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INTRODUCTION AND SUMMARY

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). Its implementation period is from January 2013 to December 2017.

This report is the 15t Quartetly Executive Report of the project. It covers the petiod from July Ist to
September 30, 2016.

During this period, CRF has proceeded with the election of its new Board for the second mandate. After
that, compositions of Executive Committees in CRF have been reshuffled in some case creating a
disruption in the activities. No progress was made regarding the development and registration of CREF’s
certification mark. Actually even previous decisions (notably regarding the name of the brand “Angkor
Malis™) have been questioned again during this quarter. The only progtess of this quarter regarding the
branding program comes from the Ministty of Commerce which has issued the Prakas regarding the
registration of Certification Marks, allowing CRF to move forward with the registration.

Besides, in this quarter, a MoU was signed with CRF to propose a (limited) budget support for the
organization of training on global food standards, as an encouragement to CRF to develop such trainings as
a service to their members.

The conditions of further suppott to the project to FO Federations (notably FAEC, FCFD, FWN) have
been finalized. New technical officers were rectuited by FAEC and FCFD. Provincial trainings on paddy
production data collection method were implemented by FO Federations, who have also disseminated
RDB’s new credit offer to FOs, and supported the application of 5 applications for loans from cooperatives
to RDB (but no teply was received yet from RDB). A new service of Paddy Trading Platform is under
preparation, allowing Farmer Organization to announce their hatvest and capacity to supply paddy and
convey the message automatically to several potential buyers (millers/exporters). A workshop was organized
with FOs, millers and IT experts on 21st of September to discuss the features of this possible tool. It is
expected that the system will be developed and operational in the next quarter, for the up-coming harvest of
jasmine rice.

Farmer Water Net has also started to mobilize 4 FWUCs to test or scale the “Paddy Selling Group” model.
But only two FWUCs have actually implemented it in this quatter, with only 134 tons of paddy sold, which
is far below the objective proposed by FWN for this quarter. Yet it has to be acknowledged that the
Cambodian rice sector is going through a ctisis and purchase of paddy by Cambodian millers seemed to be
relatively low during the period.

Regarding Contract Farming model, significant steps were made in the process of consolidation of the
otganic paddy supply chain in Preah Vihear: Preah Vihear Mean Chey Union of Agricultural Cooperatives
(PMUAC) has been officially registered as the first Union of Agricultural Cooperative in Cambodia on
July 19, 2016. Foutr new cooperatives were integrated in the Contract Farming scheme with AMRU, as well
as new farmers, with a scheme that now involve 12 ACs and 1,656 farmers. Contract Farming agreements
(for season 2016) wete signed between AMRU Rice and those 12 cooperatives, for a total volume of more
than 8,600 tons of paddy. Internal Control system continued to be consolidated, and the external inspection
was implemented by the international Certification body in September, giving satisfactory results.
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A second organic paddy supply chain started to be developed, in Preah Vihear also, involving 7 othetr
Agricultural Cooperatives which have signed contracts with Signature of Asia for nearly 880 tons of paddy
for 2016 harvest.

Some progresses have been made on the drafting of the Manual on Contract Farming in Cambodia, but yet
the draft is not yet completed. The project of Manual and its content was presented during the 1st meeting
of the now formally established Task Force on Contract Farming which took place in MAFF on 19 of
September.

SCCRP project has also supported a technical training on the standards of the Sustainable Rice Platform.
The training took place in Siem Reap on 14" and 15% of July and gathered representatives of FOs,
millers/exporters, and suppott organizations including MAFF.

The implementation of reforms in the Rural Development Bank has been continuously pursued during this
quarter with significant progresses made. The elaboration of RDB strategic plan progtessed with notably a
reflection on the mix of policy driven loans and commetcial lending and a review of RDB funding strategy.
Besides, the assessment of agricultural sector financing needs and potential for RDB development,
implemented by MSP and BD-Links for selected value chains, also conttibutes to RDB’s strategic
orientations. Additionally, the full set of HR policies has now been completed and improved tools for credit
management have been developed. As stated above, the new ctredit mechanism dedicated to Farmer
Organization has been disseminated to a number of FOs (mainly via FAEC and FCFD) and first
application for loans were sent but not yet replied by RDB which has been strongly mobilized by the
allocation of an emetgency fund of 27 million USD to address urgent needs of the tice sector.

The review of the Rice Policy 2010-2015 has been completed by SCCRP’s consultant, and a consultation
workshop took place on 15t of July to present the main findings and enrich the content. Next steps will
focus on the renewal of the rice policy. In parallel, Mt Frédéric Lancon has started the implementation of
the rice value chain analysis, with a focus on the modelization of stakeholders budgets and analysis of value
chain distribution in the Cambodian rice value chain(s)!. Survey team was mobilized and all field sutveys
have been implemented. Preliminaty analysis will be presented and verified in the next quarter. This analysis
of added-value distribution is also expected to bring useful elements to contribute to the elaboration of a
next phase of rice policy.

Table 1 next page provides a summary of outcomes during this quatter, foreseen steps and concetns.

1 Specific “sub-value chains” such as Jasmine rice, Fragrant non-photosensitive or white rice are analyzed separately.

(S8
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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

the Board (2" mandate).

® Training workshop on SRP rice
standards in Siem Reap.

® Workshop on development of the
“Paddy Trading Platform”.

® Modalities of budget support to FO
Federations clarified by AVSF and
endorsed.

MoU with CRF on support to training
on food safety standards signed.

C#1 = CRF General Assembly and elections of ® Test implementation of a new

system of information on FOs’
paddy supplying capacities (“Paddy
Trading Platform”).

Validate (or cancel?) proposed
support to CRF on institutional
aspects (governance).

CREF shall start implementation of
training on food safety standards.

Un-expected changes in
the composition of
CRF’s ExCo (notably
GMP ExCo) after CRF’s
new Board is elected.

Crisis in Cambodian rice
sector modifies the
agenda and priorities of
CRF.

No reply from CRF on
the proposal for
institutional support.

CH2 =

Additional review of rules and
application for registration of CRF’s
Certification Mark.

Prakas on the registration and
management of Certification Marks
issued by MoC.

CREF final decision on brand name.

CRF introduces the application for
the registration of its Certification
Mark to MoC.

Dissemination of information on
CREF certification mark to
stakeholdets.

List accredited Certification Bodies.

Questioning of the
choice of “Angkor Malis”
name for CRF’s
certification mark.

GMP ExCo re-shuffling
slows the branding
process: new membets
not briefed on what was
done so fat.

C#3 =

ACs in Cambodia.

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

Decision made on support to CF for
organic paddy with Signature of Asia.

Signature of Contract Farming
agreements between SoA and
7 cooperatives in Preah Vihear.

Report of feasibility study on FO
investments on dryer and storage
provided / comments sent.

® Meeting of Taskforce on CF.

= FWN support new paddy selling groups
in FWUCs but only 134 tons sold by
two FWUC:s in this quarter.

PMUAC registered as the first Union of =

Implementation of contracts
farming with AMRU and SoA in
Preah Vihear.

Final version of report of feasibility
study on FO investments on dryer
and storage.

Complete draft of Manual on
Contract Farming + submit to
Taskforce.

Crisis in rice sector:
lower level of purchase
reported by millers for
Cambodian paddy, and
difficulties reported for
farmers to get a fair price
for Sen Kraob paddy is
not the best context to
develop successful paddy
selling activities such as
PSG or Paddy Trading
Platform.

CH#4 =

Dissemination of new credit offer to
ACs members of FAEC and FCFD +
start the identification of loan requests.
5 FOs applied for loan with RDB.
Approval of the principle of possible
project guarantee for loans to FOs,
when needed.

Decision of RDB on requests for
loans.

Mobilization of guarantee if needed.

Late validation of new
credit offer to FO has
limited the number of
applications.

Delays in RDB
assessment of credit
applications by FOs.

C#5 =

1st workshop on findings of Rice Policy
Review.

Final report on Rice Policy (2011-2015)
assessment.

® 15t mission on analysis of added value
distribution in rice sector.

Drafting on new phase of Rice
policy + Consultation Workshop.
2nd phase of mission on analysis of
added value distribution in rice
sector (validate models).
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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

From an operational point of view, thete are now three on-going supports to CRE’s activities and services
to its members, as follows:

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 a major operational support of SCCRP project to CRF. Progtesses on this matter are developed in the
section 2 of this report, pages 12 and 13.

Yet it can already be mentioned here that there has been no major progress duting this quarter, and rather
some steps backward, notably:

* The name of the certification mark is questioned again.

* The Composition of the GMP ExCo has been reshuffled after CRF’s new Board of Directors was
elected (see § 1.1.3. page 0) in quite a top-down way (by authority of the President and General
Secretaty). The result of this move is that the new ExCo members have limited understanding of
what has been done to date regarding the branding process + this has created a certain frustration
for former members of the ExCo who have been excluded (some of whom were quite involved).

Also the recurrent discussion on the brand name is somehow contradicting a point of the eatly agreement
with CRF when the branding process was initiated, which was that the GMP ExCo would be the sole
decision maker2. Thus the name (pteviously decided by the ExCo) is now disputed again due to external
comments and feedback.

1.1.1.2. WORK WITH THE P&S EXCO (PART OF FORMER FMP EXCO) ON IMPROVED INTERFACE BETWEEN
FOS AND MILLERS / EXPORTERS

A second operational support to CRF activities is a patticipation in the Production and Seeds Executive
Committee” 3, and in particular the support to the development of an information service to link Farmer
Organizations as potential suppliers of paddy, with millers as potential buyers (“Paddy Trading Platform”).
The concept and progress in developing this service is detailed in section 3.5. in this report, pages 26-27: it
is seen as a support to FO Federations, as well as (potentially) to CRF if CRF wishes to host this new
service in the future.

For this quarter, one meeting of P&S ExCo took place on 21d September 2016, with the participation of
Mr Phat Sophany and Mr Min Sophoan for SCCRP project team. The ExCo has notably validated the
principle and date of the workshop on the (“Paddy Trading Platform”). Workshop took place on 21st of
September — See § 3.5. in this report, page 26.

2 See “Cambodian Rice Federation Strategy and Action Plan for the Branding of Premium Cambodian Rice”, Endorsed by CRF’s
Global Market Promotion ExCo on 7 April 2015 and signed by CRF President on 9 April 2015.

