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Contact: John REBERO — General Manager
Address: MISOZI, c/o OCIR CAFE — GIKONDO — KIGALI - RWANDA
Phone number: +250 0856 4088
Email: reberojohn@yahoo.com
Context:

During the last year, Alter Eco tried to diversify its range of Arabica coffees, developing some new
origins making a clear differentiation with the fair-trade products available on the French market.
Moreover, there was a real willingness to come back to the original roots of coffee developing a
product from central Africa.

Rwanda fitted exactly our expectations with a very specific high quality Arabica coffee, a great know-
now on the product, a very small farmer profile & a history highly symbolic about how Fair-trade can
also be involved in a reconciliation project.

As a consequence, we established a direct relationship with the FLO certified cooperative
KOPAKAMA in the beginning of 2006 through the connection of TWIN which was very much involved
both in the producer support work & in the trading of Rwandan coffee through TWIN TRADING. We
imported 2 full containers of fully washed Arabica coffee during the last trimester of 2006 & launched
the 100% pure Rwandan origin coffee in the beginning of 2007. it was the first direct import of coffee
made by Alter Eco which had always bought coffee through fair-traders or importers.

In 2007, the growth of our volumes made it compulsory for us to import 3 containers. With a lower
harvest, Kopakama was only able to provide with 1 container this year. But in 2007, Kopakama has
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joined a second degree organisation, MISOZI Coffee Company Ltd, with 6 other FLO Certified small
farmer organizations among whom IAKB. This shift has made it possible for all these cooperatives to
share the certification costs &, above all, to consolidate their volumes to secure the market. As a
consequence, Alter Eco will now work with 2 first degree organizations, KOPAKAMA (1 container in
2007) & IAKB (2 containers in 2007) through the assistance of MISOZ| for export.

This audit was a first visit to the Rwandan organizations & was the opportunity for us to strengthen our
relationship after the visit of Mathias Abimana, president of KOPAKAMA, during the 2007 Fair-trade
fortnight. It was also very important to work on this link in a country which offers very low quantity of a
high-quality product with a lot of Fair-trade buyers involved.
Entities visited:

- MISOZI Coffee Company Ltd

- OCIR Café (Office des Cafés du Rwanda)

- KOPAKAMA Cooperative

- |AKB Cooperative

- Clinton Foundation, Kigali
Contact : Mr Omondi KASIDHI, Cel : +250 0830 2792

PDCRE (Programme de Cultures de Rente et d’Exportation)

Producer Organizations (Pos) visited:

- KOPAKAMA
- |AKB
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. General Information

1. General information on the country and the macro-
economic climate

The Republic of Rwanda, is a small landlocked country in the Great Lakes region of east-central
Africa, bordered by Uganda, Burundi, the Democratic Republic of the Congo and Tanzania. Rwanda is
a verdant country of fertile and hilly terrain, that's why it bears the title of: "Land of a Thousand Hills,"
Home to approximately 10 million people, Rwanda supports the densest human populations in
continental Africa (370hab/km2).

Rwanda is divided into five provinces (intara) and subdivided into thirty districts (akarere). The
provinces are: North Province, East Province, South Province, West Province and Kigali Province.

Rwanda is a tropical country; its high elevation makes the climate temperate. In the mountains, frost
and snow are possible. The average daily temperature near Lake Kivu, at an altitude of 1,463 m
(4,800 feet) is 23°C (73°F). Annual rainfall averages 830 mm (31 inches) but is generally heavier in
the western and northwestern mountains than in the eastern savannas.

From 1884-1885 to the end of World War I, Rwanda was under the German influence as part of
German East Africa which included Tanganyika, Rwanda and Burundi.

During World War |, 1916, Belgian forces advanced from the Congo into Germany® East African
colonies. After Germany lost the War, Belgium accepted the League of Nations Mandate of 1923 to
govern Rwanda along with the Congo. The Belgian colonizers organized the country accepting the
prevailing class rule already in place, i.e., the minority Tutsi upper class and the lower classes of
Hutus and Tutsi commoners. A Tutsi king was still in place. After World War 1l Rwanda became a
United Nations (UN) "trust territory" administered by Belgium. The Belgian involvement in the region
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was far more direct than had been the German involvement and extended its interests into education
and agricultural supervision.

In 1959, the majority ethnic group, the Hutus, overthrew the ruling Tutsi king. Over the next several
years, thousands of Tutsis were killed, and some 150,000 driven into exile in neighbouring countries.
The children of these exiles later formed a rebel group, the Rwandan Patriotic Front (RPF).

On July 1, 1962, Belgium, with UN oversight, granted full independence to Rwanda. Rwanda was
created as a republic governed by the majority Party of the Hutu Emancipation Movement
(PARMEHUTU), which had gained full control of national politics by this time.

Gregoire Kayibanda, founder of PARMEHUTU (and a Hutu) was the first president (from 1962 to
1973), followed by Juvenal Habyarimana (who was president from 1973 to 1994). The latter, also a
Hutu (from the northwest of Rwanda), took power from Kayibanda in a 1973 coup, claiming the
government to have been ineffective and riddled with favoritism. He installed his own political party
into government. Many viewed him as a ruthless dictator, though, with 20 years of rule marked by an
iron-fist policy against both Tutsis as well as moderate Hutus who opposed him. He resisted ongoing
calls for free elections and was opposed to long-running demands by Rwandan Tutsi refugees for their
right of return. By the 1990s, Rwanda had up to one million refugees, both Tutsi and Hutu, scattered
around neighboring countries, in Uganda, Congo, Burundi, and Tanzania. Despite these problems,
Rwanda enjoyed relative economic prosperity during the early part of his regime.

In 1990, the Tutsi-dominated RPF invaded Rwanda from Uganda. After 3 years of fighting and multiple
prior "cease-fires", the government and the RPF signed a "final" cease-fire agreement in August 1993,
known as the Arusha accords, in order to form a power sharing government.

But on April 6th 1994, the Hutu president of Rwanda and the second newly elected president of
Burundi (also a Hutu) were both assassinated when their jet was shot down, while landing in Kigali. In
response to the killing of the two state presidents, the Hutu-led military and Interahamwe militia groups
killed about 800,000 Tutsis and Hutu moderates in the "Rwandan genocide". However the RPF
continued to advance on the capital and soon occupied the northern, eastern, and southern parts of
the country. The Tutsi rebels defeated the Hutu regime and ended the killing in July 1994, but
approximately 2 million Hutu refugees - many fearing Tutsi retribution - fled to neighbouring Burundi,
Tanzania, Uganda, and the former Zaire.

