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UNITS AND MEASURES
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ton per hour

twenty foot equivalent unit (referring to freight of twenty foot containers)
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INTRODUCTION

The Suppott to the Commercialization of Cambodian Rice Project (SCCRP) is coordinated by the Supreme
National Economic Council and funded by the Agence Frangaise de Développement (AFD — French Agency for
Development) for an initial period of 3 years (January 2013 to December 2015), now extended until
31st December 2017.

This report is the 14t Quartetly Executive Report of the project. It covers the petiod from April 15t to
June 30, 2016, for technical components 1 to 4.

During this period, FO Federations have elected their representatives in CRF Board following the
procedure they have defined, and with endorsement of DACP and MoC. A workshop on possible roles of
CRF and FO Federation in Contract Farming development and other improvement for paddy
commercialization was organized on the 4t of May 2016, and has confirmed the interest of buyers for a
“paddy selling platform”.

Rules to be attached with the application for the registration of CRE’s Cettification Mark (« Angkor Malis »)
have been drafted, and preliminary communications to stakeholders have been made.

The 8 cooperatives producing otrganic paddy in Preah Vihear had the founding General Assembly to
formally establish the Union now named “Preah Vihear Meanchey Union of Agricultural Coopetatives
(PMUACQ)”. They have also started the negotiation with AMRU for Contract Farming for this year, together
with 4 new ACs supported by IVY. Besides, 7 other cooperatives of Preah Vihear have been selected for
another pattnership for organic paddy production with Signature of Asia. The Manual for Contract Farming
in Cambodia has also progressed, in particular with inputs from the Henri Capitant Association in

Cambodia.
GRET has implemented the feasibility study on FO investments in drying and storage facilities.

A major achievement of this quarter is the endorsement by RDB of the new ctedit policy dedicated to
Farmer Organizations, allowing them to access loans with much lower interest rate than any other existing
option available for FOs. Significant progresses have also been made in reforms of RDB, notably with the
reform of the otganization chart and the establishment of the Risk Department.

Last, the Rice Policy Review working group was formally established by SNEC and the consultants have
implemented the review and will present findings in July 2016.

The Table 1 next page provides a summary of outcomes during this quarter, foreseen steps and concerns.
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SUMMARY

Table 1: Summary of important activities and outcomes of the past quarter and foreseen objectives and
activities and main issues or concerns

Important activities and outcomes of
the past quarter

Foreseen objectives and activities
for the coming months

Issues and concerns

C#l =

Election of FO Federations
representatives in CRF Board.
Validation of CRF election process
(under the authority of MoC).

® CRF General Assembly and

elections of the Board (204 mandate).

Training workshop on SRP rice
standards — Siem Reap.

Design workshop on paddy selling
platform.

= Intervention of MoC in
CCRF election process is
not always aligned with
CREF statutes.

Difficulties of AVSF to
finalize partnership with
FO Federations.

C#2 =

Dissemination of information on CRF
certification mark to stakeholders.
Draft rules of use to be annexed with
the application for Certification Mark
registration.

Finalize rules and application for
registration of Certification Mark.

Up-date work plan for next steps.

® Pace of meetings of
GMP ExCo still low.
Very low reactivity of
GMP ExCo members
and insufficient pro-
activity of CRF officer.

Missing Prakas obstacle
the registration of
Certification Mark in
Cambodia.

C#3 =

Update quality grade description in
contracts with AMRU.

Identify 7 ACs for organic paddy
supply to Signature of Asia.
Workshop with CRF and FO on
Contract Farming and paddy selling,

Signature of Contract Farming
Agreement between AMRU and
Cooperatives in Preah Vihear.

Start implementation of support to
CF for organic paddy with Signature
of Asia.

®= Significant amount of
time was lost due to
hesitations of Signature
of Asia.

C#4 =

Validation of RDB’s new policy of
credit to Agricultural Cooperatives.

Start dissemination of new credit offer
to ACs members of FAEC and FCFD.
Meeting in MEF with RDB and CRF
on preparation of financial mechanisms
to support Cambodian rice sector.

Dissemination of RDB’s new credit
offer to FOs + start the
identification of loan requests.

(Depending on FOs): first
application for loans from FOs to
RDB based on new credit offet.

® Support to new Risk Department of
RDB.

Completion of RDB strategy and
business plan.

Attention has to be paid
in order to avoid that
new financial tools
developed in relation
with CRF do not
contradict the reform of
RDB toward better
banking practices.

C#5 =

Implementation of Rice Policy Review
by consultants.

Official creation of the Rice Policy
Review working group.

Preparation of 15t mission on analysis of ®

added value distribution in Cambodian
rice sectof.

= 1st workshop on findings of Rice
Policy Review.

® Drafting on new phase of Rice

policy + Workshop.

1st mission on analysis of added

value distribution in rice sector.
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1. COMPONENT #1: ORGANIZATION OF THE RICE SECTOR AND CAPACITY
BUILDING OF STAKEHOLDERS

1.1. WORK WITH THE CAMBODIAN RICE FEDERATION

1.1.1. ON-GOING OPERATIONAL PARTNERSHIPS WITH CRF

1.1.1.1. WORK WITH THE GMP EXCO ON THE BRANDING INITIATIVE

The supportt to the “branding” process, led by the Global Market Promotion Executive Committee of CRF
is still the main operational support of SCCRP project to CRF. Progresses on this matter are developed in
the section 2 of this report, pages 11 to 15. Decisions have been made regarding most of the last pending
questions regarding the requitements for the use of CRF’s certification mark. Yet the ExCo has not been
vety teactive to get ready for the next steps, and CR coordinator has not been very proactive also. Only one
GMP ExCo meeting took place during this quarter, in April, whereas a lot of work still has to be done.

1.1.1.2. WORK WITH THE FMP EXCO ON IMPROVED INTERFACE BETWEEN FOS AND MILLERS /
EXPORTERS

Whereas in our previous quattetly report, we undetlined that CRI’s Farming and Milling Productivity
Executive Committee had resumed its work after a long period of passiveness, we observe that no meeting
of the FMP ExCo has been convened during this quarter.

Nevertheless, an important workshop (following up on the FMP ExCo meeting of March — but largely
initiated by SCCRP project) was organized in Phnom Penh on the 4% of May 2016. The workshop was
focused on possible actions to improve the commercial connection between Farmer Organizations (as
paddy producers) and Millers/Expotters as buyers. More details are provided on this workshop in this
report in § 3.5. pages 23-24.

A follow-up meeting took place on 25 of May 2016 with Mr Uch Chanthol and Mr Phang Phalla (CRF), in
particular about further steps on “paddy selling platform” development.

1.1.1.3. PROPOSED SUPPORT ON ORGANIZATION OF TRAINING ON GLOBAL FOOD STANDARDS

Following-up on demands expressed by Cambodian rice exporters to the project, SCCRP has offered a
support to Cambodian Rice Federation to otganize training on food safety international standards for
Cambodian millers and exporters. Conditions for project support were first informally sent by e-mail to
Cambodian Rice Federation on 23t of Match!. On 220d of April 2016, Mt Moul Sarith, Secretary General of
CRF, has e-mailed to project’s PMA to express the intetest of CRF, but still subject to further confirmation.
In otrder to formalize the proposed conditions, a draft Memorandum of Understanding? was prepared by
SCCRP and sent to CRF on 29 April. CRF has confirmed its approval on this draft MoU on 31st of May.
The draft MoU was then sent to AFD on the 2°d of June to request non-objection. The reply was still
pending at the end of this quatter.

1.1.2. INSTITUTIONAL SUPPORT / GOVERNANCE

As stated in the previous quartetly report?, an institutional support to CRF will be re-discussed after election
of the new Board of the Federation, scheduled in July 2016. Nevertheless, CAVAC project is also starting to

1 Cf. Quarterly Executive Report #13, § 1.1.1.3., pages 4-5.
2 (based on the same conditions as previously sent by e-mail to CRF, in March, summarized in the previous Quarterly Report.

3 Cf. Quarterly Executive Report #13, § 1.1.2. page 5.
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provide an organizational support to CRF, and has appointed Mrs Sheila Scopis as advisor for CRF
organizational management. In ordet to cootrdinate support and ensure synetgies among the different
interventions, a meeting took place on 17t May 2016 in CAVAC office with CRF and the management
advisor appointed by CAVAC to support CRF. ToR of CAVAC advisor were reviewed and possible
synergies discussed. The support of CAVAC is quite operational and focuses on management issues, wth
CRF’s General Secretary as the primary counterpart of CAVAC advisor. It seems quite complementary to
SCCRP consideted support which will focus more on the statutes, governance and balanced
representativeness in the rice Federation.

1.1.3. PARTICIPATION OF CRF IN RICE POLICY REVIEW AND RICE VALUE CHAIN OBSERVATORY

1.1.3.1. RICE POLICY REVIEW

CRF is associated in the process of rice policy review: On 18 April 2016, Mr Srey Chanthy (consultant on
rice policy review) had a meeting with CRF management to present the proposed process of rice policy
review. From project side, Jean-Marie Brun and Bun Hay also took part in that meeting. Mr Srey Chanthy
had additional meeting with CRF team in the following days: with Mt Phang Phalla and team focused on
production on 21st of April, with Mr Moul Sarith on 25% of April.

Later on, SNEC has officially sent a letter to CRF (among others) to appoint a representative to take part in
a small working group to coordinate and supervise the process of rice policy review. CRFE has replied and
appointed H.E. Sok Puthyvuth and Mr Horn Theara to take part in this group.

1.1.3.2. DISCUSSION ON POSSIBLE INVOLVEMENT OF CRF IN SETTING UP A RICE VALUE CHAIN
OBSERVATORY

As part of the discussion on rice policy review, on the 184 of April, the project management advisor has
introduced the idea of setting up a permanent economic observatory of Cambodian rice sector, and of
associating CRF in this project. Mr Srey Chanthy has also advocated for this idea, underlining the lack of
regular monitoring mechanism in the past few years to follow-up the implementation and the effets of the
rice policy implementation.

1.1.4. PREPARATION OF CRF ELECTIONS 2016

1.1.4.1. COORDINATION BY MINISTRY OF COMMERCE
MEETING ON 26™ OF MAY IN MOC

On the invitation of CRF, M. Jean-Marie Brun, SCCRP Project Management Advisor, Mr Phat Sophany,
national consultant in charge of support to FO Federations and Mr Bun Hay, member of SNEC, took patt
in a meeting organized on 26t of May in the Ministry of Commerce about the preparation of CRF General
Assembly and election of CRF Board of Ditectors for the second mandate. The meeting was chaired by
H.E. Mao Thora, Secretary of State of the Ministry of Commerce, and attended by other senior officers of
MoC and numerous members of CRF Board, including CRF President H.E. Sok Puthyvuth and Vice-
Presidents.