3 The former “Farming and Milling Productivity ExCo” has been split in a “Production and Seeds ExCo” and a “Milling ExCo”.
Representatives of FO Federations who wete accepted as members of the former “FMP ExCo” (See Quartetly Executive
Report #13, § 1.2.4.2. page 12) are now all in the new “S&P ExCo”.
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1.1.1.3. AGREED SUPPORT ON ORGANIZATION OF TRAINING ON GLOBAL FOOD STANDARDS

The proposed Memorandum of Understanding with CRF regarding SCCRP financial support to the
organization by CRF of training sessions on Food safety standards has received AFD non-objection on the
13t of July 2016. The MoU (No CKH-1077-CRF-2016-01) was then signed by project director and CRF
president on the 21t of July 2016.

According to the MoU, the SCCRP project can sponsot up to 50
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of CRF to considet some revisions of its governance principles and statutes, and/or to welcome external
supports or inputs on this.

1.1.3. CRF ELECTIONS 2016: RENEWAL OF THE BOARD

1.1.3.1. CRF GENERAL ASSEMBLY AND ELECTION

Figure 1: Result of vote for CRIF’s new Boatd was elected by members on 20d of July 2016. The
election of CRF President process of election was chaired by H.E. Mao Thora, Secretary of State

of the Ministry of Commerces.

Accotding to the minutes of the elections produced by MoC:
192 members of CRF took part in the vote (out of a total number of
215 registered voters).

The vote was organized in two sessions: first phase to elect CREF
President, then second phase to elect 12 other members of the Board.

For the position of President of CRF, two candidates only were
B H.E. Sok Puthyvuth competing: H.E. Sok Puthyvuth, the outgoing President, has been re-
B Ok. Tae Taing Por elected with 113 voices against 79 voices for Ok. Tae Taing Por.

14 candidates were in competitions for the 12 other available seats. Results are shown in the graph below.

Figure 2: Results of the election of 12 members of CRF Board

Nb of votes

e
Elected

e S me o p——

(Note: according to rules defined, each CRF member votes only for one representative and not for
12 candidates according to the number of seats available. It is noted that this limits the legitimacy of elected
members as only a small number of votes is sufficient to be elected.)

As a result, the new CRF Board is composed of the re-elected President, the 12 members elected on the 2nd
of July, the three representatives of FO Federations elected in June, and Mr Chan Sokthy representative of

6 As decided according to MoC Prakas on the setting of a working group on CRF elections — See Quarterly Executive Report # 14,
§ 1.1.4.1. pages 4-5.
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Green Trade who is automatically a member by previous decision of the Ministry of Commerce. Full
composition of the Board is shown in Annex 2 of the present repott.

1.1.3.2. NEW BOARD TAKES OFFICE
The newly elected Board of CRF held its first meeting on 12t of July 2016.
Fout Vice-Presidents wete appointed, each of them with a responsibility on a patticular ExCo, as follows:

=  Mr. Hun Lak, leads the ExCo on Credit and Finance;

*  Mr. Seu Rany, will chair the Production and Seeds Executive Committee;
®  Mr. Norng Veasna, will chair the Milling Executive Committee;

* Mz Vong Bunheng, lead the ExCo on price competitiveness;

*  Mr. Heng Pheng, is tesponsible for the Morality and Discipline.
Besides, H.E. Sok Puthyvuth, CRF President, also takes the leadership of the GMP ExCo.
The CRF Board of Ditector will meet regularly every two months.

In its first meeting on 12t of July, the newly elected Boatd took the decision that the mandate duration of
this Board will be 4 years (whereas in the latest version of the statutes we have in hands, the duration of the
mandate of the Board is 3 years).

1.1.4. PARTICIPATION OF CRF IN RICE PoLicy REVIEW AND RICE VALUE CHAIN OBSERVATORY
1.1.4.1. RICE POLICY REVIEW
CRF has been associated in the organization of the Workshop on Rice Policy Review that took place on

15th of July (See § 5.1.1. page 37 in this report). In particular CRF had the opportunity to invite some of its
members and representatives to take part in this consultation.

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

On 11% of July 2016, CRF (Mr Horn Theara) took part in the kick-off meeting of the mission of
Mr Frédéric Lancon on analysis of Cambodian Rice Value Chain and on the possible establishment of an
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*  Ms. Chay Vuthy, recruited as part-time financial assistant for FCFD.

SCCRP consultant in charge of support to FO Federation helped FO Federations management to revise
staff contract and to explain to newly recruited staff about FO federations’ statute, internal rule, policies,
allowance payment, financial management and setvices provision to membets, etc.

Briefing was also made regarding the preparation of monthly and quarterly work plan and preparation of
meetings.

1.2.2. IMPLEMENTATION OF FO FEDERATIONS’ SERVICES TO MEMBERS FOR PADDY COMMERCIALIZATION

1.2.2.1. ROLE OF FO FEDERATIONS IN ESTABLISHMENT OF THE PADDY TRADING PLATFORM

FO Federations (FAEC, FCFD, CFAP, FWN and FNN) have all mobilize some of their members and
representatives to take patt in the Consultation workshop on Paddy Trading Platform organized on the
21st of September (See § 3.5. page 26 in this report).

FO Federations have a central role to play in the proposed system of Paddy Trading Platform in order to
provide support to their members for the gathering of information on foreseen crops and planning of
hatvest, in order to feed the platform with paddy availability information.

During this quatter, provincial trainings on “paddy production data collection method” were implemented
with the support of the SCCRP project. The trainings have been organized between 23+ and 27t of
September in 7 provinces: Svay Rieng, Prey Veng, Takeo, Kampong Speu, Kampong Thom, Siem Reap and
Battambang. Training were otganized by FCFD (in Kampong Thom, Siem Reap and Battambang) and by
FAEC (in Kampong Speu, Takeo, Prey Veng and Svay Rieng), but were targeting FOs members of not only
FAEC and FCFD but also members of FWN, FNN and CFAP and FOs involved in a VSO project? on rice
value chain in Battambang. The objectives of the training are to build capacities of FO leaders on how to
collect data on paddy production for paddy trading platform.

Three types of information can be collected, cotresponding to different timing:

*  FO profile (including general potential for paddy production).

®  Pre-harvest announcement: with sharp estimation of volumes that the FO will be able to gather
from its members in the following days ot weeks of harvest time.

" Post-harvest announcement (for FOs with capacities to dry and store the paddy): announcement of
batches of paddy already collected and available for sale (with possibly mote detailed technical
specifications for each batch).

In total 72 FOs have participated in the training, 20 representatives from FAEC’s members,
45 representatives from FCFD’s members, 6 representatives from FWN’s members and 1 representative
from FNN!O,

9 Mr Giovanni Villafuerte, VSO’s Business and Matketing Advisor, took part in the wotkshop on 215t of September. Some of the
cooperatives working with VSO project ate also member of FAEC. Mrs Dem Sreylim, vice-president of FAEC, is also the deputy
chair of the committee set by VSO in Battambang,

10 M. Seu Rany, FNN board of director told that more FNN’s members were informed, but only one member participated in the
training in Takeo, because (according to Mr Seu Rany) FNN’ members were willing to take patt in the training only if allowances
wete provided. For CFAP Mrs An Sarun had informed CFAP’s Executive Director, but was not sure if the message was propetly
conveyed to CFAP members.
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Table 2: Number of FOs which have attended the trainings on data collection for Paddy Training Platform,
per province.

Date Province Organizer Number of FOs which attended
234 September 2016 Svay Rieng FAEC 7
26 September 2016 Takeo FAEC 21
26 September 2016 Kampong thom FCFD 11
27 September 2016 Siem Reap FCFD 9
27 September 2016 Kampong Speu FAEC 4
28 September 2016 Battambang FCFD 11
28 September 2016 Prey Veng FAEC 9
Total 72

The paddy production data collection form was disttibuted to all participants at the end of the training. The
representatives of each FO are responsible to collect data from their members and send it to FO
Federations’ provincial representatives.

1.2.3. SUPPORT THE CREATION OF AGRICULTURAL COOPERATIVES UNIONS

Since 2015, FO Federations and SCCRP already discussed with potential paddy production ACs in ordet to
assess the possibility to establish Agricultural Cooperatives Unions. 6 Pre-Agricultural Cooperative Union
were identified and informally established in 4 provinces (Battambang, Kampong Thom, Prey Veng and
Takeo). Yet the registration was not yet done to date, because the Department of Agricultural Cooperatives
Promotion and the Provincial Department of Agriculture wete not yet associated in all the steps of
establishment and the Prakas on model by-laws and internal rule of ACUs was not issued until
February 2016 1.

Under the new MoU (No CKH-1077 — C#3 — MAFF 2016) signed with MAFF in June, a suppott is
expected from DACP to pursue the process and register at least 3 of these new ACUs. DACP and relevant
PDAs are starting to conduct quick assessments with the 6 Pre-ACUs identified by FO Federations (FAEC
and FCFD) since 2015. In September 2016 the assessment has been conducted with 1 Pre-ACU in
Battambang (Sangke-Banan ACU, grouping two ACs named Chamroeun Phal Rang Kesey and Ponleu
Thmey Kdey Sangkhem Ney Kasekor in Sangke and Banan districts). The remaining assessments will be
conducted in the next quarter by DACP/PDA in the province of Takeo, Prey Veng and Kampong Thom.

1.2.4. REPRESENTATION OF FARMERS IN CAMBODIAN RICE FEDERATION
1.2.4.1. REPRESENTATION OF FARMERS IN CRF BOARD
The 3 representatives of FO Federations (Mr Samath Veasna, Mrs An Sarun and Mr Seu Rany), elected in

last June!2, have attended the two meeting of CRF Boatd during this quarter, on the 12th of July and on 20t
of September 2016.

11 Cf. Quarterly Executive Report #13, § 3.3.1.1. page 18.
12 Cf. Quarterly Executive Report #14, § 1.1.4.2., pages 5-6.
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1.2.4.2. EXTENSION OF PARTICIPATION OF FARMERS IN FMP ExCo

The former “Farming and Milling Productivity ExCo” has been split in a “Production and Seeds ExCo”
and a “Milling ExCo”. Representatives of FO Federations who were accepted as members of the former
“FMP ExCo” (See Quarterly Executive Report #13, § 1.2.4.2. page 12) are now all in the new “S&P ExCo”.

Mr. Seu Rany (representative of FNN) has been appointed has the leader of the “Production and Seeds
Executive Committee” (See also § 1.1.1.2. page 4 in this report).

1.2.4.3. PARTICIPATION OF FO REPRESENTATIVES IN CRF PRESS CONFERENCE

3 FO Federations’ representatives (from FCFD, FNN and CFAP) participated in the press conference
organized by CRF on 19 Aug 2106 at Phnom Penh Hotel, in order to present information on rice expotts.
The participants in the event are from CREF Boatd Members, MAFF’s representatives, Ministry of
Commerce’s representatives, Rice exporters, Millers.