Since then, most of the refugees have returned to Rwanda, but several thousand remained in the
neighbouring Democratic Republic of the Congo (the former Zaire) and formed an insurgency bent on
retaking Rwanda. Despite substantial international assistance and political reforms - including
Rwanda® first local elections in March 1999 and its first post-genocide presidential and legislative
elections in August and September 2003 - the country continues to struggle to boost investment and
agricultural output, and ethnic reconciliation is still difficult.

2. Economic, social and environmental context at the
national and local levels

Rwanda is a rural country with about 90% of the population engaged in agriculture. It is landlocked
with few natural resources and minimal industry.

Primary exports are coffee and tea, with the addition in recent years of minerals (mainly Coltan, used
in manufacture of electronic and communication devices such as mobile phones) and flowers.

Tourism also is a growing sector, notably around ecotourism (Nyungwe Forest, Lake Kivu) and the
world famous and unique mountain gorillas in the Virunga park. It has a low GNP, and it has been
identified as a Heavily Indebted Poor Country (HIPC).

In 2005, its economic performance and governance achievements prompted International Funding
Institutions to cancel nearly all its debts. But energy shortages, instability in neighbouring states, and
lack of adequate transportation linkages to other countries continue to handicap growth.
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The current account balance is -$104.1 million, with $135.4 million f.0.b of exports.
The main export partners are: China (10.2%), Germany (9.6%), US (4.3%).
The main import partners are: Kenya (19.7%), Germany (7.8%), Uganda (6.9%), Belgium (5%).
- Human development index: 0.450 (N°158)
- Export: $135.4 million f.0.b.
- GDP: $1.968 billion
- GDP per capita: $1,600
- GDP growth rate: 5.8%
- Population below poverty line: 60%

- Inflation rate: 6.7%

- Unemployment rate: NA

GDP Per Sector
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m Industry

O Senice

Labor Force by sector
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3. Weight of the product relative to the local economy

Agriculture represents 39.4% of the Rwandan GDP with 90% of the labour force in this sector. Main
agriculture products are: coffee, tea, pyrethrum (insecticide made from chrysanthemums), bananas,
beans, sorghum, potatoes and livestock.

Coffee is the first export for Rwandan economy representing 75% of the exports. That is why coffee
culture is vital for the country. But with 75% of the exports depending on this product, the country is
really dependent on the world price of coffee and climate conditions. 2 millions of people (400000
producers and their family) depend on that culture.

That's why since 2000, the Rwandan government, helped by the USA and the EU, has decided to
launch a national plan to improve the quality of Rwandan coffee.

The first mean was to tear off old plants of coffee and plant new ones. Rwanda planted 20 million new
coffee trees from 2000 to 2005.

The second mean was to improve the quality of coffee. Enjoying an ideal climate for coffee on the
edges of the Lake Kivu (on a band of around thirty km broad towards Gisenyi, Kibuyé, Cyangugu) and
in the centre (Kigali, Kibungo, Gitarama), Rwanda needed only a little of help to ameliorate the quality
of its production. Help consisted in favouring the creation of cooperatives of planters endowed with
stations of washing; to teach how to choose only the ripest cherries of coffee, how to wash them; to
clear both grains of every cherry; to sort them out and dry them.

Today Rwandan coffee is recognized as high quality coffee by importers and consumers.

Through the growing influence of the USA, Rwanda is now fully involved in the speciality coffee trend
& really target a high quality fully washed Arabica positioning. Moreover, with the conflict between
Starbucks & the Ethiopian government about the creation of brands on the Yirgacheffe, Sidamo &
Harar coffees, the American coffee giant is more & more active on the Rwandan coffee to diversify its
sourcing from Central & Eastern Africa.

4. Why Fair Trade in this particular region or country?

We can mainly identify 3 reasons for Alter Eco to develop a Fair-trade relationship in Rwanda:

- First of all, the profile of producers fully fits our commitment to work with the most
disadvantaged: less than 1 hectare per producer (between 0,12 & 0,2 Hectare in average for
Kopakama for example), high dependency to the market price, willingness of autonomy from
the producers.

- Second of all, Misozi is integrated in a national strategy to reach a very high quality of fully
washed Arabica coffee with perfectly fits the willingness of Alter Eco to develop specific origin,
specific taste & high quality.

- And last, the historical context makes it very interesting to analyse Fair-trade as a real piece of
the reconciliation process through a collective project & empowerment of small producers
around a same objective. Even if not clearly underline because of the highly controversial
content, this issue is at stakes within the Misozi project.
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ll. The product

1. Product cultivation: farming methods, harvest period,
yield, return on investment, surface cultivated...

Most of the coffee produced in Rwanda & in the cooperatives part of Misozi is from the Bourbon
Arabica variety. The coffee of Kopakama & IAKB is produced at an elevation between 900m & 2,000m
with a majority of the volumes from higher elevation than 1,500m.

Cherries are harvested from March to June with most of the parchment coffee milled between July &
September for shipment during the last trimester of the year.

The different coffee cooperatives of Misozi are spread all over the country. Kopakama is situated in
the western province, on the edge of the Lake Kivu whereas IAKB is situated in the Eastern province
close the Akagera National Park.

In terms of yield & average area under production, we can underline the following figures:
- Average number of coffee trees per hectare = 2,500

- Average number of coffee trees per producer in Misozi = between 300 & 500 wich is to say an
average area under production per producer between 0,12 & 0,2 hectare

- Average yield = Between 2 & 3MT of red cherries per hectare

In 2006, the 6 different cooperatives of Misozi exported 13 containers which to say a total production
of 234MT of fully washed Arabica green beans. In average, each cooperative had a production
capacity around 40MT.

2007 harvest was less prosperous which was quite consistent with the traditional 2-year cycle of one
high quantity harvest followed by less volume. Although 2 new first-degree organizations have been
integrated, this year Misozi will only export 14 containers which is to say 252MT or an average of
30MT per cooperative.

This situation illustrates one the major weaknesses of both first-degree organizations Alter Eco is
working with: both Kopakama & IAKB have invested few years ago in their own washing station but
their production capacity remains quite low with between 1 to 3 containers per harvest. This low
production capacity makes it very difficult for the cooperatives to bear the burden of such an important
investment as a washing station (65MFRW for IAKB for example = 90K€ to reimburse on 7 years with
an annual interest rate of 8%).

As a consequence, Misozi is fully aware of the priority to increase the productivity of the first-degree
organizations to relieve the burden of the debt. The objective would be to double the yield on the
middle-term spreading the following techniques within the producers:

- Generalisation of compost system

- Training on cutting the coffee trees

- Optimization of natural manure with development of cattle

- Nursery of new coffee trees financed by the government (In Kopakama, the nursery already
works). Producers have to replant some coffee trees after the usual 40 years of production
cycle.