H.E. Mao Thora has presented a draft Prakas about to be issued by the Ministry of Commerce about the
creation of a wotking group in charge of the organization of CRF elections. The proposed working group
will be chaited by H.E. Mao Thora and is mainly composed of MoC senior officers, except for one seat for
the Secretaty General of CRF. Suggestions to include the Ministry of Industry were made during the
meeting.
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After the draft Prakas, a draft directive prepared by MoC has been reviewed by the meeting. MoC has
required the automatic allocation of one seat in CRF’s Board of Ditector for Green Trade Company (public
owned). H.E. Mao Thora has verbally suggested that this position could replace one of the 3 positions
reserved for Farmers’ representatives, but this was objected and it was recalled by Mr Samath Veasna (the
only representative of farmers in CRF Board for the first mandate) that the decision to reserve three seats to
Farmer representatives was approved by the General Assembly of CRF in 2015 and that it should be
respected. The principle to have a representative of Green Trade in the Board was not objected, but it was
agreed that it would not be to the detriment of farmers’ representation.

SCCRP project representatives have provided information to the meeting about the process already engaged
to define the procedure for designation of FO representatives, and notably that all 5 FO Federations already
identified had commonly defined and agreed on a process since 1st of March 2016, in presence of a
representative of the Department of Agriculture Cooperative Promotion of MAFF. Yet, MoC still expect
MAFF to designate or validate the designation of FO reptresentatives in CRF Board. After the meeting,
SCCRP project and CRF have managed contacts with MAFF/DACP to ensute their participation and
endorsement of results.

As part of the discussion on the proposed Directive, the calendar for the registration of candidate,
vetification of electoral lists and date of vote was discussed. The date of 2 July was agreed for the
organization of CRF General Assembly and elections. After this meeting, it was also decided that the
process of election of FO Federations representatives should take place before the General Assembly of
20d July,

1.1.4.2. PROCESS FOR REPRESENTATION OF FO FEDERATIONS DELEGATES IN CRF BOARD

PREPARATION OF THE ELECTIONS

Following-up on the development and endorsement of procedures for the election of FO Federations
representatives in CRF Board on 1st of March 20164, the process of implementation of these election was

implemented as follows.

In April, the criteria for eligibility of FO Federations wete verified and submitted to CRF. On 22 April,
CRF General Secretary, Mr Moul Satith, has confirmed by e-mail to SNEC project team the eligibility of
FAEC, FCFD, FNN, FWN and CFAP to appoint candidates to take part in the election of FO
representatives for CRF Board election.

IMPLEMENTATION
The election of FO Federations representatives in CRF Board was organized on 16t of June 2016 in CJCC.
It was organized and sponsored by SCCRP project.

An election committee was set up, composed as follows:

*  President: Sok Puthyvuth, President of CRF;

" Vice President: Mr Chea Saintdona, Director of the Department of Agricultural Cooperative
Promotion (MAFF);

= Mrs Mao Chhay Heang, representative of MoC;
=  Mr Bun Hay, representative of SNEC;
*  Mr Min Sophoan, representative of SCCRP project.

4 See Quarterly Executive Report #13, § 1.2.4.1. Representation of farmers in CRF Board, pages 11-12.
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< Candidates and members of the
Election committee for the election of FO
Federations’ representatives in CRF
Board, on 16 June 2016. From left to
right: Mr Kong Moeun (FAEC), Mrs
Rom Saroeun (FWIN), Mrs An Saron
(CEAP), Mrs Mao Chhay Heang
(MoC), Ok. 1 ong Bunheng (CRT),
H.E. Sok Puthyvuth (CRF),

My Samath Veasna (FCED), Mr Seu
Rany (FNN), Mr Min Sophoan
(AVSF/SCCRP), Mr Chea Saintdona
(DACP) and Mr Bun Hay (SNEC).

Five candidates were presented, appointed by each of the five FO Federations involved. Besides, each FO
Federation has appointed 5 delegates to take patt in the vote (including their candidate + 4 delegates). In
addition, the Agricultural Cooperatives which ate directly registered as members of CRF (since the first
General Assembly and elections in 2014) were also entitled to a part of the vote. In total, there were
36 voterss. Each voter is entitled to tick thtee names on the ballot papers (Total of 36 x 3 = 108 voices).
Results of the vote ate presented below.

Table 2: Result of elections of FO Federation representatives in CRF Board

No Name of Candidate Federation Nb of vote % of vote

1 Mr Samath Veasna FCFD 34 94 % 1
2 Mr Kong Moeun FAEC 15 2% e
3 Mrs Rom Saroeun FWN 15 29 T
4 Mr Seu Rany FNN 25 69 % 1
5  Mrs An Saron CFAP 19 53 % v
Null / void ballot papers 0 0% %  20%  40%  60%  80%  100%
Total 108

The three representatives of FO Federations in CRF Board are Mt Samath Veasna (FCFD), Mr Seu Rany
(FNN) and Mrs An Saron (CFAP).

A A voter during the election of FO A\ The three elected representatives, from left to right: Mr Samath V'easna (FCFD),
Federations representatives in CRF Board. My Seu Rany (FNIN), Mrs An Saron (CEAP).

5 25 from FO Federations, and only 11 from ACs directly registered because of overlapping names with Federations delegates.
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1.1.5. COORDINATION BETWEEN CRF AND DEVELOPMENT PARTNERS

On 15 of June afternoon, CRF has convened and hosted a meeting with development partners to discuss

on the creation of an advisory committee to CRF composed of Development Partners, in order to provide

advices but also ensure a better coordination / harmonization of development projects in the rice sector.

Box 1: Proposed roles of Advisory Committee, as proposed by CRF

On 15 June, CRF has proposed the following mandate and activities to be undertaken by CRF’s
Advisory Committee:

Mandate:

= To support CRF’s decision making and implementation process by providing strategic and technical
inputs.

Activities:

= Review the feasibility of the CRF’s vision and mission.

= Strengthen the implementation of the Strategic Plan and monitor/evaluate the implementation of
CRF action plan.

® Provide recommendations on strategy, policy, trade development.

® Moderate dialogue with stakeholders and advise on outreach strategies.
= Make recommendations on revenue generating activities.

= Promote approaches concerned with resilience of the rice sector.

= Contribute to CRF’s communication strategy.

SCCRP’s Project Management Advisor took part in this meeting and raised the three following points:

1. Informed participant about the on-going process of rice policy review, the expected outcome (a

renewed policy) being also an element of harmonization and alignment of further intetventions in

the sector.

2. The necessity to clatify the decision making process within CRF, in particular regarding Strategic
Plan and advocacy position, to ensure the support and ownership of all the segment of the value
chain. A balanced representativeness shall be a condition for CRF to actually be in position to be
the representatives of the whole rice value chains. CRF strategic plan can be a major element of

alignhment of intetvention in the rice sector only if it has been cleatly endorsed by all the different

segments of the value chain, i.e. at least farmers, millers and exporters’.

3. Last, he encouraged CRF to also consider quick-impact and achievable activities / services that

CRF can propose to its members (such as for instance organization of training on food safety
standards as SCCRP has proposed to support), because such useful setvices are important to build

the trust of members and consolidate the credibility of the Cambodian Rice Federation.

Besides, the representative of USAid has also recalled about the existence of other spaces for coordination

such as the Technical Working Group on Agriculture and Water. ..

¢ Reference was made to the system of electoral colleges which is a mandatory requirement in France or in EU country for an inter-

professional or branch organization to be formally acknowledged and empowered as representative of the sector.

71t seems farmers’ representatives have not been much associated to the preparation of CRF’s Strategic plan of CRF (that was
presented during the Cambodian Rice Forum in January), despite important sections of this plans are directly focused on the paddy

production segment.
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1.2. SUPPORT TO FEDERATIONS / NETWORKS OF FARMER ORGANIZATIONS
1.2.1. INSTITUTIONAL SUPPORT AND CONSOLIDATION OF FO FEDERATIONS

AVSF-CIRD-ADG team has been working since the beginning of this year to develop the strategy and
modalities to support FO Federations in 2016-2017, for FO Federations to conttibute to improve insettion
of their members in Cambodian Rice value chain. Three main objectives have been identified, as follows:

* To improve service provision to FO Fed's members on paddy production, processing and
commercialization.

* To improve the representativeness/role of FO Fed at national level on tice sectors.

» To strengthen FO Federations institutional.

1.2.1.1. PLANS WITH FAEC AND FCFD

The project team has wotked with FAEC and FCFD to develop potential activities that could be
implemented from early July 2016. This notably includes:

" The facilitation of the access to credit for member FO to develop their business and get involved in
setvices to their members for rice production (input supplies) and/or paddy commercialization.

®  The facilitation of contacts with potential buyers or partners for contract farming,.

»  Capacity building and support to members to gather information from their members and elaborate
a planning of paddy delivering capacities at each FO level.

»  Capacity building and support to FOs to assess quality of paddy and to take measures to improve it,
including suppott to develop paddy seed production, SRP standard and Post-harvest technology.

* Facilitate contacts and negotiation with suppliers (inputs) and setvice providets (plowing /
hatvesting / transportation...).

" Reinforce the FO’s representativeness and advocacies works.

Adjustments are still being made in FAEC and FCFD plans in order to adjust to budget constraints.
Quattetly objective indicators ate also been developed.

1.2.1.2. PLANS WITH FARMER WATER NET (FWN)

On 7t of June 2016, Mr Seng Sophak from the Irrigation Setvice Center has communicated to SCCRP’s
PMA a draft proposal® for actions to be undertaken by the Farmer Water Net and ISC in 2016-2017 in
support to FWUCs for paddy commercialization activities (+ in some cases side services of seceds
production and input supplies). Comments were sent by PMA on 13 June, with questions and request for
some clatification in the proposal. On 30 June, a revised version was still expected from FWN/ISC.

Once the proposal will be finalized and agreed, it will serve as the basis for a specific contract with Farmer
and Water Net?, which will encompass the support to the proposed activities and services to FWUC to
support paddy commercialization, as well as Farmer Water Net representation roles, notably in CRF.

8 Several recalls were previously sent to the ISC director about this proposal, which was expected to be provided to the project since
February/March 2016.

9 Note: it is planned that this contract will be funded under the Component #3 of SCCRP project, since it is mainly focused on
pilot actions of FWUCs in paddy commercialization.