1.2.5. OTHER ADVOCACY ROLE OF FO FEDERATIONS

1.2.5.1. PARTICIPATION IN THE TRAINING ON SUSTAINABLE RICE PLATFORM

5 FO representatives (4 from FAEC and 1 form FCFD) form the province of Battambang, Kampong
Thom and Takeo are participated in the training on Sustainable Rice Platform (SRP), organized by SRP
Secretatiat and SCCRP project!? in Siem Reap province on 14-15 July 2016.

1.2.5.2. PARTICIPATION IN THE RICE POLICY REVIEW WORKSHOP

5 FO Federations’ representatives (from FAEC, FCFD, FWN, FNN and CFAP) participated in Cambodian
Rice Policy reviewing workshop'4, otganized by SCCRP on 15 Jul 2016.

FO representatives have notably raised the challenges and concerns of farmers related to their rice
production as follows:

»  Lack of water source and irtigation system;

* Lack of production capital and accessing loan with high interest rate;
*  Lack of technique and good quality seeds for rice production;

* High price of agticultural inputs with unguaranteed quality;

" The proportion of rice price on market with production cost is not acceptable by farmers.

13 See § 3.4.1., page 25 in this report.
14 See § 5.1.1. page 37 in this report.
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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 COLLECTIVE
TRADEMARK FOR CAMBODIAN PREMIUM JASMINE RICE

2.1.1. OVERALL MANAGEMENT OF THE BRANDING PROCESS

2.1.1.1. RESHUFFLE OF GMP ExCo...

Further to the election of CRF’s new Board of Directors in eatly July (Cf. § 1.1.3. page 6 in this report),
some reshuffles were made to the composition of CRF’s Executive Committees. The composition of CRF’s
GMP ExCo was modified, and the first meeting of this ExCo in CRF’s second mandate took place on the
9th of August 2016. Duting that meeting, the new composition of the ExCo and its mandate were endorsed.

2.1.1.2. ... BUT STILL LACK OF PROACTIVITY TO MOVE TOWARD CRF’S BRANDING IMPLEMENTATION

In the previous Quarterly Executive Report!', the absence of decision (and lack of proactive behavior) of
CRF regarding the planning and implementation of further steps of the branding process was deplored. The
first meeting of the new GMP ExCo took place on 9%h of August, but despite suggestions sent to its
coordinator by SCCRP’s PMA, the subjects related to the registration and implementation of “Angkor
Malis” certification mark were not covered by the agenda and by the discussion during that meeting,.

On the following GMP ExCo meeting on 6t of September, only the name of the certification mark was re-
discussed again (despite it was previously validated by GMP ExCo and even after a broader consultation
with CRF members) — See § 2.1.2. below.

Other subjects related to the branding process, notably setting brand user fees for the first year, listing
authotized Certification bodies, and developing an up-dated action plan (including registration and
promotion actions) were not discussed yet.

Moreover, during that meeting of 6t September, discussions showed that the new members of the ExCo
were not really awate of all the previous results and decision of the GMP ExCo, and were not sure if the
proposed brand was only for premium jasmine varieties or for all fragrant rice or even for all rice from
Cambodian origin. ..

This proves at which point the huge ExCo membership re-shuffling has been distuptive in the process.

2.1.2. BRAND COMMUNICATION: “ANGKOR MALIS” NAME QUESTIONED AGAIN

As stated above, the name of CRE’s brand “Angkor Malis”, which has been adopted by the GMP ExCo after
panel surveys and testing of different names and logo in key target matkets (USA, EU and China) by
ad’communication team, was still disputed (notably via media articles!6) by some officials from the
Government, notably from MAFF.

Because of this negative feedback, CRF has decided to put the name of its brand on the agenda of a new
discussion of GMP ExCo in September 2016, and to confirm or change the chosen name.

15 Cf. Quarterly Executive Report #14, § 2.1.1., pages 11-12.

16 See notably atticles: “Romduol, Chansensor now rice brands”, Khmer Times, 18 July 2016, and “Rice brand has yet to stick”, Phnom Penh
Post, 21 July 2016.
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According to CRF President, the word “Malis”, in patticular, was disputed by MAFF, and other options
were discussed. CRF President proposed “Angkor Rice”, but PMA noted that this is already a trademark
name registered in Cambodia by Angkor Kasekam Roongroeung Co., Ltd. “Cambodian Rice” was also
proposed in discussion, but it is far too generic, not distinctive, and probably cannot be registered because
of this lack of distinctiveness. Ad’ communication and SCCRP PMA have insisted on the fact that the name
was decided previously based on testing and validation with consumer panels in different target markets!7,
and the ability to register it was confirmed by IP lawyer!s.

From the point of view expressed by ad’ communication and by SCCRP project reptresentative, “Angkor
Malis” should be kept as the “plan A” option, or possibly as a last resort if CRF really wants to change it, a
“plan B” could be “Angkor Jasmine”.

No clear decision was finally made by this ExCo meeting. CRF President, who is now also chairing the
GMP ExCo, said he would meet MAFF again to review the issue.

Project coordinator has indicated that after more informal discussions with MAFF in September (apart of a
meeting on other subjects between MEF and MAFF), he petceived that MAFF willingness to accept Angkor
Malis name could be finally more open. This feedback was informally provided to CRF for consideration.

Overall, this U-turn of CRF on the decision previously made on the name is seen has a step backward and
is raising serious concern from the project team point of view.

2.1.4. BRAND REGISTRATION PROCESS

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

Following-up on the work done in June!? with Mr Fabrice Mattei, IP lawyer, a meeting was otganized on
8 July 2016 with SCCRP’s PMA, TUV representative and Mr Poeuv Bunrith for CRF to proceed with
additional revisions of the rules for brand use and elaborate the final draft that could be used with the
application for the registration as a certification mark.

Attention was drawn to CRF representatives to make sure that all documents referred to in the rules for the
use of the certification mark are made available in their last up-dates at all time, using always the same title
and document reference as mentioned in the rules.

2.1.4.2. ISSUE OF MISSION PRAKAS FOR THE REGISTRATION OF CERTIFICATION MARK IN CAMBODIA

As mentioned in the previous Quartetly Report, a Prakas is still missing for MoC / Depattment of
Intellectual Property rights to be able to register certification mark. This issue has been raised by CRF. In
August 2016, a working group was formally established by a Prakas?® of MoC to improve collaboration and
coordination between CRF and MoC. The issue of registration of the certification mark was raised during
meetings between CRF and MoC (in August), and MoC ensuted that the pending Prakas for Certification
Matk registration would be issued within a month?!.

17 Cf. Quarterly Executive Report #13, § 2.1.2. page 14.
18 Cf. Quarterly Executive Report #13, § 2.1.3. page 15.
19 Cf. Quarterly Executive Report #14, § 2.1.4.1., pages 13-14.

20 Prakas No 278278 (LN HYH. [UR, dated 12 August 2016.

21 According to elements informally reported by e-mail by Mr Poeuv Bunrith (CRF) to SCCRP project team. This is unofficial
information.
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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. CONSOLIDATION OF THE SUSTAINABILITY OF ORGANIC PADDY SUPPLY CHAIN IN PREAH
VIHEAR WITH AMRU RICE

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

3.1.1.1. FORMAL REGISTRATION OF “PREAH VIHEAR MEAN CHEY UNION OF AGRICULTURAL
COOPERATIVES” (PMUAC)

The Union of the 8 coopetatives of Preah Vihear involved in contract farming for organic supply to AMRU
rice with the support of SCCRP project has been formally registered by the General Directorate of
Agticulture (GDA/MAFF) on 19 July 2016, under the number 001 GDA/UAC/P and the name “Preah
Vihear Mean Chey Union of Agricultural Cooperatives (PMUAC)”. Copy of the registration certificate is
shown in Annex 3 to this report.

PMUAC is the first Union of Agricultural Cooperatives ever registered in Cambodia, since the new law on
Agricultural Cooperatives issued in 2013 has established the principle of Coopetative Unions.

3.1.1.3. CAPACITY BUILDING AND FOLLOW-UP OF THE UNION

PMUAC SALARIED TEAM EVALUATION

The 4 ICS managers of PMUAC have been evaluated by SCCRP consultants since the second quatter
of 2016. They have gained experience and skills during first year of working for PMUAC. They are all
interested in continuing to work as ICS manager in the long tun. For PMUAC general manager, as his
planning is so tight during the field mission in Preah Vihear, SCCRP consultant team could not intetview
him for evaluation in the previous quarter. SCCRP team created a self-assessment tool and asks him to fill
information and send to SCCRP consultants to have a look in advance. The interview for yeatly appraisal
between PMUAC manager and SCCRP consultant team was done on 23 September at PMUAC office with
patticipation from PMUAC treasurer (PMUAC president and Vice-President were not available). The
results of appraisal will be presented to PMUAC board for next board meeting for conclusion and decision.
From the project team point of view, PMUAC General Manager’s performances are not satisfactory.

SUPPORT PMUAC GENERAL MANAGER TO PREPARE QUARTERLY NARRATIVE AND FINANCIAL REPORT

Among main weaknesses, PMUAC manager has been very inefficient on the preparation of both narrative
and financial reports. Despite several reminders from the project team, there has been little improvement.
For instance the first draft of narrative report of the second quarter was submitted only in mid-September
and was yet not satisfactory, with a lot of missing information. Financial reports were also not
comprehensive and did not follow the requited templates.

On 23 September, SCCRP team organize a full day meeting with PMUAC manager with participation from
PMUAC treasurer to explain again the update template for report writing and to check expenses realized
from April to August 2016. PMUAC manager accepted to use the update template for narrative report
recommended by SCCRP consultant team. For financial expenses, SCCRP consultant’s team and PMUAC
treasurer verify the expenses one by one from April to August. All the expenses are eligible but some
support documents were missing.
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Until the end of this quarter, SCCRP team didn’t get the final version of second quarter of narrative and
financial report of PMUAC. PMUAC manager promises to finalize the both report at the beginning of
October.

CASHIER NOMINATION

Since July 2015, PMUAC manager manage all administrative and financial aspect of the union. SCCRP
consultant’s team validates the expenses of PMUAC at the end of each quarter. For the sake of good
management and also in order to comply with General Directorate of Agriculture (GDA) principles for
ACUs, the roles of cashier and financial manager should be segregated. For this purpose, on 27 September,
PMUAC Board has appointed Mr. Hud Ramo to undertake the role of cashier (in addition of his role as ICS
manager). From this October, a part from SCCRP consultant’s team, all expenses of PMUAC will be
verified and control at least from two peoples of PMUAC. In the long run, when PMUAC have enough
resoutces, PMUAC might recruit a professional accountant so they will have three persons to verify and
validate accounting.

