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1. Update on Program Progress

The Clinton Health Access Initiative {CHAI) and the Goverament of Ethiopia made substantial progress
on the initial phases of the Nutrition Initiative in Ethiopia during the first half of 2014, A series of
meetings between key government agencies and the consortium of international investors resulted in
the signing of a term sheet between the Federal Ministry of Agriculture ( behalf of the
Gavernment of Ethlopia, and DEM, on behalf of the investors. The agreement ays the groundwork for

38(2
The Boards of DSM, the International Finance Corporation (IFC), and
offitially voted and agreed to fund the first phase of factories in WIENdR 1opia apdy
international holding corporation {"HoldCo”} that will ) oP-in
ventures. The financial and legal negotiations to determi? @ HoldCo are
in the final stages. DSM 2nd[™ " have a dedicated &gl vss-giengineering the

factory design, conducting environmental impa
construction site has been selected in Rwand

g\corfractors. The factory
-dite selection for the first

ness cases. The agreement calls for WEP to purchase the

attractive deal for the WFP
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By purchasing In Africs,

nd fulfill thelr organizational commitment to procure lecally, thus boosting

#'both s @ae
. c' ¢ term development of smallholder farmers.

nent’of Ethiopia will be a investor in th/e/éctory along with the majority
3 oldCo. Each factory will require approximately US §  million of investment {Including
Grking capital), of whith roughlyls9(2)(b)({ii) . The debt is being organized by the
€. DSM and pre working out the final arrangements of their equity share in HoldCo, and the (FC

& ©will ke a minor equity stakeholder. CHAI, in collaboration with the Government of Ethiopia, is finalizing

the decision of including a [ocal private company to be part of the joint venture.

The term sheet describes the agreements reached between HoldCo, represented by DSM, and the
Government of Ethiopia, representad by the agreed terms include:
5 b){ii
* The Government of Ethiopia has committed to purchase T of complementary food
annually from each of the first two factories for at least five vears,

. of the profits above

that level will go to the Government to help subsidize purchase of the food for the poorest
Ethiopian children and mothers. A portion of that profit-sharing to the Government will be
allocated to improving the distribution systems necessary to distribute the food to the rural
populations,




. Government to serve the rural
populatlon.%'SQ(Z){b)(ii)]

sS{(2)(b)(ii The Government will distribute the

product (for free ta poor people and selling it to others) through their community health worker
systems and will conduct public health campalgns to promote breast feeding in the first six
months of life and continued breast feeding complemented by this nutritious food from six
months to two years of age.

* The company has agreed to form contractual arrangements with unions of coop es for the
procurement of local maize and soybezns at the required quantity and @ cessing

fortified biended foeds.[s9(2) (b)(ii)

59t2>tbi§n>

t
event that the cooperatives are unable to produce at the agres antity and quality favels>the
company will be able to either purchasels9(2) (b) (i)

s9(2 i E b ;E ii ﬂor procure inputs from outside Ethiopi
With the groundwork laid for the launch of the Jgi thiopigthe will focus over
the coming months on putting In place the ion ang-d o lans, monitoring and
evaluation systems, and agricultural strength e Nutrition Initiative moves
forward successfully.




2. Update an Agricultural Strengthening Activities

During the first half of 2014, the CHAI team worked 10 set up the agricultural program which will provide
high-quality maize and soybeans to the new factory {“NewCo”). Major milestones include: -

) Target geographies and partner cooperatives in F have been selected with the
guidance of the Regional Agriculture Bureau and {ffe Cooperative Promotion Agency;

® Baseline data have been collected and analyzed; _

. An assessment has been completed of potential intermediary institutions for revolving

loan fund, and a draft financial model has been designed to reduce defaul ensure
eifective delivery of the loans; and
. Agricultural input needs and input sources have been identified iz& arad Soyb

meet NewCo crop demand.

— In support of the above activities, CHAl has developed a working
( and financing needs relative to NewCo procurement volu

development; and
ser manuals will allow for

. {Al plans to conduct further assessments of the
s thelr Interest and suitability to participate in the project,
aseline survey within a sample of the partner cooperatives,
seholds, 14 primary cooperatives and three unjons, The main
The baseline survey findings highlighted the challenges faced by many
g financing and agricultural inputs,

Y REe on all agricultural activities. An official Memorandum of Understanding {MOU} is
evelopment with these government organizatlons to ensure complementarity and alignment

% @ h eXfsting initiatives,
- Cooperative Strengthening
Unlon selection process: To meet the anticipated crop quantity and quality requirements of NewCo,
CHAI and partners agreed to select geographic areas that ara agro-ecologically suitable for maize and
soybean production, and have favorable characteristics for value chain development, such as
accessibility and proximity to Infrastructure. The partner unions were carefully selected from among
available unions using the aiteria outlined below, After vetting potential unions, CHAI and partners

selected a total of 11 unions, nine core partner unions and two additional “reserve” unions, which have
the capacity to sign forward contracts with NewCo.

The selection process involved multiple factors, with consideration given to the unions' previous
performance and future potential as a reliable aggregator and seller of these crops. NewCo will sign
forward contracts with a subset of the unions In advance of each agricultural season, according to their
crop procurement needs.
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Criteria for partner union selection:

i) Geographic sreas suitable for maize and sovbean: The targeted districts are within a
geographic area identified as productive for maize and soybean by the regional government
and other actors.

ii) Quantity: The unions are able to supply large quantities of raw materizls sourced from
member farmers.

ifi} Previous business experience: The unions have had experience with forward contracts in the
past two years.

iv) Low default rate: The unions have demonstrated the capacity to repay loans

v} Infrastructure facilities: The unions are in reasonable proximity to roads, t K etc.

QRES,

vi} Concentration of partner unjons: Most of the unjons are located in f‘x allowi
for cast-effective service delivery and program monitoring. - \

The selected unions and their characteristics are presented in th E h# \ I

Table 1: Selected partner and reserve unions @ O

No Address of Coopearative Unlon @ ‘oQ)\r Ny ﬂ&m Mumber of
£e

lon 00D S Farmers
Zone Town/ Weregla-.| _ U Wal~ b Soybeans

e WS\

s9(2)(ba)  s9(2){ha)

142 23 55,386

"’ee’&ér\\ja Unfons | [

2){ba

NewCo will sign forward contracts with a subset of the cooperatives in advance of each agricultural
season, once spacific crop demands have been identified. Because Ethiopian farmers work one main
agricultural season each year, the number of farmers engaged in the project in Fthiopia is expected to
be significantly larger than in Rwanda, where farmers work two agricultural seasons per year,

Increasing capacity of primary cooperatives: The bassline survey indicated that unions have relatively
strong management structures, with experience managing forward contracts and loans, and the
financial systems to support the administration of a large set of primary cooperatives. Unlike the
unlons, however, the management systems of the primary cooperatives demonstrated a number of
gaps. leaders of primary cooperatives have limited access to training on financial management,
leadership, and good governance, although they have often been trained on agronomy practices and soil

e\



and water conservation activities. It is also common for the primary cooperatives’ management
committee members to prioritize their paying jobs over their cooperative responsibilities. For these
reasons, the project will support primary cooperatives to assess and strengthen leaders’ skills and
commitment before moving forward.

CHAI plans to undertake organizational assessments of the primary cooperatives, in collaboration with
union leadership and extension zgents who specialize in cooperative development, and design tallor-
made capacity-building trainings for the primary cooperatives. This process will also serve.to inform
unions and extension warkers as to the performance of each of the cooperatives ung

érdheir remit,
through assessments using organizational diagnostic tools and other indicators oftral ‘ orh . «

To ensure that both unions and primary cooperatives are equipped ta enterinto
CHAI will provide training to strengthen their organizational and finand apagjty.
train extension workers to Improve their effectiveness in supportin rsand
profit from maize and soybean production and sales.
% ifi the past farmers
ears this has not been
% of farmers are gceessing

0

Financing Mechanisms

Experience in the targeted intervention areas

% @ 2. Capacity to assess risk and achieve a low defauit rate

3. Experlence working with smallholder farmers
4. Experience providing agricultural loans
5. Ability to provide an appropriate agricultural loan product for smallhalder farmers

Table 2 — Potential intermediary MF} partners and thelr assets (figuresin USD)

Name Ho of Loans Voluntary  Compulory Tetal Total Toal Tatal
Active Outstanding Savings - Savings Savings Assets Uabliities Capital
Borrowers

s9(2}(ba }]
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" Access to agriculfural Inputs amang a sample of partner

In addition, four banks have been identified that provide agricultural ioans, including the
» which provides output loans to unions for aggregation of crops at harvest season.

To ensure the success of the lending model, CHA! plans to provide training in the coming months to the
management teams of the partner primary cooperatives to build their knowledge of the regulations and
procedures of financial institutions, and strengthen thelr internal financial systerns and controls.

Access to Inputs

During the first half of 2014, CHAI developed a working document and model rogram’s
agricultural input requirements, with flexibility to update the model dependi

procurement requirements. The working document discusses current ¥
identifies opportunities that the program may leverage, such as upcormni Ver

exercises which will allow for a better understanding of the nutrie

[ L
enf-led soil mb Qgs I
rying gepgrapbic ateas,

S BSSE5Y 1 aseline
survey. The baseline survey indicated that 93% (n = = 258) r reported using
Urea and DAP, respectively, on their maize crop, \liZ€rs, averaging 94.2
kg per hectare for Urea and 90.1 kg per h - * gw the minimum regional

recommended rate of 100 kg per he

for soybean production. The ba -
organic fertilizer, with only :
The baseline survey

for maize, whi e/}liy fors
The baelite s findings an ing model wilt be used by the CHAl team and pariners to

ibution during the first season of crop purchases by NewCo, For

7Rl for 1] e(\{ggith
AR e progr il veloping 2 plan to source adequate quantities of soybean seed, which
ot hee sin past or current seed multiplication efforts,
- =]

(
r
ed

st Losses

Har %
i\sjng practices: Farmers in the selected areas reported using a wide range of techniques to reduce
t-harvest losses at different stages. These include, but are not limited to, optimizing the timing of the
harvest to reduce shattering of the grains; preparing a smooth, wide threshing ground to reduce loss
before storage; and preparing drying. beds, To store maize, the majority of the farmers surveyed use
traditional structures made of mud and straw,

it is clear from the baseline report that harvesting of maize and soybean is currently done by hand.
There is a considerable amount of damage and loss of the crops during this process. Other post-harvest
operations, including threshing, are all done manually or with woeden hand tools. Such post-harvest
practices exacerbate crop losses by resulting in broken maize kernels and un-separated chaff. Farmers
have limited access to mechanized agricultural equipment like thrashing machines, which is contributing
to high post-harvest losses.

The findings from the baseline survey indicate that smallholder farmers have limited access to high
quality storage facilities, or to drying and shelling machines, and therefore have few options except to
continue to use less effective manual technologles and practices.




Post-harvest quality assurance: Only 21% of surveyed cooperatives have storage facilitles reported as
being in excellent condition, and only 8% of surveyed farmers reported having access to those storage
facilities that are in excellent condition. In addition, out of the total 804 primary cooperative leaders
trained on different topics, only six leaders (1%) reported being trained on product quality or quality

assurance. This is likely because agricultural extension workers have, in the past, placed high emphasis
an crop productivity, while post-harvest handling has not been an area of focus

Once the selected cooperatives are engaged in forward contracts, CHAI will work wi
each cooperative’s practices with regards to quality control procedure
recommendations and tailored capacity building to the cooperatives to epsusgthe Suppby of high-

crops as per NewCo requirements,
Preparatory work for the following trainings has been com @ @
* Cooperative Leadership and Business Develp : aqperative extension

workers and zone experts.
Pre- and Post-Harvest Managemer i g siraihtlder farmers, agricultural

egional Agricultural Buresu and
Cooperative Promotip _ 2 iyes’ and smallholder farmers' current levels of

performance a target waaknesses in the trainings. Based on
these discussinré manuals for agricultural strengthening and cooperative

ay, in local languages, in collaboration with the

@ derstanding is under development among all signatories.
The Federal Ministry of Agriculture, the Cooperative Pramotion Agency, and the regional bureaus have

designated focal persons who are readily available for consultation. The CHAI team has conducted
informal meetings with the focal persons to design the capacity building trainings discussed above.

The Government of Ethlopia is currently conducting soil mapping to determine customized fertilizer
recommendations; the agricultural team will continue to fiaise with Government partners to collect
relevant information on soil types and carresponding packages of recommended nutrients/fertilizers
within our target areas.



3. Summary of Any Emerging Threats

While the initiative has made strong progress to date in Ethiopia, a number of potential threats could
create challenges during program implementation. The CHAI team recognizes this and is seeking to
mitigate the risk of negstive impacts on the program through contingency planning. Unforeseen risks
are also likely to arise over the course of the project, and will be managed as they come up,

The interdependence of the Nutrition Initiative's romponents continues to pose a potential risk. The
agricultural strengthening work Is contingent on NewCo's crop procurement contracts, wh

collateral for the revolving loan fund and allow farmers to purchase inputs with £
terms. To date, CHAI has continued to move the NewCo timelines forward as aggra :
while keeping all stakeholders engaged and actively supportive of the Initiatida &F; [t Is possibl

that delays in establishment of the joint venture and construction tir@i i
work,

Ethiopla has a history of experiencing droughts, floods 2
could significantly slow the program’s progress toy
CHAI has been exploring potential crop ins
model for smallholder farmers, in order to lifolk th
incorporation of organic fertilizers, ith

working with Government agenet @e farmer,
Finally, the goals of the @ E r’
y @s anticipated, and the program’s income improvement
scussion above, CHAI will seek to mitigate these risks through

iofs and cooperatives, and targeted trainings to fill gaps in the current
extension workers who will be supporting them.

afe contingent on the active participation of
Fthe extension service agents in driving uptake of



Annex | - Report on the 2014 Baseline Survey Findings

1. Introduction

This report comprises a description of the quantitative baseline survey that was carried out as part of
the Nutrition Initiative in Ethiopia, and an analysis of the resulting data.

The baseline survey was carried out in April 2014 with two objectives:

1. Provide a detailed understanding of characteristics of the population g b @by the
project; and
2, Provide baseline data to enable rigorous evaluation of the impact oft je
~ The baseline survey was carried out at two levels: @
1. Cooperstive ieadership (primary and union tevel)
2. Farming households (members of selectad £
The guestionnaire administered at the househﬂ@ vered ;K(\?fo
g :

i @e cooperative level collected data on the following key variables:

Rifiation about the cocperative
Aigirgstompleted

Cretlitwarthiness of the cooperative
Infrastructure status and recent im provements
Malze and soybean volumes purchased and sold
Experience with offtake apreements

» Chzllenges

¢ ©

* = e

2. Baseline survey design and implementation

The CHAI team carried out the baseline survey, with support and coordination to ensure consistency
between the survey administration In Ethlopla and Rwanda, The CHAl team worked together to design
the guestionnaire; provide training to enumerators; supervise the survey field work and data entry;
undertake sampling and data quality checking; and compile the final report.



2,4,  Survey area @m 59§2§§ba§}

The survey was conducted in three administrative zones of o(2)(ba)l - : and
which are known to have suitable characteristics for maize and soybean production,

2.2,  Determination of sample size

The sampling procedures were performed at three levels: coaperative unfons, primary cooperstives, and
farming households. First, three unions were selected randomly, comprising 33% of the total
anticipated unions in the project. Following the selection of unions, fifteen primary cogpepatives (five
from each union) were selected purposively depending on their accessibility and from the «

center. Finally 24 respondent farmers were interviewed from each coope
number of respondents 360. Farmers were selected randomly from co
Furthermare, fourteen cooperative leaders {out of the total fift

interviewed to collect data on the cooperatives’ systems,
{ 3. Descriptive results from the baseline surve @@ @)@
3.1. Maize and soybean praductio ng %
An important focus of the baselin @acﬁvitis seholds already engaged in

wn in Tab

ately 86% of households (312
during the last season prior to the

maize and soybean production
presents reported progu 6ng thefai fd¥bean-producing households.

P
In this stydy, the respon : Mowever, the size of land owned differs
from oM r. Perts glews, the average amount of land farmers planted with maize is
re

nly 15 f4r

i related to land area planted. However, productivity per hectare varies
proved agronomic practices and technologies. Average productivity of maize is
$ (NWFT) per hectare (ha), excluding values below 0.5 MT/ha or above 6 MT/ha. This finding
with Central Statistics Authority data {CSA 2013) which shows 2.8 MT/ha maize yields in
- The average productivity of soybean is 1.27 MT/ha.

e yield level reported by farmers is low when compared to yields that can be ebtained on
demonstration fields, Improving the efficiency of farmers’ agronemy practices should therefore result in
a significant improvement in yields.

Tahle 1 - Maize and soybean praduction and sale

L Makze L Number Percent

Household produced any malze In past 12 months 212 86%

Average size of maize plot [Ha) 0.94

Average quantity of maiza harvested per hectare (MT) 288

Househaold sold any maize In past 12 months, among malze producers 216 65%
Sold to Cooperative 67 31%
Sold to other market 348 50%

Average quantity of maize sold among maize sellers (MT) 1.6% S8%

Average sale price per MT maize (USD) $204

Average moize revenue among maize sellers {USD) 8345

Average total value of maize production, per farmer (USD) . $523

10



& Soybean Number Percent

Household praduced any soyhean in past 12 months ag 13%

Average size of soybean plot (Ha) 0,84

Average quantity of soybean harvested per hectare {MT) 1.27

Household sold eny soybean in past 12 months 34 71%
Sold to Cooperative 17 50%
Sold to other market 17 50%

Average quantity of scybean sold among soybean sellers (MT) 111 88%

Average sale price per MT soybean (USD) 5343

Average soybean revenue among saybean sellers (USD) 4465

Average total velue of soybean production, per farmer {USD) $519

under 70% Is sold at market while farmers retain approximately 30% onsu
Roughly 882 of the soybean harvested is reported to be sold at market

R
The survey's findings indicate that from the total maize production by th@%&%\%
¢

market and sales to the cooperative, These res
reaches the market cutside of the cooperati

g B
getting adequate marketing services fr he ( @S
3.2,  Inputusebyt @nts

: Ing modern agriculiural inputs, The baseline
ate using rtilizer, nitrogen {Urea) and phosphorus {DAP) for
dg}e planted maize, 93% (n=289} and 95% {n=296) reported

% 7 none of the soybean producer farmers have reported using

‘aize technology package far {unpublished 2013/é014 Government

However, the current Urea and DAP application rate In the surveyed
Rt than the regional recommendation rate.!sgfizifba )} for Urea and DAP
ely. Furthermore, Urea application can vary depending on yield expectations and moisture
aysilability. For areas with high production potential, the highest grain vield can be achieved with Urea
application of 250 to 300 kg per hectars,

The respandents’ use of improved seed is shown in Table 2. Approximately 80% of maize producers
reported that they purchased improved seeds, while only 4% of soybean praducers reported dolng so.