100% of the coffee put on the market by Misozi is sold under Fair-trade conditions. For the moment,
organic coffee is not available even if organic certification is one of the priorities of Misozi. One of the
first-degree organizations, ABK, is already in transition & should provide organic coffee in 2009.
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Misozi, with the support of Clinton Foundation, might spread the organic project in all the cooperatives
in 2008 with an objective of converting all the coffee into organic in 2011.

Regarding forecast, Misozi is planning to reach an average of 2.5 containers per cooperative in 2008
with an objective to include 2 new groups. If the forecasts are respected, Misozi might get in 2008

availability around 450MT of fully washed Arabica coffee.

Kopakama 2007 Harvest figqures:

In 2007, Kopakama has produced 34,6MT of parchment coffee classified as follow:
- Al grade: 20,791MT

- A2 grade: 5,424MT
- A3 grade: 6,16MT

Kopakama washing station is also used to process some non-member cherries (2,217MT of
parchment coffee in 2007). This issue is tackled in 11.2 Quality control: HACCP & Manual

IAKB 2007 Harvest figures:

In 2007, IAKB has produced a total of 66MT of parchment coffee grade A1 & A2

2. Transformation process and yields between the different
stages of the process

Regarding the production process in both Kopakama & IAKB, we can summarize it as follow:

10
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In terms of yield between the different steps of production, we can underline the following figures:
- For Kopakama, a ratio of 4,7 between red cherries & parchment coffee & a ratio
a 1,3 between parchment coffee & green beans (160MT of red cherries to make
34MT of parchment which give 26MT of green beans)
- For IAKB, a ratio of 5,33 between red cherries & parchment coffee & a ratio a

1,37 between parchment coffee & green beans (352MT of red cherries to make
66MT of parchment which give 48MT of green beans)

3. Quality control: HACCP and manuals

The quality & traceability control is mainly divided between the 2 different levels:

- First degree oganization: Koapakama & IAKB
- Second degree organization: Misozi

First degree organization: Kopakama & IAKB:

The cooperative is updating its Internal Control System through the following documents:

Producer profile

This document gathers the following data:
- Name of the producer
Date of the different purchases
Unit price of cherry per kg
Weight of cherries delivered
Total price paid to the producer
Signature

This document gathers all the information of the different purchases made for one single producer
during the whole season

Daily report

This document gathers the following data:
- Date of the day
Name of the different producers who delivered their cherries
Weight of cherries delivered
Unit price
Total price to pay to the different producers
Cell (=village of origin of the producers)
Signature of every producer. If signed the cherries are paid, if not,
payment has to be made

This document exists for each single day of processing in the washing station
Purchase bond
This document gathers the following data:

Name of the producer
N° of the document

12
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Cell

Unit price

Quantities delivered
Total price & signature

This document is filled for each purchase.

Red cherry report

This document is the summary of the quantities of cherries bought each day at the washing station.
One lot number is given for each day of processing

Parchment coffee report

For every lot number, this document gives the summary of A1, A2 & A3 processed each day per batch
of cherries. This document makes it possible to get a link between every parchment coffee & the Red
cherry report through the lot number.

Stock report

This document is an update of the parchment coffee in stock, classified per grade.

In terms of control, the 2 cooperatives are mainly focus on the following criteria:

- Timing of fermentation
- Humidity rate after drying
- Control on the grading

During our visit in the 2 cooperatives, we have noticed the following risks or non-compliances:

- In terms of waste management, both cooperatives have a water pump with a filter
system which makes it possible reusing twice the water in the washing station.
After the 3 uses, water is just thrown without any management. In Kopakama, the
management is trying to set up a project of vegetable crops, mainly tomatoes,
produced with this used water but it is still at the beginning. In IAKB, nothing is
planned for the moment. This is particularly important in a context where water is
one of the main barriers for productivity

- In terms of non-member business, the washing station of Kopakama is also used
to process some non-member cherries (2,2MT out of a total of 34,5MT). These
cherries are not processed separately but the cooperative is keeping a clear
update of which quantities can be sold on the Fair-trade market & which
quantities have to be sold on the conventional market. Nevertheless, this issue
has to be addressed seriously as a major risk.

Second degree organization: Misozi:

First of all, Misozi is situated within the OCIR Café (Office des Cafés du Rwanda) in Kigali. All coffees
exported have to go through OCIR Café for quality control & authorization of export. As a
consequence, Misozi has full access to the quality control system of OCIR Café.

For every container exported from Rwanda, OCIR Café takes 3 samples. The samples are taken from

60% of the coffee bags of each container (1 Container = 300 to 320 bags of 60kg). The 3 samples are
used as follow:

13
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- 1 sample for physical-chemical analysis

The following criteria are tested:

Screening test, defines the density of the beans (13+, 14+, 15+,...) As
far as Alter Eco is concerned, our requirement is 15+

Default test

Colour

Humidity (between 11% & 13%)

- 1 sample to be roasted for cupping test
The cupping is done on the following criteria:
Sweetness
Acidity
Flavour
Body
- 1 sample for their archives
Following the controls made by OCIR Café, the following certificates are issued by this organization:
Certificate of origin
Quality certificate
At OCIR Café, the following procedure is respected as far as lot numbers are concerned.
- 1 lot number per container

- Lot number format
Example: 28 — 08 — 06 - 012

— N\ T

Country Code of the Year of Number of the
code cooperative crop container

or the

exporter

14
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[Il. The Producers and the Producer Organizations.
(Pos)

A .Presentation

1. Socio-economic and land loan situation

In 2001-2002, the government of Rwanda initiated a national program of poverty relief & launched the
PDCRE (Programme de Développement des Cultures de Rente et d’Exportation) financed by the
International Fund for Agricultural Development of the United Nations. The PDCRE program was
mainly focus on the development of the 2 main assets of Rwanda: tea & coffee.

There were 2 main objectives:

- Improving the quality to reach a high quality standard
- Helping producers to sell more directly in order to improve their income

In order to reach these 2 objectives, the PDCRE has encouraged the constitution of cooperatives &
put in place a system of producer support. The 2 cooperatives of Kopakama & IAKB & more generally
all the cooperatives currently involved in Misozi were founded in the frame of this program.

In the first years, this project mainly had 2 consequences:

- First of all, the cooperatives created, especially Kopakama & IAKB, were
supported to acquire their own washing station. Through the PDCRE, the groups
were put in contact with the BRD (Banque Rwandaise de Développement) to get
long term loan to finance the investment. The construction of the stations
accounted for an investment between 45MFRW & 65MFRW (between 60K€E &
90K€) on a 7-year basis with an interest rate of 8%.