3.1.1.3. FURTHER FINANCIAL AND TECHNICAL SUPPORT TO PMUAC

After a relatively long discussion process between project team, ACU management and ACs, a final English
version of the MoU between SNEC/SCCRP and PMUAC was approved. On 12 of August, AFD has given
its non-objection for the signature of this MoU. It was then translated to Khmer and sent to PMUAC and
8 ACs concetned for signatures. Yet at the end of the Quarter the MoU was not yet signed by all parties.
The MoU will be signed (in both English and Khmer versions) by mid-October.

According to this MoU, for year 2016, the SCCRP project can subsidize an amount of up to 17,200 USD of
PMUAC regular operation costs + take in charge additional costs for outsourced trainings / capacity
building services for a maximum of 11,000 USD (in addition to direct support and backstopping provided
by SCCRP project team). For 2017, the MoU has planned a last budgetary support of 6,450 USD to balance
operation costs of the Union (in the first quarter of 2017) and a provision is made for a ceiling of
7,000 USD for additional support if needed (which could help the Union to integrate new members for
instance) for the rest of 2017. The Figure 3 below shows an up-dated estimation of PMUAC capacity to
cover its own costs from 2015 to 2017.

If we consider only recurrent Figure 3: Foreseen evolution of PMUAC financial autonomy
operation costs and investments
in equipment (paid by ACU with
its own resources from 2016) and
not out-sourced investments in
capacity  building  (training
foteseen for 2016), an up-dated
estimation of PMUAC capacity
to finance itself with its own
resources now reaches nearly 2/3
of their budget for 2016 and
approximately 90% for 2017.
(See Figure 3 opposite).

Note: budget 2017 is a rough estimation as PMUAC did not yet prepared it.

Yet, it has to be considered that if paddy hatvested and sold to AMRU reach the total volumes committed
by contract for this year (Cf. § 3.1.2. next page) and if the level of fees charged by PMUAC in propottion of

organic paddy sold remains the same the financial capacity of the Union will increase in a very significant
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way in 2017 and subsidy might not be needed in 2017, or they could be justified only to support possible
integration of additional cooperatives to continue to scale up and consolidate the Union.

3.1.2. NEGOTIATION AND SIGNATURE OF (MoU AND) CONTRACT FARMING AGREEMENTS FOR 2016

The different quality of paddy rice and premium price for each category had already been negotiated and
approved? between AMRU and 12 ACs representatives since the end of second quarter of 2016. Within
this quarter, SCCRP team supports 12 ACs to finalize the negotiation of the MoU with AMRU
(consolidating the partnership over a petiod of 2 to 3 years) and the Contract Farming agreements for the
campaign of 2016. The MoU and Contract have been draft by AMRU team and send to PMUAC for
comment. PMUAC send their last update version to SCCRP consultant team for comment and reviewing,
The MoU and the contract farming agreements have been signed between AMRU and 12 ACs
representatives on 11 July 2016. Director of PDA Preah Vihear is the witness for this signature.

For this season 2016, AMRU signed contract with 12 ACs to buy 8,641 tons of otganic paddy (4,830 tons
of jasmine rice and 3,810 tons of white rice) from 1,656 farmers (779 farmers are new members — See
Annex 4 on the number of members involved in each of the 12 ACs). The detailed information on volumes
committed for each AC is shown in Table 3 below.

Table 3: Volumes of organic paddy that the 12 ACs committed to deliver to AMRU for harvest 2016

Fragrant rice White rice Total
Total E ted
X]
Code Name of Coop. Total | Expected |, otal land Expected |14nd size e
land size | sale2016 |° 00 O sale 2016 | (1) Sz 20
size (ha
(ha) (kg) (kg) ko)
ACO01 |Krobao Prum Teb coop. 195.25 259,500  152.70 207,900 347.95 467,400
ACO02 |Livelihood Improvement coop. 218.05 242.500|  223.60 374,500 441.65 617,000
ACO03 |Rohas Samaki Mean Chey Coop. 188.25 477971 15.90 9,500 204.15 487471
AC04 |Leukompos Satrey Coop. 556.50 849,500|  627.30 898,000 1,183.80 1,747,500
ACO05 |Romdoul Malu prey Cheay Den coop.| 328.03 619,900 197.32 512,300 525.35 1,132,200
ACO06 |Satrey Ratanak coop. 1,020.50 1,570,800|  393.82 734,000 1,414.32 2,304,800
ACO07 |Totsou Sen Chey coop. 329.00 697,400|  109.20 190,500 438.20 887,900
ACO08 |Romtom Samaki Mean Chey coop. 132.50 112,900 21230 333 000 344.80 445,900
ACO09 |Bro Mei Sen Chey - 0|  35.00 60,000 35.00 60,000
AC10 [Choam Khsan Cheay Den Meanchey - 0f  214.00 258,100 214.00 258,100
AC11 |Rumdoh Srae Samaky - 0 65.75 115,500 65.75 115,500
AC12 |Toek Kraham Kelam Or Chivapheap - 0l 101.00 117,400 101.00 117,400
Total |12 ACs 2,968 4,830,471 2,348 | 3,810,700 5,316 8,641,171

The increase of volumes committed compared to previous yeats is very important (even if we consider that
there are four new coopetatives on board): 8,641 tons represented 2.5 times more than the quantities
committed in last year contract, and 3.5 times the volumes that were actually delivered in 2015. It is
acknowledged that these ate very ambitious objectives, and to reach them will be challenging not only in
term of production, but also in term of logistic of the paddy collection, and for the organic certification.

22 Cf. Quarterly Executive Report # 14, § 3.2.5. pages 19-21.

B Quarterly Executive Report #15 16



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

3.1.3. ORGANIC CERTIFICATION

3.1.3.1. SUPPORT TO ICS MANAGERS TO CONDUCT PRE-AUDIT BEFORE EXTERNAL INSPECTION BY THE
CERTIFICATION BODY

PMUAC now has four Internal Control System Managers, among whom two wete trained by COrAA last
year and already have experience (Mr. Oeur SamAth and Mr. Hud Ramo) while the other two are new
(Ms. Horn Sovanchenda has started to work for PMUAC after the resignation of Mr. Oum Sarith since
November 2015 and Ms. Vut Vichara has just started as the fourth ISC manager supported by IVY in order
to accompany the 4 new ACs joining the Union).

Consolidation of ICS manager’s capacity is still requited and particulatly necessary to take up the challenge
of the increasing number of farmers and surface of rice fields in the otganic program with AMRU. The
following supports have been provi
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to AMRU Rice to improve their facilities and implementation to be compliant with the requitements of
EOS/EU and NOP organic standards at this level.

3.1.3.3. EXTERNAL INSPECTIONS BY THE CERTIFICATION BODY

The annual external inspection of Ecocert has been conducted from 15t to 17% of September 2016. The
external inspector mission started by a meeting at PMUAC office in Preah Vihear and was closed by a
debriefing on 17t of September 2016 at AMRU-Rice office in Phnom Penh.

The scope of inspection by Ecocert under their contract with
AMRU was including: 12 cooperatives (8 in the scheme last
year + 4 new ones supported by IVY), 1,587 farmers?23
(including 710 new farmers) members of these twelve
cooperatives and engaged in the organic paddy production
program, and AMRU processing and storage facilities. Ecocert
inspector has selected and inspected 135 farmers in total
(among whom 85 are new in the organic program).

< Field inspection by Ecocert in September 2016.

The ICS system of PMUAC and ACs has been evaluated as solid by Ecocert, The following strengths were
enhanced by Ecocett:

= Potential risks were identified;

= Non-compliant farmers were removed from the organic producer list;

= General map of every cooperative (showing the identified organic areas) was developed;
= Field and farms visits were effectively implemented,;

®  Good knowledge of ICS managers;

®  Proper internal control records and documents.

Some points of non-compliance were also detected, that should be addressed by corrective measutes:

= 7 points of non-compliance in reference to EOS/EU standard, out of which 3 at the processing
unit level. At farm levels, some improvements ate required regarding traceability system and
documentations of the growets group.

= ( points of non-compliance in reference to USA’s NOP standard, mainly related to application
forms, traceability system and documentations of the growers group.

Corrective measures to be implemented were decided (with deadlines) during the debriefing meeting of the
CB mission. By the end of September, 100% of the corrective actions required at ACs and PMUAC level
had been implemented, and report of their implementation was provided to AMR, who sent it to Ecocert.
The Certification Body will then send back the results of the evaluation on those corrective actions in
October 2016. No majot obstacle to renewal of the organic cettification is foreseen, and Certificate shall be
issued before the up-coming harvest.

23 This figure is different from the number of farmers engaged in the Contract Farming as stated in § 3.1.2. page 16 and in Annex 4,
because 69 farmers wete excluded for non-compliance with organic standards (use of chemical fertilizers ot pesticides) before
external inspection.
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3.2. DEVELOPMENT OF A NEW CONTRACT FARMING PARTNERSHIP FOR ORGANIC PADDY
SUPPLY WITH SIGNATURE OF ASIA

3.2.1. CREATION OF A POSITION OF ICS MANAGER, RECRUITMENT AND CAPACITY BUILDING

After the validation of the project of development of a new organic paddy supply chain in Preah Vihear
with & Agricultural Cooperatives and Signature of Asia?4, the agreement discussed on the principal for this
partnership has been made operational. As for the cooperatives involved with AMRU Rice, the need to
have at least one Internal Control System Manager was identified. It has been agreed that the project would
temporarily recruit and manage the ICS manager?>, which position could then been taken over by the
cooperatives (possibly via the cteation of a second Union of Cooperative ot by an aggregation of the 7 new
ACs within PMUAC).

ICS manager was thereof recruited by the consultant team of Component #3 (AVSF-CIRD-ADG):
25 candidates have applied, 9 were shortlisted for test and interviews, and finally Mr Chum Sinet, has been
recruited for this position on 5 of August 2016. Mr. Chhum Sinet is Agronomist from Kamchay Meatr
University. He took office on the 8t of August 2016. He is directly involved in cartying out the field
activities supporting the contracted members of the 7 AC’s in producing organic paddy rice according to
the EOS and NOP standards for exports.

Mr. Chhum Sinet has received direct capacity building from Mr. Sok Sarang on EOS and NOP standard
since the first day of his work for project?. He also teceived support from ICS manager of PMUAC on
how to provide training to farmers on organic standard. PMUAC manager provided all tools needed to
Mtr. Chhum Sinet to support 7 ACs to produce organic rice for SOA.