B Quarterly Executive Report #14 8



CKH-1077 B Support to the Commercialization of Cambodian Rice Project

1.2.1.3. CFAP AND FNN

CFAP and FNN are not developing specific services to their members for paddy commercialization. Only
few members of CFAP could be involved in paddy commercialization, according to AVSF-CIRD-ADG
team, but they ate also member of FCFD and can thereof get support through this Federation.

Nevertheless, CFAP and FNN will be supported in their function of representation and in particular in their
involvement with Cambodian Rice Federation bodies (Board and Farming and Milling Productivity ExCo).
But the amount of budget support will be much lower than for the three other FO Federations.

1.2.2. FO FEDERATIONS’ SERVICES TO MEMBERS FOR INPUT SUPPLY

1.2.2.1. FERTILIZER SUPPLY: PARTNERSHIP BETWEEN FO FEDERATIONS AND BAYON HERITAGE

SIGNATURE OF MOU

Results of previous negotiations!'® between FAEC, FCFD and Bayon Heritage Holding Group Co., Ltd.
have been consolidated by the signature of a Memorandum of Understanding between the FOs and the
fertilizer supplier. The meeting and signature of MoU took place on 4t of April 2016 at Tonle Bassac 11
restaurant. The conditions of the MoU are similar to the one agreed in March and already desctibed in the
previous Quarterly Executive Report!!.

IMPLEMENTATION AND BENEFITS FOR FEDERATIONS

During 3 months (April-June 2016) the extension meeting has been organized and purchase orders of
fertilizer made:

* by FCFD in 5 provinces: 4,772 bags equal to 238.6 mettic tons of fertilizer were ordeted by FOs.
Based on the agreement with Bayon Heritage, this operation has generated an income of
2,386 USD for FCFD and 2,386 USD income to FCFD member otganizations

* by FAEC also in 5 provinces, 3,030 bags equal to 152 metric tons of fertilizer ordered by FOs,
1.515 USD will profit for FAEC and 1.515 USD will profit for members.

Table 3: Results of partnership on fertilizer supply between Bayon Heritage and FAEC + FCFD

Name of Quantity of Total Sharing of commissions ! Additional
FO Fertilizer commissions generated by the salesof : operational costs
Federations Ordered/bought by generated fertilizers i paid by Company to
FO ($) i FO Federations
bag ton Federations FO Members : Paid Still due
FCFD 4,772 238.6 4,772 $ 2,386 $ 2,386 $ 1,000 $ 500 $
FAEC 3,030 152 3,030 $ 1,515 § 1,515 § 1,000 $ 500 $
Total 7,802 390.6 7,802 $ 3,901 $ 3,901 % 2,000 $ 1,000 $

10 Meeting hold on 28t of March 2016, Cf. Quarterly Executive Report #13, § 1.2.3.1. pages 10-11.
11 Cf. Quarterly Executive Report #13, § 1.2.3.1. pages 10-11.
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1.2.3. ROLES OF FO FEDERATION FOR ACCESS TO CREDIT FOR FOSs

1.2.3.1. BRIEFING BY RDB TO FO FEDERATIONS ON NEW CREDIT POLICY

After RDB has endorsed its new credit offer dedicated to Farmer Organizations, a meeting was organized in
RDB office in order to present in detail the conditions of RDB loan offer, for FO Federations to be in
position to disseminate this offer and to support their members to prepare business plans and loan
applications. Details about this meeting in RDB are provided in § 4.2.3. in this report, page 31.

1.2.3.2. ORGANIZATION OF THE DISSEMINATION BY FAEC AND FCFD TO THEIR MEMBERS

After received the new credit policy for agticulture cooperative from Rural Development Bank (RDB),
FAEC and FCFD prepared internally (with SCCRP support) how to implement dissemination of
information on the new credit availability to their members and developed a planning of provincial
workshops for this dissemination, and prepated support documents. FAEC and FCFD have agreed to apply
the same rules and documents in providing service for coordinate this activity and to co-organize the
provincial workshops in provinces where the two Federations have members (Takeo, Prey Veng, Kampong
Thom and Battambang).

A first provincial workshop was organized in Prey Veng province, in PDA Office on 30 of June 2016.
11 AC representatives patrticipated (4 from FAEC and 7 from FCFD members). Participants understand
cleatly on the new credit policy for AC of RDB and the rule/service of FO Federations in facilitation for
this activity. Tentatively 5 ACs (3 FCFD and 2 FAEC members) will consider to submit an application for
loan, for a total approximate amount of 25,000 to 30,000 USD, for fertilizer, fuel trade and agticulture loan
to members.

1.2.4. REPRESENTATION OF FARMERS IN CAMBODIAN RICE FEDERATION

1.2.4.1. REPRESENTATION OF FARMERS IN CRF BOARD

On 16t of June, the election of the three representatives of FO Federations in the Board of the Cambodian
Rice Federation took place in CJCC. Details on the process of organization and implementation of election
of FO representatives are provided in the § 1.1.4.2. in the present report, pages 5-6. The three elected
representatives are: Mr Samath Veasna (FCFD), Mr Seu Rany (FNN), Mrs An Saron (CFAP).
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2. COMPONENT #2: IMPROVEMENT, STANDARDIZATION AND CERTIFICATION
OF THE CAMBODIAN RICE QUALITY

2.1. QUALITY LABEL / CAMBODIAN RICE BRANDING: DEVELOPMENT OF A CERTIFICATION
TRADEMARK FOR CAMBODIAN PREMIUM JASMINE RICE

2.1.1. OVERALL MANAGEMENT OF THE BRANDING PROCESS

On the 4% of April 2016, in order to support the coordinating officer in charge in CRF in his role of

stimulation of the process of branding, SCCRP Project Management Advisor has drafted and sent a

tentative up-dated roadmap of the branding process to GMP ExCo members and partners involved. The

proposed timeframe was very indicative, but the main purpose was to highlight all the numerous temaining

tasks that were still pending to pursue and complete the development and use of CRF’s certification mark.

The proposed plan was covering the topics of brand development, registration (in Cambodia and abroad),

certification mark operational use and management, and promotion — See Table 4 below:

Table 4: Topics and tasks still to be undertaken as part of the branding process, as in April 2016

1. Brand development

I11. Brand use and management

1V. Brand promotion

1.1. Final validation of brand name and
logo

1.2. Final validation of all requirements

1.3. Validation of control / certification
process

1.4. Draft and endorse fees for brand users

11. Brand registration

11.1. Registration in Cambodia

II.1.a. Transfer all document to WIPO
expett

II.1.b. WIPO expert prepare application
II.1.c. CRF submit application to
MoC/DolP

I1.1.d. MoC/DolP issue receipt of
application

II.1.e. MoC/DolP proceed with
application

II.1.f. Certification mark registred by MoC

11.2. Registration in other target
markets

II1.2.a. Select target markets (EU? USA?
China...)

II.2.b. Explore procedures and
requirements

IL.2.c. Select IP law office / agent

I1.2.d. Assess costs and mobilize resources
II1.2.e. Contract IP law office / agent
II.2.f. Proceed with registration process
I1.2.g. Certification mark registred in
tatget country

111.1. Accreditation of Certification Bodies
II1.1.a. Communication of requirement to CB
II1.1.b. Information session for CBs

IIL.1.c. Interested CBs apply

II1.1.d. CRF ExCo review CBs applications
II1.1.e. CBs receive their accreditation

IIL.1.£. A list of accredited CBs is published

111.2. Information of potential brand users
II1.2.a. Draft a information notice

II1.2.b. Send information notice to

exporters. ..

II1.2.c. 1st info/training session in Ph. Penh
II1.2.d. 2nd info/training session in province
II1.2.e. 3td info/training session in province
II1.2.f. More sessions if needed

II1.2.g. CRF receive applications from
potential users

111.3. Implementation of controls

II1.3.a. First check of managerial / legal
compliance

II1.3.b. CB reporting and grant first brand user
certicate

II1.3.c. CB start to verify product quality
(shipments)

111.4. Organization of brand management
within CRF

II1.4.a. Lists tasks to be done by CRF

II1.4.b. Develop job-descriptions

II1.4.c. Persons in charge are appointed
II1.4.d. Capacity building / training

1V.1. Explore interest of
distributors

IV.1.a. Briefing of
exporters on how to
involve distributors
IV.1.b. Exporters explore
interest of their clients

1V.2. Brand promotion
material

1V.3. Brand website
IV.3.a. Develop web-site or
section of CRF page
IV.3.b. Up-load / up date
list of accredited CBs
IV.3.c. Up-load / up date
list of authorized brand
users

1V.4. Brand launching
campaign

IV.4.a. Social media
campaign

IV.4.b. National launching
event

IV.4.c. International
launching event

1V.5. Promotion in
international events
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A GMP ExCo meeting took place on 26 Aptil 2016, in which final legal requirements and quality
management requirements for brand users have been endorsed. But the planning of implementation of
further tasks was not discussed during this meeting, and there was no other GMP ExCo meeting convened
later on during this quarter.

On 20d of June, SCCRP Project Management Advisor had a meeting with Mr Poeuv Bunrith (CRF) to
discuss again the next steps on branding and action required, but it did not yet lead to a more proactive
attitude of CRF officer and management.

2.1.2. PROGRESSES ON BRAND’S SPECIFICATION, REQUIREMENTS AND MECHANISMS FOR VERIFICATION OF
THE COMPLIANCE

A GMP ExCo meeting took place on 26 Aptil 2016, in which final legal requirements and quality
management requirements for brand users have been endorsed, based on a check list prepared by

TUV Rheinland.

In that meeting, the question “what do we plan to make sure the benefit of the brand also somehow reach
farmers”, previously raised by SCCRP project (and recalled by e-mail on 4t of April), was discussed again.
Two ideas had been previously proposed: a) to impose that a cetrtain proportion of the branded tice is
produced from paddy bought from Farmer Organizations; ot b) to feed a farmer development fund with a
part of the brand users’ fee). The GMP ExCo has agreed on the principle of the second option, with
(tentatively) an amount of 20% of the brand-users’ fee to be channeled to feed a development fund for
Farmer Organizations.

The principle of brand user fees itself is agreed as well. But the amount is still in discussion. The fact that
the brand will not immediately generate additional value is considered, and it is acknowledged that in the
first few months or yeats of brand use, the amount of brand user fee shall be kept low in order to
encourage exporters to use the brand and thereof contribute to build its notoriety.

Last, on that session, the GMP ExCo has also confirmed the principle of authorization of re-packaging of
branded rice outside of Cambodia, but with some conditions and verifications to be developed. TUV
Rheinland was asked to propose concrete measures for this purpose.

