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Agriculture Sector Overview

A Over the past four years, average share of agriculture in the economy has been 11%
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Dynamic of Import/Export of Agricultural Food Products

A Accordingto the 2008data, the exportandimport of agrofood productswere US$228 million and US$913
million, respectively
A In 2008 main exported productsinclude nuts, apple, citruses,natural fruit juices,red and white wines,

brandyandspirit, herbs,tea, mineralwaters,etc. )
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Agriculture Export -Import, 2008

Export by Products (US$ min)
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4 Reasons for Underdeveloped Agricultural Sector

wNew law adapted in 2005 on Privatization of State Agro Land

Fl’agmented Ag (o) =136 [S3 0On sale 40 000 ha agrdand in sizable lots

wlLand registry simplified, new cadastre introduced by NAPR

wPresidential Programg Machinery for Rural Economy
wAgro sector is still craving for new technology

Outdated Technology

mConcessional Credit Program for building storage
facilities in numerous regions

Absence of Storage Facilitie

wDependence on Russian market has been overcome

Not Diversified Market wFTAs and GSP+ with important markets
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Important Snap-Shots

A Main challenges are monocultures and harvest per ha.
U With technology and knowhow average harvest could be tripled

Agro product  Average harvegber ha. Goodprecedents per ha

Wheat 1.8 tn. 4 tn.
Tomato 10 tn. 651n.
Potato 10 tn. 45 tn.

ADuring the Soviet Era, Georgia used
market with selected agro products, which pushed the country into
monocultural agro production (ex. grape, citrus, tea and e.t.)

Product 1988* 2007
Vegetables 685.5 263.8
Fruit &berry 653.0 228.1
Grape 619.7 227.3
Citrus 436.9 98.9
Tea 458.7 7.5

* Data for 1988 is exaggerated to some extent due to reporting interests in the centralised system of planning
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Advantages of Investing in Agricultural Sector of Georgia

Wide-range of climatic zones

Rich and pesticide -free soils - Ideal place for production of organic food
Rich tradition of winery, growing citrus, grape, sunflower, tea, etc
0% of property tax on small plots of land (less than 5 ha)

Legal provisions to own (i.a. for foreigners) agricultural land
0% VAT on primary supply of agricultural products

0% export duty + 100% VAT refund

0% of import duty on agricultural and other equipment

100% depreciation allowance on investment

Low-cost and skilled human resource base

Liberal labor regulations

Strategic link from East to high value Western markets; Central Asia becomes attractive market

D> > D>y D>y > > D> D>y D>y D> D> P> D

Well developed transport sector including railway and sea ports essential for effective exports
of agricultural goods
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Agricultural Land Overview

A Agricultural land consist afpproximately
3 min hectares
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Available Agricultural Land through Privatisation

m Lands Remaining stataved, 253,746 Ha (70.5%
Lands already privatised, 106,254 Ha (29.t

253,746 Ha
(70.5%)
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Presidential Initiative dl00 New Agricultural Enterprises

Major Millstones:

A Selling off some 40,000 ha sizable lots of agricultural land fitting for
commercial farming

A Transfer of agricultural land to interested investors based on specific
investment proposals

A Entities willing to establish agricultural processing enterprises will be able
to acquire agricultural lands only for 20% of the market price

A Georgian state, in case where appropriate, is ready to provide assistance
in terms of infrastructure development (roads, electricity)

A Primary agricultural processing is free of any taxes (0% tax burden)
A Stimulating agricultural export

A Supporting to establish new agricultural enterprises

www.aqrol00.ge
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http://www.agro100.ge/

Strong Integration Into the Global Economy

AFTA agreements with the CIS countries
AFTA with Turkey

AGSP+ with the EU

AGSP with the US

Developments in the nearest future:
AFTA with EU
AFTA with USA
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Investing In Georgian Agro Business
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http://ec.europa.eu/taxation_customs/dds/tarhome_en.htm
http://ec.europa.eu/taxation_customs/dds/tarhome_en.htm
http://ec.europa.eu/taxation_customs/dds/tarhome_en.htm
http://dataweb.usitc.gov/scripts/tariff_current.asp

DATA FOR 2007

Grape, Citrus & Apple (e.g.)

|, Total Production —‘ |, Total Production —‘ |, Total Production —‘

A225 thousand tons A110 thousand tons A145 thousand tons

Y

m Consumption m Consumption and stocl m Consumption and stoct
m Household production m Export m Export
m Processing = Processing m Processing
Wine export-11.1 min bottles The cost of local produced fruit juice is c.a. 0.62 USD per 1 L.
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DATA FOR 2008

Import Substitution Opportunities (e.g.)