3.2.2. CONTRACT FARMING NEGOTIATION AND SIGNATURE

With the support of the SCCRP team and Provincial
Department of Agriculture (PDA) in Preah Vihear, one
meeting was hosted on 3 of August 2016 at the meeting
room of PDA-Preah Vihear in order to finalize the
negotiation and sign the Contract Farming agreement on
producing and supplying organic paddy between Signatures of
Asia and the 7 AC's. The event was chaired by Mr. Poeung
Tryda, Director of the PDA. As a result, the Contract
Farming agteements were signed by the two parties
(Signatures of Asia as a buyer and each of the 7 AC's as a L

seller), and witnessed by PDA Director. A Signature of contracts for oiganic paddy supply
between ACs and Signature of Asia, on 03/08/2016.

Regarding the agreement, the 487 contracted members of the 7 ACs will produce and deliver to SoA a total
of 879.7 tons of otganic paddy (673.2 t of white rice varieties and 206.5 t of jasmine varieties). See details in
Table 4 next page.

The term and condition of the contract shall be effective for 7 months commencing from 3= of
August 2016 and until the 28% of February 2017. The supply and collection of paddy shall be completed by
31st of January 2017.

24 Cf. Quarterly Executive Report #14, § 3.3. pages 20-21.
25 Via AVSF-CIRD-ADG contract, under budget line: “3.4. Budgetary support to FO Federations”.
26 Cf. § 3.2.3.3. page 21 in this report.
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Table 4: Surface and volumes of organic paddy to be supplied by 7 ACs in Preah Vihear to Signature of Asia
as per Contract Farming agreements signed on 34 of August 2016

Total Land Surface (ha) Nb. of HH Estimated Production
No Name of AC producing to sell (ton)
White Jasmine Total | White | Jasmine | White Jasmine ; Total
1 Rumduol Samaki Meanchey 454 9.5 54.9 24 50 369 16| 529
Mlop Prey Py
2 Aphiwat Samaki Sangkae Py 73.9 12.5 86.4 89 81 160.5 33.5 194
3 Sangkae Samaki Meanchey 54.9 6.7 61.6 30 6 55 17 72
4 Samaki Sovankiri Chhaeb 56.25 8.5 64.75 35 6 51 11.5 62.5
5 Khyorng Saing Samaki 84 24 108 39 10 91 52.5 143.5
o  Chrach Salavoan Samaky 105.6 2151 1271 | 143 8| 1065 5951 166
Meanchey
7  Puthrea Samaki Vathanak 131 851 1395| 102 5| 1723 165 | 1888
Meanchey
TOTAL 551.05 91.2 642.25 462 48 | 673.2 206.5 ; 879.7

The description of paddy quality specifications was the subject of long discussion during the negotiation of
the contracts until an agreement was sealed under the Clause 6 of the contracts signed on 3¢ of August. The
Table 5 below detailed agreed specifications for each grade of quality.

Table 5: Classification of quality grades for organic paddy agreed between SoA and 7ACs

Damaged Moisture Foreign Varietal Purity Broken Rate Shrunken
Grades A ins (%
Grain (%)  content (%) Matters (%) (%) (%) grains (%)
A <2 <15 < 0.50 295 <10 <05
B <15 < 0.50 90 - <95 >10-15 >0.5-1
C <4 <15 < 0.50 85-<90 >15-25 >1-2
D <5 <15 > 0.50-1 85-<90 > 25-35 >2-3
E <6 <15 > 0.50-1 85-<90 > 35-45 >3-4

3.2.3. ORGANIC CERTIFICATION

3.2.3.1. STRUCTURE OF ICS SYSTEM

At the level of the 7 ACs, an Internal Control System team has been set up, composed of 31 Internal
Inspectors (recruited among the committee members of the 7 cooperatives) + 1 ICS manager supported by
the SCCRP project (See § 3.2.1. page 19). ICS team is accountable to inspect all contracted farmers at least
two times per year (first time during land preparation and transplanting, and second time starting 10 days
before harvesting). Furthermore, they are also responsible for providing information and support to the
producers about EOS and NOP organic standards, sanction level, rice field mapping etc.

3.2.3.2. ICS DOCUMENTS PREPARATION

A number of ICS documents formats have been developed to support AC’s internal control. Most of them
are based on the formats used by Preah Vihear Meanchey Union of Agricultural Cooperative (which will
ease harmonization and possibly integration of the 7 ACs in PMUAC later on). Documents prepared
include:
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®  Registration membership form;

*  Farmers' recording book;

* Farmer commitment on respect of organic production rules;

»  (Criteria for organic rice producer for Agticultural Cooperative;
= Attestation form;

*  Grower Group organizational chart and detailed flow chart;

*  General organization chatt of the ICSIQS team and executive (decision-making) staff;
*  Organic rice production flow chatt;

* Traceability/Code for organic production system management;
"  Sanction recording book;

= List of all potential risks in relation to organic compliance;

*  First internal inspection report;

= ICS database.
3.2.3.3. BUILDING CAPACITY OF ICS MANAGEMENT TEAM

On August 8, 2016, one-day internal training on EOS and NOP organic standards was delivered by Mr. Sok
Sarang to a new recruited employee, field officer in charge of Internal Control System, and to SCCRP team
at the meeting room of SNEC. The content of the training focused on rules for organic conversion, seeds
and seedling, fertility, plant protection, mixity organic/non organic and prohibited practices according the
organic standards of EOS and NOP. Each step of organic standard principles and requirements were
presented and explained. Additionally, the deviation compatison of the EOS organic standard and NOP
organic standard was also highlighted during the session. After this training it was assessed that the newly
recruited ICS manager would have sufficient capacities to delivered training on organic standards to internal
inspectors and farmers involved in the contracts with SoA.

3.2.3.4. BUILDING CAPACITY OF INTERNAL INSPECTORS

One-day training on organic rice standards and internal control system was delivered by field officer and
SoA team on August 23, 2016 and another refresher training on 12 September 2016, with 39 participants (5
women) in attendance. The attendees were the 31 internal inspectors, 2 chiefs of District Office of
Agriculture in Chaeb and Cheysen, 3 representatives of SoA, 1 PMUAC staff and 2 persons from SCCRP
team. The putpose of the refresher is to review and upgrade the knowledge and skills of intetnal inspectors
before starting the first internal inspection. The topics of training included:

"  Organic rice standards of EOS and NOP
= Internal control system

*  Farmers' recording book

=  Sanction book

= Istinternal inspection

*  Mapping

According to the results of observation and the training evaluation, more than 75% of the trainees have
gained knowledge of and understood the requirements of the otganic rice standards related with organic
rice production—seed application, conversion period, pest and disease management, soil and water
management, buffer zone and so on. Moreover, they were able to fill up the information/data of the
farmers' recording book and to draw rice field maps.

Yet, to address the difficulty to start implementation of inspections, the trainer team conducted field-
follow-up and coached internal inspectors individually on how to implement the first round of Internal
Control inspections.
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At the end of the refresher session, the work plans for the first round of internal inspection was developed.
All internal inspectors and ICS manager have agreed to start conducting audit from 17t to 25t of
September, 2016.

3.2.3.5. CAPACITY BUILDING OF CONTRACTED RICE PRODUCERS

16 trainings on organic rice production standards were delivered to 479 out of 487 contracted farmers from
19 villages in 7 communes of the 2 districts of Chhaeb and Cheysen. The training started were implemented
from the 24 to the 28 of the August 2016. The training session covered the following subjects: i) otganic
rice production standards, ii) how to fill up information in farmers' recording book and iii) how to draw the
map of rice field. During the 15t round of internal control, it was observed that most of farmers were able to
fill up their farmers' recording books and draw their rice field ma. Even though all information was not
complete or not cotrect, it was still a faitly good result for a first year of organic production, especially given
the short time between the training and first inspections.

3.2.3.6. DATA COLLECTION AND INTERNAL INSPECTIONS

To verify and update the data of total land surface, estimated production to sell and number of contracted
rice producers per AC, the ICS manager and SoA team conducted field follow-up and gathered those
information from the committee members of each AC, with support by SCCRP team. Hence, the results
show that total land surface is declined by 43.10 hectares, if compared with the total acreage of the contract
(642.25 hectares), while 8.10 tons of estimated production to sell is increased, if compated with the data
written in the agreement (879.70 metric tons). But the number of organic rice producers is not changed and
is temaining the same numbers stated in the contract (487 farmer households).

First internal inspection was just conducted on the third week of September 2016 by internal inspectors?”.
Internal Inspection Reports ate expected to be completed on October 4, 2016.

3.3. SUPPORT THE INVOLVEMENT OF FWUCS IN PADDY COMMERCIALIZATION AND
DEVELOPMENT OF FWN SUPPORTING CAPACITIES

During this Quarter, Farmer Water Net has started the implementation (with the suppott of the Irrigation
Service Center) of the “Support the involvement of Farmer Water User Communities in paddy
commercialization and development of Farmer Water Net supporting capacities?8, supported by SCCRP
project.

3.3.1. PADDY SELLING GROUPS

3.3.1.1. TRAINING AND MOBILIZATION OF PADDY SELLING GROUPS

Training and coaching on Paddy Selling Group model have been implemented through direct facilitation of
FWN/ISC agriculture and marketing staffs, for the four FWUCs of Angkau, Barai, Ping Pong, and
Porpiderm. The trainings were delivered to representatives and board committee members of each FWUCs.
They were focused on the following topics and issues:

27 The timing of these first inspections was late due to the delays in finalizing the contracts with SoA and recruiting + training ICS
inspectors.

28 The support to this activity is defined in the MoU No: CKH-1077-C#3-S-16-01 signed between SNEC and FWN. The MoU was
formally signed only on 31st of August 2016, but with a retroactive effect as the implementation period has actually started since 1st
of July 2016.
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*  Members mobilizing strategy,
= Getting support from local authority,
* Paddy quality check,

"  Marketing research on price and rice
millers/companies,

*  Relevant documents for PSG operations

Training on paddy quality control in Apsara rice company >

In the four FWUCs a total of 513 farmer members have been gathetred in the Paddy Selling Groups.
3.3.1.2. ASSESSMENT OF PSG RESULTS

During this three months period (July to Septembet), only 134 tons of wet paddy have been sold in group
in two FWUCs:

= 58 tons in FWUC Barai,
and
" 76 tons in FWUC Porpiderm .

These volumes ate far below the expected (and maybe optimistic) target of 1,000 tons for this petiod, set in
the MoU between SCCRP project and FWN. Both internal and external factors can partly explain these
results: i) Internally: for FWN and the support team of ISC, new facilitators had to be mobilized in a
relatively short time and the concept of PSG was still quite new to them, as well as for FWUC’s members.
ii) Externally: the context of low prices and limited paddy purchase by Cambodian millers in the period was
also not very favorable.

