 0 1 2 MSP Annually KM officer = |nterest and motivation
) o or strategies supportin asture roposals amon communit
Sustainable institutional and managementgand growtﬁpof da?iry surk))sector Prop membgers Y
organizational development proposed to policymakers for approval, = PUAs
ratification, or amendment (Core indicator
policy 3)
Output 2.1. local dairy initiative Number of groups supported to sustainably PUA 0 76 76 PUA meetings | Annually M&E officer
clusters and platforms and manage natural resources and climate- Component
farmer groups related risks (core indicator 3.1.1) officer
developed/strengthened Number of members in groups supported to Total 0 3,800 3,800
sustainably manage natural resources and Men 0 950 2,660
climate- related risks Women 0 950 1,140
Youth 0 1,900 1,900
Output 2.2. Dialogue between Number of functioning _mplti-stakeholder MSP 0 3 3 M&E system Semi- M&E officer
dairy sector stakeholders platforms supported (Core indicator policy 2) MSPs annually Component
meetings officer

strengthened.
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