- Second of all, Twin, the UK fair-trade organization, was contracted by the
PDCRE to ensure all the producer support issues. Their role could be define as
follow:

Training the washing station management about quality control &
internal control system

Training about Fair-trade

Organization of FLO-Certification

Development of a commercial expertise within the cooperatives
Development of commercial outlets through their subsidiary Twin
Trading

In the end of 2006, the partnership between Twin & the PDCRE was stopped both for economical
reasons (according to Rwandan representatives, too high costs) &, above all, for internal conflicts
between Twin representatives, the PDCRE & sometimes the representatives of producer
organizations. Moreover, it has been underlined that Twin had a conflict of interest through the
intervention of its trading subsidiary, Twin Trading. Finally, Twin had a conflict with the cooperative of
IAKB about a container contracted to Schluter Coffee (Swiss coffee trader) at a price of 1,21US$/Ib
Ex-works which was not accepted by the cooperative. According to IAKB, this deal generated a loss of
18MFRW which was finally taken in charge by the BRD (Banque Rwandaise de Développement).

As far as Kopakama is concerned, the cooperative was created in 2005 & began operating its washing
station at the end of the same year in the village of Mushubati in the Gisunzu sector, close to Kibuye

15
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on the edge of the Lake Kivu. The producer group also got the FLO certification in the end of 2005 &
take part in a common export of Fair-trade coffee in 2005 with other cooperatives.

Today, the cooperative of Kopakama gathers 601 members (455 men & 146 women) spread over 12
villages of cells.

As far as IAKB is concerned, the producer group was formed in 1999 as an association of around 300
members. In order to be able to trade their coffee, the association was turned into a cooperative in
2004. Today the cooperative gathers 1163 members spread over 9 different villages.

For both cooperatives, the construction of the washing station was the opportunity to reach the fully
washed Arabica market &, through the support of Twin, to get into the Fair-trade & the speciality coffee
markets. But at the same time, the investment involved by the washing station is an important financial
burden for cooperatives which still have quite low volumes, not exceeding 2 containers per year.
Moreover, this investment has to be added to the short-term debt necessary to finance the harvest.
For example, in 2007, Kopakama had to support their 7-year investment of 45MFRW for the washing
station plus an annual short-term debt of 35MFRW at a 10% rate. For IAKB, the burden is even higher
with a 7-year investment of 655MFRW & an annual short-term debt of 30MFRW at 10%.

As a consequence, the creation of second-degree organization was almost a must. It offered the
following advantages:

- Consolidating the Fair-trade coffee volumes to secure the market.

- Giving some flexibility for the buyers if their needs exceeded the production
capacity of one single cooperative

- Sharing the certification costs

- Getting a single structure to negotiate both the commercial contracts but also the
banking relationships.

- Getting a better promoting body for Fair-trade Rwandan coffee

The idea of creating Misozi (which means “The Mountains” or “The Altitude” in reference to high
elevation coffee) as the second-grade organizations of different fair-trade certified cooperatives
appeared in 2005. In July 2006, the organization was funded as a Cooperative Union but this legal
form was questioned by the Rwandan legislation as a trading status. Finally, Misozi turned into an
anonymous company in 2007 (SARL) & is beginning operating this year.

Today, Misozi gathers the 8 following cooperatives (first grade organizations):

- KOPAKAMA

- 1AKB

- KOPAKABI

- ABK (ABAKUNDAKAWA)
- AKG

- MCAC (MUYUMBU)

- KOPAKAKI DUTEGURE
- TWISUNGANE

The 2 last ones got into MISOZI in 2007 & TWISUNGANE is not included, for the moment, in the FLO
certificate.

Each cooperative is an equal shareholder of the Misozi company with 12,5% of the equity.

With such a structure, Misozi is now able to gather a total of 7,106 members with a capacity of 250MT
of fully washed Arabica coffee & a forecast of 450MT within 2 years.

Today, The Clinton Foundation through its program CHDI (Clinton Hunter Development Initiative) is
taking over Twin to support Misozi in the producer support issues. Its intervention is defined through
an agreement between CHDI, Misozi & the PDCRE. The role of Clinton Foundation regarding their
support to Misozi can be defined as follow:

- Trading support to develop volumes sold on the Fair-trade market
- Advising on producing aspects
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- Financing of production projects

- Training

- Business plan

- Marketing

- Development of the organic project

Indeed, the organic project is part of the priorities of both Misozi & Clinton Foundation. Through the
pilot project in one of the first-degree organizations, ABK, Clinton Foundation is working on the
business plan & on the economic & financial consequences of such a shift.

In conclusion, we can underline the important influence of the Rwandan government, mainly through
the PDCRE, within this Fair-trade project. This situation can bring some advantages through a real
priority for the government to develop a high quality coffee market & through a great infrastructure
support (financing of washing stations, office available for Misozi in OCIR Café) but can also be risky.
It can threaten the independency of Misozi in its internal management & can make the organization
very dependent from the priority of the government.

This risk has to be taken into account.

2. Product focus : average cultivated surface dedicated to
the product, yield, return on investment, techniques,
problems encountered...

In terms of customers, Misozi is working with the following organizations:

- InterAmerican Coffee (USA)

- Cooperative Coffee (USA)

- Schluter Coffee (Swiss, linked to Starbucks)

- Twin Trading (UK)

- Union Coffee Roasters

- Alter Eco

- GUEPA (Germany, in the process of becoming a new customer)
- Matthew Origins (UK)

As far as final price for fully washed Arabica coffee is concerned, the price negotiated in 2006
accounted for the following amount:

- 1,65US$/Ib FOB for InterAmerican & Cooperative Coffee
- 1,66US$/Ib FOB for Alter Eco Grade Al

- 1,56US$/Ib FOB for Alter Eco Grade A2

- 1,21US$/Ib FOT for Schluter

In 2007, FOB price have been increasing & on the 3 containers Alter Eco will purchase, the following
FOB prices were negotiated with Misozi:

- 1,85US$/Ib FOB, Grade Al & A2 from Kopakama (1 container)
- 1,75US$/Ib FOB Grade Al & A2 from IAKB (2 containers)

These prices have to be compared with the conventional market which have fluctuated for the 2007
harvest between 1,45US$/Ib FOB to 1,5US$/Ib FOB, that is to say an added value for Fair-trade
between 20% & 25%.

This very high price situation can be explained by the scarcity of the product, especially on the Fair-
trade market, by the high quality of the fully washed Arabica coffee & also by the geographical
situation of Rwanda with coffee that has to be shipped from Mombasa, Kenya, involving high transport
cost from Kigali to the port.