Still, the encouraging point is
that farmers who actually sold
the paddy through PSG wete
actually able to get slightly
higher prices, between +10 and
+30 KHR/kg according to
FWN report). Small fees were
also generated for both FWUC
and Farmer Water Net in ordetr
to contribute to sustain the
activity.  But  the amount
collected was relatively limited

A Paddy selling activity in FWUC Barai on 20 September 2016. given the limited volumes sold

In Angkau FWUC, efforts were made to approach rice millers in order to find a market and suitable price

for paddy of IR varieties in order to further sell through PSG model.

3.3.2. COLLECTIVE BUYING GROUP FOR INPUT SUPPLY

Farmer Water Net (with the support of the Irrigation Service Center) has also supported the creation and
training of Collective Buying Group within FWUC, in order to manage grouped orders of fertilizers. This
has been implemented in the FWUCs of Stung Chinit, Spean Steng and Prey Nub.
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FWN has facilitated introductions meeting between Fertilizer Company and FWUCs in order to discuss

directly about recommendations for fertilizer use and negotiate supplying conditions.

FWN has cooperated with Bayon
Heritage Company to supply FWN
members with fertilizers. The
company not only provides good
quality inputs at suitable price
(according to FWN), but also
provide another extra benefit for
FWUCs and  FWN  itself
(2,000 KHR/bag).

In total, 46.1 tons of fertilizers were

supplied via grouped ordets of

A Trainz:ng on collective purchase of fertilizer, organized in Stung Chinit FWUC office. FWUCs (see Table 6 below).

Table 6: Results of collective buying groups (fertilizer supply) in Stung Chinit, Spean Sreng and Prey Nub.

Name of FWUC Nb of members in Number of villages Quantity of fertilizer

buying groups bought by groups
Stung Chinit 189 15 20.7 tons
Spean Sreng 19 1 2.4 tons
Prey Nub 63 11 23.0 tons
Total 271 27 46.1 tons

3.3.3. OTHER TECHNICAL ACTIVITIES ON PADDY PRODUCTION BY FARMER WATER NET

Some other technical activities related to rice production were implemented at FWUC level with the

support of Farmer Water Net and the Irrigation Service Centet, notably:

» Pilot seed production,

= Fertilizer demonstration

»  Seeder machines testing (in both wet and dry conditions).

I\ Testing different models of seeders for dry conditions (left) and wet conditions (right).
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3.4. SUPPORT TO PILOT IMPLEMENTATION AND POSSIBLY CONTRACT FARMING FOR “SRP”
RICE PRODUCTION

3.4.1. IMPLEMENTATION OF THE TRAINING ON SUSTAINABLE RICE PLATFORM STANDARDS

As it has been proposed and agreed in June 2016 2, the SCCRP project has sponsored and supported with
logistic organization the implementation of the first Capacity Building Workshop on SRP rice standards in
Cambodia, which took place in Siem Reap on 14 and 15%* of July 2016 and was attended by a total of
36 participants, including MAFF setrvices (DAI, DACP, PDA Officers), CRF, Farmer Organizations / FO
Federations (FAEC, FCFD, and other FOs ), Millers/Expotters (AMRU, BRICo, Signature of Asia)
cettification bodies (Control Union...), NGO, projects or support agencies (SCCRP, IFC, ADG, WCS,
Grow Asia...).

The wotkshop was officially opened by H.E. Ty Sokhun, Sectetaty of State of MAFF. It was led
by Dr Joel Janiya (IRRI) and Dt Wyn Ellis (SRP Secretatiat) who have provided participants with technical
orientations, have guided practical exercises in the use of SRP standards, and worked on data collection
tools for the monitoring of SRP practices.

I\ Group photo of the Capacity Building Workshop on SRP rice standards in Cambodia, Siem Reap, 14" and 15" of July 2015.

3.4.2. PARTICIPATION IN FURTHER MEETING OF CAMBODIAN SRP WORKING GROUP

Members of SCCRP C#3 team (Mt Min Sophoan and Mr Meang Savoeun) took part in the Cambodia SRP
National Working Group Meeting on 227 of September. The meeting has notably gone through
implementation progtesses (or intentions to implement) of stakeholders involved, as detailed in the Box 1

next page.

29 Cf. Quarterly Executive Report #14, § 3.4.3., page 22.
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Box
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" The technical solutions envisaged for millers to access data and sort or filter data applying criteria
on key data fields, with three main groups of options preliminary identified as follows:

— Options 1: An excel spreadsheet updated in real-time and shared via tools such as
DropBox ot other setvices (such as ) allowing to edit online and share access to users
(millers) to consult and sort/filter data. This option is the most basic, not very user
friendly, but was proposed to possibly be implemented for the up-coming harvest of
jasmine vatieties in case other more elaborated solutions cannot be developed on time.

— Options 2: Use of existing platform (such as e-commerce or social media platforms) to
post paddy offers, with possibly development of only additional “plug-in” options to adapt
the tools to our specific needs.

— Options 3: Development of a specific ad-hoc software / system, tailored to the needs of
FOs and millers.

The workshop has been very fruitful. It helped to clarify the objectives and functionalities of the “Paddy
Trading Platform” but also to focus on important preliminary question tegarding the process to collect and
input the information in the system, and expected modalities for users on the buyer side. Notably if millers
can only get information by connecting to the platform and searching for posts relevant to them (as it was
preliminarily foreseen), a risk of low use was identified (i.e. low number of millers connecting themselves,
and/or low frequency of connections). A “push” strategy was identified as probably more efficient to get
information reach millers, with for instance e-mail or SMS notifications sent to them (yet with still the
possibility to access the full database at any time and search offers when they need).

3.5.2. NEXT STEPS FORESEEN

The dialog with IT experts will continue after the workshop. Sample tables of data to be provided and made
available have been provided to Proact IT who offered to prepate a vety preliminary prototype of what
could be a tailored software and platform designed for CRF and FO Federations.

Decision will be finalized in October on the option to choose for a first trial run expected to be ready for
the up-coming jasmine season, i.e. by early November.

In parallel of this process, on FO side, FO Federations are already supporting their members for them to be
able to gather data from farmers and feed the system with paddy availabilities and harvest plans at FO level
(See § 1.2.2.1. page 9 in this report).

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

Further to the implementation, in June 2016, of its field mission as patt of the feasibility study, GRET has
delivered its draft report of the «Feasibility study for a pilot project on investments by Farmer
Organizations on paddy drying and paddy storage centers in Cambodia » on July 11, 2016, together with an
Excel file developed to ease economic simulation.

On 15t July, the draft report was shared with all project team, AFD and interested stakeholders (at least the
ones who took part in the restitution meeting of the study in June, and other project teams such as Rice-
SDP and IFC), in order to gather comments.
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Comments of SCCRP project team? were sent to the Consultant on 5t of September, asking for several
cotrections ot reviews. GRET started to react on 15 September by sending first a revised version of the
Excel tool for economic simulations, taking into account comments made by the Project Management
Advisor. After validation of the adjustments on the calculation tool, Mr Rodolphe Catlier was able to revise
the economic analysis showcased in the report. A final draft has been sent by GRET on 29t of September.
It still requires minor editing, and the Final report will be available by mid-October.

Box 2: In summary: pessimistic results of GRET feasibility study on investments

by Farmer Organizations on paddy drying and storage facilities

1. Investing in modern system of drying has no comparative advantage with traditional drying system
(sun-drying) if this investment is not dedicated to store paddy and allow its selling after few months of
storage, betting on increasing of dried paddy price.

2. Large volumes are required to reach economy of scale (between 2,000 and 3,000 tons per year). The
capacity of cooperatives or FO to mix photo-sensitive and non-photo-sensitive varieties is quite the
only way to obtain these economies of scale, in order to be able to use dryers for more days in a year.

3. The profitability totally depends on the realisation of the hypothesis of increase of prices after few
months of storage. According to GRET study calculation, a minimum variation of +20 % of dry paddy
price 4 to 5 months after hatvest is required to reach break-even. This is quite an optimistic hypothesis
and it would be very risky to speculate on such an anticipated increase of prices.

4. Fixed and variable costs have quite the same influence in the determination of costs so that the
achievement of break-even point is difficult to reach.

5. The cost of working capital requitement in case of storage (interest costs) has a huge impact on the
total cost and the main financial stake is the need of cash for financing this working capital requirement
before selling. In particular, given the minimum volumes required to reach economies of scale (as
mentioned in point 2. above), a FO or group of FOs would have to access loans to pre-finance 2,000 to
3,000 tons of paddy. This represents a financial need that could be around 500,000 to 750,000 USD, and
it is very unlikely that FOs or groups of FOs would access loans for such amounts, especially given the
high uncertainty of evolutions of price during storage, and hence the high economical risk of the
activity.

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

3.7.1. TASKFORCE ON CONTRACT FARMING

Further to the formal decision issued by MAFF on the 26t February 2016 regarding the establishment and
composition of a new Taskforce on Contract Farming34, a first meeting of the Taskforce was convened on
19th of September 2016 in MAFF. The meeting was chaired by H.E. Ty Sokhun, Secretary of State.

In addition to members officially listed in the formal decision of MAFF regarding the creation of the
Steering Committee, SCCRP project was entitled to invite additional representatives from private sector
(such as AMRU Rice or 3C company), other projects (such as the EU funded project on livestock and
fisheries in MAFF) and experts (such as representatives of Henri Capitant Association).

33 The only comments made were prepared by the PMA and shared with the team first in order to get additional inputs and compile
and send all comments at one time. But still no additional comment was proposed by the team. Therefore only inputs from the
PMA were sent to GRET.

34 Cf. Quarterly Activity Report No13, § 3.6.1. page 20-21.
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3.8. GENERAL COORDINATION OF THE COMPONENT #3
3.8.1. MONTHLY COORDINATION MEETINGS

Two coordination meetings for Component #3 took place during this quarter, on 8t of July and on 20d of
September 2016, facilitated by Mr Sok Sarang,.
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4. COMPONENT #4: UP-GRADING THE RURAL DEVELOPMENT BANK

4.1. UP-GRADING RDB: IMPLEMENTATION OF RDB REFORMS

Mekong Strategic Partners (MSP) has continued its suppott to the Rural Development Bank during this
quarter. Based on the phasing defined in MSP and BD-Link contract, the Phase 1 was achieved during this
quarter and Phase 2 started. This section 4.1. provides a statement on the support to RDB and outcomes to
date. It is based on MSP report prepared by Mr John McGinley.