The timeliness of the agricultural input supply was also assessed due to the seasonal nature of
agricultural activities, A quarter of the respondents reported a delay in fertilizer and seed supply.
Furthermore, quite a significant number of respondents raised seed quality problems as a challenge in
theit response to open-ended questions op major concerns.
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Table 2 — Maize and Soybean Input use

Number Percent
I * Maize input use .
Malze farmers who used Urea fentilizer in fast season 289 93%
Maize farmers who used DAP fertilizer in last season 236 95%
Average application rate of Ures, Xg/Ha 94.2
Average application rate of DAP, KgfHa 0.1
Maize farmers who used improved seed in last season 248 80%
Matlze farmers who used organic fertilizer in last season 6 2%

Maize farmers who used pesticide in last seasen 9
Maize farmers who used herbicide In last season . &
il Soybeaninput use

3

Saybean farmers who used DAP fertilizer In lost season o
Soybean farmers who used Rhizoblum in Jast season
Soyhean farmers who used organic fertilizer in last season 0
Soybean farmers who used Improved seed In last season - : .

IH. Timeliness of feniilizer and seed Input supply ’
Nusnber of farmers who reported recelving fertilizer on time a7
Number of farmers who reported recelving seed on time 2 %

. Tractor and other mechanlation use ) x
Maize farmers who used tractars or other mechanizatiu@z M ) s 2%
DT D

i 2 b armers reporting that thay

oduction sesson, However, the
ot known at this level and therefore it

gending money on mechanized inputs, with only 2%

IS,
es grexcqnsideragttogether, including fertilizer, seed, insecticide and herbicide, there
i ment in terms of input application rate, use of small mechanized

i ivery of inputs.
%@:ceﬂ to post-harvest infrastructure {storage, dry shed, pavem ent)

data on the magnitude of post-harvest loss were not collected during the baseline data

ection, some sources indicate that about 30% of production is lost after harvest due to ineppropriate

collection, transport, storage, pest control et (Ethiopia Agricultural Sector Policy and Investment
Framework, 2010-2020).

According to observation and discussion during baseline survey data collection, farmers do most
harvesting and post-harvesting activitles manually. Most of the farmers use wooden hand tools to beat
the grain off of the cob (shelling), which damages the kernels and leaves farmers with considerable un-
separated chaff. The traditional shelling of maize by hand results in losses, and farmers struggle to rely
on manual work alone, due to limited labor availability, The time-consuming nature of the manuzl
process leaves the crop exposed to contamination and pests. As expected, none of the farmers
reported accessing machines for shelling, which would enable labar saving and timely execution of farm
operations.

Only 3% of the respondents reported use of improved drying facilities to reduce losses caused by insects
and fungus. None of the cooperatives reported providing drying facifities to members.

12



Table 3 ~ Atcess to post-harvest technologies

Number Parcent

Proportion af farmers accessing high-quality dry shed 3%

Proportlon of cooperatives with high-guality storage Joutof 14 21%

' cooperatives

Proporticn of farmers accessing high-quality storage services from tooperatives 718 members out of 2%
1013l 8497

Proportion of farmers accessing threshing machine g

Proportion of farmers advised on post-harvest management 306

Proportion of farmers applying pra-storage treatments a0

At the household level, farmers frequently use traditional storage made up of
their product for consumption and for sale at market when need arises. As sKav

primary cooperatives own stores: 43% have stores reported as * duali
“good” quslity; and the remaining 21% report “excellent” qug B
(/ farmers have access to the excellent quality cooperative sters aRers sol

with the excellent stores out of the total 8,497 members

0 I
Table 4 — Storage quality of cooperatives and&c%\ﬁm holder e %

ot

| T\
Number of coaperatives with storage \\) wmv 93%
- Excellent condition 3 2194
. Goad condition %@ @ 4 25%
... Peor condition % @ 6 43%
Number of far@n uality/excElfanyguility storage 718

N

8%
("
Addfti War rs (Mdo not use pre-storage ireatments to reduce potential
5 25, Aced %e Regional Bureau, those who do use fumigants do not apply
icals %

Eight

g\ ©The majority of the respondents raised threshing problems as the main challenge in postcharvest
management. This finding implles that they could be eager to employ post-harvest loss reduction
technologies and practices provided they get technical training and acquire the technologies' at
affordable prices, with access to credit.

Tarmers reported that they were advised on post-harvest handling by extension
&r, the advisory service on post-harvest loss is weak compared to the services provided
uction. The Development Agents {DAs} have limited knowledge and training on post-harvest
management.

3.4.  Access to financing/loans
Respondents were also asked for information about their access to financing, Only 8% of farmers

reported taking out any loan during the past 12 months. Most of these farmers took out loans for
fertilizer and seed, with a few taking out loans for labor payments.

13



Tabla 5 ~ Access to financial services (household level data}

Number - Percent

Farmers who tock any lean during past 12 months 28 8%

Fermars who took a loan for fertilizer/ pesticide purchase 21 6%

Farmers who took a loan 19 finance seed purchase 23 6%

Farmers who took a loan for labor payments 3 2%

S(2Xb

The data taken from primary cooperatives have shown similar trend. Out of Tha 14 coo tives, only
five cooperatives have distributed loans to their members, aversging US $  per n when
distributed, the loan size is Insufficient to cover the input costs reqmred to pred hect

plot of [and.

— Table 6 — Access to financial services {cooperative level data) @(O& (& @

OO

Proportion of cooperatives distributing loan to member

Total ioan funds recelved by 14 cooperatives fast yegr 59 i By

Total loans distributed to farmers in the past year sG(2){ba
Proportion of membars who borrowed {T. ORETRIC 24%

, nne spacing (85%), crop rotation (90%), herbicide/fertilizer use (81%), proper
84%), post-harvest handling {85%) and pesticide/disease management (80%).

14



Table 7 — Proportion of farmers advised on improved agronomic services

Number Percent

Farmers visited by extension workers 299 83%
Advised on weeding 322 89%
Advised on line spacing 323 89ge
Advised on crop ratation 3z4 905
Advised on herblcide/fertilizer use 281 8156
Advlsed on proper seasonal timing 308 84%
Advised on post-harvest handling 306

Advised on pesticides/disease management 289 (\%

However, given the gap between yields on demonstration sites and farmer-
concluded that the impact of these trainings has bean limited, and thag

rmers
| timing~for Wn
% impkove
i ber of topics,
raptrtion of cooperative

2D
A NS AN/ Wale  Female  Total | Percent

Grafment, m m \B 181 5 138 235

i tonservatio 356 11 377 A7%

Jol” managament 7 a 7 1%

ality maize p 129 4 133 17%

Quali u 5 1 5 1%

% b 3 a 3 0%

(;q:g: %a redit 26 0 26 1%

zhip, by kaw and regulation 22 0 22 as;

Fertilizer selfing mechanism a4 0 44 5ot
Total 783 21 804

Mast interestingly, the above data provide Information about gender: only 3% of the training
participants were women. Therefore, the project should ensure that the technelogies that will be
introduced are equally accessible for both women and men.

2.6, Insurance

Generally, there is very low awareness of agricultural insurance on the part of farmers as well as their
unions, The baseline findings have indicated that none of the farmers purchased insurance to cover

agricultural efforts over the past two years. However, one union has purchased insurance for its trading
activities.

15
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3.7,  Challenges that farmers face

Respondents were asked about the most important barriers to improving the quantity and quzlity of
maize and seybean production. The limited access to finance; poor weather condition {climate change);
poor seed quality and timeliness of its supply; and termites were cited by many respondents as the most
important factors limiting their productivity, The lack of agricultural technologies like threshing
machines was the most common challenge cited on quality of production. Some respondents also
reported receiving limited extension services from Development Agents.

i5
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1. Update on Program Progress

During the first haif of 2014, the Clinton Health Access Initiative (CHAI) tearn and the Government of
Rwanda made substantial progress on implementation of the Nutrition (nitiative. Having finalized a
sustainable business model for the produetion and distribution of nutrient-rich complementary foods,
CHAI hes completed negotiations with the Government of Rwanda and a consortium of international
investors to launch a worid-class food processing facility in the Eastern Province. The Ministry of Health
has endorsed the formulation of the complementary food product, lending its support to plans for
widespread promotion and distribution through the natlonal Community Health Worker program. CHA!
has alsa secured ethical approvals to move forward with a rigorous evaluation of the progrs
which will begin with enrollment of 3 pre-program cohort of children who will provi
which to measure progress after praduct launch.

The Boards of DSM, the International Finance Corporation {IFC}, and
officially voted and agreed to fund the first phase of factories in -.,,,F‘

ventures. The financial and legal negotiations to deter
in the final stages. DSM andgo(2have 3 dedicated te
factory design, conducting environmental i ;
construction site has heen selected in Rwanda)
factory in Ethiopia. Engineering a {ﬁg
[HZ

factories will be identical In desi

v . By purchasing in Africa, WFP will both save money and fulfill
thelr ctrgar@%> farfiitment to procure locally, thus boosting the livelinoods of smallholder

farm
%er ent of Rwanda has signad a term sheet with DSM, representing HoldCo, agreeing to the
Rafameters of the Joint venture to manufacture nutritious foods {“NewCo”). The Goverament of

anda will be a Sggzi(ba ; investar in the factory along with EQ; 2 )( ba ) HoldCo. The
Rwanda factery is sche ul‘é‘d) 0 break ground this summer and targeted to be at full production by July

201555(2) 53

The term sheet describes the agreements reached between HoldCo, represented by DSM, and the
Government of Rwanda. Terms agread to include:

* The government has committed to purchase fortified complementary food for infants from the
factory for at least five years, targeted for distribution to the most vulnerable parts of the
populations, in Rweanda, the Government has committed to purchase US $ M annually, which

i89(2)(ba



represents volumes sufficient to feed all infants whose families fall within them of
the Ubudehe soclal support system, representing the lowest-income households.

* The company will earn a target rate of return on equity of of the profits above
that level will go to the government to help subsidize purchase of the food for the poorest
Rwandan children and mothers, A portion of that profit~sharing to the governments will be
allocated to improving the distribution systems necessary to distribute the food to the rural

populations. 9(2)(b)(ii
¢ The company has agreed to sell the products 1o the Government to s the rural
opufation. 59(2)(b)(ii)
sO{2Y (b)Y (i ent w

distribute the product {for free ta pocr people and selling it ta othe 0
t

health worker systems and will conduct public health campaj pr
— the first six months of life and breast feeding comple is nlitritio f
{ months to two years of age.
ratives for the

¢ The company has agreed to form contra

procurement of lecal maize and soybeafs\d gxjdired gua trality for production.
59(2)(b)(ii) 0 P 59(2)(b)(ii

In the event that the

cooperatives are unabl gree d quality levels, the cormpany will

be able to either p or

With-the Ministry of Health, CHAl has secured ethical approvals to launch program

ipE gvaluation activities in the second half of 2014, Given that high uptake is anticipated in

afger product launch In 2015, it is important to capture a pre-program cohort of 6-24 month old

» measuring stunting rates at baseline. These data can then be compared with stunting rates

@ ong children with higher and lower uptake of the product once the program Is underway. In order to

- secure ethical approvals, the CHA| team finalized the study design, developed data collection tools, and

brought on board a team of data collectors. CHAI has also organlzed a team of researchers from local

institutions to provide advice and support for the project. Data collection will begin with the enrollment
of children in the third quarter of 2014. '



2. Update on Agricultural Strengthening Activities

Overview: During the first half of 2014, the CHAI team worked closely with the Ministry of Agriculture
{MINAGRI} and the Rwanda Agricultural Board {RAB) to lay the groundwark for the Nutrition (nitiative's
agricultural strengthening activities. Major milestones include selection of partner cooperatives;
completion of a baseline survey within partner cooperatives; maize and soybean procurement planning
with the Joint venture partners and other key stakeholders; and the development of an effective
financing model for the revolving loan fund for farmers. Each of these is discussed In more detail balow,

Cooperative Strengthening
Cooperative Selection Criteria: CHAl worked with MINAGRI and the WFP, two of thelark tional
buyers in Rwanda, to develop the following selection criteria for cooperatives: @
1. Reglstration: The cooperative should be registered with the R Co
and Local Authorities. Having a legal entity enables CHAI fl

+ Select credible cooperatives, avoiding working
» Hold the cooperatives accountable becaus
losing their registration status; and
+ Deal with experienced and skilie istered cedperatives often have
been trained previously and

pership: The cooperative should have at least 50 members to ensure that the beneflts of
N\ . . . .
interventions go to many smallholder farmers, thus raising incomes, reducing poverty, and
diversifying risks.

g' @ 5. Qrganizational Capacity: The cooperative should have basic skills in record keeping, financial

management, and administration. Its leadership should have basic lteracy skills to make sure
that there is proper:

* Tracking of supply from farmer to factory for transparency and traceability;

»  Filing systems for input distribution and loan recovery; and

¢ Communication with and mobilization of membérs by the leadership.

6. Post-Harvest: The cooperative should have basic post-harvest handling infrastructure and
associated skills,

7. Legcation: The cooperative should be based in the Eastern Province to reduce transport costs,
thereby increasing farmers’ profit margins while keeping the price aifordable for NewCo.

8. Financlals: The cooperative should have 2 bank account with proper signatories, as per the
coaperative law, and should agree ta have their accounts audited.



9. Free from Water Stress: The cooperative should be farming on Irrigated land, radical terraces
and/for good soil to mitigate the risks of low rainfall which sometimes happens in Eastern
Province. The aforementioned types of Iand reliably provide higher yields during rain shortages
than other land types.

10. Extension Support: The cooperative should have an existing partnership with an extension
service provider and agro-dealer suppliers of improved seed and fertilizer. This criterion ensures
the farmers already have basic farming skills and input systems.

Selection Process: Once these criteria were developed, CHA! began a comprehensive selection process

by working with RAB, the RCA, and local government officials, among others, ta create of all the
cooperatives currently involved in maize and soybean production in the Eastern Provi worked
with the above partners to conduct a preliminary assessment of this list of ¢ d on t

selected criteria. CHAI then visited the shortlisted couperstives o colle
each of the criteria, These fleld activities generated the list of fipg gt Avhick was agreed u

detdiled field da
B
MINAGRI, RAB, the RCA and local government. Forward con Ge3 Wi he>signed ty With
ahd New oybean

subset of the selected cooperatives, based on cooperative TIRaCHS
demand. . %
Table 1, below, summarizes key information abol! ed coo e§>ﬁ
Table 1: Selected partner cooper im %
pornereoopes @YY A\
N NN
Cooperative Nam Distrﬁr\\ Mrotal Members | Total Land Size {Ha)
. e}

S92)(D) (i) A Nyagafare >\ ~—/ 560 4200
@ %&}:} 127 250

1,453 2,854
¥sibo 100 500
v Gatsibo 370 80
Gatsibo 1,881 600
Gatsibo i02 600
% Rwamagana 3,414 600
Rwamagana 4,035 1,200
Kirehe 700 600
Kirehe 730 730
Kabarore 43 402
Rwamagana 100 100
Kabarore 1,387 2006
Nyagatare 37 171
Mimuli 59 38
Nyagatare 74 256
| Total 15,212 11,387

The cooperatives have a total reported membership of 15,212 farmers, with a total of 11,387 hectares
{ha) of land. As shown above, the cooperatives vary significantly in the size of their membership and
aveilable land, The basellne survey findings indicate that most farmers have access to Jess than one
hectare of land for planting (0.7 ha).




Under Rwandan faw, one third of cooperative leadership must be female, However, women typically
comprise the majority of cooperative members, both because they dominate the agriculture sector and
because women constitute more than half of the Rwandan population. Amaong the partner cooperatives
poiled in the baseline survey, 45% of the total members are female. Approximately one third of the
cooperative members are recorded as having paid their membership dues, Women are better
represented than men among dugs-paying members: 54% of the baseline cooperatives’ dues-paying
members are women.

Cooperative Engagement: With the cooperatives identified, CHAl will be working with NewCo and
Goverament partners to negotiate the terms of the forward contracts for procureme Tze and
soybeans. These forward contracts have been drafted, and cover the following are
- Maize and soybean quantities, under a seasonal rotation schedule
: - Maize and soybean quality, including adherence to Codex standar
~  Moisture content @

C Emem o

- Training and extension support
- Affordable financing and skills development i
- Access to improved seed and fertilizer

- Cooperative leadership strengthening

; ime in the fleld with smallholder farmers during the first half of 2014,
Fity constrained access to financing in Rwanda makes it difflcult for farmers to
ity and increase their incomes. Farmers collect payment for their crops at each

do not last between harvests, driving farmers ta {a) sell their crops as soon as possible at
fees, and (b} underinvest in the

%\ @armers are unable to invest in their Inputs,

Bsequent crop. This s a vicious cycle:  Figure 1: Sample Seascnal Loan Structure
and therefore unable to achleve greater

incomes needed to increase subsequent p
- . ! poyment’ l
yvields. Local financing sources offer some i FarmiOps & -8

: . .
credit options for farmers, but do not - ;; Income Loan :
mitigate the market risk and charge high . FE=

- Leanre- 7

interest rates of 18-24%. Despite these high

A
rates, 30% of the farmers in the baseling said Ar?irci“eciess
they had taken a loan to pay for inputs in the price,

% g e Tt

{eon ‘«‘
19

past season, demonstrating a strong demand
for financial services. The farmers who
participated in the baseline survey did not
report the amount of their loans, but

¢
. Inputs




anecdotally, the CHAI team heard reports that farmers were not taking loans for the full recommended
package of inputs and labor, which contributed to reduced yields.