17



©Alter Eco Copyright Confidential

In terms of farmgate price, the situation of Kopakama & IAKB can be summarized as follow:

- For Kopakama, producers are selling red cherries to the cooperative at the price
of 128FRW/kg

- For 1AKB, producers are selling red cherries to the cooperative at the price of
120FRWI/kg

To compare with the conventional market, it is necessary to come back to the previous situation when
both cooperatives were not created. At that time, producers of Kopakama & IAKB were selling their
coffee under the form of parchment coffee to intermediaries. The average price paid for producers
were around 500FRW/kg for Kopakama & between 300FRW/kg & 600FRW/kg of parchment for IAKB.
If we take the average hypothesis of a ratio of 5 between cherries & parchment, the conventional price
paid to producers for their cherries was around 100FRW/kg for Kopakama producers & between
60FRW/kg & 120FRW/kg for IAKB.

As a consequence, we can estimate the fair-trade added value on the farmgate price at an average of
28% for Kopakama & around 33% for IAKB (Average price paid for cherries for IAKB = 90FRW/KQ)

3. Other products, diversification, opportunities

For the moment, both cooperatives are really focused on coffee & especially fully washed Arabica
coffee.
As far as Kopakama is concerned, the cooperative is thinking about a project to re-use the water used
during the washing process of the coffee for vegetables production. Tomatoes are produced in the
cooperative at an experimental level but this project might be a good initiative to optimize the use of
water.

In both cooperatives, producers are usually also producing bananas. Peanuts are also available in
IAKB.

4. Gender issues

No gender issue noticed during the visit.

In Kopakama women are still under represented but, with 146 women out of a total of 601 members,
their part is still significant.

5. Ethnic and Religious considerations

In the political & historical context, the ethnic issue is still very hard to tackle & remains an explosive
topic. In this particular context, it appears to be very difficult to directly discuss this topic in collective
meeting. Nevertheless, following discussions with both Misozi manager & Clinton Foundation
representative, the reconciliation process is right in the middle of the Fair-trade project. There is not
any discrimination within the membership of both cooperatives & the project is conducted as a way to
make different ethnic groups work together on a common objective.

This issue is both present everywhere & nowhere at the same time. It makes it very sensitive to
address it in the framework of the audit
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6. Geographic location, remoteness, accessibility

The office of Misozi is based in Kigali in the OCIR Café structure. The management is easily reachable
by phone, fax or email. Moreover, being integrated in OCIR Café makes it very convenient to get a
perfect control on the coffee exported & on the internal control system.

Nevertheless, roads to reach cooperatives are in quite bad conditions & the producer groups can be

difficult to reach during the rainy season. We can also underline a clear lack of equipments in the first
grade organizations to reach the local management by phone or email.

B. Participation & Transparency

1. Entry requirements (membership) & fees

Conditions for producers to get into the first grade organizations

For Kopakama

Producers have to fulfil the following conditions:
- Being a coffee producer
- Paying a entry fee of 500FRW
- Getting the approval of the general assembly
For IAKB
Producers have to fulfil the following conditions:
- Being a coffee producer
- Accepting the by-laws

- Paying the cooperative share of 3100FRW. This contribution might be increased
in the next year to 5000FRW

Organization of the first grade organizations:

For Kopakama

We can summarize the organization of Kopakama as follow:
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Election of the
Surveillance
committee

\/

Election of the Board
of Directors

General Assembly of
Kopakama

Election of 10

Election of Cel

representatives for Committee
the Kopakama GA
A T
A A A
: : ! General
! ! ' assembly of
! ! ! Cel
| : | 4
Cel Cel Cel | ... Cel Cel
(Villaae unit) (Villaoe unit) (Village unit) (Villaoe unit) (Villaae unit)
For IAKB

S

\

Board of Directors is
7members elected for a 3-
year term.

Surveillance committee is 3
members elected for a 3-
year term.

2 * per year
Usually, one in
February & one in
November

Cel Committee is elected
for a lyear term. Meeting
every 3 months.

Representatives for the
Kopakama GA are elected
for a 3-year term

1 * per year

Village level
12 cells in
Konakama

The organization of IAKB cooperative is very similar to the one describe above. We can summarize it

as follow:

- General assembly twice a year, once before harvest, once after harvest

- Board of directors meetings 4 times per year

- Surveillance committee meetings 4 times per year
- 9cells (or village unit)
- 10 representatives per cell for IAKB general assembly
- All terms are 3-year long except for the surveillance committee with a 2-year term

Organization of Misozi:

Each cooperative member of Misozi elects 7 representatives for the general assembly.

The organs of the company are:

- the general assembly: at least once a year as an ordinary GA

- The Board of Directors

- The Audit committee (3 members, elected by the GA for 3 years)
- Misozi management, mainly represented by Mr John REBERO

The company is administered by the Board of directors which is comprised of:
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- The president

- The vice-president

- The secretary

- The treasurer

- The managing director

- & 4 other directors elected by the general assembly

Board of directors gathers 4 times a year to discuss all strategic issue.

2. Minutes of committee and assembly meetings, status,
guestions raised

All documents, from by-laws to minutes of general assembly were available are provided in the annex.

3. Rotation of committee members

As far as Misozi is concerned, the company is in its first year of operation & rotation of committee
members cannot be evaluated.

At the level of the first degree organizations, Mr Mathias ABIMANA has been elected president at the
creation of KOPAKAMA in 2005. For IAKB, Mr Ephrem NDENGABAGANIZI, president of the
cooperative & also president of MISOZI, was also elected at the creation of the cooperative in 2004.
He will end up his first term at the next general assembly.

C. Relations between the groups or the cooperatives and
the entity responsible for the transformation or
commercialisation

As mentioned before, the creation of MISOZI as a second grade organization was a must for all the
first grade cooperatives for the following reasons:

- Consolidation of volumes. More security to answer the demand of customers
- More flexibility

- Certification costs shared between all first grade organizations

- More convenient trading structure

Misozi is mainly in charge of the following steps:

- Transport of parchment coffee from cooperatives to Kigali
- Deparchment of coffee

- Final hand sorting

- Quality control through OCIR Café

- Trading

- Export

Exports through Misozi will begin with the 2007 harvest & most containers will leave Rwanda between
September & December 2007.

For the moment, Misozi signs the contract but each cooperative is issuing its own invoice per
container.