4.1.1. DEVELOPMENT / UP-DATING RDB STRATEGIC AND BUSINESS PLAN

4.1.1.1. ASSESSMENT OF AGRICULTURAL SECTOR FINANCING AND PRIORITY VALUE CHAIN NEEDS

In the previous quarters, MSP has reviewed RDBs past activities and performance and has consulted
officers within RDB as well as stakeholders and relevant government officers to understand policy priorities
for RDB.

Based on priotities set by RDB, BD Link and MSP have reviewed cutrent market and financing flows for
agricultural industty, including analysis of financing needs. RDB management has determined the 5 key
commodities they wish to focus their lending on: Rice, Fisheries, Cashew, Pepper and Coffee. Detailed
industry analysis for these identified crops/production has been undertaken. In relation to lending sectors
within the Agricultural sector, RDB has prioritized supporting Rice millers, traders and warchouse operators
and agricultural co-operatives.

4.1.1.2. REFLECTION ON THE EQUILIBRIUM BETWEEN POLICY ORIENTED LOANS AND MORE SECURED /
MATURED LOANS PORTFOLIO TO BALANCE COSTS

As part of the development of RDB business plan, a reflection has started about the appropriate blending
of policy lending alongside commercially orientated lending remains an ongoing challenge for the RDB. The
business strategy plan lays forth several options to achieve the ideal mix. RDB have indicated that the
preferred mix is 60% policy based loans and 40% commercially focused loans. MSP has recommended that
going forwatd to separately managed portfolios are established with independent balance sheets which will
allow for RDB to gain a cleater understanding of the cost of implementing Government policies and the
economic gains achieved through commercially focused lending. This separation of the portfolios is
planned for Phase 2.

4.1.1.3. REVIEW OF RDB FUNDING STRATEGY

MSP has also completed a review of RDB funding strategy. Curtently RDB is only able to access funding
from the Ministry of Economy & Finance. Several development finance institutions, including recently
IFAD, have indicated that they would be prepared to lend to RDB in the near future as the reform initiative

continues.

It has to be noted that one of the objective of RDB reform process is to reach required standards to make
RDB cligible to treceive funding / loans from international financing institutions. The new interest of
development partners (such as IFAD) is an encouraging signal.

4.1.1.4. ADDITIONAL ELEMENTS FOR A 3 YEAR STRATEGIC AND BUSINESS PLAN
Additional elements of the strategic plans were prepared during this quarter. They included:

* RDB key value proposition, products and lending strategy and on articulation of organizational

vision, values and objectives were internally agreed.
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»  Credit strategy.

*  Approptiate organization structute (agreed internally by RDB) — See § 4.1.2. below.
*  Forecasting evolution of HR needs — See § 4.1.3. below.

*  Development of a 3 years financial forecast by business segments

»  Alignment of strategy and business plan of RDB with agricultural policy priorities

4.1.2. RDB RESTRUCTURING

In May RDB Boatd had validated the establishment of an independent risk depattment who maintain
responsibility for credit appraisals. This was the first significant reform of RDB organizational structure,
which was also including side adjustments such as restructuring credit department3S.

A second phase of the organizational reform was achieved during this quarter, in September, with a
significant restructure of people and roles in RDB, which ensured that the business was better positioned to
achieve its objectives.

4.1.3. HUMAN RESOURCES MANAGEMENT

In the previous quarter important expected deliverables of MSP and BD-Link inputs tegarding HR
management were already provided (including notably detailed job descriptions, Key Performance
Indicators, reviewed compensation and salary scales, etc.37

Now in the end of September, a complete set of 11 policies (see list below) tregarding RDB HR
management has been developed and submitted to RDB. They still have to be endorsed by RDB Board:

1. HR Planning and Recruitment Policy;
Salary & Benefits Policy;

Leave Management Policy;

Staff Performance Management Policy;
Training & Development Policy;
Succession Planning Policy;

Staff Welfare Policy;

Termination and Resignation Policy;

A RN A o S

Internal Regulations Policy;

—_—
I

Disciplinary Procedures Policy;
11. Ethics & Code of Conduct Policy.

In relation with business plan development, MSP and BD Link have worked on evolution of HR needs,
notably on determining the requirements (in Full Time Equivalent) to meet objectives of the 3 years
business plan.

On September 7th, 2016, RDB undertook a vety significant HR organizational restructure, as a part of the
current reform program. It resulted in significant re-allocation of staff across a variety of roles and
departments. The remaining key roles which requite recruiting are as follows:

= Skilled relationship managers/bankers with strong credit expetience in the agricultural sector.
* Internal Audit specialist with a financial/accounting background.

* IT manager.

36 Cf. Quarterly Executive Report #14, § 4.1.1. pages 27-28.
37 Cf. Quarterly Executive Report #14, § 4.1.2., page 28.
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Last inputs regarding HR management: Training agenda has been prepared for all HR and new code of
conduct framework was developed.

4.1.4. CREDIT MANAGEMENT (IN SUPPORT TO CREDIT DEPARTMENT AND RISk DEPARTMENT)

Improved formats for credit appraisal reports have been developed in coordination with both Credit
Department and Risk Department. AS already indicated before and in relation with the creation of the
independent Risk Department, the Credit process flow has been revised since the previous quarter.

Collateral policies and management procedutes have been reviewed and up-dated, and effective portfolio
monitoring tools and reporting systems for credit and management team have been developed, as well as
bad debts recovery management system.

Training materials on Credit Assessment and procedures have been prepared but trainings for credit and
risk departments teams have not been delivered yet due to the otganizational restructute and significant
people changes which occurted in September. Whilst thete has been some preliminary training delivered to
the credit and risk staff throughout the first phase, it can be expected that the structured roll out of the
training program will occur during Phase 2 for both Credit and Risk departments. Training will largely be
delivered through hands on working through the Credit Appraisal format and providing clear direction for
appraisal of all key elements.

4.1.5. COMPLIANCE POLICY

After an initial review of RDB compliance policy framework gaps were identified which have now been
addressed through the development of:

* Anti-Money Laundering / Combatting the Financing of Terrotism procedures in line with NBC
requirements;

*  Social and Environmental protection policies;

* Procurement and repotting policies.

4.2. DEVELOPMENT OF A CREDIT MECHANISM DEDICATED TO FARMER ORGANIZATIONS
4.2.1. DISSEMINATION OF RDB’S NEW CREDIT OFFER TO AGRICULTURAL COOPERATIVES

In July 2016, further to approval®® of RDB new credit offer for FOs, 3 provincial workshops have been
organized in the provinces of Takeo, Battambang and Kampong Thom?¥» in order to disseminate RBD’s
new policy* for credit to FOs, together with the service proposed by FAEC and FCFD to support the
development of business plans, loan applications, and facilitate the relation with RDB.

In total, including the FOs already informed in June in Prey Veng, a total of 61 FOs representatives have
participated in these dissemination workshops: 27 from FAEC and 34 from FCFD members.

38 Cf. Quarterly Executive Report #14, § 4.2.2. pages 29-31.

39 In the previous quarter, a first dissemination workshop took place in Prey Veng on 30t of June, see Quarterly Executive Report
#14, §1.2.3.2. page 10.

40 Main features of the new credit offer of RDB were provided in the previous Quatterly Executive Report (#14), in Box 4 page 30.
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4.2.2. CREDIT GUARANTEE SYSTEM

4.2.2.1. TEMPORARY GUARANTEE MECHANISM BY THE PROJECT

As patt of the development of a new ctedit mechanism from RDB to Farmer Otganizations, it is foreseen
to establish a guarantee scheme in order to reduce the collateral requirements (identified as a major pending
obstacle for FOs to access finance). For Year 2016, the Guarantee Mechanism for Credit to Farmer
Organizations is not yet formally established (not yet institutionalized), yet the principles and main
modalities of the guarantee system were alteady developed by Horus Development Finance.

In otrder to test the new ctredit mechanism in its full configuration, it has been proposed by SNEC (and
validated by AFD*) that the project would temporatily provide a ditect guarantee of loans to FOs, at the
same conditions as defined by HORUS#? (and when a guarantee is required, ie. when the collaterals
provided by the FO are not sufficient). A maximum of 130,000 USD can be engaged by SCCRP project for
this purpose, to guarantee loans with a maturity not going beyond 10 September 2017. The composition of
a guarantee committee entrusted to make guarantee decision for the project has been set up.

Yet up to the end of this Quarter, no request for loan guarantee has been sent by RDB to the project.
4.2.2.2. INSTITUTIONALIZATION OF THE GUARANTEE MECHANISM

The institutional arrangements to sustain the existence of the guarantee mechanism beyond project duration
still have to be defined. A Skype meeting was organized on 1st of September with the consultant from
HORUS Development Finance, the deputy CEO of RDB, and SCCRP Project Management Advisor to
assess options and discuss a possible tevision of the Terms of References for the remaining mission in
HORUS contract.

One scenatio mentioned by HORUS is the creation of a specialized company providing the service of
guarantee, as a financial service. But this option seems difficult to implement in the time remaining for the
project, because there is no idea on who would set up this company (owner/shatreholders) and also because
operating a financial setvice normally requires a licence (and the regulations for financial guarantee company
may even not exist yet in Cambodia). Another option is to set a fund under the MEF providing directly the
guarantee to the loans. Such a guarantee mechanism was established in MEF in the past to provide
guarantees to loans for rice millers. But it was not used and was finally dismantled. Yet according to Mr Sam
Vongsy, who supervised the MEF guarantee mechanism, it could still be considered to set up a new one as
the conditions proposed for the guarantee of Credit to FOs are easier to comply with, whereas the previous
guarantee system was too complex and with very conservative and risk averse conditions explaining,
according to RDB deputy CEO, the reason why it was unused.

Mrs Christine Westercamp said that HORUS is open to re-discuss the changes in the ToR of their on-going
contract (provided that the revised ToR are negotiated and agreed by both parties and not imposed to
Hortus).

A possible need, in the case the guarantee fund is set under MEF, would be to develop an Operation
Manual for the managers of the fund.

As a conclusion of the Skype meeting of 1st September, it was decided: 1) to wait for the decision of RDB
on the cutrent application for loans received from FOs and on the possible mobilization of the temporary
guarantee by the project (understanding that if the guarantee mechanism is already mobilized in its

41 AFD letter 036/16 dated 15 August, 2016.

42 A maximum of 50% of the loan amount can be covered by the project guarantee.
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objective is to stabilize the falling paddy price. Loans could be up to 70% of the value of the paddy/rice.
The quality and value of the paddy/rice is declared/confirmed by the warechouse owner. RDB has a mobile
team who will frequently visit the warehouses to check that the stocks are still there. However, RDB has no
skill in checking the quality. CRF has no role in the program apart from helping to disseminate information
about the program among its members.