Delivery Model: CHAl worked closely with partners throughout the first half of 2014 to develop a
financing model that cen efficiently and effectively meet the identified need in Rwanda. This rodel is
illustrated in Figure 1, above. it is composed of a lending mechanism to allow farmers to safely and
affordably invest in their crops, maximizing yields and Incomes. Each harvest ¢ycle, the food processing
factory will guarantee demand by establishing forward contracts with farmer cooperatives, as discussed
above, These contracts are underpinned by the factories’ guaranteed off-take contractsls9(2)(b
59 (2} (BY(ii The forward contracts for farmers will provide security for a s

~~f$ 2l lending
mechanism of sgizjzbﬂiij providing the cooperative fa mentai
: A {reimpro

disbursements to: (1) purchase recommended quantities of high-guality inpu
seeds); {2} hire labor and/or mechanized farm equipment; and {3) smgo
Once harvests are delivered, the manufacturer will pay the bank
disbursed to cooperatives, less the loan balance, mintmizing theg
purchasing agreements and loan structure — compleme

substantial vield increases and increased income ; } eed buyer.
Figure 2; Financing Model @ F A . N
'BUTe £ Financing iistaingh)e afile Financing: Affordable financing

2‘4% is esgerfa Aeourage farmers’ investment, increase
mer profits, and ensure internationally
e prices for the locally sourced maize and
eans. To promote an environment where low-
Interest rates are attractive and sustoinable for the local
intermedlary bank which will be responsible for the
lending, the project is being structured to reduce the
intermediary lender’s (1) cost of capital, (2) lending
risks, and (3) administration costs. Resulting savings will
be passed to farmers through reduced interest rates,
while sustainable margins are maintained for lenders.

Typical Nutrition Project
Interest Rate Interast Rate

Table 2, below, outlines the ways this mode] will reduce lender costs and risk,

S



Table 2: Lender Cost and Risk Model

MMM

Costof Capltal - Bormowing in USO. Typital local lending is based on local bortowing rates; this machanlsm
will source international funding In USD at significantly reduced rates

Lending Risk
-towyleldsand -3 Tralning ond Extenslon Services. Cooperatives and farmars will receive training and
side-selling extension services to improve farming and past-harvest techniques

~ Crop Insurance. Weather-Index Insurance is being considered to mitigate tha i
droughts or floods

- Gevernment Particlpoton, As co-slgners, the Governments of Rwand
increase adherence to forward contracts

e
-Demandand  -» Fonward Contracts, Forward purchasing agreements fro@gf&&ﬁng CORMpany, z)(ibb

of
a

price shifts supported by WFP guarantees, ensure adequate d%-n@\ ) nd priccs(\\ !
-Useoffunds = In-Kind Disbursements. Funding for inputs w @}ﬁromt N

suppliers

-+ In-Kind Repoynients, Repayment, ly byt Tt ompany 1o
the lender on recelpt of majze

> Incremental Disbursements.) ade : the season per speciflc
needs,

-» Financial TraiptGy) prati § eive{IhariA M ohlting and support to ensure
process : Ag Toans

> Smo e payments between harvests will provide

P e vem o
-Cther (&3 \n’@a@‘n‘é RIM%}}%\%?\MS may be available through international partners

A%
Loan \%ﬁmhﬁed lend W costs will ba significantly reduced as dishursements and
A@ con?@ e through cooperatives, as epposed to indfvidual farmers
iffed

lection, Collection simplified as repayment made directly by the manufacturer

-3 P
lenders; T inance Corporation {IFC} has agreed to partner with CHAI to capitalize the
revolui f or farmers. The IFC will provide Jow interest loans ta a local intermediary bank,
y fend the money onwards to the cooperatives. The IFC has committed to lend US
ory at al83(2)interest rate, and to move forward on an expedited timeline, CHAI and the IFC
ae been working together In Rwandz to identify the most qualified local hank to administer the loans.
All the major banks and microfinance institutions in Rwanda have heen reviewed, After initial research,
four potential partners were shortlisted and invited to give presentations on their capacity and
willingness to serve as the intermediary partner under the proposed financing madel. Two of the most
interested and qualified banks were then engaged in final negotiations. Ultimately the [s9(2)(b)(ii)]

(5o} was selected, having offered the lowest interest rate for the cooperatives atfs9(2) (b) (i)
5

igniticantly below Current interest rates} and having agreed to accept the forward contracts as
collateral.

Implementation Timeline: The IFCand are currently undergoing due diligence on the coaperatives
selected for the upcoming season. Once thatis complete, they will disburse the first round of funds to
the input suppliers, including mechanization service providers, improved seed companies, and fertilizer
dealers, Once planting is complete, a second round of funds will be disbursed directly to the
cooperatives for ongoing tabor andfor mechanization costs, depending on the cooperatives’
preferences, A third payment will be made around harvest season for harvesting and post-harvast

7
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services. The funds will be reimbursed when the cooperatives deliver their produce at harvest season in
early 2015, This will complate the first cycle of ongoing seasonal funding using this fow cost revolving
fund. » the cooperatives, CHAI, IFC, NewCo, the government and other stakeholders will review the
performance of the revolving loan fund on a semi-annual basis, and use that information to agree on
improvements for the following season.

Access to Inputs

Use of inputs: MINAGR! intreduced the Crop Intensification Program (CIP) in Rwanda approximately five
years ago, with the goal of improving uptake of improved seeds and fertilizers, and thys, increasing
smallholder farmer productivity. Through CIP, the Government identifies crops that i
security, like maize and soybean, and provides subsidies for improved see
Government has been fully covering the cost of seed (100% subsidized) a
inorganic fertilizers {50% subsidized} for maize. One hundred percent o4

's@ .

ific nitly hi th
other countries in sub-Saharan Africa. Farmers who used jm .= vEH ‘seed Teporie
hectare on average; this is twice the 25 kg per hectare recg .% Hedtythe & v

preke of i % , the resulting vield
t " average maize yield was

3 our anticipated baseline of
B0 ved seed and fertilizer, is likely a

eel d > Ve resulted from inadequate extension
services, an area which wlllbeaddtés program.

gains have been slow to materialize, CHAI's Bateli
2.4 metric tons (MT) per hectare in Se
3.8 MT per hectare. The low mairg

Challenges a
which tra

der farmers continue to face a number of challenges
ed by continued yield gaps. Largely the findings from the
e Government of Rwanda’s planned approach to providing
hese challenges and mitigation strategies are outlined below.

gila
% ese figures are in line with the recommended amounts of 100 kg/ha of DAP
J0xg/Na of urea. Training from extension workers should improve farmers’ understanding

%ﬂ gprrect application practices. Farmers reported using 0.8 MT/ha of organic fertilizer, which is
below the recommended 10 MT/ha, but stiil quite a significant amount. The extension workers
will also train farmers on production of their own organic fertilizer to increase these amounts
without reducing farmers’ profits.

- Late Delivery: Among farmers using improved seed, 22% reported that the seeds were delivered
late. Of the farmers using fertilizar, 20% reported It was delivered late. Late delivery of these
critical inputs diminishes their effectiveness and therefore their value to farmers. CHAI is
working with MINAGRI, the IFC,f5%#seed companies and fertilizer dealers to ensure the quality,
quantity and timeliness of the SUpply of seed and fertilizer to farmers during the upcoming
sedson,

- Mechanization: CHAl carried out a cost-benefit analysis of machanization options in Rwanda and
identified a number of opticns which could be beneficial to farmers, particularly after price
negotiation to lower costs. CHAI has worked with the cooperatives and MINAGRI to negotiate

! The baseline figures ali refer to the maize growing cycle.




lower rates for mechanization services, making the costs more similar to labor costs.
Mechanization is expected to improve yields due to: a) timely preparation and planting, b}
improved soil nutrients, and ¢} increased ability of the soil to absorb and store water. CHAIl and
the cooperatives’ feadership zre currently determining which cooperatives/farmers will be
taking advantage of this opportunity during the coming season. Less than 1% of farmers in the
baseline survey reported using tractors last season.

- Ineffective Planting Technigues and Ferlilizer Application: The farmers seem to be using a
sufficient amount of improved seed and fertilizer, but not realizing the full yield benefits, as
noted shove, The extension workers are therefore going to work with the farmersto improve
their planting techniques and toals. The extension workers will also focus o

Ve During the first half of 2014, CHAI met with @ number of local ndledch

f group’s interest in and capacity to provide support to the £ ] . wanda
Development Organization (RDO) was recommended i gest, most
experienced and most effective extension servi rQuidienN i RDO has been
working with MINAGRI to provide support to fagmer e CiP st AGRI has continued
working with RRO because of consistent strdgl perfornance @Bl it\contracts. CHAI is in the
process of sighing a partnership conk RDO-0 delivef the\figh ghality extension services that are
critical to the program’s effect} Kpproving =1‘=, ténsion workers are expected to be
deployed during the third g

L With e118-exth worker serving every 500 farmers., CHAI
Is In discussions wit @- pign Affairs and Trade (MFAT) about sourcing
technical assist emsigIiworkers, focused on strengthening the RDO team’s

as farmer education, during the coming season.

jewed in the baseline survey reported moderate access to post-harvest

storage: while only 59% of farmers reported access to pavement for

d having access to storage facilities. The condition of post-harvest infrastructure
portedly quite law. Almost half of the farmers with access to infrastructure reported
s “poor,” a third “goed,” and the final fifth to sixth of the farmers reported “excellent”
From these data and the CHAI team’s observations, there is significant need for upgrading

ality
% @e ting infrastructure for post-harvest crop management, including dry sheds, pavement, and storage
) facilities.

Table 3: Reported quality of post-harvest Infrastructure

Infrastructure % Access Poor Goad
DTy ESHe e e oL e RO

Storage facility 945 459:3 39
ol wtr L Ly b AL i Aichaalinny .”;%}_... o
@%_*““-525@;_‘5@1'“?&3%";0{——”;!-arﬁfﬁagfﬁiﬂ-M;«—:-}"‘iel&_ |

RS
e, =L

s el e e e e ey e
S e ey S

R

Aflatoxins: During the baseline survey, CHAI collected 18 samples of maize, two samples from each of
nine of the cooperatives that participated in the baseline survey. Only three samples registered any
aflatoxins, with those total eflatoxin levels equaling 1.4, 1.49, and 3.59 parts per billion {ppb). All of
these aflatoxin measurements fell below the minimum requirement for NewCo, of 10 ppb total



aflatoxins, While this Is a positive finding for the crop procurement plans in Rwanda, post-harvest
infrastructure remains a priority area to improve crop guality and reduce losses,

Timeline: Post-harvest infrastructure plans are belng set up for the fourth quarter of 2014. The CHAI
team is working with partner cooperatives to quantify the infrastructure gaps, analyze the costs and
benefits of upgrade options, and create the financial mechanisms for investment in post-harvest
infrastructure, in arder to move into implermentation in the second half of 2014,

Program Reviews

Procurement Planning Meeting: CHAI warked with MINAGRI and RAB to organize\Qrif-bo-chair a
stakeholders from NewCo and government agencies and establish clear timeli
ensure crop procurernent moves smoothly during the toming agric
included NewCo's investors, MINAGRI, RCA, RDO, fertilizer com
others. Qver the course of two days, stakeholders built o

support partner cooperatives during land preparation and gl
ultimately source crops at the appropriate quality I
t

@1 JoThsixvicas; and then
RE\RE % he first year of

NewCo's production. Each item on the work pla dividuals from partner
organizations to ensure accountability. The \ar ablish Procurement Planning
a2 sis to.ensii afis move forward in a timely

Committee which Is communicatin (2
manner. @
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3. Summary of Any Emerging Threats

While the initiative has made strong progress to date, a number of potential threats could create
challenges over the coming year of program implementation. CHAIL is cognizant of these risks and
seeking to actively mitigate them through advance planning,

In some years, Rwanda is impacted by droughts and other severe environmental events, and it is
possible that a weather or pest-related event could impact yields and significantly slow the program’s
progress towards Impraving smallholder farmers’ productivity, CHAT has been exploring potential crop

insurance schemes in order to limit the downside risk of a severe event, both for farm mselves
and for the revolving loan fund. The project’s partner cooperatives will also have acge rve of
pest control mechanisms, managed by MINAGRI, which will be deployed in the ere pe
event threatens crops,

The Interdependence of the Nutrition initiative’s components cq
( agricuitural strengthening work is contingent on NewCo's o
collateral for the revolving Joan fund and allow farme
terms. To date, CHAI has continued to move Ne ¥
keeping all stakeholders engaged and activel

scope of activities that fall un
bridging mechanisms whe,

Wing these improvements will be particularly challenging for soybeans, since
evious experience with this crop. Per the sections above, CHAI has actively sought

isk by identifying organized cooperatives, motivating the cooperatives to im prove
hrough forward contracts and attractive loan agreements, and bringing on a proven service
for extension support, CHAI wiil actively monitor the implementation of extension support and

é @ t provision during the coming season to identify successes and challenges, and implement any
- lessons iearned during the following season in 2015.

11




g @ % Nyagihanga Bugamba 100

Annex 1: Report on 2014 Baseline Survey Findings

This annex discusses the agricultural baseline survey conducted in Rwanda in March and April of 2014,
summarizing the process as well as the analyses of the data.

Methodology

Scope: During this baseline assessment, surveys were conducted with farmers and cooperatives that
have been identified for potential participation in CHAI's agricultural strengthening work. A total of 298
farmers and 12 cooperatives were included In this assessment. All farmers vgho were ' poje
members of the cooperatives, These surveys were conducted over the course of Se 12y
March and 2-2 April in Nyagatare and Gatsibo Districts in Eastern Province. @

Cooperative Nir\ne(‘\\%)}%r @)& \{:}9\> Member Farmers

52(2)(b)(ii ™ 6@@@\\3 Nyabikiri 100

@v w\e}a Rurenge 370
@ @ Rwembogo Nyamatete 102
@ Gatsibo Mugera 1,665

Rwembogo Rwikiriro 43

Kabarore Kabarore 1387
Nyagatare Rukomo 1,493
Nyagatare Mirama i
Karama Bushana Center 47
Mimuli iNteko 59
Nyagatare Rwimiyage 74
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g 0 NS Number of farmers wha planted maize 281
- Number of farmers who harvested malze 270
Average size of maize plot (ha) 0.7

Average MT yields per ha (including 0.5 - 8 MT) 2.4

Data Collection: Cooperative surveys were tonducted on-site with cooperative l[eadership with access
provided to registers, ledgers, and other pertinent information. Farmer surveys were conducted
privately either at the farmer’s home or another central location. Cooperative leaders were not Invalved
in these surveys as it was agreed that farmers might be unduly influenced by cooperative management
inthe information provided about crop sales and other potentially sensitive topics.

Aflatoxin Testing Procedure: Affatoxin testing was conducted at the cooperative level on 18-19 March
with the assistance of the Rwanda Bureau of Standards {RBS). Random samples were collected by
trained RBS warkers and transported back to Kigall for testing at their Mycotoxin Testin boratory.
These visits to cooperatives were unannounced and samples were taken from 100-k bags of

maize according to accepted practices.
Crop Yields & Sales ~ Malze @
The below tables show a number of relevant anzlyses related to relyietds and sales, bakéline
survey did not cover soya production, because it is not com growir by the e &p’ Liner
cooperatives, and because the survey focused heavily o son A, g i ize is
predeminantly grown In the Eastern Province.
Yields: Maize yields, averaging 2.4 MT per ighta ng farmers
rovided by MINAGRI, This
In data collection methodology

i %ze, were significantly
ing post-harvest losses, which are not

2 plot size of 0.7 ha was somewhat lower than the anticipated size
e most densely populated countries in the warld, so farmers have
hey do benefit from two agricultural seasons annually due to two rainy
atmers usually dedicate their entire plot to maize production once 2 year.

Salas: Ninety-three percent of the farmers who planted maize sold some portion of their maize, with
average sales of 1.45 MT, or about 76% of their total yields. The average price farmers sold at was $275
jper MT, and the average revenue among farmers who sold maize was $335. Taking into consideration

% 1n some cases, yield reports will add an estimation of post-harvest losses to observed yields in order t0 estimate
yields prior to those losses. Since the modeling methods for such estimations are Inconsistent, CHAI has opted to
report observed yields directly, understanding that these yields have already been lowerad by some amount of
post-harvest foss. Reducing post-harvest losses should contribute directly to Increasing observed yields overtime.

i3



total production, including crop soid and consumed, the total value of farmers’ maize crop averaged

$407.

Table 3: Maize sales amongst surveyed farmers

Maize sales

Number of farmers who sold maize, among farmers who planted maize 261 (93%)
Average guantity of maize sold, among maize sellers 1.45 MT
Percent maize crop marketed, among maize sellers 76%
Average sale price per MT maize (USD) $§2715
Average maize revenues, smong maize sellers {USD) $335, \\}
Average tatal value of maize production, perfarmer {USD) EC

{ Input Use & Spending
: Input Quantities: Farmers reported high uptake of imp

" o
i

fertilizgr
@ bpen pollinated

ing\myproved seed while 939

reporting fertilizer use, were very clo r abov nts.

Table 4: Reported use of p:p v /@d fert; Q}(\ rveyed farmers
Input Nutaben ant Perc th’\\ Srape Quantity | Recommended

e ﬁ> K 5 Repocﬁ@ ed per Ha Quantity per Ha

Improved Séed-> | 1288 JMRO%N | S5.1kg 25 kg
Uread\\ _\~ 261 \\\|\3agz’ 49.8 kg 50 kg

BARDNT OlMoa% 92.1 kg 100 ke

QZ@@V&? . Unhao 36% 913 kg 10,000 kg

Redicide —\ '\ | 140" 14% 1.5kg As needed

el gains.

tshor and Mechanization Use

x closely with farmers to ensure that inputs are being used effectively to maximize impact on

While the vast majority of farmers (86%) paid for at least some percentage of their labor, and over half
used threshing machines {(57%), very few farmers reported using irrigation, tractors or other
mechanization (2%, 1%, and 2% respectively), This means that there is significant opportunity fo work
with farmers to explore the benefits of potential mechanization options. With partners providing
aifordable financing for these long-term investments and the potential for Institutional funding sources
to provide subsidies to incentive uptake, there Is significant opportunity to improve yields through
modern and appropriate agricultural technologies. Mowever, because much of the fabor used by
farmers currently is in kind, the farmers will have to determine whether the benefits are worth the

potential additional cash they will need to spend.