As a consequence, all costs ensured by Misozi are re-invoiced to the cooperatives. At the time of our
visit, the margin of Misozi was still in discussion between the different first grade organizations but
should account for 1,5% to 2% of the coffee invoiced.
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The relationship between MISOZI & its shareholders (the cooperatives) appears to be very efficient &

the producer groups are convinced of the added-value of the second grade organizations.

D. Fair Trade Value Reporting (FTVR)

FTVR Café Rwanda 100% Arabica
Product: Coffee

Origin: Rwanda

Quantity: 1 pack of 250gr
Cooperative: Kopakama-IAKB-Misozi
Date of the audit: August 2007
Auditor : N.Mounard

Fair Trade Channel ]% of final price | Conventional Channel | % of final price |

€
Price paid to producers 031 9.77% 024 7,63%
128FRW/Kg of red cherries. Ratio of 5 between cherries & parchment
Ratio of 1,25 between Parchment & green beans
15% of loss between green coffee & R&G coffee
FLO Premium 0,05 1,50% 0 0,00%
Carriage inwards 0,025 0,78% 0,02 0,78%
Salaries (permanent) 0,012 0,39% 0,01 0,39%
Wages (Seasonal) 0,013 0,42% 0,01 0,42%
Washing station fuel 0,002 0,07% 0,00 0,07%
Administrative costs 0,007 0,21% 0,01 0.21%
Other 0,000 0,01% 0,00 0,01%
Tax 0,004 0,13% 0,00 0,13%
Transport & Insurance 0,035 1,12% 0,04 1,12%
Hulling 0,018 0,59% 0,018 0,59%
Storage sacs 0,010 0,32% 0,010 0,32%
Financial costs 0,10 3.34% 0,105 3,33%
8% annual on 45MFRW LT & 10% annual on 35MFRW ST
Misozi Margin 0,02 0,54% 0,017 0,54%
Cooperative Margin 0,24 7.78% 0,190 6,05%
FOB Price Kopakama (Mombasa) 0,85 26,97% 0,68 21,59%
1,8US$/pound FOB
Freight 0,053 1,69% 0,053 1,69%
Packaging 0,1 3,19% 0,1 3,19%
Roasting & grounding 0,245 7,81% 0,245 7,80%
\Warehousing 0,024 0,76% 0,024 0,76%
Frais d@pproche 0,02 0,64% 0,02 0,64%
Max Havelaar Fees 0,052 1,66% 0 0,00%
Other & miscellaneous 0,016 0,51% 0,016 0,51%
Sub-total 1,36 43,22% 1,14 36,18%
Distributor selling price 2,23 71,09% 2,23 71,09%
End Consumer selling price before VAT 2,97 94,79% 2,98 94,79%
VAT 0,16 521% 0,16 5,21%
End-consumer selling price 3.14 100,00% 3.14 100,00%
Key FTVR Figures :
% Given to producer (income+dividend) / final price 11,27%
% of total revenue for the Coop / final price 26,97
% of Fair Trade premium/conventional price paid to producer 19,62
% of added value on the price paid to producers (excluding premium) 28,00
% of added value on the price paid to producers (including premium) 47,62
% of added value on the price paid to coop 24,83
% for the producing country 26,97
Number of producers in the coop (601 for K & 1163 for IAKB) 1764
FOB Price paid for the Raw material by FAE for 1Ib (=0,4539gr) in $ 1,80
FOB Price paid for the Raw material on conventionnal market for 1lb in $ 1,44
Added value on the FOB Price 24,83%
Fair Trade Conventional
Producers 11,27% 7,63%)
Cooperative 15,70% 13,96%)
Processor 16,25% 14,59%)
Alter Eco 27.87% 34,91%
Distributor 28,91% 28,91%)
100%
80% W Distributor
60% OAlter Eco
OProcessor
40% B Cooperative
20% O Producers
0% +
Fair Trade Conventional
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IVV. The organization responsible for sales & exports

1. History, Mission Statement and General Presentation:

N/A, Misozi is responsible for sales & export

2. Financing of the collective and Fair Trade projects:

For the moment, all the premium paid both to Kopakama & IAKB have been re-invested in the pay
back of the loans that they have contracted to build their washing station.

This choice has been approved in general assembly & has been validated by FLO Cert during last
inspection.

Indirectly, the fair-trade premium has been used to finance the autonomy of the producer groups,
helping them to acquire their own transformation unit.

As far as Kopakama is concerned, they only exported very few volumes in 2005, being part of a
common container with other fair-trade certified cooperatives. Their first main deal on the fair-trade
market was in 2006 through the 2 containers of Alter Eco. We can summarize the impact of the
premium as follow:

- 36MT in 2006 with a fair-trade premium of 0,05US$/Ib = 3 973US$

- 18MT in 2007 with a fair-trade premium of 0,1US$/Ib (new coffee standard on
June 2007) = 3 973US$

- TOTAL =7 947US$

As far as IAKB is concerned, the summary is similar with one more container exported in 2007 which
means a total premium between 2006 & 2007 of 11 920US$.
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V. FTA 200
Auditor :
Criterias : N.MOUNARD

Profitability: 1 6,83
Quality : 2 6,73
Price: 3 6,67
Logistic : 4 7,34
6,73
7,78
5,78
6,25
9,47
6,13

Total FTA 200 139,40

Auditor

Profitability: 1

Price:3

Logistic:4

Beneficiaries: 6

O FTA200Performance
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Analysis of the FTA200 results:

Economic considerations

Profitability: 6,83
Quality: 6,73
Price: 6,67
Logistic: 7,34

The overall economic performance is very good: all financial statements are available & detailed & the
internal control system is efficient. Kopakama & IAKB are part of the whole Misozi strategy to promote
high quality fully washed Arabica coffee & are highly supported either by the second-grade
organization or by the Clinton Foundation. The shift to gather the different cooperatives in one
common company was the right decision to secure the market, consolidate the volumes & share the
costs.

Nevertheless, the 2 first-grade organizations have to bear a very important debt structure, either long
term to pay back the loan contracted for the washing station & also short term for their cash needs to
buy cherries. The investment made for washing station was probably over estimated for structures
which cannot produce more than 2 to 3 containers.

This debt situation is the main weakness of both Kopakama & IAKB

Social considerations and beneficiaries

- Social: 6,73

- Beneficiaries: 7,78

- Development: 5,78
- Perennity: 6,25

- Transparency: 9,47

In terms of social issues, Kopakama & IAKB both have producer profiles which perfectly fit Alter Eco
commitment to work with the most disadvantaged. With an average of 0,12 to 0,2 hectare per
producer & an average annual income around 50€ (In Kopakama, average of 270kg of red cherries at
128FRW), the small producers are in line with the beneficiaries we are trying to reach. Moreover, the
reconciliation aspect within the cooperatives gives specificity to this project which can promote Fair-
trade as another way to find solution to ethnic conflicts.