In May 2016, TUV Rheinland has provided an updated version of all deliverables D1 to D7:

* D1 — Overall summatized description of the control and certification system proposed

* D2 — Detailed procedures, control methods and tools for verification of compliance with
management process requitements

* D3 — Detailed procedures, control methods and tools for verification of compliance with product
specifications

* D4 — Catalogue of measures / sanctions to be decided in case of non-compliance with Product ot
Process requirements

= D5 — Guidelines for Brand users
» D6 — Guidelines for Certification Bodies
* D7 - Guideline for CRF Brand Management Officer
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2.1.3. PROGRESSES ON COMMUNICATION AND MARKETING ASPECTS OF THE BRANDING

2.1.3.1. BRAND BOOK

As indicated in the previous quattetly report!2, ad’ communication (contracted
by IFC) has finalized the development of the logo and slogan for
cettificaion mark and the name “Angkor Malis” was endorsed. Ad’
commmunication has also prepared detailed guidelines regarding the use of the
“Angkor Malis” logo, compiled in a “brand book”. This contains the
versions of the logo (colot and monochrome), the color codes (pantone
references), fonts, protection areas to be respected around the logo,

minimum size, etc.

Angkor Malis logo >

2.1.3.2. PROMOTION MATERIAL AND PRESENTATION OF THE
BRAND

« Angkor Malis » brand was presented to an audience mainly
composed of Cambodian rice sector stakeholders in the
workshop co-organized on 18 May 2016 by the IFC and CRF
(See below). As part of the presentation of the brand,
i ad’ communication has shown preliminary version of posters

THE WORLD'S BEST RICE designed for the brand promotion.
FROM THE HEART OF CAMBODIA

< First poster for « Angkor Malis » promotion, developed by ad’ commmnication.

2.1.4. REGISTRATION PROCESS

2.1.4.1. PREPARATION OF RULES TO ATTACH WITH APPLICATION FOR CERTIFICATION MARK
REGISTRATION

As indicated previously!3, Mr Fabrice Mattei, an Intellectual Property lawyer based in Bangkok, is mobilized
via the World Intellectual Property Otrganization to conttibute to the process of registration of CRI’s
certification mark.

SCCRP project has provided him all the documents prepared by TUV Rheinland regarding the certification
matk requitements and the use of the logo, and Mr Fabrice Mattei has helped to reformulate a
comprehensive rule for the use of «_.Angkor Malis » certification mark, to be attached with the application for
the registration of the mark in Cambodia as well as in other countties.

12 Cf. Quarterly Executive Report #13, § 2.1.2. page 14.
13 Cf. Quarterly Executive Report #13, § 2.1.3. page 15.
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On 144 of June 2016, SCCRP Project Management Advisor had a meeting with the IP lawyer and with
Mr Poeuv Bunrith in CRF to review rules of use of the Certification mark. Some amendments were made

during this session, and additional revisions will be needed with some inputs expected from TUV
Rheinland. This will be finalized in July 2017.

2.1.4.2. ISSUE OF MISSING PRAKAS FOR REGISTRATION OF CERTIFICATION MARK IN CAMBODIA

In the end of 2015, the Department of Intellectual Property of the Ministry of Commerce has indicated that
MoC would soon be ready to register Certification Marks!4. But during the workshop co-organized by IFC
and CRF on 18% of May, Mr Op Rady, tecently appointed Ditrector of the Department of Intellectual
Property of MoC, has indicated that an element of regulation (a Prakas) is still missing for MoC to proceed
with such registrations.

This could delay the process of the registration of « Angkor Malis » in Cambodials.

2.1.5. BUILDING AWARENESS ON THE BRAND AMONG CRF’S MEMBERS

2.1.5.1. CRF-IFC WORKSHOP ON 18 MAY 2016

The IFC and CRF have jointly organized a workshop in which activities and outcomes of the IFC project
on rice sector have been presented, as this project was reaching its end. During the afternoon, a session was
dedicated to present the concept of « Angkor Malis » certification matk, with presentations made by CRF,
by the Department of Intellectual Property of MoC, by ad” communication and by TUV Rheinland.

The name and logo of « Angkor Malis » certification mark were displayed publicly!¢ for the first time during
that event.

2.1.5.2. MOC-WIPO WORKSHOPS

SCCRP’s Project Management Advisor has played a coordination role between CRF, WIPO and the
Depattment of Intellectual Property of the Ministry of Commerce to plan workshops of MoC and WIPO in
connection with the process of development of CRF’s Certification Mark (« Angkor Malis »). PMA had
phone meetings with WIPO, then held a meeting with DIP and CRF to elaborate in the main lines the
content of two workshops: one to be held in Battambang, focused on CRF certification mark, and the

second in Phnom Penh with a broader scope on collective IP rights in agticultural value chain.

The two workshops took place in mid-June 2016, with participation of Mrs Francesca Toso who was
coming from WIPO Geneva for the occasion, and for the second workshop, with the participation of
Fabrice Mattei, IP lawyer based in Bangkok and commissioned by WIPO. SCCRP was not considered as an
organizer or sponsor of these events, but contributed to the initial preparation and coordination, and
financed the patticipation and inputs from TUV Rheinland, present in the two workshops.

MoC — WIPO — CRF WORKSHOP ON « ANGKOR MALIS » CERTIFICATION MARK IN BATTAMBANG

The workshop in Battambang, was held on 13 June 2016 and was focused on CRF « Angkor Malis »
Certification Mark and was primarily targeting rice sector stakeholders in Battambang and North-West
region to provide information on the principle and use of the future Certification Mark.

14 Cf. Quarterly Executive Report #12, § 2.1.1., Box 1 and footnote 12, page 9.

15 It could be possible for CRF to register the Certification Mark in third countries first, as prior registration in the country of origin
is not a mandatory requirement for Certificaion Mark. But it is not seen as desirable, unless if the process of issuing the missing
Prakas takes too long.

16 Despite some reserved expressed regarding public disclosure of the logo before its registration. ..
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MoOC — WIPO WORKSHOP ON COLLECTIVE IP RIGHTS IN AGRICULTURAL VALUE CHAINS ON 15 JUNE 2016

The workshop in Phnom Penh was held on 15 June 2016. It was co-chaired by Mr. Op Rady, Ditector of
DIP and by Mrs Francesca Toso from WIPO. An overview of collective IP tools (in particular in
agricultural value chains and handicraft sectot) was presented by Mr Op Rady. Mrs Francesca Toso has
highlighted the progress realized since one year over the preparation of CRF’s Certification Mark, which is
now nearly ready to apply for registration. Mr Fabrice Mattei has provided elements regarding key factors
for success (or failure) of collective IP rights, based on his various expetiences. Two cases wete presented as
illustrations: Kampot Pepper (Geographical Indication) and (up-coming) CRF’s Certification Mark
« Angkor Malis ». For this last one, Mr Peouv Bunrith (CRF) presented the overall concept, and process for
inspection and certification of compliance was presented by Mrs Alexandra Herbel (TUV Rheinland).
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3. COMPONENT #3: PROMOTION OF CONTRACT FARMING AND ENHANCEMENT
OF THE INVOLVEMENT OF FARMER ORGANIZATIONS IN PADDY COLLECTING
AND PROCESSING

3.1. GOLDEN RICE: REGISTRATION OF PHKA KRAVAN VARIETY
Since August 2015, when MAFF has sent the letter!” to Golden Rice in which it acknowledges the request

for registration of Phka Kravan variety, no progress has been made or reported in the process of
registration.

3.2. CONSOLIDATION OF THE SUSTAINABILITY OF ORGANIC PADDY SUPPLY CHAIN IN PREAH
VIHEAR (8+4 ACs wiTH AMRU RICE)

3.2.1. SUPPORT TO CREATION AND MANAGEMENT OF THE UNION OF COOPERATIVES

3.2.1.1. PROCESS OF REGISTRATION OF THE AGRICULTURAL COOPERATIVES UNION

The process of registration of the Union of the 8 Agticultural Cooperatives involved in organic paddy
supply with AMRU has been pursued during this quarter, further to the issuance by MAFF of the Prakas on
Unions of Agricultural Cooperatives in last February!s.

The founding General Assembly was organized during this quarter. Final version of the statue have been
endorsed, with the official name of the union being: “Preah Vihear Meanchey Union of Agticultural
Cooperatives (PMUAC)”.

After the General Assembly, the documentation for the registration has started to be processed with local
authorities and support of PDA. The official registration is expected to be finalized in July 2016.

3.2.1.2. SUPPORT AND BACKSTOPPING OF ACU MANAGER

Since the first quatter of 2016, PMUAC manager takes one day every month to prepare monthly planning
with ISC team without participation from SCCRP team. They sent their planning to SCCRP team for
comment and additional advice later on. SCCRP team takes time every month to comment planning of all
PMUAC team to ensure wotk quality and efficiency.

SCCRP team in chatge of Component #3 (AVSF-CIRD-ADG) estimate that the performances of the ACU
manager are not fully satisfactory and progresses ate slow. Recommendations provided by project team are
not always taken into account.

Monitoring of further progresses of ACU manager (and other employees of ACU as well) is required, and
the situation enhance the need to develop evaluation tools / petformance indicators and to build the
capacities of the Board of the ACU. As the ACU will soon be officially registered the Board of the ACU
will gain legitimacy and will be in a stronger position (and responsibility) to undertake this role.

17 Cf. Quarterly Executive Report #11, § 3.2.1. page 15.
18 Cf. Quarterly Executive Report #13, § 3.3.1.1. page 18.
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3.2.1.3. SUPPORT PMUAC BOARD TO ORGANIZE FIRST MEETING AFTER ITS ESTABLISHMENT

A full day meeting has been otganized at PMUAC office on 13 May 2016 with participation of 2 officers
from the OACP, 8 Board members of PMUAC and SCCRP team membets to discuss the functioning of
PMUAC after its creation. The results of the meeting are summaries as follows:

* The following activities are identified as priorities for 2016-2017:
o Support the production and collection of organic paddy to sell to AMRU;

o Commercialization of organic fertilizer (in case we can identify fertilizers compatible with
EU and USA otganic standards;

o Support the production and distribution of quality otganic paddy seeds.

* PMUAC empower PMUAC salaried team to continue their support and management on organic
paddy production and internal control system and to get involved in paddy seed production and
supply to members. Activity of fertilizer commercialization is not yet initiated, as prior validation of
fertilizer has to be done by the certification body.