14




Table 5: Labor and mechanization use amongst surveyed farmers

Labor/Mechanization Tool | Number and Percent of | Average Price/Unit Average
Farmers Reporting Use Cost/ Season
Paid Labor 235 84% 51.69/Persan-Day $50.79
Threshing Machine 161 57% §8.23/MT $15.98
| irrigation System 6 2% N/A $29.70
Tractors 2 1% N/A $73.01-,
Other Mechanization 6 2% N/A $198A\ A «
SN E
Extension Services «
Farmers reported that extension workers visited them an avera i pery ice per

season. The table below shows the most common toplcs ensiar,agen quality
and extent of training provided on each topic was not i:;d . @6

Table 6: Topies coverad by extension agents <\ “ ﬁ\\
Py

Farmers | Frequency | Whattopics seudgedipr'the mepting o Wension agent?
visited by | of visits 0
extension R CON

worker V(%\f )V ( )\%‘ﬂde{ Proper Harvest | Pesticide/
Zpacin, 3 0@1 erfilizer timingof | handiing | disease
Y V\\‘\ (\% season manzgement
257 odc iy (23% Y 206 238 225 192 204 farmers
farmers < ua farmers M farmers farmers farmers farmers {5858}
(052 N[\ A (713} \e i} (6924) {8a%} - {76%) {54%)

\/ w \)\rr
gige t Infrast 3
réntly, a arvest infrastructure in the cooperatives that participated in the baseline

B compared to many farmers in Sub-Saharan Africa. However, the gquality of the
ite low, with about half the farmers with access indicating that the infrastructure was
waality. There is significant opportunity for CHAI to intervene to upgrade post-hapvest

deture, which have been proven to be linked directly to decreasing post-harvest losses, especially
@ ith adequate training, maintenance and extension services, The table below sumrarizes the access
and quality of post-harvest infrastructure currently avaifable.

Table 7: Quality of post-harvest infrastructure amongst surveyed farmers

Infrastructure % Access Poor Good Excellent
Dryving shed 79% 47% 32% 21%
Storage facility 84% 45% 39% 16%
Pavement 58% 47% 33% 20%

Access to Financing

Tha majority of farmers who purchase fertilizer, pesticides and labor in Rwanda do so from their own
savings. Only 88 of the 298 farmers surveyed (30%) accessed loans to pay for inputs last season, Most
toans were for fertilizer and labor payments: 26% of farmers took a loan to cover fertilizer purchases,
while 10% of farmers used a loan to make labor payments. Loans for seed purchase were rare because
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of the heavy MINAGRI seed subsidy: eighty-one percent of farmers received their seeds for free with the
subsidy from MINAGRI {only seeds purchased for seed multiplication purposes are not subsidized).

Table 8: Access to financing amongst surveyed farmers

Number | Percent
Farmers who took any loan during past 12 months 38 30%
Farmers who fook a Joan for fertliizer purchase 77 26%
Farmers who took a loan to finance seed purchase 8 3%
Farmers who took a loan for labor payments 30 0%

Use of Insurance ﬁ @ ;
Use of insurance.was extremely limitad. Only three farmers (~1%) sai ha

ught crep ins
In the previous two years, None reported the price nor values @ <

ade or pal \ Thepd is a
significant opportunity to increase uptake of insurance wit

W
@%%@@ ©@®
>

X
W
@%@xﬂ%v

16




Reducing Chrg

and Incr@

Inco % G

;%0 re%@
AP
it

| ted to the
b New Zealand Ministry of Foreign Affairs and Trade

15 March 2015

ey

-

= CLINTON

HIEALTH ACCESS INITIATIVE

s STt g



Table of contents

Table of CONENES «.ovvurrrereee s e s seenssssasases e b b b s e erh b e rasn v 2
EXCCULIVE SUMMBIY 1 iiitinieresssisesnereraressiererassseistssssrs sessssasssssesesesersseesssesssenssses e terersse et 3
I Update on Global Program Progress .o

1. Prograss on Grant Objectives in Ethiopia ...,

2.2 Objective 2: Create joint ventures or other coope
suite of nutritious products at impeccable quali

2.3 Objective 3: Develop tools and systefiy t

smallholder farmers who will provi tC the f

2.4 Objective 4: Establish supply A to ensure product delivery across
target areas in Ethiopia, { j @ FO-10-TEECH Ar2aS cvvveesr e sesereaseesnas i5
2.5 jectiyes: r\ i b s to drive product uptake, ensure widespread

appropriate product UtIHZatioN ..o oo 17

sficial Bepa St RN Lo e s raeaat e ehabes e R RS RS LA ke bhd e v e e e ve e R e et e mesaenEs bR e b AT SR Ga RS aen 20
( -- Venture Term Sheet P rrie vt a st s A s R Ab b aase e e et st eae b sasresrsmnaen 22
orporati i



Executive Summary

During 2014, CHA! undertonk significant preparatory work to enable the launch of the Nutrition
Initiative In Ethiopia. CHAI facilitated the finallzation of the business plan for sustainable production of
nutrient-dense foods, and secured the commitment of international investars to finance the initial two
Ethiopia-based factories. The Government of Ethiopia remains strongly committed to the initiative,
having signed a term sheet with the international investors that describes the terms of the local joint
venture that will own and run the factories. CHAI has pravided ongoing support for egotiation

process, laying the groundwork for the partners to move forward rapidly with ion an «
production ance legal agreements are finalized. &
Also In 2014, CHAI conducted market research to understand accepta duct t¥pes fordregn

lactating women, testing a range of products with individuals-g ACH 0 dhack on
taste and preference, and sharing the findings with ke

pertners laid the groundwork for the product regi
be used as production inputs for quality conc

nd program

of training materials for cooperatives and their
during 2014 to build an effective financial mode! to
erést rates. Through a mapping of local financial institutions,

-.. otential %&( partners to channel revolving loan funds from the International
I;Ees

6rpora ally, CHAI initiated discussions with input suppliers and providers of
aniza i@ to prepare to link these groups with the partner cooperatives,
e\ forir er of 2014, CHAI completed an assessment of supply chain channels in order to hetter
hd the strengths and weaknesses of existing distribution channels in the public and private
rs. The assessment formed the basis of a report which will be reviewed In collaboration with

government partners in early 2015 to determine an appropriate supply chain strategy going forward.
CHAI also completed an assessment of packaging options available in Ethiopia.

In preparation for product marketing plans, CHAI participated in a branding exercise undertaken by the
investor partners that focused on identifying acceptable product names across the East Africa regian.
CHAl also worked extensively during 2014 to put in place the appropriate Memoranda of Understanding
{(MoU} with partner agencies in the health and agriculture sectors to pave the way for full engagement
on the Nutrition Initiative, CHAI also began work on the program’s monitoring and evaluation strategy,
including development of a draft study design for a robust impact evaluation. This groundwork has
positioned the program well for success in the coming years.



L. Update on Global Program Progress

The global stakeholder negotiations to launch local joint ventures for the production of nutrient-dense
foods for infants and PLW saw significant progress during 2014. The International Consortium (“IC”} of
investors, consisting of DSM, the International Finance Corporation {IFC), and
( ), officially voted and agreed to fund the first phase of factories in Rwanda and Ethiopia. CHA
provided heavy support throughout the negotiations, facilitating discussions between the partners and
ensuring that all agreements reflected the initiative’s core goal of reducing under
commitment to each factory represents approximately U{"T’W’J million of investment §

capital), of which roughly[E2(2)(b)(il) DSM a

stakeholders in the IC. IFC will provide the debt.

1

iness
ofitably and

{ The commitment to finance the first three factories resulted
model for the joint ventures, supported by CHAI, indicating #

sustainably with conservative assumptions for sal w

’sQfZng}guzi

, souxced data from multiple in-
eavily in market research in
tions in the business model were
fo

country and global sources to verify input-cost: ICpa
the region over the course of the ure that the-s
realistic,

keep production costs

- v )
IC haye ﬁ gned
is termrgheguhag\bedn developed into a full legal agreement with support from a pra bono
m igel| ¥ GHAL. The Government of Rwanda has signed the legal agreement, and AIF has
nconclusion of the other pending IC agreements. [mportantly, the agreements
ovative profit-sharing model, developed by CHAI,

(i)l to offset the cost of subsidized

The IC partners have a construction team in place that has finalized the engineering and design plans for
the factories. The team has pre-selected construction agencies and agreed on equipment plans with
The factories will be identical in design, allowing the same plans to be used in each lecation.
The factory site has been selected in Rwanda, and an environmental impact assessment has been
compieted with no reservations identified. CHAI has helped to identify two sites that are being
considered for the first factory in Ethiopia, both in industrial and commercial areas where environmental

impact will be limited.

CHAI finalized the purchase agreement with the World Food Program {WFP} during 2014, guaranteeing
off-take of™ ™ ®Imetric tons {MT) of SuperCereal Plus per factory per year, The pricing for the WFP

purchases will be
@9(2)(b}§n)] This agreement

waorkin
be eq@



allows for the joint ventures to realize a profit while generating savings for WFP relative to their current
costs. Alongside its benefits for the Nutrition Initiative In Ethiopia and Rwanda, this arrangement will
allow WFP to expand access to SuperCereal Pius within its target populations in refugee camps and
emergency settings, as well as significantly expand WFP’s current programming to combat chronic
malnutrition across several pattner countries.

While the global stakeholder negotiations have now concluded, the process of setting up the legal

agreements between the IC partners, and finalizing negotiations with the Government of Rwanda, took

significantly longer than originally anticipated. These delays have pushed ba project’s

construction and production timelines, with product faunch now anticipatedA ith @
eps towards

international holding company formed and the agreement finalized in Rwa

finalizing the agreements in Ethiopia and proceeding with constructlor@s



I.  Progress on Grant Objectives in Ethiopia

2.1 Objective 1: Develop a suite of food products, suited to local tastes, to provide complate
nutrient solutions to pregnant and lactating women and young children

Developing nutritious food products that are affordable and suitable to the tastes and eating behavior of
children and pregnant and lactating women {PLW) is one of the key steps in realizing CHAl's program

goal of improving nutrition outcomes among the poorest in Ethiopia. In 2014, CH orted the
iterative process of food product development. This work will continue in 2015 with t of th «
composition, organoleptic (i.e. sensory) properties, and packaging of the pro . @

Milestones: @
—
s CHAl compieted and circulated an analysj %roduct ;
¢ CHAl completed an assessment of | ty %
s CHAlinitiated the food produghyre {Onpirocess K%

in late 2013, CHAI carried 758 : wigptitying an appropriate food product type
for PLW. These data e
was shared with 5 Eeh

PLW product assessment

for PLW. Primary data collection included representative sets of PLW and
B s rural and urban districts, such as Health Extension Workers and male

ces, In the second phase, CHAI conducted focus group discussions to further evaluate the
and acceptability of three food product types: porridge, a drink mix, and an energy bar,

W
g j@ he analysis showed that porridge was the most widely accepted product out of the three options

presented, with drink mix and energy bars being the second and third choices respectively. Further
probing revealed that the preference for porridge was driven strongly by PLWs’ interest in providing for
their children; women indicated that they would like the porridge because it would be easily shared with
other household members. When participants were advised that a separate porridge product would be
available for thelr children, the women’s preferred product for their own consumption was a drink mix.
Discussions with PLW revealed that procuring any of these products from health facilities might reduce
the risk of sharing as it creates a perception that the product was prescribed by health professionals. In
response to these findings, CHAI is exploring the option of providing micronutrient supplements for PLW
that would be medicinaf and therefore less likely to be sharad.

om
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Food product development

CHA! provided support to the IC partners on a range of activities related to food product development.
This included supporting an assessment of input quality, by collecting maize and soybean samples from
local markets, testing the grains for affatoxin levels at a laboratary facility in Addis Ababa, and compiling
and sharing the results with the IC partners. The test results indicated that the maize and soybean
samples were free from aflatoxins,

Food product registration

During 2014, CHAI started working on the food product registration process.

discussions with the Ethiopian Public Health Institute (EPHI), the agency reg
product registration in Ethiopia, with the aim of understanding the pr. resang
ta the registration process, and gathered information sbout the p artner

2.2 Qbjective 2: Create joint ventures or ather coopen rran . gduce the
suite of nutritious products at impeccable quality s @
e 0

In 2014, CHAI, the Government of Ethiopia, an
for legal formation of a joint ven
children and PLW.

n laying the groundwork

rtners
@- product:g; o blended food (FBF) products for
Milestones: %@ @
i evelop d by [C partners

ent %ﬂ{ thiop the [C signed the term sheet providing the IV framework

ation of the JV have been drafted in collaboration with the Ethiopian
Y, ¢ Enterprises Supervising Authority

pport for JV formation and subsequent program implementation
((\_ @4 fhess model development

During 2014, CHAI worked to coflect, compile, and analyze input cost information from Ethiopian and
global data sources in order to customize the business plan, originally developed for the Rwanda factory,
to the Ethiopian context. The IC partners have invested heavily in market research to vet the
assumptions in the business plan and ensure that sales expectations are conservative. The resulting

mode! describes a profitable, sustainable venture even with conservative assumptions for input costs
and sales.

Broker negotiations to establish appropriate JV

A key accomplishment in 2014 was the signing of a term sheet between the Government of Ethiopia and
the investors, which established the parameters for the formation of the local JV (see Annex A). The

document set forth a list of the material terms and conditions for the JV agreement to be executed by
and between the two parties, including:



s The Government of Ethiopla has committed to purchase MT of complementary food
annually from each of the first two factories for at least five years.

. ISQ(Z)gb!gii)l

will go 1o the government to help subsidize purchase of the food for the paorest

Rwandan children and mothers."[s9(2)(b)(ii)l
A portion of

that profit-sharing to the governments will be allocated to improving the distribution systems

necessary to distribute the food to rural populations. @
. @ 1o se@ E }
or &g

the rural population. The government will distribute the prodye

selfing it to others) through their community health sy,
( campaigns to promote breastfeeding in the fir
é accompanied by this nutritious food from six mo

» The company has agreed to form con

procurement of local maize a<:>be
in the

pers @‘g le to produce at the agreed quantity
and quality le ny wi @ ' rchase{gQ;Zl{b){ii)] or

d government offices to facilitate this process, including

import| 2
CHAI he er ngs with
Mini MOH},Ministry ricufture (MOA), Ministry of Industry (MOI), Ministry of Finance
¢ Develobmen ED) and the Privatization and Public Enterprises Supervising Authority
e %
Wio %
( @ IC and the government reached the initial agreement, CHAI has continued to facllitate the

@ fation between the two parties towards IV formation. In June 2014, the Government of Ethiopia

designated PPESA to lead the process on its behalf. Following this, CHAI was able to provide support to
the MOI technical team in defining the government’s equity stake and the equity stake of local partners;
identifying and assessing potential local partners; preparation and submission of legal documents for
company formation; submission of the business plan to PPESA; and facilitation of the first round of
negotiations on JV formation between PPESA and the IC partners. CHAI leadership held two meetings
with the Ethiopian Prime Minister to mobillze political support for JV formation and subsequent
program implementation. The negotiation will continue in 2015 and is expected to conclude at the end
of Q1 or early Q2, subject to the progress of the international negotiations to finalize formation of AIF.

In addition, CHAI has been working closely with PPESA, relevant regional bureaus, and the IC to facilitate
land acquisition and infrastructure development for factory construction, CHAI staff visited potential

! Note that the terms of the profit-sharing have been updated with the partners since the term sheets were signed.



sltes, evaluated the sites based on requirements set by the IC, and arranged field visits for designated
staff from the IC. CHAI also held a promising high-level meeting in with government officials
from the to initiate the process for establishing the second plant in Ethiopia.

Subsequently, the staff visited potential sites in F¥2®2)| and assessed the sites’ feasibility against the
infrastructure requirements for the new company (“NewCo").

CHAI arranged a high-level meeting between the IC and MOFED to facilitate discussions on significant
issues such . Discussions also took place between the IC and various government offices

and key partners (such as thels9(2)(ba) and Ethiojobs) on issues including precurement of
inputs, human resource availability for factory construction and operations, an j

3

onal HR
recruitment policy.
CHAI also held several discussions with WFP regarding potential pa Ip eir exper
o terms of procurement and distribution of food products,
productivi uality of the
strengthen cooperatives and facili
Milestones:

* CHAlc %ta Qanner cooperatives
. user ma % erative strengthening
oped a me;{f‘% hg model for Ethiopia
@ condycted.3 is of input access and post-harvest handling capacity

An -lt' 3\deyeluped and signed between CHAJ, the Federal Ministry of Agriculture, and the
Coop

2.3 Objective 3: Develop tools and systems to inc
smallholder farmers who will provide input crops t

srative Agency

% @ 33> Cooperative Strengthening
. nion selection process
sQZZjibai}

Approximately 32,500 to 44,500 smallholder farmers will be engaged in , providing maize
and soybeans for the first factory at initial production capacity o@m’ per year. In Ethiopia,
smallholder farmers are organized into primary cooperatives, which In turn form apex organizations
called unions, In m , there are 19 unions that are agro-ecologically fit for maize production.
CHAI has initiated engagement with 11 unions that are located at a favourable distance {250 to 516
kilometers) from the proposed factory sites in Addis Ababa. Seven of these 11 unions have experience
with forward contracts through the WFP’s Purchase for Progress (P4P) program and the Union
Federation. The remaining four unions are not currently engaged in the P4P program, but have strong
potential for contracting maize production. The Regional Cooperative Promotion Agency has
encouraged the program to bring in unians that do not currently have access to markets, in order to
spread the program’s benefits. However, including unions that are located far from Addis Ababa would



increase the cost of raw materials to the campany, which could in turn impact the affordability of the
FBF. The current list of partner unions represents a mix of experience levels, but with the common
attribute of all being located at a moderate distance from the capital.

The partner unions have been carefully selected using criteria developed with the Cooperative
Promotion Agency (see Annex B). NewCo will sign forward contracts with a subset of unions in advance
of each agricultural season, according to their crop procurement needs.