So far around $1 million has been disbursed for two rice millers. More are in the pipeline but it is not
expected to be fully utilized until the upcoming Jasmine harvest season starting in November.
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5. COMPONENT #5: CROSS-CUTTING ISSUES

5.1. RICE POLICY REVIEW
5.1.1. IST CONSULTATION WORKSHOP ON THE RICE POLICY REVIEW FINDINGS

Mr Francesco Goletti and Mt Srey Chanthy have completed the review of the implementation of the Rice
Policy (2011-2015) and have compiled the findings in a comprehensive Power Point presentation?’.

A consultation workshop has been organized by SCCRP project on 15 July 2016, in Tonlé Basssac 11,
Phnom Penh, in order to share and discuss the findings of the review.

- g _ <
I\ Pictures of the Rice Policy Review workshop on 15 July 2016.
About 50 patticipants took part in this full-day workshop. Unfortunately, the attendance was much lower in
the afternoon session, and the agenda has thereof been modified: the group discussions planned in the
afternoon session have been replaced by a plenary discussion. Yet the content of the exchanges was of good
quality and the workshop has provided useful insights for the consultants.

5.1.2. REVIEW REPORT AND NEXT STEPS

Mr Francesco Goletti and Mr Srey Chanthy have provided a full report of the rice policy review, integrating
inputs from the workshop, on September 5, 2016.

On September 7, the two consultants had a meeting with the Project Coordinator and the PMA. Next steps
were planned as follows:

We had a discussion yesterday with Luyna, Francesco and Chanthy. I’d like to share the main outcomes of
the discussions regarding the roadmap and next steps for policy review:

*  Preliminaty formulation of the new rice policy will be done by early October.
" These preliminary elements will first be discussed with the formal small committee established by

SNEC (with MAFF representative, MoC representative and CRF representative), tentatively in the
2nd week of October.

»  After feedback of this committee and confirmation they are on the right track, Franceso Goletti
and Srey Chanthy will continue to elaborate and develop the proposed new policy.
*  Full draft will then be submitted to a broader workshop tentatively in the first half of November.
*  Consultant will then provide a revised version after the workshop.
This revised version will be the final deliverable of the two consultants’ assignment, but may not be the final

version of the new policy, since it will then enter in the process of former validation by SNEC and by the
RGC.

47 Goletti F., Stey Ch., Review of the Promotion of Paddy Production and Rice Export Policy 2010, IRAM-NIRAS / SCCRP
project, Phnom Penh, 15 July 2016.
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5.2. ANALYSIS OF ADDED VALUE DISTRIBUTION IN CAMBODIAN RICE SECTOR AND POSSIBLE
SETTING-UP OF A PERMANENT RICE SECTOR ECONOMIC OBSERVATORY

The analysis of the value chain distribution in the Cambodian rice sector started to be implemented in July
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5.2.1.3. OTHER INFORMATION COLLECTED BY THE CONSULTANT

In addition to surveys, Mr Frédéric Lancon had additional qualitative interviews with millers and exporters
about their practices, constraints and strategies. He has also met Mr Meach Yady, the Chief of Agricultural
Marketing Office in MAFF and has reviewed a number of recent reports on Cambodian rice sector. HE
also attended the workshop organized on the 15% of July on the presentation of the results of the tice policy

review48,

5.2.2. DATA VERIFICATION, ANALYSIS AND PROCESSING

In August and September the consultant has worked*® on the data provided by the surveyor team. Rice crop
system data were keyed in by the surveyor in Phnom Penh on an Excel format developed by the consultant
and forwarded by mail to the consultant. Information collected on millers and traders’ operation were
reported on the guideline forms, scanned and sent to the consultant who then reviewed the information and
could have interaction and request clarification with surveyors by e-mail or Skype.

Mr Frédéric Lancon has then processed the data on rice crop system (cleaning, cross tabulation,
computation of average input quantity and value per rice systems), analyzed miller and trader data and rice
prices information made available by the Agricultural Marketing Office, and developed Excel templates to
compute and present budget per operation.

In September, a short note was prepared to be presented as preliminary results on milling to respond to
SNEC request.

5.2.3. RICE SECTOR OBSERVATORY

During the debriefing of the mission of July, a fitst proposal was formulated on the role and function that
the projected RSO should fulfill and a log frame developed detailing the vatious step in the data collection,
analysis and dissemination process, the likely entities that will be in charge and the expected output.
Preparation of scenarios for the establishment of a Rice Sector Obsetvatory are still at the very eatly stage
but will be more developed in the next phase of the mission.

5.2.4. NEXT STEPS

The second in-country mission of Mr Lancon is scheduled in October 2016. The purpose will be to finalize
the model and cross-check figures / data with panels of economic stakeholders, to present preliminary
results and start to look at their possible implication for the policy dialog, and explore the possible scenatios
to establish the Rice Sector Obsetvatory.

5.3. PROJECT COMMUNICATION AND COORDINATION WITH OTHER PROJECTS AND
STAKEHOLDERS

5.3.1. MEETING WITH FINANCE EXPERTS OF RICE SDP PROJECT

The Project Management Advisor had a meeting with the finance experts of the Rice SDP project on the
6th of July 2016. The purpose was to exchange information regarding financing issue of rice sector. SCCRP
project shared with Rice SDP experts the GRET presentation of the findings of the feasibility study for
FOs investments on dryers and storage.

48 Cf. § 5.1.1. page 37 in this report.

49 From his office in Montpellier (France).
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5.3.2. MEETING WITH CEDEP | EVALUATION TEAM

On 25t of August (morning) PMA had a meeting with the evaluation team of CEDEP 150, implemented as
part of the Enhanced Integrated Framework. CEDEP program had a component on rice sector
(implemented by the IFC). The discussion focused mainly on the evolution of Cambodian Rice sector.
Some documents were also provided to the evaluation team, such as the Power Point presentation
produced by the SCCRP project’s consultants as part of the Rice policy review.

5.3.3. MEETING WITH IFC RICE PROJECT EVALUATION TEAM

On 25t of August (afternoon) PMA had a meeting with the evaluation team of IFC’s project in rice sector.
Evolutions of the rice sector were also discussed, as well as SCCRP project activities and the collaborations
we could have with the IFC project.

5.3.4. COMMENTS ON CBI PROJECT

On 14t of September, Mr Koos van Eyk (CBI-Nethetlands5!) has sent to SCCRP’s Project Management
Advisor (for the putpose of gatheting comments) CBI’s “Initial Programme Pitch” proposed for a
preliminary intervention in the tice sector. Before to move toward a more ambitious program, this note
proposes, as a next step, to undertake what the notes call a “Value Chain analysis”, which actually focuses
mainly on potential markets and competitiveness for Cambodian Rice. Few comments on this note were
sent to CBI by SCCRP’s Project Management Advisor on 15t of September.

5.3.5. MEETING WITH CONSULTANT IN MISSION ON ASPIRE PROJECT

The PMA had a meeting with Mrs Agnés Deshormes, consultant in mission for ASPIRE project, on the
evening of September 20, 2016 in order to share information on projects. It was noted that ASPIRE project
includes a mechanism to suppott public private partnerships, that can currently be mobilized in 5 provinces,
but which is to date not very much used. To some extent, this mechanism could possibly be used to support
initiatives of partnership between the agro-industry (including rice millers) and Agricultural Cooperatives,
such as for instance research and/or extension activities implemented as part of Contract Farming
agreements. Even if not available at national level yet, this kind of support measure could be mentioned in
the Manual on Contract Farming as part of potential support measures from the Government side.

50 CEDEP: Cambodia Export Development and Expansion Program.

51 A mission of CBI Nethetlands was met by the PMA in February 2016, as presented in the Quartetly Executive Report #13,
§ 5.4.7. page 27.
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ANNEX 1: NEW cOMPOSITION OF CRF’s GLOBAL MARKET PROMOTION EXCo

According to the official CRF announcement number 154/16 dated 25% of July 2016, there are 11
members and one coordinator as below:
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CKH-1077 B Support to the Commercialization of Cambodian Rice Project

ANNEX 2: NEW cOMPOSITION OF CRF’s BOARD

PRESIDENT

Name Company

H.E. Sok Puthyvuth Soma Group
MEMBERS of the BOARD (General Elections)

Name Company

Ok. Chray Son Capital Food Investment

Ok. Kout Chanveasna ~ Crystal Rice (Cambodia) Co. Ltd.
Mt Heng Pheng Thmar Khaul Rice

Mt Chhun Thom Chhun Thom rice mill

Mr Phou Veasna Ing Vann Mao rice mill

Mr Kim Bunsan Khmer Food Group

Ok. Hun Lak Mekong Oryza Trading Co. Ltd
Ok. Vong Bunheng Vong Bunheng rice mill

Mr Lay Chhun Hour City Rice

MeBoerNam Nam-Seimtieemill = replaced by Hi Hort
Mr Norng Veasna Nikoline Investment Co. Ltd.

Mzt. Chhith Bounthan Chhith Bounthan rice mill
MEMBERS of the BOARD (FO Federations Representatives)

Name Federation

Mr Samath Veasna FCFD

Mr Seu Rany FNN

Mrs An Saron CFAP
MEMBERS of the BOARD (non-elected)
Name Company

Mr Chan Sokty Green Trade
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CKH-1077 B Support to the Commercialization of Cambodian Rice Project

REGISTRATION CERTIFICATE OF PREAH VIHEAR MEEAN CHEY UNION

ANNEX 3

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

ANNEX 4: NUMBER OF MEMBERS (OLD AND NEW) IN THE 12 ACS INVOLVED IN
CONTRACT FARMING FOR ORGANIC PADDY WITH AMRU IN PREAH VIHEAR

AC member 2016
Code Name of Coop. old New

member | member Total
ACO01  |[Krobao Prum Teb coop. 92 21 113
ACO02 |Livelihood Improvement coop. 52 53 105
ACO03  |Rohas Samaki Mean Chey Coop. 102 2 104
AC04  |Leukompos Satrey Coop. 210 160 370
ACO05 [Romdoul Malu prey Cheay Den coop. 91 69 160
ACO06 |Satrey Ratanak coop. 190 121 311
ACO7 |Torsou Sen Chey coop. 96 27 123
ACO08 [Romtom Samaki Mean Chey coop. 44 80 124
AC09  |Bro Mei Sen Chey 0 27 27
AC10  [Choam Khsan Cheay Den Meanchey 0 119 119
AC11  |Rumdoh Srae Samaky 0 51 51
AC12  |Toek Kraham Kelam Or Chivapheap 0 49 49
Total (12 ACs 877 779 | 1,656

Note : After inspections, only 1,587 farmers remained engaged in the organic program. 69 farmers were
excluded for non-compliance with organic standards (use of chemical fertilizers or pesticides).
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