"  Decision was made on the number of shares that each member of PMUAC agtee to buy for the
initial period. The value of each share is 1,000,000 KHR. Krabao Prum Tep AC intends to
purchase 10 shares, Torsu Senchey 2 shares and other 6 ACs one share each.

Besides, following strategic otientations /key points have been reviewed and agtreed:

»  SCCRP and PDA are currently the main partners of PMUAC in the long run. PMUAC will identify
others partners such as VWI, IVY, etc.

* AMRU is the main buyer for union for this 2016.

* The union will keep the existing staff to continue their wotk, but will try to identify other
candidates living in Preah Vihear as a potential pool to scale up or replace existing team, when there
are needs.

*  PMUAC will reserve at least 20% of their yeatly benefit for reserve fund.

*  Office building: PMUAC will try to identify pattners or donors that can support to build office for
PMUAC.

* Land for construction: PMUAC may request land from PDA or from governor of province in case
there are some donors who can help them to construct their office. PMUAC board will see the
possibility to buy land for construction of PMUAC office if they have the opportunity.

3.2.1.4. PMUAC STAFF AND CAPACITY BUILDING

NEW STAFF SUPPORTED BY IVY

Ms Vuth Vicheara has been recruited with the support of IVY? to work with the ACU, in order to help to
absorb the additional wotk load with the foreseen integration of the 4 new cooperatives supported by the
Japanese NGO. It was initially considered that she could allocate a part of het time to undertake accounting
tasks (in addition to ISC inspector supetvision), but finally it was estimated by IVY that she would not have
sufficient skill for this.

TRAINING ON ACCOUNTING

PMUAC uses Excel program for accounting and financial reporting,

19 Her salary for this year is sponsored by IVY, then will be taken over by the ACU next year, while the new cooperatives will have
paid their contribution to PMUAC costs.
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In May, IVY has provided 2 days of training to all PMUAC staffs Quickbook software. Yet more support
would be required for PMUAC to be able to switch to the use of Quickbook.

3.2.2. IMPROVEMENT OF MANAGEMENT AT COOPERATIVES’ LEVEL

Various practices of remuneration of management committees of Agricultural Cooperatives involved in the
organic paddy supply to AMRU were observed last year, with in some cases excessive remuneration
captuted by ACs’ committees, to the detriment of ACs’ members?.

In order to address this issue and to harmonize practices of ACs involved in the organic paddy value chain,
a workshop has been organized with the Office of Agticultural Cooperatives Promotion of the PDA of
Preah Vihear and in collaboration with WVI on the 29tk of April 2016. 47 participants from 8 ACs took part
in this meeting, during which the following issues were clarified:

"  Necessity to comply with ACs statutes and regulations, which provide some benchmark on
application of incentives for ACs representatives / committees.

* AC Union and ACs engage costs to ensure organic certification (including ICS and ICS
supervision) and manage the commercialization of paddy. A fair amount of premium can be kept at
these two levels in otder to cover these costs, including a reasonable remuneration of committees.
But as far as possible, a major patt of the premium price for otganic paddy should reach producers.
Clear and transparent modalities for the calculation of the costs at cach level should be
established?2!.

" A part of the premium price received for organic paddy can be reserved to be re-invested in actions
for quality improvement.

Among the results of this wotkshop, AC leaders have agteed to apply a daily remuneration of
30,000 KHR/day (incteased to 40,000 KHR/day if they have to work overtime, at night) duting the
campaign of paddy collection, and an incentive of 20% of final yeatly benefit of the cooperatives. Fuel
consumption and communication costs will be reimbursed separately.

3.2.3. PREPARATION FOR ORGANIC CERTIFICATION 2016

Improvements have been made on farmers recording books, submitted by COrAA and then finalized by
PMUAC with support of SCCRP project team.

COrAA has proposed a plan of activities to provide some (light) follow-up support to PMUAC and ACs in
2016, consisting in training and monitoring and evaluation of the Internal Control System. If the support is
confirmed, COrAA will be directly contracted by PMUAC for this year.

3.2.4. INTEGRATION OF NEW MEMBERS IN THE ORGANIC PROGRAM

Given the success of the last 2 years of collaboration with AMRU, more farmers have expressed interest to
join the plan for otganic paddy production of their ACs, while AMRU has also confirmed an intention to
increase volumes of organic paddy they could purchase (mainly increasing white rice varieties rather than
jasmine).

20 Cf. Quarterly Executive Report #13, § 3.3.4. page 19.

21 This is already the case for the fees paid to the Union of Cooperatives, which level is based on budget of the Union and on
expected volumes marketed after a phase of growth of volumes (based on projections developed in 2015). Cf. Quarterly Executive
Report #11, § 3.3.1.1., pages 15-16, and Annex 1 of the same report.
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The integration of new members in the program will generate additional certification costs, mote than in
propottion of the growth, because the inspector from the international certification body will have to
inspect a latrger proportion of new members than the regular sampling ratio for old members. Integration of
new members can thereof be considered as an investment which is not amottized on one year only. AMRU
has requested ACs (ot project) to contribute to cover part of the extra-costs?? generated by the integration
of new members, for a proposed amount of 7,500 USD.

Contributions on ACs side will be covered by an “entry fee” charged to new member only.

3.2.5. NEGOTIATION OF MOU AND CONTRACTS FOR SEASON 2016 wiTH AMRU

3.2.5.1. 15T STEP OF NEGOTIATION OF 2016 CONTRACTS

For new cycle of rice production (this wet season 2016), AMRU took the initiative to organize a first
meeting with the 8 ACs member of PMUAC + 4 ACs supported by IVY. The meeting took place on the
5th of April 2016 at PDA office and was attended by representatives of each ACs involved, PDA, OACP,
SCCRP, IVY and AMRU. A quick statement of last year results was made during the meeting, highlighting
good results of the partnership, but also difficulties and room for improvement, notably regarding the
quality of paddy (high broken rate). ACs representative also reported the constraints and difficulties met in
paddy production last year, such as drought during production petiod, rains at harvest time, lack of good
seed, lack of labor force for hatvesting, no road to access to rice field to harvest and to dry on time and lack
of service of combined-harvesters in the target area. ACs representative highlight also the problem of
different conclusion of quality check by ACs representatives and AMRU staff and the late payment of
AMRU especially at the end of the campaign. Company accepts to analyse 3 times paddy quality in case
farmers don’t agree with the results of quality testing. AMRU also apologized for late payment during
December 2015 and explained also the constraint of late payment by his clients abroad in the last days of
December due to holidays in Europe at that time of the year.

The commitment of the 4 new ACs to join the Union was also confirmed, and AMRU expressed its will to
develop mid-term MoU with the cooperatives to ensute a better visibility of the partnership.

Costs at AC committee level were also discussed during the meeting and AMRU encouraged coopetatives
to review their internal rules and practices in that matter, with the support of the SCCRP project and of
PDA (which was done later on in April — See § 3.2.2., previous page). Issue of extra certification costs due
to massive entrance of new members was also addressed (See § 3.2.4. above).

For this season, at the time of this first meeting, AMRU’s CEO has indicated that AMRU could buy
approximately 3,000 to 3,500 tons of otganic jasmine paddy from the 8 cooperatives of PMUAC, and all the
organic white-tice paddy that ACs would be able to supply.

3.2.5.2. REVISION OF QUALITY GRADES CLASSIFICATION

In further steps of the negotiation, classification and specification of the different grade of quality was
renegotiated in order to take into account the experience of previous years. This process took a significant
amount of time and several steps in the negotiation, and was concluded on 26* of June during a meeting at
PMUAC office with participation of 20 people from 12 ACs representatives, AMRU team, IVY staff,
PMUAC staff, PDA representative and SCCRP team. The following specifications for each grade of quality
were agreed during that meeting:

22 These extra-costs ate finally lower than previously thought, because it was first thought that 100% of new members would have
to be inspected, which is finally not the case.
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Table 5: Description of quality grade for organic paddy agreed between AMRU and ACs in June 2016

Broken Premium

Categories Purity (%)  Moisture (%) Rate (%) price in 2016 Notes Comments

Al 90%-100% 13%-14.9%  1%-24% 270

A2 90%-100% 13%-14.9%  25%-32% 180 Dry Paddy f\ffo;?\;az%?; of
A3 90%-100% 13%-14.9%  33%-36% 130 together

A4 90%-100% 13%-14.9%  40%-52% 50

Bl 90%-100% 15%-19.4%  1%-24% 210 _ Previous category of
B2 90%-100% 15%-19.4%  25%-36% 180 ﬁfz;t B1 and B2 merge

B3 90%-100%  15%-19.4%  37%-40% 130 together

C1 90%-100% 19.5%-30% N/A 50 Wet Paddy

D1 90%-100% 13%-16% 1%-16% 230

D2 90%-100% 13%-16% 17%-24% 190 White Rice

D3 82%-89% 13%-16% 1%-24% 130

Note: The percentage highlights in bold are the new definition for this 2016.

3.3. EXPLORE POSSIBLE OPPORTUNITIES OF CONTRACT FARMING FOR ORGANIC PADDY SUPPLY
WITH SIGNATURE OF ASIA

Identification of suitable area and cooperatives to develop organic paddy production has been putrsued in
collaboration with Signature of Asia during this quarter. After visits in Siem Reap and Oddar Meanchey in
Match?3, the project team has explored other possible locations in Koh Kong, Kampong Speu, Pursat and
Preah Vihear.

Some areas in Koh Kong and Oddar Table 6: Number of interested households and villages in
the 7 new ACs identified for organic paddy production in

Meanchey 1 suitable f i
eanchey could be suitable for organic Preah Vihear

paddy production, but with a limited

potential in term of volumes. So ultimately No Name of AC # HH .# of
Signature of Asia has decided to focus the volunteer  villages
development of organic paddy sourcing in 1 Sznoke Samaki Meanchey 85 2
Preah Vihear province only where the 2 Samaki Sovankiti Cheb 36 1
potential is higher. 3 Puthrea Vathanak Meanchey 149 3
4 Rumduol Samaki Mlobptey Py Cheb 111 2
Project team and staff of Signature of Asia 5 Khyorng Saing Senchey 100 3
have met 7 cooperatives with 846 members 6 Chrach Salavoan Samaki Meanchey 158 5
and 2,493.4 ha of rice production land. 7_Sangke Py 207 3
Total 846 19

The capacity to produce and sell for this year 2016 is estimated to approximately 3,942 tons of organic
paddy (3,351 tons of Jasmine rice and 591 tons of white tice). The detail information per ACs is shown in
the Table 7, next page.