Due to limited market and extension services, soybean production is not highly ado
selected partner unions. However, soybean can play a critical role in cropping
rejuvenating soils through crop rotation. The project will pramote soybean

mong the

[#112]4{2

aize b
ich inclddg
intercropping of maize and soybean, in the selected areas to increase theffisomy bf smallholder a\g

and meet NewCo demand.
Capacity building of primary cooperatives

%;ected unions have
relatively strong management structures, jori jence managing forward
contracts and loans, and maintainin i
large set of primary cooperativ faps, seven have experience of forward

contract management with progra Q rther assess the unjons’ capacity in post-
L}

harvest quality manag to sypd 5 hevuecgssary volumes, and ability to aggregate crops ina

timely manner ¥ CHA| will 2 rce technical support where needed to strengthen the

unions’ fi 5@ nagemen q

%ﬁ primary cooperatives demonstrated a number of gaps, Leaders of
mited access to training on financial management, leadership and good

hey have often been trained on agronomy practices and sofl and water

angyommitment before moving forward, designing participatory action plans so that cooperatives
brack their own progress over time, This will further help to assist the cooperatives in linking to
sarvice providers and obtaining technical assistance in direct relation to their own self-assessments.

Furthermore, in collaboration with the Regional Cooperative Promotion Agency, CHAI has developed
user manuals on Financial Management, Cooperative Management, Good Governance, Agricultural
Marketing and Product Quality Management to improve the capacity of cooperative extension workers,
cooperative leaders, and union managers,

? A full report on the baseline data was included as an annex to CHAl's 2014 mid-year report. Copies are available
on request.
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2.3.2  Financing Mechanisms

Financial constraints

Currently, the m provides credit to the cooperative unions for agricultural
inputs, i.e. fertilizer and seed, backed by the credit guarantee of the Regional Bureaus of Agriculture.
The primary cooperatives in turn receive credit from the cooperative unions and sell the inputs to
farmers on a cash basis. The government is encouraging farmers to save money and cover their own
inputs instead of purchasing on credit. The CHAI baseline survey indicated that only 8% of the farmers
took loans for input purchases in the 2013-14 season.

The blanket input recommendations for maize are approximately 100 kilogr {kg/ha‘@ E >

application rates in the 2013-14 season were above 90 kg/ha fo of {a
i d

reported purchasing improved maize seeds. Despite jow in the
baseline survey indicates that maize farmers racognize t gngdare willing to
apply their own funds to purchase inputs whe 8 gwould give farmers
significantly more flexibility to invest in inpu iMprovad shinglogies. There is also room to
increase productivity by basing input ¢ en C pEs,
CHALI finanicial model @

alicing md ed to reduce the cost of capital, administrative

ocal bapkiqg Kartier(s), thereby reducing the interest rate charged to
orward ¢ NewCo, with repayment directly to the bank, reduce the
prograg:'s onge tension support for cooperatives both reduces the risk of a bad

istrative burden of managing loans. The IFC has agreed to provide the
erest rate to a local intermediary partner to launch a revolving loan fund,

articipate in the program under the proposed lending model. To identify potential partners, CHAI
conducted preliminary meetings with nine private and two public banks. These banks were selected on
the basis of experience in the banking business (at least four years' experience); experience in the
targeted intervention areas; and experience providing agricultural loans.

Currently, a small partion of bank portfolios is dedicated to agriculture, i.e. from 0.4 — 3% in private
banks and from 8 — 24% in public banks, Private banks have hesitated to build agricultural loan portfollos
because of the sector-specific risks, lack of insured collateral, and uncertain repayment capacity.
Nonetheless, four private banks — the m , the ,

59(2)@Wh[js9(2)(ba)) — have shown strong interest In seasonal and capital loans despite these
difficulties. These banks find access to foreign currency payments and loan guarantees attractive. The

banks see this project’s structure as a means to more safely reach a large number of clients, build local
banking business, and gain a relationship with NewCo.
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These four banks have experience working on similar initiatives with an international lender for the
honey, malt barley, and maize sectors. The banks are able to offer interest rates ranging frorn
depending on the loan type. However, they have provision for subsidized loans, e.g. in the P4P
program of the WFP, as low asPO00eor aorcultural output marketing. Among private banks, the
and fémare the strongest contenders for partnership in Oromia and
ions, respectively. Both have shown a high degree of flexibility and appetite for risk, having
issued collateral-free oans while other banks require a 100% guarantee. Most of the shareholders of
the @)_(T_a)! are cooperatives, and some unions are represented among
shareholders. These two banks also have the greatest experience with farmer financi i re viewed «

positively by other implementing partners for their flexibility.

Among the public banks with which CHA! met, the Sgiszaﬂ

(’ showed a strong interest in working with the preje
offers Enterest rates ranging from is_dedy

Nutrition Initiative. The 59(2)(ba)

bothiss(2)(ba) nd [59¢2) (b&ak :ons due iit s a @

the maize sector.

CHAl will pursue negotiatio

the selection of @%

|t the eeglp lt\/ in Ethiopla, Input packages and agronomic practices are not currently
d agro-ecological conditions. The Ministry of Agriculture has blanket input

for maize, as described above, and there is no cost-effective way for cooperatives to
cific input package recommendations based on local climatic and soil conditions, including
nutrient profiles, The Ministry of Agriculture is currently in the process of conducting soil mapping

nd developing tailored input packages, as discussed in more detail below.

According to the CHAI baseline study, the average input application rates were above 90 kg/ha for DAP
and Urea, and 80% of farmers used improved seeds, However, blanket application has not brought the
expected yleld improvements. While uptake s close ta the broad recommendations, it falls short in
those regions and soil-types that require higher inputs, Current application levels, alongside poor seed
quality, delayed planting, and inappropriate agricuitural practices, contribute to low yields of only 2.9
MT/ha for maize, instead of a potential 5-6 MT/ha. According to a recent International Fertilizer
Development Center assessment, the country must double its fertilizer use to meet the national Growth
and Transformation Plan {GTP) goals for crop production.

Soybean farmers make almost no investment into DAP, improved seeds, or rhizobium. Current soybean
ylelds average 1.3 MT/ha among pariner unions, far below potential ylelds,
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Post-harvest operations, including threshing, are also done manually or with wooden hand tools.
Without access to mechanized agricultural equipment like threshing machines or improved drying and
storage facilities, farmers will continue to face high post-harvest losses. As it stands, only 8% of farmer
report access to high-quality storage facilities.

Soil mapping and fertilizer recommendations

The ATA and the Ministry of Agriculture are In the process of conducting soil studies to determine site-
specific recommendations for inputs and agronomic practices. To date, soil fertility su
completed In 277 districts, out of a total of about 670 rural districts In the count
reach 501 districts by the end of July 2015, which presents a good opport
improved agricultural practices based on these new, site-specific reco

have been

iors A The soil

- and corresponding fertilizer recommendations have been com istricts,\ikclu
{ ) districts In . The Reglonal Bureau of Agric i fettilizer
formulas, each containing a nutrient mix adapted to specfi . CHAI plans

to work with the Reglonal Bureau of Agricultur part s have access to
these tailored input packages, and that fa

ormed, a9 enhefits and appropriate
application of these new fertilizer b T er wj eitaRén in collaboration with the
Agriculture Extension System,
Seed, rhizobium and o r@
i il rP d se(:adqh therinput that contributes to increased agricultural
ifgtto the b% ¥, 80% of farmers reported having purchased improved
a

2 201334 se ough anly 4% did so for soybean.

and Regional Seed Enterprises are the major public sector seed preducers
y distributing through the Bureau of Agriculture and Regional Cooperative

o deliver improved seed to the program. Both enterprises have a well-established contract
%\ ment for malze seed multiplication with smallholders and commercial farmers. Due to low market

: gemand for soybean, however, they have limited soybean seed as it requires prior contract agreement
for its production. CHAI will work to ensure the appropriate contracts are organized to ensure adequate
soybean seed for partner cooperatives.

There are two organic fertilizer producers in Ethiopia that can provide rhizobium bacteria: the public-
secter Ethiopian Soil Testing Center and the private Menagesha Biotech Industry PLC, Both organizations
have the necessary production capacity to work with the program. The price in the public sector is
partially subsidized by the government, and is therefore lower than the price in the private sector (US

13



2.3.4 Harvest / Post-Harvest Losses

With limited access to mechanized agricultural equipment like threshing machines and impraved drying
and storage facilities, farmers are facing estimated post-harvest losses of 30%, according to Ethiopia’s
Agriculture Sector Policy and Investmeant Framawork (2030-2020).

Harvesting practices

Farmers in the selected areas reported using a wide range of techniques to reduce post-hapvest losses at

different stages. These techniques include, but are not limited to, optimizing the ti esting to
reduce shattering of the grains; preparing a smooth, wide threshing ground s befgrs
use tr

storage; and preparing drying beds. To store maize, the majority of far e&g it
mud and straw structures. @ 5\?5

As indicated in the baseline survey, maize and soybean h »There is a
considerable amount of damage and ioss of th er post-harvest
operations, including threshing, are all done Y g abls. Such post-harvest

practices exacerbate crop losses by res
have limited access to mechanized
to high post-harvest losses,

and Wnseparated chaff. Farmers
b machines, which is contributing

]}malfho!der farmers have limited access to high-

ing machines, and therefore have few options except to
continy gsy.effective m ologies and practices. CHA! has developed a user manual

arvest gha %na ement, and will prepare for both farmer trainings and access to
supp ifiprove thelr post-harvest practices.
@ Surance

of surveyed coaperatives have storage facilities reported as being in excellent condition, and
% % of surveyed farmers reported accessing storage facilities that were in excellent condition. From

- ese data and the CHAI team’s observations, there is significant need for upgrading existing
infrastructure for post-harvest crop management, including threshers, dry sheds, pavement, and other
proper storage facilities. These investments will significantly reduce fosses and ensure farmers can meet
the manufacturing plant’s quality requirements. An assessment from local thresher machine producers
indicates that the total expected investment cost for threshing machines is under US $50,000.

In addition, out of the 804 primary cooperative leaders trained on different topics, only six leaders (1%)
reported being trained on quality assurance. This is likely because In the past, agricultural extension
workers placed a heavy emphasis on crop productivity, while post-harvest handling was neglected in
terms of resource allocation and organizational focus, These data are a good indication that cooperative
leaders do not have sufficient knowledge and ability to control the quality of the product both at
purchase and after purchase.

14



Once the selected cooperatives are engaged in forward contracts, CHAI will work with implementing
partners to assess each cooperative’s practices with regards to guality contro! procedures, and provide
concrete recommendations and tailored capacity building to the cooperatives to ensure the supply of
high-quality crops as per NewCo reguirements. in the meantime, CHAI has initiated collaboration with
the Maize Alliance members (described in further detail in the next section) to fill the gaps by aligning
strategy and resources.

2.3.5 Regional and national reviews

CHAI continues to engage with and work through the following stakeholders: % t@ «

Ministry of Agriculture and Federal Cooperative Agency

e 3nd the
sectors as

regional bureaus
conducted inf
discuss Ve,

aize Alliance was established to bolster and improve the maize sector. The Alliance members
Ude ATA, the WFP, the Federal Cooperative Agency, ACDIVOCA, Sasakawa Global 2000,
echnoServe, the Regional Cooperative Promotion Agencies of , and the Bureau of
Marketing and Cooperatives of CHAI will benefit from the experience of the Maize Alliance
partners In maize aggregation, post-harvest quality management, and pricing issues as program plans
develop.

2.4 Objective 4: Establish or strengthen supply chain systems to ensure product delivery across
target areas In Ethiopia, including delivery to remote and hard-to-reach areas

In 2014, CHAI identified and assessed potential supply chain channels for safe and efficient distribution
of nutrient-dense foods, with a focus on reaching rural and remote areas.

Milestones:
* CHAI conducted a rapid assessment of existing distribution systems
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* CHAl developed and shared a working document on distribution systems
» CHAlinitiated engagement regarding logistics and distribution with the WFP country office
* CHAIl assessed the local availability of packaging systems

Rapid assessment of distribution systems

Successful implementation of the Nutrition Initiative will depend on the availability of reliable and
efficient distribution systems for sustained and widespread delivery of FBF products to those in need. In
preparation for this, CHAI conducted a rapid assessment of the existing distribution systems in Ethiopia
with the goal of identifying suitable systems for FBF. CHAI carried out the assessment i t quarter
of 2014. The assessment involved reviewing the key distribution networks in the cotin erizi
the types of products that they transport, distribution facilities used, stora spart capagiti

and options for last mile distribution. Other issues relevant to distri%@iigfe d prod

product loss, temperature regulation, and inventary managemen !

team held key informant interviews with the staff ThepiRafic ; 2panies, as well
as health workers. CHAI visited regional distrikgtio gienal warehouses of the
ere interviewed including
managers of distribution compapie i embers of health development

in the country. CHAI ¥
throughout 201,
and distrib

relevant staff from the WFP country office
and share experience on logistics management

n and distribution agencles have been identified as potential

()
(EB(Z)(ba)?, [59(2)“)3)] (sQlZ)(ba})' ,and
ngest potential distribution channels are and WFP,

The WEP has extensive experience in distributing bulk products, including food commodities. The
organization also has large and standardized regional strategic stores. WFP’s distribution system is thus
another potential channel for food product distribution, especially for Productive Safety Net Program
(PSNP} populations and those who would be receiving the product for free, including refugees.

The other agencies assessed had limitations in reach that make them unlikely to be primary distribution
partners, but certain elements of their systems could be leveraged in support of the program's goals.
Ultimately a hybrid system may be developed to ensure that the distribution system meets the
program’s neads for uninterrupted access to FBF atim peccable quality levels,
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Woaorking document preparation

As a next step, details of the distribution strategic plan will be datermined in consultation with
government. CHAI has developed a draft action plan outlining the implementation process to facilitate
discussion. After working with the government to determine the appropriate distribution channel(s),
CHAI will support system strengthening to build the physical and managerial capacity for FBF product
management. The system will then be tested for its reliability, record-keeping, and guality control
before moving to full product roll-out.

Packaging assessment

Packaging is another key aspect of FBF production and distribution that require

general lack of local capacity to fully meet the requirement®
companies meeting the WFP quality criteria for pr
identified, they face significant challenges, inclydi

capacity. CHAI prepared a detailed repgrt_outlifing thése findi

factories, which has been shared wi artners.

2.5 Objective 5: Im ie% healt Sz; rive product uptake, ensure widespread
ehold : 3

@ﬁm implementation of nutrition public health program signed with

CHAI represented in key nutrition Technical Working Groups

@ + CHAl provided technical support to the national nutrition program
*+ Completion of branding exercise to inform brand name selection

MOU for public health program

The CHAI team held a series of consultations with the the aim of designing a strong public
health program to support the nutrition program. CHAI developed a draft MOU outlining the principles

discussed, and then shared the draft with the eedback. CHA! and the d the MOU

after the Mments had been incorporated, This key step will provide a framework for securing
government support and collaboration for implementation of the program. '
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Technical Working Group participation

CHAI supported the inter-ministerial Nutrition Technical Working Committes, the MOH-chaired
Technical Working Group, and the National Nutrition Coordinating Body during 2014. With fobbying and
support from CHAI, a number of ministries have assigned focal persons to the Steering Committee of the
Nutrition Technical Working Committee, raising political support for nutrition programming.
Throughout 2014, CHAI was also represented in a high-level Food Fortification Task Force. CHAI staff
have been participating and contributing to the monthly Nutrition Development Partners Forum
meetings and the PSNP Sacial Development Task Force, engagement which will pave the or smooth

implementation of the public health program. 3 ,\%:
Technical Support

nutrition TWG. Specificelly, CHAl provided direc
Breastfeeding Week, held in August 2014.

Branding exercise @\ ;
CHAI has also been invoiv 08 2ppr %%}} ames for the food products. The IC

commissioned the , globa ncy, to conduct an initlal branding exercise.
CHAI provided f@ e propos s and discussed the results with the IC marketing

team. Thisproc form deci on brand name selection and brand architecture during
2015,

@@ (&
@%
¢ @@@
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III.  Monitoring and Evaluation

Monitoring, evaluation and research are central to successful implementation of CHAV's nutrition
program. Several key M&E activities were carried out in 2014 to provide the necessary M&E support for
the program.

Milestones:
» CHAI developed a draft impact evaluation study protocol

*  Agricuitural baseline data collection supported @ «
* CHAlexplored the alignment of the program M&E plans withﬂ alfations @
Impact evaluation study design @@ \ ; -

CHAI conducted background work to design a robust
Ethiopia. The CHAl team held a number of meetingsai
stablish a8 parthership for a rigoroQiy, i
review of the literature, CHAI develo
study protocol. Additionally, C
process for study impleme

and articulation of h

finalization onc@% his have Hog
Baselj %‘%? %

led out g.ra activities to support the program. work streams during 2014. M&E
su was % o the agricuiture team during design and execution of the agriculture baseline

survey, cluded too] development, data collection, analysis, and report writing, CHAI also
updat Ogram’s results framewaork in line with the findings of the baseline survey and the iatest

@- Quction timelines. See Annex D for the updated resuits framework,

Aignment of M&E with existing systems

CHAI has been working with various stakeholders to explore the possibility of aligning the nutrition
program M&E with existing systems to minimize cost and avoid duplication of effarts. To this end,
several discussions were held with the PSNP team to examine the possibility of aligning the nutrition
program M&E with the PSNP evaluation framework. Discussions and document review revealed that
many of the Indicators needed for monitering and evaluation of the nutrition program are part of the

updated PSNP log frame, making integration feasible, These discussions will continue in early 2015
when the PSNP evaluation tools will be developed.

e oY these discussions and a
B Hfsdct evaluation and drafted a
ig€s to facilitate and accelerate the
he study budget, questionnaire design,
The study design will be ready for
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IV. Financial Report

STATEMENT OF EXPENDITURES
Submitted by Clinton Heolth Access Initiative {CHAI) to the Ministry of Foreign Affairs ond Trode, New Zealond
Reduclng Malnutritlon and Increasing Agrcultural Incomes, Africa- Ethlopla
fFor the Perlod 1 February 2014 - 31 Becember 2014
MFAT activity code: A11846-A01

Reporting Currency: USD
Bugget " AdualBxpenditure . %Budget

Cpentto Date .

