APPENDIX A
PROH*( T DESCRIPTION
SHOREMILLKOL ROCK LOBSTER FISHING: NAMIBIA-

1. Introduction

This appendix describes the activities te he undertaken and the results 1o be schieved with
the funds obligated under this Agreement. Nothing in this Appendix A shall be construed
as amending any of the delinitions, conditions, or terms of the Agreement.

1f. Background

Shoremitlkol (Puy) Limiwed’s main business activity is harvesting rock lobster,
Shoremiilkol is o consortium of three fishing companies owned by 18 indigenous
Namibians based in Luderitz, Nuanubia.

The Ministry of Fisheries and Marine Resources (MFMR ) has assigned Shoremillikol a
provisional 3-year rock lobster catch quota of 10 metric tons per vear.  The company
leases vessels from other fobster fishing enterprises to cateh its quota because it does not
awn its own vessel. Shoremilikel must acquire its own [ishing vessel in order to
permanently secure the T3-vear [ishing rights. The group has not been able to earn
adequate icome from its businass to purchase a vessel. This problem is exacerbated by
the high cost of the leasing fees for chartered vessels, which significantly reduces the
aroup’s incone from its cateh.

ill.  Funding
A, ADE Contribution

The financiai plan for ADFE’s contribution is set forth in Appendix A-1 to this Agreement.
The Parties may make changes to thae fnancial plan without formal amendment, if such
changes are made in accordance with Article 7 of the Agreement and do not cause ADF’s
contribution to execed the abligated wmount specilied in Article 3, Section 3.1 of the
Agreement,

B. Grantee Confrtbhution
Shorenullkel’s can‘arv'bmion to the Project 1s NS220,900 towards the VAT on the vessel’s

purchase price. Shoremilikol will ¢ ]\O cover all salary, edministrative, marketing, and
management costs not specifically providad for i the ADF contribution.




v, Project Goal .

The goal of the Project is 1o promote the growth and development of indiscnous SMEs.

Y. Project Purposce

The purpese of the Project 13 (o enable a business owned by @ consortium of 18
indigenous Namibians to increase the profitability and sustainability of its rock lobster
fishing enterprise and increase the incomes of its employees as measured by the

following.

Net mcome after tax and interest payments will increase rom an amount to be
determined from the FY2004 financial statements to:

Y1 NS 98,600

Y2NS131,000

Y3 NSI63,200

Y4 NS172,000

Y5 NST8R,900

Production wages paid (o employees will increase from zero to:
Y1 — N§266,920
Y2~ NF3G 440
Y3 - N§E351.065
Y4 — N$407,909
Y5 - N8473.651

VL Outpuis

A. Shoremillkol’s capacity to produce rock lobster for the market will increase as
measured by the following.

- Tortal revenues from lebster will inerease from an amount to be determined from
the FY 2004 {inancial statemenis to:

Y1 -N§ 1,247,900

Y2 = N§ 1,578,800

Y3~ NS L794.500

Y4 -N§ [,932,000

Y5 - N$2.130,100

- Revenues from whole processed lobster will change from an amount to be
determined from the FY 2054 financial statements to:
Y1 -NS§1,242.000
Y2 —N8$1,571.,000
3 — N$1.402,700




Y4 - NSLISO200
Y5 - NS1273.600

- Revenues from live lobster will increase fom zero 10

Y1 - NSO R

Y2 - NSO

Y3 - NE384,600

Y4 — NS538,500

Y5 — NSB4R 200

- The value of Shoremillkoll’s carch i tetms of weight (kg) of live lobsters soid wli
merease from 0 to;

Y10
¥2 -0
Y3 - 1,782
Y4-2376
Y5 3,564

2

- Shoremilikol’s total allowabie cateh quota allocated by the MFMR will increase
from 10 metric tons to 12 metric tons in Year 2.

3. Shoremilikol’s capacity to govern and manage operations will improve as
measurad hy the foliowing.
- By the end of Protect Year 1, the company will have instituted financial
management policies and procedures that arc consistent with industry “hest
practices”.

- Beginning in Project Year 1 and continuing through the lite of the Project, the
Grantee will retain an accounting firm o conduct an annual independent audit.