23 Cf. Quarterly Executive Report #13, § 3.5.2. page 20.
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Table 7: Potential of production of organic paddy in the 7 new ACs identified in Preah Vihear

1 Estimated I . .

' NbHH | | Estimated production t
No Name of AC Total land surface (ha) i roducin iproduction for 2016 i ) Imaseellp(ttgnlsj)C e

! P 91 (tons) !

Jasmine  White  Totali Jasmine White! Jasmine Whitei Jasmine White Total

1

1
1_Sangke Samaki Meanchey 117.0 67.0___ 184.0 | 66 641 2900 13671 1535 750 2285
2 Samaki Sovankiri Cheb 34.0 50.0 9301 16 25! 370 4001 170 110 28.0
3 Puthrea Vathanak Meanchey 2248 2280 4528 68 801 3600 41701 2650 1380 4030
4 Rumduol Samaki Mlobprey Py Cheb 3028 23909 54271 103 99| 5972 3945 | 4967 1220 __ 6187
5 Khyome Saing Senchey 234.9 17.3 2522 97 261 6787 7931 5349 315 5664
6 Chrach Salavoan Samaki Meanchey 3313 93 34061 144 42! 7330 2001 6040 125 6165
7 Sangke Py 5050 1231 6281 197 871 14370 3529 | 1280.0 201.0 14810
Total 17498 7436 249341 691 423 | 41329 14494 | 33511 5910 3,942.1

Whereas Signature of Asia has initially indicated that they would be intetested for both organic jasmine and
organic white rice vatieties, the company has finally informed that they will be able to putrchase only white
rice varieties this year as they found client only for this category of rice. So for this year the organic
production would concetn only 423 households in these 7 cooperatives.

The model proposed for the development of this otganic paddy supply chain (at least for this first year) is
quite similar to the one previously developed with AMRU: Signature of Asia and the seven coopetatives will
negotiate and sign a Contract Farming agreement. ACs should have their own ICS inspectors (and cover the
related costs), and the buyer will hite the certification body. A staff will be recruited to supetvise the ICS
inspectors: as we did for the 8 ACs involved with AMRU, the project will cover the costs for this position
for the first year, but the cooperatives will take the commitment to take over the costs based on a fixed
contribution per kilogram of otganic paddy sold to Signature of Asia. This contribution will be set at
50 KHR/kg, aligned with PMUAC practice, and possibly allowing an integration of these 7 ACs in
PMUAC? in 2017. A significant difference with the previous case with AMRU is that Signature of Asia is
expected to finance and implement the training of farmers on organic standards and the training of ICS
inspectors, whereas the SCCRP project had made these investments in 2013 and 2014, via the contracts
with COrAA.

At the end of this June, Signature of Asia has already recruited a staff to be involved in this project.

3.4. SUPPORT TO PILOT IMPLEMENTATION AND POSSIBLY CONTRACT FARMING FOR “SRP”
RICE PRODUCTION

3.4.1. RECALL ABOUT BACKGROUND ON SUSTAINABLE RICE PLATFORM

Sustainable Rice Platform (SRP) is a global platform of stakeholders in rice that has developed the “SRP
standard”, aiming at encouraging sustainable farming practices in tice, and valuing the sustainable
production. Globally, SRP is still at a very pilot stage, but some Cambodian exporters are willing to pioneer
the system with Farmer Organizations. An eatly engagement in SRP practices could be of strategic interest
for Cambodia, considering that major international buyers are aiming at sourcing 100% of sustainable row
material starting from the coming years (notably Mars, with a target of 100% sustainable sourcing by 2020,
but also other major buyers such as Ebro Food). Rice suppliers able to comply with these standards will
have a competitive advantage against others to supply these major clients.

An informal “SRP working group” has been established in Cambodia, with patticipation from SRP
sectetariat from Bangkok. At the moment, the group gather interested exporters (BRICo, Golden Rice,
AMRU... some of them already selling rice to Mats), the Department of Rice Crop of GDA/MAFF,

24 It was judge preferable not to integrate in PMUAC these 7 ACs involved in this new partnership with Signature of Asia from this
first year in order to avoid to put PMUAC at risk in case of a failure of this new partnership.
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Cambodian Rice Federation, and some projects / support organizations or development pattners such as
SCCRP, IFC, CAVAC or WCS. One Cettification bodies (Control Union) is also getting involved with this
informal team.

3.4.2. CONTACTS WITH BRICO ABOUT CONTRACT FARMING FOR SRP RICE

Mr Kann Kunthy, CEO of BRICo (Battambang Rice Investment Co., Ltd) has informally contacted SCCRP
project team to discuss possible support of the project for the development of Contract Farming for the
production of SRP certified paddy.

SCCRP project already had a previous expetience of Contract Farming between BRICo and Pet Sat
Doembey Akphiwat Kaksekar Association in 2014, which was not very successful due to some issues with
the quality of paddy, but also (mainly) because the principal of contracting was not very necessaty since it
was for the supply of the same paddy as what can be found from middlemen and at market price.

The supply of certified SRP tice would provide a quite different context. As for Organic Rice, the SRP
cettification trequites to document and track production. It thereof creates a need for a consolidated
partnership between producers and millers. For this reason, Contract Farming between exporters or millers
and Farmer Organization could be relevant for SRP paddy supply. Our project team for component #3 (as
well as FO Federations or CRF) can offer setvices to support linkages between exporters and interested
Farmer Otrganizations, and facilitation of contract farming negotiations.

Preliminary communication was made with some potential FOs via FO Federations, but the insufficient
information on SRP standards and requitements in term of documentation / control systems has been an
obstacle to go further in exploring possible pattnerships until the end of this quarter.

3.4.3. PARTICIPATION IN THE CAMBODIAN SRP WORKING GROUP AND ENVISAGED SUPPORT OF SCCRP
PROJECT FOR THE ORGANIZATION OF A TRAINING OF SRP FIELD OFFICERS

SCCRP project took part in the Cambodian SRP coordination working group meeting on 19t of May 2016.
The meeting took place in IFC office and was facilitated by Wyn Ellis from the SRP Secretariat (Bangkok).
Three exporters were participating and have already expressed their interest to develop partnership with
producers to produce SRP rice: BRICo, Golden Rice and AMRU Rice.

To address the need for a detailed understanding of requirements, the SRP Secretariat is planning to
organize a training session in Cambodia, but was requiring additional partnerships to finance the operation.
SCCRP representatives took the commitment to validate with SNEC and AFD a proposal for budgetary
and logistic suppott for the organization of this training, which is scheduled to take place in Siem Reap on
14 and 15 of July 2016. This technical training is a needed prerequisite to move forward with pilot
implementation of SRP standards. The training (Training of Trainer — ToT) will aim at building the
capacities of technical officers/trainers in charge of further implementation.

The SRP secretatiat will contribute by covering the costs of trainers (including their travel and
accomodation). Trainers are: Mr Joel Janiya, from IRRI (based in the Philippines) and Mr Wyn Ellis,
Sustainable Rice Platform Coordinator (based in Bangkok).

SCCRP project team has proposed to cover the costs for the venue (including coffee breaks and lunch),
interpretation, teproduction of training documents, and the proposal has been approved by SNEC, then
validated by AFD on 30 June 2016.

In addition, SCCRP team is facilitating the logistic, notably the registration of participants, booking of the
venue and interpreter, etc.
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3.5. WorkSHOP WITH CRF AND FO FEDERATIONS ON CONTRACT FARMING AND PADDY
SELLING PLATFORM

3.5.1. PURPOSE AND OBJECTIVES OF THE WORKSHOP

Within this quarter, one workshop on Contract Farming and improvement of commercial interface between
FOs and millers/exporters was organized by CRF and SCCRP project on 4t May 2016 at Tonle Bassac IT
with participation of more than 50 people (from FOs and millers/exportters mainly). The main objectives of
the workshop were the following:

* To recall about the concept of Contract Farming, different models, successful cases and lessons
learnt from pilots implemented with the support of SCCRP project;

" To define possible roles of CRF in Contract Farming facilitation;

* DPossibly to identify interested buyers and producer groups for further business matching and
partnership development;

* To introduce the idea of development of a “paddy selling platform” and validate interest of
participants.

3.5.2. RESULTS OF THE WORKSHOP

3.5.2.1. POSSIBLE ROLE OF CRF IN CONTRACT FARMING

During the workshop, patticipants were questioned via a quick sutvey about possible roles/ support
functions that they would expect CRF to do regarding contract farming. Four possible functions were
identified, as follows:

* Informing/advising or/and capacity building on Contract Farming

* Linking or otganizing business matching between Producer and Buyer

*  Facilitating negotiation of Contract Farming agreements

*  Mediating or conciliating conflict resolutions between the two parties

Farmers organizations have not been very selective about the possible roles of CRF in this matter and have
neatly always ticked all the proposed items. But millers have expressed a more differentiated point of view,
expressing that CRF could mainly play a role as a general advisor on the concept of contract farming and
(mainly) help potential partners to get in touch (“business matching”), but most of them would not expect
CRF to get involved in mediation of conflict, and even less in facilitation of contract farming negotiation.

Figure 1: Result of vote on possible roles of CRF in Contract farming
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3.5.2.2. INTEREST FOR INFORMATION TOOLS ON PADDY SELLING / PADDY SUPPLY ABILITIES

All millers/exporters who have filled the quick sutvey form on paddy selling have confirmed a strong
interest for an information platform providing pre-harvest announcement (similar to the type of
information provided in pre-hatvest announcement issued by Stung Chinit FWUC ptior to last harvest —
See Quarterly Executive Report #12, pages 28-30).

On the other hand, a model of auctions on paddy batches after harvest was not supported by potential
buyers.

3.6. EXPLORATION OF NEW POTENTIAL PILOT ACTIONS

3.6.1. FEASIBILITY STUDY ON SCENARIOS FOR FOS INVOLVEMENT IN THE DEVELOPMENT AND USE OF PADDY
DRYING AND STORAGE FACILITIES

3.6.1.1. CONTRACT SIGNATURE

Following AFD non-objection dated 2224 March 2016, the contract with GRET for the « Feasibility study
for a pilot project on investments by Farmer Organizations on paddy drying and paddy storage centers in
Cambodia » was signed on the 17% of May 2016.

3.6.1.2. IMPLEMENTATION OF THE MISSION

The study was implemented in June by Mr Rodolphe Catlier (GRET) and by Mr Khun Leang Hak. A kick-
off meeting of the mission took place in SNEC on 8 June, during which the project management advisor
has recalled the objectives and background of the study, and the consultant have presented their approach.
These presentations wetre followed by a discussion on key criteria to take into consideration and
identification of potential areas where the field surveys should be focused.