EN R STTTTTTTTE L . -

DeslsnPham*".'--'".i"."?‘.‘.‘- R BT sEROEN L

Develop Proposal, Costed Workplan, Results Matrix - Ethiopia s s9(2){ba)|

Global Team Support
Indirect Costs
Subfotal: Deslgn Phose, .- . K /@

iiplementation in Ethiopsa: ..,

0Obj. 0.1: Local non-output specific costs
Obj. 0.2; Global non-output specific costs T \U/

ObJ. 1: Agricultural farmers cooperaﬁw{s&?&;&phe\m}!
Obj. 2! Financing mechanisms fprfag?ae}f

ObJ. 3: Access to agricultyra] if;éﬁ\q\mpﬁved /}{ (Q\_\“ 0%
ObJ. 45 Hawestar;d«ppsthi‘fyétfussé are redghéq W\/
Ob}. 5: Reg;naﬂe@él}évi'pf; undertabm( \N\\§

Sub:a;crj}n‘gféqmﬁg%ﬁ?: Ethlopld -\, \\\\/

SOTAL CaST o Co il Lo 3B
N
Arre % fe design phase funding for Ethiopia was fully spent between February and April

aligned with the expected budget across cost categories. Spending during the
gn phase, running from May to December 2014, was significantly lower than budget (33%).
spend was due to the delayed start of project activities, pending the finalization of the joint
re agreements between the IC and the Government of Ethioplia. The process of legal formation of
the international holding company, which will represent the investors in the local joint venture desl, has
proved much lengthier than anticipated, As the joint venture’s forward contracts with farmers underpin
the agricultural strengthening work which CHAI will undertake, this has slowed down project
implementation and therefore spending against the anticipated budget.

111

Iy

Within the implementation phase budget, approximately half of the anticlpated budget for local non-
output specific costs was spent in 2014, representing staffing, vehicles, and office costs applied to
preparatory work across program objectives. The budget for global non-output specific costs was fulty
spent, since this objective category includes heavy global team support — both staff time and travel — for
project planning in Ethiopia.  Objective-specific spending was concentrated in cooperative
strengthening, which includes baseline survey costs, and the development of the farmer financing
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model, which has entailed engagement with national and regional financial institutions. Light costs
were incurred in working with government stakeholders to prepare for the project,

e K
¢ @@@ﬁ@@%
e

O o
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Annex B - Cooperative Selection Criteria

Criteria for partner union selection:
* Geographic areas suitable for maize: The targeted districts are within a geographic area
identified as suitable for maize production by the regional government and other actors
» Potential crop supply: The unlons are able to supply large quantities of raw materials sourced
from member farmers
*  Previous business experience and loan repayment by unions: The unions hav

eaxperience of
forward contracts over the past two years and have maintained high fulfill :?

* Low default rate; Unions have demonstrated the capacity to repay lo @
*  Proximity to infrastructure facilities: Infrastructure facilities include 2%& ephones, o
e * Concentration of partner unjons: Most of the unions are jacent Fl lowing Tor
{7 cost-effective service delivery and program monitoring
* Distances from the anticipated market (NewC
proposed NewCo factary site(s)

AV @ v
N @@&
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Annex C - Updated Results I':‘ramework

Production Metrics and Targets

: . . Targets : oL
2014 2015 2016 2017
dﬁ%ﬁiﬁ%‘%&%ﬁﬁ@ﬁmﬁﬁ%“ N &
Tos O LY
s g :

TEGIAToTy oD AT oValE Achiead

Sahd Bateh testng

Marketing, Soles aned Distribut i d Tar,
/] 16

A e T T & U AR S TR O%, “é‘h"d“p”?’é‘ﬁ'r’éd%’iﬁﬁﬁh‘}m‘ﬁ*&“f%?%"ﬁz?’*‘?“%%. ]

S 1EY] = 3 - j .
§2)SEE0y ISt aB IS Recht \SErVA Dens E'3&1’&"’5’1‘\&7"Efé’éﬁfr"ui:’?éff‘c’_:“i‘,d?c"ﬁé“ﬁr,"’ﬂi‘iEF-;‘f-fl(;'.’.'f. e
i : " - q - Q4 — - Xy
EINERH eloEAaTYe ”QHI&EW&?E&IyéEﬂ"é";HIs “r’ili‘ﬁ‘ﬂéﬁ""p‘éiﬁt"s'jfﬁ’ﬁtﬁé”iﬁfﬁ_’dﬁ”éﬁ.‘-’i’ s S R

L |

R OUtS AL AXEd ISt UO N B oTE
Fa NS Ot eSO RS Traim e

H ”;E'éi’i’:""gftﬁﬁ'éj_’&ﬁtarget SitésTeached with complementary. fesding an brés , 0 3
t - - 23% 50%
9(2Y¥(ba Fies f

LS T T
e b R

wr«pmccumrynrwaa.ncorﬁw-u‘fsannonw;p
f - [ 16.4;2.4;0.1; 0.1 | 35;10.9; 0.3;

SD) ber markét‘&-.WFP}"iﬁi‘éb“t:ﬁ“t?}ﬁi":}a‘r’a'lf in ’Eb’ﬁﬁ_t"rfﬁ’f%?h“r’ﬁ"é’r.?;fEE&?WFE‘E?@“&EE:‘_ TS
- $1,328; $1,245; $1,082; $1,081;
$3,000; $2,700 $3,000; $2,700

An appropriate replacement will be determined through
distribution planning sessions in 2015,
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Targets

ra.‘f‘-e'.n A LY (D'S-ﬁ*}wnmm-. i Chpiibe e |

2015
Sniies. PR MarKet: WER; [ E0antry o Taia LI coUntA S UrBan: RORCY

59(2) (bY(in)

2016
LB O Stn ted hIIHTEns 6523 MORthe; aMORE BOGTesT/ oSt VUlR:
LYo
dehildren; 623 TRORtRS: ATONE POOT ceL/ s L UIABrabIE s

T T T TR

23 monthstats

o A We phE GFEry G

P9 teduction

4);Eronn i <15 monts NS Gre3s Tl
| E6RE ) - - <\\>
Aariculture Improvement Metrics and Féraels

4t
295%

) I BATtRE COBPaTativass Ty R N Ly
No change 3.1 MT/ha maize
1.6 MT/ha soybean

=

T e T A S T T S P e

{ 30,000 65,000
iiesticallyiR; R R i O R i VR L g
50% | 60%
iy :by partnsr eratives mesting qus ity stariddrds foF Seceptance at factoryy ..
- | [- I'80%
ge ann BrOBra. it g SEY

niélincome per Fifmer involved i i4 the progra it
- [ - | 10%
Note: These indicators are intended to reflect CHAl's goals under both the Evtsza).and the MFAT grants.
Th rant currently runs through 2016, while the MFAT grant runs through 2017.
s9(2)(ba)|

“This language is being updated to align with DFID framework. The Impact measurements will be tracked within
the poorest / most vulnerable groups that will receive fully subsidized product from the gavernment.

*This indicator has been changed from 0-6 months to 12-15 months, in order to measure the prevalence of
continued breastfeeding rather than exclusive breastfeeding. This is intended to track whether there js any change
in continued breastfeeding rates when an improved complementary food is introduced and promoted,

5This indicator is being added to ensure alignment between the BEwTand MFAT results frameworks.

A number of Indicators, including this one, have been upda track percentages, in order to reduce the
number of updates that are needed as production and distribution schedules are refined.

% This is a new indieator to replace the indicators on post-harvest losses and aflatoxin levels, The quality standards
relate to moisture content and aflatoxin levels, so this should capture the impact of post-harvest services in a more
directly measurable way than the original indicators.
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Executive Summary

in 2014 CHAI made significant progress on the Nutrition Initiative in Rwanda. The global stakeholder
negotiations to set up joint ventures for the production of nutrient-dense foods progressed
considerably, and the Government of Rwanda signed the legal agreement to form the joint venture at
the end of the year. While the negotiation process has taken longer than expected and construction
timelines are delayed, progress has been made in parallel towards construction designs and
implementation and distribution design and strengthening, so next steps should progress ¢
2013. Product launch is now anticipated in Rwanda in early 2016,

CHAI undertook targeted product development activities durlng 2014, ﬁrst&% essment@ S 5

Pregnant and lactating women’s (PLW) food preferences, and secon

e Hezlth {MoH} to lay out camplementary feeding guldelines that s
( food {FBF) formulation. The PLW assessment reviewed t

i

porridge with other household mermbers, parti . : ihg
increase costs and dilute benefit to PLW, C@ Ider|
g eyed wlremindifated, would be less likely ta be
shared. Additionally, CHAl undg arket rese
attributes for a complement pong wo@ Rileh®n six months to two years of age.
durin ;
gﬁe ancing, and inputs, In partnership with the Ministry of

CHAI began agriculfiira
than 12,00 ar@
Agric %? wanda Agri | Board, CHAI identified a set of cooperatives in the Eastern
izft prody qu
i

g'ﬁ) gtgntial to contract with the Rwanda factory for more than 10,000 metric
100s0 ze. CHA ith the International Finance Corporation (IFC} to identify an intermediary
finaricing 5O(2) (b il » to provide loans to partner cooperatives and facilitate

in 2014-15 season (“Season A”), supporting more

inpy dkalso contracted the Rwanda Development Organization (RDO), an experienced local

: e provide extension support to farmers in the partner cooperatives, and worked with external

Q @ rs, including the New Zealand Ministry of Foreign Affairs and Trade (MFAT), to organize technical
é% dpport for RDO.

At the request of the government, in the last quarter of 2014, CHAl undertook a distribution assessment
identifying potential distribution scenarios and providing cost estimates of the likely investment and
running costs to support FBF distribution under each scenario, This assessment will be used to select an
optimal scenario and plan distribution channels in early 2015,

CHAl initiated program evaluation activities in 2014, collecting baseline data on agricultural indicators
and enrolling children into a cohort study for baseline data collection prior to product laurch, In
collaboration with the MoH, a team of CHAI data coliectors enrolled more than 600 children, performing
initial household surveys and collecting anthropometric indicators. This cohort will be followed for 15-
18 months, and will serve as a comparison group for a second cohort of children enrolled after product
launch and measured for their level of FBE intake.



1. Update on Global Program Progress

The global stakeholder negotiations to launch local joint ventures for the production of nutrient-dense
foods for infants and PLW saw significant progress during 2014, The International Consortium {“IC") of
investors, consisting of DSM, the International Finance Corporation (I£C), and
( ), officlally voted and agreed to fund the first phase of factories in Rwanda and Ethiopia. CHAI
provided heavy support throughout the negotiations, facilitating discussions between the partners and
ensuring that ail agreements reflected the initiative’s core goal of reducing undernutfition. The
commitment to each factory represents approximately US mitfiomrofinvestrment iy 7

capital}, of which roughly[s9(2}(b) (i) . qehBe eq».@

stakeholders in the IC. IFC will provide the debt,

model for the joint ventures, supported by CHAI, indicating tories ca @r

sustainably with conservative assumptions for sales . gis. CH 5jlitated/Wegotiations with
m @ '@ d’data fram multiple in-
country and global sources to verify input.gost Siihv avily in market research in
the region over the course of th - rethatt : ions in the business model were

)

realistic. CHAI ensured that

keep production costs | itat€ affordah
in Q1 2015, thg'} i@z}@{y for ni% ational holding corporation, Africa Improved Foods Ltd,
(“NIFY), t\@

t

wi e majori in each local joint venture. The Governments of Ethiopia and
C have Gigned sheets detailing the terms of the local joint venture deals. In
developed into a full legal agreement with support from a pro bono
. The Government of Rwanda has signed the legal agreement, and AIF has
onclusion of the other pending IC agreements. Importantly, the agreements

profit-sharing model, developed by CHAI, wh%ch
to offset the cost of subsidized

é\ ct access for poor households.

The IC partners have a construction team in place that has finalized the engineering and design plans for
the factories, The team has pre-selected construction agencies and agreed on equipment plans with

The factories will be identical in design, allowing the same plans to be used in each location.
The factory site has been selected in Rwanda, and an environmental impact assessment has been
completed with no reservations identified. CHAI has helped to identify two sites that are being
considered for the first factory in Ethiopia, both in Industrial and commercial areas where environmental
impact will be limited,

CHAL finalized the purchase agreement with the World Food Program {WFP) during 2014, guaranteeing
off-take of f RO etric tans (MT) of SuperCereal Plus per factory per year, The pricing for the WFP

purchases will bels9(2)(b)(ii}




This agreement

allows for the joint ventures to realize a profit while generating savings for WFP relative to their current
costs. Alongside its benefits for the Nutrition Initiative in Ethiopia and Rwanda, this arrangement will
allow WFP to expand access to SuperCereal Plus within its target populations in refugee camps and
emergency seftings, as well as significantly expand WFP's current programming to combat chronie
malnutritien across several partner countries.

While the global stakeholder negotiations have now conciuded, the process of setting up the legal
agreements between the [C partners, and finalizing negotiations with the Government o
significantly longer than originally anticipated. These delays have pushed b
construction and production timelines, with product launch now anticip

international holding company formed and the agreement finalized in{;g;a:

finalizing the agreements in Ethiopia and proceeding with constructi

s
T



IL.  Progress on Grant Objectives in Rwanda

2,1 Objective 1: Develop a suite of food praducts, suited to local tastes, to provide compfete nutrient
solutions to pregnant and Jactating women (PLW) and young children

Developing successful, palatable, and nutritious products requires understanding the context-specific
preferences of PLW and young children. These preferences must be accounted for In product design and

aligned to local guidelines and regulatory frameworks. To this end, CHAI carried out umber of
activities over the course of 2014 towards developing a suite of FBF products in R ilestones
included: @
* CHAl compieted an assessment of PLW’s food preferences O
» The Government of Rwanda adopted complementary f es alig the FBF
product formulation
* CHAI registered the product category for the. arranged a %@rcess for specific
product registrations @
n

mix of urban and eyyal lsBt)
for the product,

appro Ypes
@\} e coming

Tha_project 6 |

esigned to capture diversity across agricultural zones, which are roughly equivalent to
regions (Northern, Eastern, Southern, and Western); income levels (divided into low-,

product types were tested: porridge, a drink mix, and an energy bar.

During the first phase of work, in-depth interviews were conducted with PLW in rural and urban areas.
The purpose of these interviews was to undersiand women’s “need state” during pregnancy and
lactation, and ask open-ended questions about preferred foods and the proposed product types. The
team also spoke with other “Influencers” of behavior at each site, including health care workers,

husbands, community leaders, and motherssg Iharsih-law.

During the second phase of work, teams brought together consumer groups consisting of 6-10 women
for focus group discussions. These consumer groups were divided into pregnant women and lactating

* The Ubudehe system Is a means of classifylng Rwandzn househelds accordlng to thelr [evel of access to resources, and
providing soclal support for households In need, There are currently sik tlers or income levels within the Ubudehe system.



women, and further divided by varying income levels {low, middle, high} and rural versus urban areas.

The third phase of work involved direct observations conducted at the household leve) for PLW in rural
and urban areas. PLW were interviewed and observed in their home as they prepared food throughout
the day. This phase was intended to complement the in-depth interviews and focus group discussions by
triangulating the findings, to ensure that what was being reported by the women about their eating
habits and daily life was accurate. During this last round, an additional product type, namely porridge
with micronutrient sprinkles, was introduced into the assessment, and so all data on the porridge with
sprinkles are drawn from discussions during home observations.

The porridge proved to be the most familiar product of the samples tes h@ 3 ;

P regular porridge. Women consistently reported that the porrid
( products to be shared, and the fact that the women could po[Tidge by
atlding water or flour was appealing. The porridge with ltevad to be
nutritious, however a few women complaired t ¢ as undesirable,

Some women favored the energy bar due to 1 ' Sught that it would not

provide enough energy to get throug day, ='Was too hard to consume. The
drink mix was the least preferred.prad galse wome g [ger of clean water availability and the
distinct smell of milk, whic heéliéved-fo be irsbte Ybr some. The drink mix is also undesirable
due to the fact that it i8s a 5{@;} reast mitk ameng children below six months of
age, which wou@) happropt % dpeténtially harmful use of the product.

PLW corSistetly \oditated that icivfal product would be less likely to be shared than a food

'%g%

%ﬂ: of Rwandg complementary feeding guidelines

(

é% January 2014, the Government of Rwanda released a set of complementary feeding guidelines for
infants and young children.2 CHAI provided technical assistance for the development of the guidelines,
identifying appropriate academic sources for the document and organizing reviews by the relevant
technical committees in-country. The resulting guidelines align with the product formulation proposed
by CHAl and partners, and will ensure that the development of the FBF will be dane according to local
standards and practices. The following recommendations are included in the guidelines:

* Breast milk is the ideal food for infants from 0-6 months of age, and continues to be a rich
source of nutrients through two years of age. Therefore the MoH continues to advocate and

* The full guidelines are available on request,



~~

promote exclusive breastfeeding in the first six months and continued breastfeeding throughout
the first twe years..

e Meeting nutrient needs between the ages of 6-23 months requires breastfeeding combined
with frequent feeding of energy- and nutrient-dense focds. Complementary foods must provide
sufficlent levels of energy, protelns, fats, and micronutrients.? The WHO defines complementary
foods to include those that are manufactured or locally prepared, suitable as a complement to
breast milk or a breast-milk substitute when either bacomes insufficlent to satisfy the nutritional
requirements of the infant.*

* A plant-source based diet with few animal-source and/or fortified foods, whic prevalent
diet of Rwandan families, is unlikely to meet the requirements of these
ability to increase consumption of these foods is limited by availapbil]
many Rwandan families. Household food insecurity, resulting
the lean months leading up to harvest time, lack of food

ZAV

infant during this critical period of growth an = (i)

* For Rwandan infants between the P %
breastfeeding complemented b i ; uct that fully meets the
nutritional needs of a 6-2 e e annexes to the guidelines. The
recommended solutien\j raption by infants and for short-term
catastraphic situat j : ption to prevent and/or treat moderate

i f%bof the complementary feeding guidelines, CHAI completed the
Re>FBF product eategory. This was a tengthy process, and with this step
product registrations will move forward much more quickly.