It has to be noted that the priority was given, in both cooperatives, to the economic development &
most efforts have been invested in the autonomy of production & commercialisation. As a
consequence, the Fair-trade premium was exclusively used to pay back the loans contracted for the
washing stations. No specific social project has been set up for the moment.

In terms of transparency, all documents were available & can be read in annex

Environmental considerations

- Environment: 6,13

The environmental issues are mainly tackled through the partnership with the Clinton Foundation.
Indeed, after the support of Twin, the foundation mainly focuses on the implementation of the organic
certification in the different cooperatives of Misozi. ABK should be able to trade on the organic market
next year but most cooperatives, including IAKB & Kopakama, will get the organic certification in 2011.

In terms of water management, a weakness has been identified since the water used in the washing
station is only re-used twice through a pumping system. Then, the water is thrown without any
optimization. Kopakama is implementing a tomato culture within the cooperative which could be
irrigated with the used water but this project is still at the beginning.
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SWOT

Strengths:

Weaknesses:

Threats:

Opportunities:

High quality fully washed Arabica coffee

Efficient second grade organization to secure the market, consolidate the
volumes & share the costs

Efficient internal control system

Profile of very small producer which perfectly fits our commitment to work with the
most disadvantaged

Support of the Rwandan government to develop a high quality coffee supply
chain

Support of the Clinton Foundation

Program to implement the organic certification

Very highly indebted structures
Over estimated investment for washing stations

Very few equipment at the first grade organizations: lack of computers, phones,
truck...

HACCP procedures not developed

The P&L of IAKB is not clearly separated from the Balance sheet.

High influence of the Rwandan state through the PDCRE

Risk of non-member business in Kopakama

Organic certification available in 2009
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VI. Non-compliance reports

Non-conformity Report

SUMMARY : Major Minor
Economic 1 13
Social 2 17

Environmental

B |

Major Non conformities :

corrective actions :

Economic
Criteria Grading Grade Points Comment
39. Formalisation and application of quality
control procedures: HACCP / physio-chemical | Progress criteria for level 1, required criteria for level 2. Gradual
tests / micro-biological tests / residues (for bio score. Set up and respect of the quality control procedures to 0 0 No HACCP available
products) / conformity with EC regulations (toys) /] conform to European standards. Annual tests...
Food content (packaging / table art)
Social
Criteria Explanation / Grading Grade Points Comment
71. Is there a prevention plan against Are BIT standard local lati it i ¢
. . L . re standards or local regulations (if more stringen . .
fire? And fire exits installations and appliiz’) ! (@ ingent) 0 0 No prevention plan available
materials
74. L.GVE| 1. Use Qf children fF)r work important = 1; frequem = 0,75.; less frequem = 9,5; rarely = 0,25; 0 o No child labour noticed
during general time and holidays.. never or just during no studying time.
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Minor Non conformities :

Confidentid

Economic
Criteria Grading Grade Points Comment
Only applies to level 1. For levels of endebtment (short, medium, or . .
—_— N " Vi tant risk. In 2! , th
22. Organisation level of debt long term) nill o less than 10% of the capital: 1 /11 to 20%: 0,75/21| 0 0 e"{;\l‘l’z; ng['fvasr;t gg;) e
t0 30%: 0,5/ 31 to 41%: 0,25 / more than 40%: 0
Only applies to level 1, unless the level 1's capacity for auto-
financing is insufficient due to lack of auto-financing from level 2
19. Capacity for auto-financing for the first level and (in this case, score of 0 for the organisation). Treasury balance o 0 Very low capacity of auto-financing,
for one container always >0: 1/ <0 for a maximum period of one month: 0,75/ <0 for 1 especially with their level of debt
to 2 months: 0,5 / <0 for 2 to 6 months: 0,25 / <0 for more than 6
months, chronically: 0
Only applies to level 1, unless the level 1's incapacity for pre-
financing is linked to the level 2. Score of 0 in this case. Pre-
financing capacity of small producers (or command for a small
24. Ability ot provide pre-financing for orders (level 1) | plantation). Pre-financing capacity for orders equivalent to more than| 0 0 No capacity. Only 1k€ of treasury
four months of purchase from producers, from the previous fiscal
year: 1/ for orders of 2 to 3 months: 0,75 / for 1 month: 0,5 / for less
than 1 month: 0,25 / incapable of pre-financing: 0
Only applies to level 1. Less than 3 clients and a single distribution
57. Diversification of product outlets: local and/or C‘II'CUIII‘ 0/ more ‘“E‘T‘ 3 ?“er.“s but single circuit: 0'2.5./ m.0r9 than 3 Only one product & only one
international (please list) clients in at least 2 circuits (ie. Local / export / speciality): 0,5 / more 0 0 customer
than 5 clients in at least 3 circuits: 0,75 / more than 10 clients in at
least 3 circuits: 1
58. Diversification of trades (new products, new Only applies to level 1. Development of new activity, new products, o 0 Not for the moment. Only tomatoes
services for the producers) new services... Yes:1/no:0 growing but marginal
Certified audits (by a commisionner, the local administration bureau
for cooperatives... or any legal body) of annual financial statements
are additional guarantees that a company® financial records are true
7. Certified audits of annual financial statements and accurate. This criteria should only be considered if required by 0 0 Not externally certified
local law. Uncertified financial statements, for either both or only the
level 2 (regardless of the status of level 1): 0/ certified financial
records for both levels: 1 / non applicable: 1
52. Innovation and originality of products developped Only applies to level 1 _Developmenl, atthe local level, of exclusive 0 0 No exclusive product developed.
and original products. Yes: 1/no: 0
Only applies to level 1. Technical level required, exclusive Rwandan government gives a
51. Technical levels of the products manageme_nt of the productjproducugn process on the local (fair 1 o 0 priority t_o fully washed arapma
trade) market: 1/ less than three suppliers with the same know-how: coffee. Quite numerous supplier are
0,75/ less than 10: 0,5 / less than 20: 0,25 / more than 20: 0 able to control the technique
Only applies to level 1. Number of product categories. 1 category:
0/ 2 (of which the smallest should represent at least 25% of the
turnover): 0,25 / 3 (of which the two smallest should represent at least . .
N i " [P N Kopak I ki ffee f
48. Product variety and vitality of the offer 35% of the turnover): 0,5 / 4 (diversification, with the three smallest 0 0 opakama s only maxing cofiee for
N . the moment
categories representing at least 45% of the turnover): 0,75 / more
than 4 categories (with the four smallest categories representing at
least 55% of the turnover): 1
50. Repeat production of products: product Only applies to level 1. Regular renewal of the product range, of o 0 No renewal for the moment. Only
developpment product development, regular innovations. Yes: 1/ no: 0 arabica coffee
Production facilities are often located in remote areas (topography,
climate, poor equipment, conflicts). It is important to consider the risk The access can be quite difficult.
1. Accessibility: condition of roads, delays / seasonal of logistical difficulties and delays. 0 : high risk over an extended 0,25 0 Muddy roads, difficult during rainy
period of time (+ 1month) / 0,25 high risk for < 1month or low fisk for > season
1month / 0,5:medium risk for < Imonth / 0,75: low risk / 1: no risk
Only applies to level 1, unless level 2 interferes (score = 0 in this
case). Gradual score. Capacity to ensure a regular production rate That is one of the major risk.
32. Rate of production / the extent to which it can be and a constant standard of quality for regular and »demandlng‘ orders Kopakama production capacity is
R (be aware of and manage human factors, technical and logistical 0 0 very low & can vary from one year to
regularised . o b ;
aspects of production and commercialisation). Good management another one. 2 containers available
and formalisation (purchase contracts, planning, documentation): 1/ in 2006, only 1 in 2007
non-formalised: 0,5 / not managed: 0
Only applies to level 1, unless level 2 interferes (score = 0 in this That is one of the major risk.
34. Capacity to increase rate and capacity of case). In the_event of large scale orc_iers, reactivity and management Kopakama production capacity is
roduction of the production (delays, costs, quality) (track record and evaluation).| 0 0 very low & can vary from one year to
p Capacity to double deliveries: 1/ +75%: 0,75 / +50%: 0,5 / +25%: 0,25 another one. 2 containers available
/ not possible: 0 in 2006, only 1 in 2007
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Social