-

-

o Canned vegetables

o Canned vegetables B

Fruit & vegetable
juice

Local Productions. Import

Local Production vs. Impo

Fruit & vegetable
juice
A741 tons A19 351 tons R231 tons A11 505 tons R4 276 tons A3 680 tons
d Intermediates — -— d Tomato paste Bl ' omato paste —
A523 tons ANegligible Al 500 tons A4 369 tons |- A1 067 tons —|
A8 721 tons A5 745 tons Al 023 tons A1 052 tons

Local Production vs. Impo

d
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DATA FOR 2008

Import Substitution Opportunities (e.g.)

|- _| |- _| and sugar pastry _| and sugar pastry _| rourpastry _| rourpastry _|

A2 007 tons A10 147 tons A168 tons A25 400 tons Al 566 tons Al4 965 tons

Local Production vs. Impo Local Production vs. Impo Local Production vs. Impo

909
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DATA FOR 2008

Import Substitution Opportunities (e.g.)

(| | S

A3 996 tons A42 516 tons A457 tons A3 387 tons 29 200 tons A52 790 tons

Local Production vs. Impo Local Production vs. Impo Local Production vs. Impo

099
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DATA FOR 2007

Consumption of Agro Products in Georgia (e.g.)

A37 888 tons

Import

Chicken meat &g

A26 588 tons

Production

Chicken meat g

A11 300 tons

A6 584 tons

Import

Butter —

A2 951 tons

Production

Butter

A3 633 tons

A41 326 tons

Beef -

A8 326 tons

Beef -

A31 300 tons

A17 588 tons

Fishery -

A17 131 tons

Fishery
ANegligible

Eggs —

Eggs —

Tomato —

Tomato

A470 min units A33 min units A438 min units A90 103 tons A7 203 tons A226 600 tons
A626 783 tons ANegligible A625 500 tons A5 149 tons A1 949 tons A3 200 tons
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DATA FOR 2007

Consumption of Agro Products in Georgia (e.g.)

g Sunflower oil B

4 Sunflower oil &g

Import

Pasta

Production

Pasta

A28 276 tons A27 126 tons A1 150 tons A14 108 tons A13 030 tons A1 078 tons
A633 943 tons A559 943 tons A74 000 tons A44 349 tons A44 349 tons ANegligible
. S heatiour M wheafour |8 - -
A462 991 tons A126 591 tons A336 400 tons A279 208 tons A52 608 tons A226 600 tons
i I Cheese and | Cheese and |
curd curd
A56 648 tons ANegligible A55 850 tons
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Investable Agricultural Industries

A Wine Sector

A Mineral and Portable Water

A Forestry

A Fishery

A Citrus Production

A Intensive Apple Production

A Fresh Culinary Herbs

A Off-Season Storage

A Georgian Beef Fattening Operation
A Fruit Jam and Sauce Processing

A Integrated Dairy Production 8 Collection, Processing and
Distribution

A Pedigree Poultry Hatching Eggs
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Success Stories

AFerrero Group - one of the leading confectionary Z?E

A

A

A Hipp

A
A
A

producers in the world

U Nutella, Raffaello, Ferrero Rocher
The Georgian subsidiary of Ferrero Trading Lux S.A., AgriGeorgia LTD, was
set up in spring of 2007
At present AgriGeorgia LTD owns 1,215 ha. of agricultural land in
Samegrelo area

About EUR 4 min investment within the next three -four years to install
hazelnut drying facilities

Nowadays AgriGeorgia LTD employs on average more than 400 employees

US$ 6.5 min investment in juice processing industry
Fruit collection and processing

Mainly producing apple juice; further plans to produce cherry and
apricot juice

YOU GONNA BE THE NEXT ONE!
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Bakur Kvezereli
Minister of Agriculture of Georgia
kvezereli@geo.qgov.ge

David Koberidze
Advisor to Prime Minister of Georgia
dkoberidze @geo.gov.ge

Vakhtang Lejava

Chief Advisor to Prime Minister of Georgia
Head of Advisory Group
vlejava@geo.gov.ge

Nodar Kereselidze

Head of Marketing Research and Strate
Development Division

Ministry of Agriculture of Georgia
nkereselidze@moa.gov.ge
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