? pan American Health Qrganization (PAHO} /World Health Organlzation {WHO). 2004, Guiding principles for complementary
JSeeding of the brecstfed child,

“World Health Organization (WHO), 2013, Essential Nutrition Actions: Improving maternal, newborn, infont ond young child
health and nutrition,



22 Objective 2: Create joint ventures or other cooperative business arrangernents to produce the
suite of nutritious products at impeccable quality standards

The negotiations between the Government of Rwanda and the international consortium (IC) of investors

made substantial progress during 2014, culminating in the signature of the joint venture agreement by the
government at the end of the year,

Milestones:

» CHAl-supported business model was developed and approved by investors
* The Government of Rwanda and the IC negotiated and signed a term she
parameters of the joint venture, with CHAl support

«  Factory site was selected for construction and environmental i a
s « The Government of Rwanda signed the legal joint verture@gfeerdn

Business model approved

The CHAI team collected and analyzed inputs 33

Rwandan and global data sources to

during 2014, utilizing
nput costs and production
arket research to vet the sales

aelf of the IC partners and the IFC Credit Committee,
e tirst phase of factories to move forward.

Key points agreed upon in the term sheets include;

s The government has committed to purchase fortified complementary food for infants from the
factory ‘for at least five years, targeted fc_ur distribution to the most V?Enerable parts of th.e @)@
populations. The government has committed to purchase US ﬁﬁlhcn"m
intended to represent volumes sufficient to feed all infants whose families fall within the first
two tiers of the Ubudehe social support system, representing the lowest-income households.



C
C

. Esgfziibai

to help subsidize purchase of the food for the poorest Rwandan

children and mothers.*[59(2)(b)(i)

[sQZZiibﬂiéﬂ - A portion of that

profit-sharing to the governments will be allocated to improving the distribution systems

necessary to distribute the food to rural populations.

. B92)B))

to serve
the rural population. The government will distribute the product (for free to B ecple and
selling it to others) through their community health systems and will con ic health

campaigns to promote breastfeeding in the first six months &ﬁ gastfeed
e

@@7@%@@

lands ruction
injtiglly reviewing land sites in the Eastern Region where the maize and soybean inputs will he
» the IC parthers and the government agreed on a construction site in an industrial zone just
tside of the capital, Kigali. With a strong road network providing flinkages with the Eastern Region, the

crops can easily be brought in from the fields, and locating the factory in Kigali should facilitate
recruitment of the human resources needed to manage production.

E9(2)(ba)

The site has the necessary space and infrastructure connections to support the factory at both
initial and expanded production capacities. An environmental impact assessment has been completed
at the proposed site and no significant concerns were flagged. Once established, NewCo will put in

® Note that the terms of the profit-sharing have been updated with the partners since the term shests were signed.
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place environmental management protocols to minimize any adverse impacts, with oversight from the
government and the IC partners,

Legal joint venture agreement sighed

The CHAI tearm worked throughout 2014 to facilitate negotlations between the IC partners and the
Government of Rwanda, in order to move from the term sheet signatures to the legal agreement to
launch the Rwanda-based joint venture. The Rwanda Development Board and the Ministry of
Agriculture (MINAGR!) jointly managed the negotiations on behalf of the government,while the IC
partners were represented by teams from DSM and HAE provided support

solutions. While the process of reaching an agreement proved time-con
fig\eg offon by th@\IC
i

hon

once the international holding company, Africa Improved Food

Elally i i
2.3 Objective 3: Develop tools and systems roducvvi@ quality of the
ihi

i
smalihalder farmers who wiil provide input cropstot od pro io@‘%}
During 2014, CHAl Initiated agf étctlvitles } smaltholder farmers in partnar
cooperatives in the Easter@ RWanda, gzﬁ r  quantities for the main 2014-15 season
("Season A”) were ew@;b ewC @ ufal plans were mapped out in detail at g multi-
oqé Id

stakeholder Pr

ning in May 2014,

‘ eted and baseline agricultural data collected
ini

tiated through contract with the Rwanda Development Organization
atgssistance plans for cooperative strengthening laid out with partners

of financing model finalized and due diligence completed with local bank

nput procurement for partner cooperatives facilitated with MINAGR] support

11
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23.1 CooperativeStrengthening

Coaperative selection

CHAIl worked with MINAGRI and the WFP, two of the largest institutional buyers in Rwanda, to develop a
set of selection criteria for partner cooperatives (see Annex B). Once these eriteria were developed,
CHAl began a comprehensive selection process by working with the Rwanda Agricultural Board (RAB),
the Rwanda Cooperative Agency (RCA), and local government officials, among others, to create a list of
all the cooperatives currently involved in maize and soybean production in the Eastern Pr
visited a shortlisted set of cooperatives to collect more detailed fleld data on each

eria. The ’/,’\3
list was then refined with the guidance of MINAGRI, RAB, the RCA and local gov;
A subset of these cooperatives was selected for production in the 20 ﬁw,
afze 50 f

crop demands. Initial procurement expectations were for 10,809
soybeans. Ultimately, delays procuring soybean seed — alons

ith ! retice :K‘ saybean
during the traditional growing season for malze — led the 5 p0-€nter inp % ; T maize only.

This arrangement [59(2)(b) (i)
represented the first case of forward : B usew and entailed close collaboration

between CHAI, the governmen ut the appropriate terms in place.
After negotiations, pricing Was-Sahats2023(b) (ij pesKilogram of maize delivered to the factory

and meeting the set q sPRndards.
Baseline da
The € cted haseline i March and April of 2014 on key agricultural indicators, such as
]
e

laftisty omes, cess to financing, inputs, and post-harvest services.® A tota] of 298
fa hers and re included in the assessment. Maize samples were taken for aflatoxin
testing | b with the Rwanda Bureau of Standards. While the baseline survey showed

puts, which can result from inadequate extension support.  Aflatoxin levels were extremely jow,

t use among maize farmers, maize yields were considerably lower than expected, at

tons per hectare (MT/ha). This could be explained by inappropriate selection or application

th only three samples registering any aflatoxins, and all of these falling within the required quality
levels for NewCo procurement.

Extension contract initiated

During the first half of 2014, CHAI met with 2 number of local service providers to understand each
group’s interest in and capacity to provide support to the farmers through this program. The Rwanda
Development Organization (RDO} was recommended to CHAi m as the largest, most
experienced and most effective extension service provider in the Fastern Province. In July, CHAI signed

5 A full report on the baseline data was Included as an annex to CHAI's 2014 mid-year report. Copies are available
on request.
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a contract with RDO for extension support for Season A.  The contract with RDO lays out the following
seven key deliverables:

*  Build capacity of farmer-based extension system

¢ Traln and monitor farmers who are members of the 11 selected cooperatives in identified Good
Agricultural Practices, with the goal of increasing vields to at least 3.5 MT/ha of quality
marketable maize and 1.7 MT/ha of quality marketable sova for the coming season

*  Strengthen the capacity of the selected cooperatives

¢ Monitor input distribution

* Support cooperatives and members to access affordable financing @
* Build capacity of farmers on post-harvest handling technofogy
s Support cooperatives in delivering on forward contracts
In order to deliver on these goals, RDO hired an additional @%ﬁon off icated to
0 isor,

supporting the CHAI partner cooperatives, as well as ap-&
work through the existing cooperative structure to.re

of farmer groups who then pass on extensieh s
improved agricultural techniques reac §12,
£

ers. This training on
e table below. More than
en, These same farmers were
g section, which facilitated access to

5,000 of the farmers supported | Jjust over
reached with the financin ted jn-t
improved seeds and feptil]

<

ha& ed an initial round of tapacity-bullding trainings with

he leaders’ organizational and managerial skills to enable

nd moklize far, T keep proper records; and manage the respactive cooperatives

i e and efficient manner, Six cooperative capacity-building iraining
ted-involving 135 leaders (41 women and 94 men).

Tab cessing improved agricultural technologies through CHAI program in 2014
RSp\EEe}a}ive Name Registered members Affiliates Total - By Gender
o Female | Male Female | Male Fernale Male Total
2)(b)(ii 464 619 0 0 464 619 | 1,083
162 568 0 0 162 568 720
104 168 0 0 104 169 273
413 341 0 0 413 341 754
1,521 2,100 ¢ it 1,521 2,100 3,621
387 924 ) 0 887 924 1,811
17 97 183 215 200 312 512
183 221 145 i71 328 392 720
521 978 485 745 1,006 1,723 2,729
LTutal 4,272 6,017 813 1,131 5,085 7,148 12,233

i3



The extension services provided by RDO are tailored
to address the gaps identified during CHAl's initial
consultations with the partner cooperatives, as well
as those identified by the baseline survey, The
baseline indicated that a Jack of technical farming
skills led to inadequate application of fertilizers and
seeds; Improper spacing; and weeding, harvest and
post-harvest inefficiencies; all contributing to low
praductivity, So far, monitoring reparts indicate that
farmers’ skills have increased and production is
expected to be high due to the extension support,
This can be ilustrated by the picture the right,
showing well-developed maize with two cobs on one stalk, whic
of these efforts in terms of crop yields and any changes |
2015 through surveys of farmers and cooperative [ea

Technical assistance plans developed with pasfher.

During the last quarter of 2014,
assistance plans to support
November, CHAI hoste

s, and pe gap assessment. This gap assessment was then mapped to

eREHIS, in ordet to identify the activities that could have the greatest impact on
% hening efforts.

FAT developed a work plan that focuses on the core objective of ensuring that
officers have the appropriate skills and training materials to effectively and efficlently
1s in good agricultural practices for production and post-harvest management of maize and

wean, This objective will be achieved through: a structured training program for extension officers,
Beused on Improving the extension officers’ skills in training farmer facilitators and farmer group
leaders, inciuding adult education techniques; the development of an extension management manual
for extension officers; and the development of farmer-friendly extension materials that farmer
facilitators and farmer group leaders can use to cohvey information o farmers on recommended
agricultural practices. This focus on farmer training will strengthen a key component of the overall
program, namely the effectiveness of the RDO extension support, by leveraging an area of New Zealand
expertise,

In addition to the MFAT suppaort, the CHAI team has been in discussions with the IFC regarding technical
assistance for the partner cooperatives, To ensure complementarity of these efforts, CHAI facilitated a
meeting between the visiting MFAT team and the IFC's Rwanda office in November 2014, In line with
thelr organizational strengths, the IFC will be providing technical assistance for cooperative
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management and governance, as well as irrigation technologies. The IFC will initiate the former work
stream through assessments of cooperative management capacity in collaboration with '
an independent rating agency that assesses the business potential of farmer organizations, in the first
quarter of 2015. These assessments will be used to target technical assistance for partner caoperatives
over the coming years. The irrigation technology support will be initiated through pilots, which will then
be evaluated for yield improvernents and expanded as needed. The IFC s considering a particular focus

on “supplementary irrigation,” which is used only when rains fail, to avoid worst-case scenario drought
impacts,

2.3.2  Financing Mechanisms

Farmer financing model finalized

'8 During the first half of 2014, CHAI developed 2 financing modal ¢
( the needs of partner cooperatives in Rwanda. As illustrate
farmers’ input needs and operational costs, while mipim
cooperatives to access loans at interest rates belo R
rates of 20-25%. The rates are sustainable for I
structured to reduce the intermedia nder's—cost of

re 1; Sample Seasonal Loan Structure

fah:p!e Seasonal Loan Structure:

]

-3 Lodal Bank T,

- loanre UL nh ae YN mnputs
ratives under the payment ‘-?3 “Lloan |
the major banks and . / FarmiOps & 5 :
S in Rwanda were reviewed, ﬁi.__ 2 Incomé Loan : ;
s .._:“\\ 1 T B
partners were shortlisted and | procgssing s : + inpig -
VAT Y f PR i
(' give presentations. Two of the most | . Plint.; Agreed 1 Vs‘up%lzers_-
h 7 ] (¥4
sted and qualified banks were then engaged in 1 f;;;e\"‘ fess i H
| 1
i; ihal negotiations. : i /
s9{2)(b){ii was selected, having offered the lowest Harvegf\\ U436 /"!nputs

annual interest rate for the cooperatives at  and 3 CﬁﬁﬂE{aﬁVﬁf -
having agreed to accept the forward contracts as —

collateral. m m

Following the selection of as the intermedlary bank, a negotiation and due diligence process hegan
between the IFC and - CRAI assisted in driving forward this process, including defining contract
erms, assisting with due diligence requests from the IFC, providing IFC contextual information on
Rwandan agriculture, and facilitating coordinating calls between banks. In parallel, CHAl worked with

to make loans available for cooperatives in Season A.

5952 )g b)(ii )l
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Due diligence completed with caoperatives
|_,_is9 (2X(b){ii

Having selected as the local intermediary institution, CHAI supported cooperatives with the due
diligence processes required hy and the IFC to initiate loans to the partner cooperatives in the third
quarter of 2014, CHAl worked with cooperative leaders to produce the financial and organizational
information to secure loans, and facilitated negotiations when the bank had questions or concerns
about lending to any particular group. This support allowed the due diligence processes to progress
rapidly and ensured that loans were available for the first fand preparation and planting payments in
September 2014, as discussed in more detail below. CHALI also supported IFC throughoutfie

securing full internal IFC approvals to initiate leans, providing inputs during each ro (laws of the

project. CHA! continued to facilitate lending through the end of 2014, m ambdlances
bank charges, while also validating cooperative requests for additio -6 0z W i
included loans for weeding and crop guarding in October, and ha'on oansin Becempef.
2.3.3  Access to Inputs @
Procurement planning meeting 3 ;
d to orga

In May 2014, CHAI worked with @ ~chalr a pracurement planning
A, The fudb

meeting and map detajled pi & meeting was to bring together key

s
stakeholders from NewCo enta 3 lish clear timelines and responsibifities to
ove f qoethly. The stakeholders included NewCo's investors,
i d seed companies. Over the course of two days,
8

ensure crep procu

MINAGRI, RCA, b
stakeh i detailed % 0 procure inputs, support partner cooperatives during land
p planti rovidevextension services, and then ultimately source crops at the

This e ted the broadest coordinated process to be organized in advance of a growing
u

Iy>align agricultural input sourcing, farmer financing, and crop procurement volumes, This
ination proved critical to the execution of project activitles throughout the season. CHAI followed
1th each partner to support MINAGR! with the execution of the resulting plan, ensuring that all of
the inputs were ordered and delivered on time, The group established an ONEoing Procurement
Planning Committee, which wili convene in advance of each season to conduet a similar planning
pracess. MINAGRI has indicated that this process has provided a valuable model for connecting
agricultural development with local food processors, and may be taken up with other partners.

Quantification of input requirements

CHAI developed and maintained a working model of Input costs and guantities, In order to inform the
total amounts required for farmer financing, With crop volumes confirmed by NewCo following the July
2014 procurement planning meeting, the model was refined to provide the quantification of inputs for
the requisite quantities of maize (and initially soybeans) for Season A. The fertilizer and seed quantities
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were then shared with input suppliers in order to plan for and then complete the necessary
procurements, The farmer financing model was built aut with conservative vield assumptions in order
1o ensure that the loans would he repaid while ailowing for profitable crop sales by the cooperatives,

Input procurement with MINAGRI backing

With NewCo not yet incorporated at the time when inputs were needed for the 2014-15 season, CHAI
facilitated an arrangement whereby 59753(ha . This

supportm was essential in providing the necessary confidence to input supp%rs to mave

forward with deliveries to the partner cooperatives, $9§2E§ba ii g

seeds were delivered to partijs

for the rains, which began in September 2014. To ensure farmer% 4pg
RBO officers worked with farmer field promoters, fasj
supervise the application within small groups of 20-

CHAI also facilitated mechanized land pre
secondary tillage. Working closely wi

completion of work and re

therefore drought ¢ & @
234 n.r @

% %an ity %nykte for post-harvest practices

DuXipg the b

@% bey tonducted in March and April of 2014, CHAI assessed the current status of
) Sgg} Cture, in order to tailor plans for jts support and strengthening. As shown in the
Nfarmers reported a high leval of access to dry sheds and storage facilities. However, the
these facilities was a concern, with nearly half of farmers reporing these dry sheds and
ge facilities as being in “poor” condition. Only 59% of farmers reported access to pavement for

threshing, with quality again proving a concern. Poor-quality infrastructure is likely contributing to post-
harvest losses and reducing the quality of the craps marketed by cooperatives. :

Table 2; Reported quality of post-harvest infrastructure in 2014 baseline survey

infrastructure % Access
}p’ﬁiﬁ‘é"‘s%‘aﬁ“‘-‘ﬁ“}?s%* £

Sto?gge facHity

[ Pavement
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s9(2)(b)(il

In order to address the challenges raised in the baseline survey, the CHAI team workeX with RDO and
cooperative leaders during the second half of 2014 to improve the quality of post-haryest practices. In

order to sell the crops to NewCo, maize will need to have a molsture content below and
SQizﬂbﬁiiE In order to ensure that as much of the crop meets these

standards as possible, RDO staff will oversee the drying, threshing, and collection processes after the
harvest in early 2015, and a dedicated CHAI post-harvest coordinator will work with RDO and the

cooperatives to encourage appropriate post-harvest practices. @
For future seasons, CHAI is assessing infrastructure and mechanization optio uce pogts 3 >
harvest losses and improve quality, With technical support from MEATNthe\RDO\E2am will

better equipped to provide support in future seasons. @

2.4 Objective 4: Establish op strengthen supply chain sysye
Rwanda, including delivery to remate and hard-to-req

% I need to be establishad.
Complementary food needs to ba a onsisténtly in [gRd\guantities in the rural and remote
seasonsiH® syst eeds to maintain the highest quality

= O-and mechanisms to identify contaminated
hinated to ensure an uninterrupted supply. In
e analysis to determine that the public sactor distribution
%b Medical Procurement and Distribution Division {MPDD} of
Wik-best achieve these goals for distribution to the lowest-income
MPDD will allow nationwide access, with linkages to the Community
will provide education around appropriate product use. In the last guarter

I&ted a set of assessments to support distribution system design, In coilaboration
\@ rygencies in the government and an external consulting tearm,
@ »  CHAland consultants completed a costing exerclse examining MPDD distribution scenarios

*  CHAl and consultants completed a qualitative assessment of distribution channels
= CHAI compiled and disseminated the results of the assessments with a draft action plan

levels, with food storage in
or expired stock; and

Completed costing exercise

At the request of the Government of Rwanda, CHA! undertook a costing exercise to identify distribution
scenarios within the MPDD system and pravide a quantification of both investment and running costs
under each scenario. The flow of supplies in the current MPDD system is filustrated in Figure 2 below,
Under the current system,
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househaids on a quarterly basis. The government Is in the process of setting up health posts at the
village level, which may be incorporated into this distribution system once they are fully established.