- The number of persons empleyed by Shoremillike! will increase from Oto 13 in
Year | and he sustained thereafier.

VII.  ACTIVITIES

Shoremiltlkol will underake the following activities to generate the Project’s expeeoted
outpuis,

A Production of Rock Lobster

The Grant will enable the Grantee to signilicantly merease 1ts production of rock lobster,
To this end, the Grant will fund a new lishing vessel.

Shoremillkol will contract with a shipbuilding company based in Luderitz, Namibia, to
construct a new 13.75 m fiberglass vessel. The boat will be outfitted with a tank of
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Jppm\xmau!‘, 0.5 cubic meters with a capacity of 400-500 live lobsters. The tanks will
be equipped with pumps capable of circulating 3 cubic meters of water per hour.
Shoremillkol will pmrhm. a new set of approximately 100 fishing traps and accessories

for usg by the [ishing crow

Shoremilikel will recruit and wrain a fishing crew and shore personnel 1o operate the
fishing boat and provide appropriate on-shore technical and admmistrative support,

Shoremiltkol will produce lebster to supply three product lines: whole frozen lobsier, live
lobster, and lebster talls. The production process consists of catching, weighing and
inspecting, cleaning and cooling, and packing the lobster. Shoremillkol’s fishing crew
will use trapping and ring methods (o catch lobsters. They will sort the catch and retwmn
pregnant female lobsters 1o the sea. Covernment officials will inspect the catch o ensure
compliznce with regulations. The Grant provides funds for seawater holding ranks for
storage of the catch it is processed and puckaged, To minimize the risk of aceidents at
sca, Shoremillicol will maintaimn full comphuance with the Namibia®s Department of
Marine Affairs’ safety regulations.

Pamona Factory {Pty) limited (Pamona} will have responsibility for ensuring the lobster
products meet established quality standards, in collaboration with the Government of
Namibia’s fisheries inspectors, the South African Bureau of Standards, and the Eurepean
Union. Pamona will follow the Hazard Critieal Control Point or other internationally
recognized quality assurance system.

B. Management and Administration

Shoremillkol will develop and document financial, administrative, and management
systems and procedures to eflcetively manage the business, including the boat, fishing
operations, personncl, and marketing activities, Shoremillkol will obtain training for ils
board and management personnel in key arcas such as roles and responsibiiities,
sovarnance, budgeting, and strategic planning.

C. Marketing
All lobster products produced by Shorenmilllcol will earry the Pamona lahel and will be
marketed through the Namibian Reck Lobster Packers (Namrock), Pamona’s marketing

agenl. Namreck’s services include price negotiations, product specifications, advertising,
and distribution,

VII1. Roles and Responsibilities of the Parties

Shoremillkol has primary responsibility for ensuring that praject activities are properiy
implemented. Within Shoremillkol, the Board of Directors has overall responsibility for
supervistng and coordinating project implementation. Management, consisting of the
Company Secretary, Boat Skipper and Shore Skipper, will assist the Board.




Pursuant to Article 10 of'the Agreement, the ADF Partner in Namibia will provide
Shoremitikol technical asststance and-advice during the implementation of this project.

IX. Monitoring and Evaluation

Within sixty days of the effective date of this Agreemient. the Gruntee, working with the
ADFE Partner, will form a monttering and assessment conunittee composed of a
representative cross-section of the Grantee’s organization. The committee will provide
the Partner with inpul for the Project rnonitering plan. The monitoring plan will include
quarter]y reporting on the Grantee’s contributions for community development activities,
including any contributions made to a Community Reinvestment Grant (CRG) fund. It
will also mnclude reporting on the amount of any distributions of dividends or profits to
sharchelders and employees, as wall as uny reinvestment of profils into the business. In
addition, during tupiementation. the conunilies will have responsibility for ensuring that
the Project follows the implementation plan, and that problems identified through
momiorng and evaluation are properly addressed in a timely muanner.

X. Other Implementation Issues

Shorerutlkol will open a separate non-interest bearing bank account to receive ADF
funds 11 addiiton to any present operational bank account(s).