In the following days, the consultants have visited potential sites and Farmer Organizations in Takeo,
Kampong Thom and Battambang, have met few millers/exporters and financial institutions such as RDB,
Canadia Bank, Amret...

Mr Rodolphe Catlier has developed a tool on Excel to simulate scenario based on technical, economic and
financial criteria (such as size and petformance of dryers, investment costs, share of auto-financing, cost of
credit, duration of the period of harvest, vatiability of price of paddy, etc.

Organization scenario

: Joint-Venture

A presentation of preliminary results was made
in SNEC on 20 June, with the participation of
project team, representative of FAEC, AMRU
Rice, Golden Rice and SMCG Rice Co., AFD...
The consultants have presented the main results

Limited Company
Sharing capital

4 shareholder . X L. .
(in  patticular undetlining the respective

economic impact of variations on different
parameters), the Excel tool they have developed,
and four possible scenatio of institutional and
commetcial arrangement between stakeholders.

< The “joint venture scenario” as shown in GRET's
presentation during the restitution meeting on 20" June 2016.

The “joint-venture” scenatio: association between miller/exporters and Agricultural Cooperatives (to invest
and manage the drying and storage facilities) was seen as an intetesting option by exporters present. AMRU
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Rice has proposed the (interesting) idea of including a third party investor in order to ensure a better
balance of shares and decision making power in the joint-venture.

3.6.1.3. FOLLOW-UP AND NEXT STEPS

The consultants still have to provide their report and a finalized version of the Excel simulation tool, which
should be received in early July most likely.

During the restitution meeting, a need to pursue the analysis and get more into details was clearly identified.
Yet, a continuation of the study on theoretical or hypothetic cases will lead to no-whete, and SCCRP
management team would rather recommend to mobilize the consultants for a follow-up but based on
practical and actual projects of millers/exporters (and or FOs), to help to prepare in detail the concept note,
business plans and start up a dialogue with potential financial institutions (including notably
AFD/Proparco).

Only two days after the restitution of the study, SMCG Rice Co. has sent (via Mr Khun Leang Hak) a
concept note to the project management advisot. The concept note briefly describe the intention of the
company to partner with rice millers in Prey Veng to invest in paddy drying and storage facilities and
associate Farmer Organizations (48 Agricultural Cooperatives) in a partnership based on Contract Farming.
PMA has met with the General Manager of SMCG Rice and Mr Khun Leang Hak on 24 of June to provide
comments on this and ask to answer some pending questions that ate not addressed in the note. Follow-up
support could possibly be considered (to be confirmed by SNEC and AFD) to help to study the project of
this company as well as those of Golden Rice or AMRU Rice which have also expressed early interest for
partnership model with FOs. Besides, in the shorter term, it could be envisaged to help SMCG Rice to test
contract farming partnership with 2-3 cooperatives in Prey Veng (possibly for next dry season rice) for this
company to get some practical experience of contract farming which could be usefully taken into account
into their more ambitious plans.

3.7. KNOWLEDGE MANAGEMENT, CAPACITY BUILDING, POLICY AND REGULATORY ISSUES ON
CONTRACT FARMING

3.7.1. CONTRACT FARMING EXPERIENCE SHARING

On 9% of June, a presentation of a case study on organic paddy contract farming in Preah Vihear has been
delivered by Mr Sok Sarang during the AC forum organized by Wotld Vision International in Phnom Penh.

3.7.3. DEVELOPMENT OF A MANUAL / GUIDELINES ON CONTRACT FARMING IN CAMBODIA
3.7.3.1. MOBILIZATION OF THE EXPERTISE OF HENRI CAPITANT ASSOCIATION
The contract with Henri Capitant Association for the writing of sections of the Manual requiring more legal

background (notably the dispute resolution part) was signed on the 1st of April 2016. The experts from
Henri Capitant Association have then started to draft these parts.

Besides, a meeting with HCA, AFD and SCCRP took place in AFD office on 19 April, during which key
issues and challenges regarding contract farming regulations and developments were informally discussed.

During this quarter, Henri Capitant Association has drafted the chapter on conflict resolution (Chapter 6 of
the Manual) and relevant sections of chapter 2 and 4.
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3.7.3.2. CURRENT PROGRESS OF  Table 8: Progress of the writing of the Manual on Contract Farming
THE WRITING TO DATE Sections Subsections

Forewords

The Table 8 (opposite) shows

Intoduction: Purpose and Scope
progress of Manual Writing as of 41 - Overview of Contract Farming 11. 1.2, #¥a
30 of June. #2 - Context of CF in Cambodia 21. 2.2. 23
#3 - Procedures for facilitation and negotiation 3.1 3.2 :3.3.0 :34.
We are now getting closed to #4 - Contract content and advices for writing ~ 4.1. 42. 43. 44. 45. 46. 47.

have a complete draft of the 48. 49. 4.10. 4.11. 4.12. 413 4.4
Manual, except for section 4.2.  #5 - Monitoring during implementation 51. 52. 53.
and chapter 5 (on which AVSF-  #6 - Conflict resolution 6.1 62 63
CIRD-ADG team is expected to ~ #7-FOs/ ACsin Contract Farming 2 2N EEA BT B
Work). Bibliography
Glossary
Sections  drafted by Henri Index
Capitant Association will be {5 = Not started = Improved Draft
reviewed and improved in the & = Pats only = Submitted to Taskforce
o}

= 1" Draft - = Final

Numbers of subsections in Red and Bold characters are the ones revised during this quarter.

next quarter.

C

3.8. GENERAL COORDINATION OF THE COMPONENT #3
3.8.1. MONTHLY COORDINATION MEETINGS

Only one cootdination meeting for Component #3 took place during this quarter, on 20t of April 2016,
facilitated by Mr Sok Sarang,
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4. COMPONENT #4: UP-GRADING THE RURAL DEVELOPMENT BANK

4.1. Ur-GRADING RDB: RDB REFORMS AND IMPLEMENTATION OF KPMG
RECOMMENDATIONS

Mekong Strategic Patrtners and BD-Link have pursued their support to the Rural Development actively
duting this quarter. Mr John McGinley permanent presence in RDB has allowed to accelerate the approval
and implementation of structutral reforms of RDB organization, and Mr Chris Harris also had significant
inputs regarding risk management. Mr Va Sothy input on potential value chains involvement of RDB has
also started in the end of this quarter. Main outcomes of this period for RDB are described below.

4.1.1. ORGANIZATIONAL RESTRUCTURING

Recommended organizational changes have been prepared and submitted to the CEO and to the Board of
Director of the Rural Development Bank and have been approved. Among important changes, one can
note:

* Anindependent Risk Department is created;

*  The Department of collections and monitoting moved to the Credit Risk Department.

*  The Credit Department structure is reformed.

As noted in MSP repott, all these changes will take effect « through a phased process, coinciding with the
recruitment of expetienced staff for the Risk department, and MSP led training and development for staff ».
Implementation of new ctedit policy to Farmer Organizations (see § 4.2. pages 29-31) will be used to pilot
the functioning of the new risk management structure.

Box 2: Proposed new structure of RDB Credit Department
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Box 3: Proposed structure of RDB Risk Department

Deputy CEO

1

Department Head

Risk
Market Risk Credit Risk Officer Operational Risk
Officer Officer

Specialised
Lending Unit

“.\ Support from Legal Affairs
~

~

Legal Affairs

D Collections and monitoring division
I:l Credit Risk Assessment division

|:| Operatjonal Risk

l:l Specialised Lending Unit — Ongoing bad debt recoveries and loan restructuring.

Beyond the approval of the structural change by the CEO and Board, a process of communication and
explanation of the reforms and of their rationale has started.

4.1.2. HUMAN RESOURCES MANAGEMENT

Several meetings were conducted with each department within RDB, together with the Human Resources
Department and the Deputy CEO with functional tesponsibility, in order to map out each departments
staff members function, existing job description and reporting lines. This served as a basis to achieve the
following outcomes which were listed among key recommendation of the previous KPMG report regarding
HR management:

* Detailed and accurate Job descriptions and Key Performance Indicators have been developed and
completed for each RDB department and for each individual staff member within the RDB.

* A detailed organization overview chart has been created which maps out cleatly each department
and each staff member and theit job desctiption and functional role.

* Reviewed Compensation and salary scales have been reviewed to ensure RDB can compete with
the MFI and Banking sector to attract and retain high caliber, well trained and competent staff

Besides, MSP has also reviewed and commented on existing HR policies and provided recommendations
for priotitizing the upgrading and development of new HR policies.

4.1.3. SUPPORT TO RISK DEPARTMENT: CREATION OF RISK MONITORING AND REPORTING TOOLS

In addition to the creation of the Risk Department (see § 4.1.1., previous page), the following tasks have
been conducted by MSP team (after it familiarized itself with existing Credit Policy and Procedures, and
workflow of Credit Team) to improve risk management procedures and practices:
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" Reviewed structure and recommended changes to include establishment of Risk appraisal
undertaken by a separate Risk Team

" Reviewed draft credit rating tool, and after discussions with Risk, modified and suggested additional
measures and revised grading system

* Reviewed Risk Management Policy and recommended minor changes

* Developed tepotts for petiodic risk monitoting and reporting through: Watch List, Irregularity
Report, and High Risk Reporting

* Developed Wotkshop Paper to enable presentation of a summary of new proposals to gauge
appetite for new lending, thus reducing wotkload by receiving early input from Risk as to structute
and conditions requited for acceptable proposals

Review of credit application document is in progress and awaiting additional input from Risk and Credit.
Revised simplified document should be finalized by August. Training material under prepatation covering:
Basics of Credit Analysis, Bad Debt Warning Signs, Collections.

With the revised ctedit application document in preparation, the risks will be highlighted for comment and
mitigation where required, before the proposal will be considered.

4.1.4. SUPPORT TO CREDIT DEPARTMENT

Additional supports were provided to the Credit Department by MSP Technical Assistant, including in
particular a review of the current credit guidelines and lending strategy.

Besides, RDB has requested MSP team

" To analyze specific value chains (including rice) and identify credit needs and opportunities for
RDB in these sectors (work currently undertaken by Mr Va Sothy).

" To assist RDB with developing the rice sector lending strategy for the Ministry of Economy &
Finance. Significant input and discussion occurted in helping to identify and develop an appropriate

lending strategy (See § 4.3. page 31).