Figure 2: Status quo distribution through MPDD

National District Sector Village U1-2 Children
{1} {30} {416) {14,837) (128,000}
-
MPDD —~> p:'“““ —> (':,’eafh f——> CHW > Household !
‘ armacy 'en er i
"Upst'ream”

The MPDD supply chain currently manages approximately@l
approximateiy@@ii ba)

With support from an external

e 3 tefarios
59(2 consulting team, [g(2(Byit
( ), CHAl unde District Sector
30, 416,
assessment of the ¢ 30 426
fobpi i District | | Health
MPPD Pharmacy ] L Center
Hired Trucks DP Trucks
. ‘E N Health
MEPD
| Center
. Health
( W e pug Center
@; with the status quo scenario,
é_ Al looked at four options for | Distie | | Heath
upstream distribution, as shown in Pharmacy | | Center
Figure 3: shipping directly from
MPDD to the health center; setting Health
up reglonal warehouses that would |5 % {5 Center

receive praduct from the factory, and ship to the health center; shipping directly from the factory to the
district pharmacies; and shipping from the factory to the health center, The model also examined

purchase versus rental options for transportatlion and storage, and a range of repienishment frequency
options.

This analysis showed that

59i2i§b}gii;

ig






Qualitative assessment of distribution channels

In parallef with the costing exercise described above, the SCW team undertook a gualitative assessment
of the distribution system in Rwanda in October and November of 2014. SCW carried out Initial
information exchanges and briefings In October, and a two and half week in-country visit took place in
November. The purpose of this exercise was to support the qualitative assessment of logistics
capabilities in Rwanda, given the product specifications and volumes anticipated within the nutrition
program. The assessment looked at both governmental and nen-governmental channels. While the
MPDD system will be used for distribution to . as discussed above, thedistribution

channel for the next Income tier — — was still under discussion af tgi
e district level,

assessment, «
Two alternative distribution channels were assessed in detail af
ealth centers at

From the district level, goods could then he deliverdd : VeS¢
the sector level, Total margins across this ch
alfow for rapid replenishment, roductthrou finpoving consumer goods channel

hile this model could
chan
may make it more difficult to m
h d opti h
The second option con. wa N2
Y

model, managed by

operates through its own central and

£5922Hbai A

regional

é the alternative options considered did not offer significant cost advantages or a sustzinable

ternative, distribution to will likely flow through the same MPDD-managed systemn as the
product volumes flowing to 15_9(-2)(Ta)[ . Including children in the scenario modeling
above vields significant economies of scale,59(2)(b)(ii)} This also
allows for supply chain strengthening efforts to contribute to the national medical supply chain, rather
than creating a parallel system which may not be sustainable over the longer term.

Results and draft action plan circulated

A slide deck covering the above results has been shared with government partners for feedback. The
government has requested additional scenario modeling iterating on the options discussed above, which
will be completed in early 2015, Once scenarios for upstream and last mile distribution are selected, the
action plan will progress in three stages: distribution planning, during which detailed plans will be bullt
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out for storage and transportation at each level of the supply chain; systems development, when
tenders will be issved for the necessary infrastructure improvements and a management structure built
out for oversight and monitoring; and finally a stress testing stage prior to product launch when the
system will be checked for smooth operations.

2.5 Objective 5: Implement public health programs to drive product uptake, ensure widespread
product access, and educate households on appropriate product utilization

to hetter

While engagement in this work stream was limited during 2014, initial work is underw
i mothers

understand the program’s target market and ensure that nutritional products are att
and children. This market research will lay the groundwork for developin i
messaging as well as packaging and product specifications during 2015.

Milestones: @ @ \ ; :
*  CHAI participated in a branding exercise to deterrilde 6}@ @

* CHAlinitiated market research in collaborati

Branding exercise

At the invitation of the IC partn
name development. An
compiled lists of pot

tanguages. CHAYprovi
inform b, a efp

B in
B

tiatic
Dr\isg 2 las

€0 marketing team, the 59§25Ebaii .

mentary food products, with a mix of root

s€gmentation and align product development plans. With support from government
il undertake market research within the components of the market which will be
white the IC partners will facus on the commercial market. Market research will run in

! to identify value propositions across target consumer groups, and develop the product
ormulations, packaging, and messaging accordingly.

Following these discussions, CHAI initiated a round of market research among the and 4
groups in Rwanda, sampling across the country’s four regions and Kigali. CHAI recruited and trained a
team of four data collectors to conduct in-depth interviews with women, preparing the team to ask
follow up questions and listen closely to understand women's perspectives in detail. An interview guide
was developed and tested, and the necessary approvals obtained from the government. Approximately
60 women will be interviewed. The market research is facused around the following chjectives:

¢ Understanding current perceptions of processed complementary food products
© Flavors (locally appropriate, natu ral/savory options only)
o Colorand consistency
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Packaging
Price points
Brand perceptions
o Likes / dislikes about each product
* Understanding the acceptability of free products
* Identifying acceptable names for the product {e.g. Kinyarwanda versus English)

o 0 O

This market research will be completed in the first quarter of 2015. The results will be apalyzed angd

shared with the NewCo partners as well as the government to facilitate discussion branding
architecture, packaging options, and key messaging. : @

SO Ly
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lil.  Monitoring and Evaluation

Monitoring and evaluation {M&E) is an integral component of the CHAI Nutrition Initiative in Rwanda.
During 2014, activities were focused on faunching a cohort study which will serve as an evaluation of the
program’s impact on key nutritional indicators.

By designing a rigoraus study to evaluate the program’s impact, CHAl and the Government of Rwanda
are seeking to determine the effects of FBF on the nutritional status of children from six months to two

years of age, with a particular focus on stunting, The study is heing implemented in ses. One
cohort of children is being monitored from August 2014 until product introdti ly 20
(historical, pre-FBE introduction cohort). A second cohort of children will be onitorad
15-18 months after the product is Introduced (post-FBE Introducton Zofort), coborts Wil
4 tracked with anthropometric measurements, alongside household i orfition

( on a range of potential nutritional factors influencing the
security and income, dietary intake, and diarrheal illre
post-FBF introduction cohort will he segmenter i groups. This design will
thereby allow for a comparison between the hiph- echildren in the historical,

pre-FBF introduction cohort, as wel cemparisen hetwde aren with high and low uptake of
FBF within the post-FBF intro @
Milestones: %@

velopmentandethieal approvals

sear s0ry group and study implementation team
%%gy pre-testing, and sensitization of key partners
ildren into the study
a collection complete (August to November 2014)

old food
nsumption, the

ockl development and athical a pprovals

é s Y protocol detailing the design described above was developed and submitted to the three
: 2s

earch ethics approval bodies in Rwanda: the Rwanda Medical Board, the National Institute of
Statistics of Rwanda, and the Rwanda National Ethics Committee. CHAI incorporated feedback from
each review body and ensured that each institution was well informed as to the goals of the study. The
approvals process was completed, with the support of each institution’s review board, in J uly 2014,

Establishment of a research advisory group and study implementation team

The CHAI team worked with government partners to assemble a research advisory team with
representatives from the MoH, MINAGRI, the Ministry of Local Government, and the Rwanda University
School of Public Health, This team is tasked with overseeing the study and providing advisory support to
the implementation team. This team meets once every quarter to review the progress of the study.
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CHAI also recruited and trained a study implementation team comprised of eight data collectors, ane
field coordinator, and one senior M&E program officer. The team received training on the survey tools,
data collection methods, study protocols, data quality, and field management,

Selection of villages, survey pre-testing, and sensitization of key partners

With support from the National Institute of Statistlcs of Rwanda, 99 villages within 30 districts were
randomly selected for the historical, pre-FBF introduction cohort, DHS data on baseline characteristics
such as population distribution by Ubudeha level, annual hirth rates, population per village, and stunting
prevalence were used to design a nationally representative sample,

CHAl developed a household questionnaire to capture key demographic qulyitiehal and he 55
information as indicated above, The questionnaire was developed ) tegfigicd] assistan

f partners, including the WFP, and vetted with the research tea pre-tested.the\hols
é questionnaire in two villages with a total of 10 households

ask-from t used to
refine the questionnaire and data collection instruments® %
e&tings wi@e olders at the national,
5

Prior to beginning enrollment, CHAI held se
district, sector and village levels, The f thes u to brief stakeholders on the
purpose of the study, ensure in ent prog X ! understood, and estabiish good
relationships for future colt%i Aaring th Al also worked with CHWs to introduce

data collectors to hou bl i ildre icipation in the study.
Enrollmen fe@’%n i

Begi st and dontinui © November 2014, eligible children from 5% to twelve months of
@ olledintod the S(/-F/BF cohort. During the enroliment period, households with a totaj of 626
ch

total

T
en wer d for participation, and 23 children were found to be ineligible due to age. A
ere eligible and all agreed to enroll in the study. This cohort will continue to be

h-anthropometric measurements and household surveys on a quarterly basis until the

( 6 ach two years of age. The data are reviewed in real time by the field coordinator to assess
é t quality and improve data callection processes with the enumerators as needed.

At the end of the enrollment period, the CHAJ team analyzed the first round of data collection. Injtiai

data on the cohort of 603 children align closely with the most recent Rwanda DHS survey, indicating that

the sample is nationally representative and that the anthrepometric indicators are being measured
correctly, The second round of data collection is currently underway,

While the cohort study constituted the bulk of M&E activities during 2014, the team also provided cross-
cutting technical support for programmatic activities described above, such as the surveys of PLW and
the agricuitural baseline survey. The team has also worked to develop and refine the program’s results
framework, setting Up appropriate indicators and targets {see Annex D).
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IV.  Financial Report

STATEMENT OF EXPENDITURES
Submitted by Clinton Health Access inftiative (CHAY) to the Ministry of Forelgn Affalrs and Trade, New Zealand
Reducing Malnutritlon and Increasing Agricultural Incomes, Africa- Rwanda
For the Perlad 1 February 2014 - 31 Pecernber 2014
MFAT activity code: A11846-A01
Reporting Currency: USD

‘Budpet : -ActualExpnndltur_e % Budget
. 2014 2014 ) EnenttoDate
T A

hy i

Develop Proposal, Costed Warkplan, Results Matrix - Awanda $ 101,649 6\\75,\12\1 o o~ 8%
Global Team Support 29,996 ¢y ) ‘\%,1‘59 -~ \ \}Jg\ﬁg-
Indlrect Coste @fx?ﬁ‘{\v( N> 105 N
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ng the design phase of the Rwanda program {
115,928, or 80% of the planned bud

( @t ent. In total, CHAI spent just over 76% of the
é’ rspend in Rwanda was due to slight delays in hiring,

With funding confirmed in the first quarter of the year,
CHAI also pursued o

i 18
. Boger

554,927 |
$

000G or 7

February — April 2014), actual
get. During implementation, spending levels
5% of the planned $700,000 implementation
planned MFAT budget in 2014. The moderate
which lowered staffing costs relative to budget.
CHAI moved forward with hiring and filled open
pportunities for savings on trave! costs. For

instance, visiting team members shared rental apartments in Kigali rather than incurring nightly hotel
costs. With MFAT's approval, CHAI also purchased a dedicated program vehicle during 2014, which will
save on vehicle rental costs in future years of the program, Spending on each program objective was
just below budget, with costs such as the execution of the baseline study and the contract with the

sQZZSij i) coming In as expected,
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Annex B - Cooperative Selection Criteria

L

2,

3.

10.

Registration: The cooperative should be registered with the Rwanda Cooperative Agency (RCA)

and local authorities. Having a legal entity enables CHAI and parthers to:

» Selectcredible cooperatives, avoiding working with fraudulent or non-existent cooperatives;

* Hold the cooperatives accountable because registered cooperatives work hard to avoid
losing their registration status; and

* Deal with experienced and skilled cooperatives, because registered cooperativ
been trained previously and/or have engaged in similar business contracts

often have

Land: The cooperative should have adequate land (at least 30 hecta
production, the land should be productive, and the cooperative shot
and soybeans for the company under a rotation system. Large;
fewer contracts and thus simplifies management, input ¢i
support.

Experienced Sellers: The cooperative should h

large private buyers under contract toen
¢ Understand binding contracts, with &.re
* Understand the importa

our interventi®

ify f s
i : ative should have basic skills in record keeping, financial
gefabnt, an inistgtion. its leadership should have basic fiteracy skills to make sure

Trom farmer to factory for transparency and traceability;
s for input distribution and joan recovery; and

\- Mdinication with and mobilization of members by the leadership.
st-Harvest: The cooperative should have basic post-harvest handling Infrastructure and

associated skilis.

Location: The cooperative should be based in the Eastern Province, which the government has
identified as well-suited to maize production, in order to consolidate technical support.

Financials: The cooperative should have a bank account with proper signatories, as per the
cooperative law, and should agree to have their accounts audited.,

Free fram Water Stress: The cooperative should be farming on irrigated land, radical terraces
and/or good soil to mitigate the risks of low rainfall which sometimes happens In Eastern
Province. The aforementioned types of land reliably provide higher yields during rain shortages
than other land types.

Extension Support: The cooperative should have an existing partnership with an extension
service provider and agro-dealer suppliers of improved seed and fertilizer. This criterion ensures
the farmers already have basic farming skills and input systems.
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Annex C - NewCo Quality Specifications for Maize and Soybeans

Maize Quality Requirements

Defective Kernels

Broken grains, % m/m 2.00
Rotten and diseased grains, % mfm 2.00
Immature and shriveled grains, % m/m 1.00 N

Maximum defective kernels, % m/m 5.00

Other impurities «@R/
Foreign matter, % m/m 0.50

Inorganic matter, % m/m 0.25 @

Filth, % m/m ) AR

O

Maximum other impurities, % m/m \V/

Aflatoxins in accordance with iSO 16 ppb l"ﬂ\@ Bl

Moisture content, % m/m

RGN v (\ AW

Soya Quality Requ (ﬁ@\/ <O<§\>\) "

Defectiva,Sel
: 2.00
3.00
5.00
atter, % m/m 1.00
impurities, % m/m 2.00
>Maxrmurn other impurities, % m/m 3.00
Aflatoxins in accordance with 1S0 16050 10 ppb Incl. max 5 ppb B1
Peroxide value Max 2meq
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Annex D - Updated Results Framework

CHAI has updated the results framework for the program to align targets with the latest production
timelines, and to harmonize the framework with the logframe agreed with the U.X. Department for
International Development (DFID}. Changes to individual indicators are footnoted in the tables below.

Production Metrics and Targets

" Targets

BRI
".‘d’fﬁﬁ@@i\

Vo3P Tk

;approvals Schisve

iNE DERisand: Bateh 1Esting meete Guality -
e NE mes

<J
2o SNV

' Targets
2015

L~ T 03 o Lo ) - R, Fars Eeerty T o
RECTeULIreMEAtS MIpEA anctprodired ik R R P G R Ty
L

O\ XNFa) | -

Yo seiveteebiciarics who canniotafford heprodil
A2

N Q3

I RES I StV fIxEd, distribution poThts FORTRe SFadueE o

I HBCoR oG

1000 [ 1,000

s esf?eiiélj"éd'i‘ir’itri”ﬁbfﬁﬁIéiﬁéﬁfé"r?:fé‘e‘diﬁ‘g‘ and bréastféeding Campaigns &
- [ - | 25%

BT CPW Ll

tal’sales revencs
A

39




p‘-‘ﬂ%‘\x
A

Nutrition Improvement Metrics and Torgets

Tarpets

2015

IeTERy 628 THbntiS; Among Poorest /Mot viIREr BIE ErOUps T

- | - | 20% reduction

O Of Wastéd thildren) 6-23 morthe: 3 NONg POBrESt/MOSt VAN GraBle Bronpess b

. . - | 40% reduction
Fon bf Grderwe: drEhy 6223 MErths; SMORE PoorTest Bt vg InerablEgrotips:

- - | 30% reguctio
: ‘;;"1'5:"r‘ﬁ“"'ﬁ’fﬁ"s‘;-‘_fé‘d,'B’rjé‘a"s;‘t%f[Rf‘iﬁffﬁ?ﬁ?ﬁ?lﬁﬁ%fzii"ﬁ?ﬁ:iﬁ

|- | 295% O\ 298% T
D

Agriculture Improvement Metrics and Targets O

14 U () ()
1) IETeasE I thE avaranaTn AIZe /20y B Ry el (MR PR Gt AL BartAER e R O e e
' 2.4 MT/ha maize 2.5%/hs e e [ 4.1MT/ha malze
0.9 MT/ha soybea oe n ybean | 1.3 MT/ha soybean
{Baseline) {6\5 vhean /—-\<\ x
S DT BV AT TR Dt ecR ot aies (Brokar dows by gendan) il v dan

N\ T 16,000

2 dormesticallyan

Lt e
B QU N YR Ceptance ot ToCtBry L
AN S

ETEE RN | TCOME D er Far e InvoIved i in thE PoR e T

NN~ [ 7% (e

| 20,000

" This language has been updated to align with DFID framework, The impact measurements will be tracked within
the poorest / most vuinerable groups that will receive fully subsidized product from the government,

This indicator has been changed from 0-6 months to 12-15 months, in order to measure the prevalence of
continued breastfeeding rather than exclusive breastfeeding. This is intended to track whether there is any change
in continued breastfeeding rates when an improved complementary food is introduced and promoted
* This Indicator is being added to ensure alignment betwaen thetﬂﬂ(b'llbnd MFAT results framewaorks,
% A number of indicators, Including this one, have been updated T track percentages, in order to reduce the
number of updates that are needed as production and distribution schedules are refined.,

" Thisisa new indicator to replace the indicators on post-harvest losses and aflatoxin levels. The quality standards

relate to moisture content and aflatoxin levels, so this should capture the Impact of post-harvest services in a more
directly measurable way than the original Indicators,
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