4.2. DEVELOPMENT OF A CREDIT MECHANISM DEDICATED TO FARMER ORGANIZATIONS
4.2.1. EXCHANGES ON FINAL PREPARATION OF CREDIT OFFER

In order to address the delays in RDB decision making on the development of a credit mechanism to
Farmer Organizations, following up on the credit offer and procedure drafted by Horus Development
Finance in 2015, SCCRP project coordinator and project management advisor had a meeting with the CEO
of RDB on 25% of April 2016. This has helped to tevive the question of the approbation of the credit
mechanism to FOs and led to the decision of the CEO, communicated in June as seen below.

4.2.2. ENDORSEMENT OF RDB’S NEW CREDIT OFFER TO AGRICULTURAL COOPERATIVES

On 3 of June 2016, Mr Sam Vongsy has informed the SCCRP project team about the endorsement of
RDB’s new Credit Offer to Agricultural Cooperatives. With interest rates at 10.5% p.a. for loans in USD,
this is probably by far the best credit offer accessible to Agticultural Cooperatives in Cambodia at the
moment, and this is a very significant achievement for the SCCRP project. Main features of the credit offer
are detailed in the Box 4 next page:
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Box 4: Main features of RDB’s new credit offer to Agricultural Cooperatives

Objective: Credit to finance commercial activities of cooperatives only.

Minimum criteria:

- propetly registered as a cooperative under the relevant law;

- has at least 1 year of experience in the intended commercial activity;

- can provide financial information, including assets, liabilities, capital, income and expenses;
- has collateral (real estate).

Short-term loan criteria

- for working capital needs;

- minimum loan amount of US$5,000 (per cooperative and no need to have multiple, group loan
applications);

- maximum loan amount of US$50,000;

- final loan amount shall depend on past and projected cashflows of the cooperative, shall not be more
than 4 times the capital of the cooperative and shall not be greater than 80% of working capital needs;

- duration not exceeding 12 months;

- interest rate of 10.5% for USD loans and an additional 3% for KHR loans (setvice fee and guarantee
fee are included);

- repayment of principal can be all at maturity or amortised depending on type of business and cash
flows; interest is to be paid monthly;

- late repayments of over 15 days may attract double interest penalty.

Long-term/investment loan criteria

- for investment in real estate, machines, equipment to be used for commercial activities;

- minimum loan amount of US$10,000 (per cooperative and no need to have multiple, group loan
applications);

- maximum loan amount of US$100,000;

- final loan amount shall depend on past and projected cashflows of the cooperative, shall not be more
than 4 times the capital of the cooperative and shall not be greater than 80% of planned investment;

- duration 1-5 years, including option of grace petiod up to a maximum of 1 year;

- interest rate of 10.0% for USD loans and an additional 3% for KHR loans (setvice fee and guarantee
fee are included);

- repayment of principal shall be amortised quartetly or semi-annually depending on type of business
and cash flows; interest is to be paid monthly;

- late repayments of over 15 days may attract double interest penalty.
Collateral (for both short- and long-term loans; for both new and old customers)

- collateral can be in the form of real estate, guarantee letter, fixed deposits, gold, equipment and
inventory (the latter two are difficult to implement at the moment);

- non-real-estate collateral can be up to a maximum of 30% of required collateral coverage;
- for loans less than US$10,000 soft title is sufficient;

- the loan-to-collateral-value ratio is 70% for real estate located in cities/provincial capitals that have
shopfronts, factories, industrial buildings or residential buildings;

- the loan-to-collateral-value ratio is 60% for real estate located outside cities/provincial capitals but still
have shopfronts, factories, industrial buildings or residential buildings;

- the loan-to-collateral-value ratio is 50% for real estate suitable for agricultural purposes;

- a guarantee fund can be used to increase the loan-to-collateral-value ratios above in proportion to the
percentage amount of the loan guarantee, e.g. with a 50% guarantee fund coverage, a 50% requirement
can be increased to 75%.
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4.2.3. DISSEMINATION OF RDB’S NEW CREDIT OFFER TO AGRICULTURAL COOPERATIVES

On 21Ist of June (morning) some FAEC and FCFD representatives and “specialists” had a preparatory
meeting to review elements provided by RDB (by e-mail) on the new credit offer, in order to identify points
that require clarification.

Then, on the afternoon of 21st of June, the same
representatives and specialists had a working session
with RDB (Mr Sam Vongsy and Mr Pich Sany) to
review in detail all the conditions of RDB loan offer.
Mr Sam Vongsy has presented the conditions and
eligibility criteria for the credit scheme. Then the
credit application form was presented exhaustively
with comments and explanations. Questions for

clarification have been addressed.

Meeting of FO Federations with Rural Development Bank, in RDB office, on 217 of June 2016 /A

During that meeting, RDB has also indicated that RDB credit officers could be mobilized to take patt in
information sessions organized by FO Federations to their members in various provinces (subject to their
availability and prior notification).

Some clarifications were also provided by the project management advisor on the mechanism of guarantee
proposed by the project and in particular on the following limitations:

"  Once the guarantee mechanism is institutionalized, it will be a permanent facility. But at present the
SCCRP project will temporarily offer the guarantee mechanism. Since SCCRP project has a limit of
duration, it means that the guarantee the project can offer has also a limited validity. We cannot
guarantee credit which last reimbursement would be due beyond mid-September 2017. DE facto, it
means that until the formal guarantee mechanism is established, investment loans (over one year
duration) cannot use the project guarantee.

* The amount available from project budget to initiate the guarantee fund is limited to 120,000 €, i.e.
a bit more than 130,000 USD (depending on exchange rate). Thereof the amount of cumulated
guarantee engaged in a given time cannot exceed this amount. As the guarantee mechanism will
cover to the maximum 50 % of the value of the loan, it means that only approximately
260,000 USD of loan value can be allocated with use of guarantee fund. (It is understood that this
is very limited, but this is enough to initiate few pilots and once the guarantee mechanism is
institutionalized, it can be feed with other funds sources to be scaled up).

4 .3. DEVELOPMENT OF A CREDIT MECHANISM FROM RDB 10 CRF

Following up on previous requests from the rice industry addressed to the Ministry of Commerce and the
Ministry of Economy and Finances, MEF has decided to assess the possibility of developing a mechanism
for a loan from RDB to CRF. A meeting chaired by H.E. Senior Minister, Minister of Economy and
Finance and in presence of the SCCRP project director, President of RDB Board and Under-Secretary of
State H.E. Ros Scilava, and also of our Technical Assistant to RDB and of CRF management took place in
MEF on June 27, 2016.

Mekong Strategic Partners have explored different options of financial mechanism to address request for
financial support from the rice sector. Three options are presented in MSP’s 20d Quarterly Report.
Discussions between the Ministty of Economy and Finance, RDB and CRF are still on-going on this
matter.
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5. COMPONENT #5: CROSS-CUTTING ISSUES

5.1. RICE POLICY REVIEW

Mr Francesco Goletti and Mr Stey Chanthy have worked extensively on the rice policy review duting this
quarter. They had bilateral meeting with several stakeholders in both public and private sector, and have
started to compile findings of the review.

These findings will be presented and discussed during a workshop to be scheduled in July 2016. Then the
focus of the two consultants will be on the drafting of an up-date policy for Cambodian rice sector.

5.2. ANALYSIS OF ADDED VALUE DISTRIBUTION IN CAMBODIAN RICE SECTOR AND SETTING-UP
A PERMANENT RICE SECTOR ECONOMIC OBSERVATORY

5.2.1. AGREEMENT ON THE PRINCIPLE OF THE STUDY AND FINALIZATION OF TERMS OF REFERENCE

The idea of a study on the distribution of added value in Cambodian Rice sector and on the possible
establishment of a permanent economic observatory of Cambodian rice sector was initially suggested by
AFD during the supervision mission. It was discussed again in AFD headquatters during H.E. Ung Luyna
visit in France in eatly March?. A provisional budget for this mission was included in the addendum to
IRAM-NIRAS contract, signed on 16 March 2016.

A first version of Terms of Reference were drafted since late March by the Project Management Advisor,
which have been the object of exchanges and amendments with SNEC, AFD and the consultant identified
to undertake the mission (Mt Frédéric Lancon, CIRAD), until the end of May. As part of this process, on
6th of May a meeting took place with SNEC, AFD and CRF during which the interest of SNEC and CRF
for the establishment of a permanent Economic Observatory of Cambodian Rice Sector was discussed and
confirmed.

Terms of reference and CV of Mr Frédéric Lancon were sent to AFD to request non-objection on the
26t of May, and AFD non-objection was granted on 15 of June 2016.

5.2.1. PREPARATION OF THE IMPLEMENTATION OF THE STUDY

Some documentation on Cambodian Rice sector (in particular earlier economic analysis of Cambodian value
chain) was gathered and send to Mr Frédéric Lancon. The consultant has then started (in June) to prepare
the first mission, by teviewing this documentation and estimating the time (nb of man-days) that will be
required to undertake the stakeholder surveys. After an exchange on the surveyors profiles, the PMA has
prepared the request for the validaton of the mobilization of surveyors, and the identification and
recruitment of surveyors has started (announcement and gatheting of CVs), under the leadership of Mr Bun
Hay, newly appointed by SNEC to work with the project. Four surveyors are expected to be mobilized.

The first mission in Cambodia of Mr Lancon will take place in July. Two other missions should follow,
tentatively in October 2016 and January 2017.

25 Cf. Quarterly Executive Report #13, § 5.3. page 25.
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5.3. PROJECT COMMUNICATION AND COORDINATION WITH OTHER PROJECTS AND
STAKEHOLDERS

5.3.1. PARTICIPATION IN IFC-CRF WORKSHOP

Several members of SNEC SCCRP project team took part in the IFC/CRF workshop “Transforming
Cambodia’s Rice Industry” which took place in Phnom Penh on the 18" of May 2016. The wotkshop
served as a closing event for IFC project in support to Cambodian Rice Sector. Besides, CRF used the event
to provide information to Cambodian stakeholders about the branding process and the foreseen registration
of “Angkor Malis” cettification mark (See Section #2 of this report pages 11-15). Ad’ communication and
TUV Rheinland took part in this session.

Besides, Mr Jean-Marie Brun (IRAM / SNEC-SCCRP) has represented the project for the last panel
discussion session, entitled “Key challenges and way forward”.

5.3.2. PRESENTATION OF CONTRACT FARMING EXPERIENCE IN WORLD VISION WORKSHOP

A case study on Contract Farming between AMRU and Agticultural Cooperatives of Preah Vihear for the
supply of otganic paddy was presented by Sok Sarang (on behalf of SCCRP project team) in the workshop
(“AC Forum”) organized by Wotld Vision International on June 9, 2016 in Phnom Penh.
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