Criteria

Confidentid

Grading

Grade Points

Comment

67.Are all work areas clearly designated

Inspection procedures, at regular intervals and in conformity to local

bankrupt?

producers or workers.

o N 0,25 Few signalization available
and verified for safety? (level 1&2) regulations 9
69. Are all work areas clearly designated | . a ¢ lar intervals and i formity to local
and inspected for hygiene standards? (level nspaction pracecures, a re?:gaurlgi::éas andin conformity tolocal | ¢ 55 Few signalization available
1&2)
84. Access to social security for level 1&2
producers/employees (public / via Yes: 1, No :0 0 No
contributions)
85. Pension contributions for level 1&2 Yes:1,No:0 @ No
producers / employees
Primary & secondary school access free or accessible for all. ( less
103. Are level 1 members made aware of | than 30 mn walk or transport payed by the school ) No for all = 0; no o Yes. good awareness
the urgency of getting children into schools?| for 75% of the children = 0,75; no for 50 % = 0,5; yes for 75% = 0,25; 9
yes for all = 0.
78. Total monthly pay for a level 1 member | For the level one beneficiaries. At least 100% more than the social Average of 270kg of cherries per
(pay for organizational activities and any |local minimum ( or minimum salary making in the concerned sector) =| 0 producer = 128FRW*270 = 46€ per
second income) 1; 50% more = 0,75; 25% more = 0,5, 10% more = 0,25, egal = 0. year
94.Do the level 1 ar}d 2 qrgaplzatlons have Yes:1,No:0 0 No
stated social objectives?
119. Was this project implemented at the
same time as the production actlvﬂyl anq is it Yes:1,No:0 @ No
an integral part of the level 1 organization®
activities?
120.Did this (level 1) project come into Yes: 1, No: 0 (both : 0.5) @
being as a result of a local initiative?
118. If yes, what type of project, and what Coopératives, producers associationsor companies hold at 100% by
ro' ortion’ of funds available tc; level 1 is the producers = 1. Plantations: + 50% of net profit before taxes = 0 No
prop ‘ - 1,49% to 40% = 0,75, 39% to 30% = 0,5; 29% to 20% = 0,25, less
allocated to this project? than 20% = 0.
113. % of the additing valor maked by the |producers income = at least at 20% of the product final price= 1; from
producers (in % with the product final price)| 15 to 19% = 0,75; from 12 to 15% = 0,5; from10 to 11% = 0,25; less | 0,25 11,27% Cf FTVR
(source FTVR) than 10% = 0.
107. Fair Trade price/Conventional price for| more than 100% up to the conventional price = 1; + than 0,75 = 0,75; 025 47.62% cf ETVR
the producer (Source FTVR) + than 50% = 0,5; + than 25% = 0,25; - than 25% = 0 ’ R
108. Fair Trade price/Conventional price for | more than 100% up to the conventional price = 1; + than 0,75 = 0,75; 025 24.83% cf FTVR
the coop (Source FTVR) + than 50% = 0,5; + than 25% = 0,25; - than 25% =0 ’ §
i : f : Still limited for the moment since the
117. Visible |mprovemen_ts_ In. the lifestyle of Yes:1,No:0 0 cooperative have sold since 2005 &
level 1 beneficiaries volumes are low
88. Services provided for level 1 producers /
employees ie; nursery, cafeteria, first aid, Yes:1,No:0 0 No
loans, etc.
91. Have the level 1 and 2 organizations
implemented a continuous corporate
improvement process, or are there any Yes:1,No:0 0 Not for the moment
specific projects of this nature being
planned?
124. Can level 1 members be converted to i ¢ Status of lab ket and skilllevels of Not really. Coff. ture is almost
OtheraclivitiesShouldthebusinessgo Qualalveassessmen . Status of labor market and skill levels O 0 ot really. Coffee culture Is almos

the only activity of the producers
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Environmental
Criteria Grading Grade Points Comment

This issue has to be improved at the

cooperative level. The water used in

146. Water pollution 0 0 the washing station is only re-uses

twice & then thrown away. No water
waste management

VII. Conclusions regarding the respect of the Fair
Trade Criteria

Economic considerations

Use of the Premium:

COMPLIANT: The management of Fair-trade premium is transparent & used according to the
decisions of the general assembly. With an important level of debt in both organizations, the choice
was made to use 100% of the premium to pay back the financial charges of the washing station
investment. This choice was also approved by FLO Cert during their last inspection.

Export Capacities:

COMPLIANT: IAKB & Kopakama have only been exporting by their own for 2 years after a first
common export in 2005. After the 2 first containers contracted in September 2006, we experienced
their full capacity to ensure respected time-lines. Both cooperatives had been supported in this
capacity building program by Twin which had set up all these fair-trade supply chains. After the end of
the partnership between the PDCRE & Twin, the shift to a second-grade organization, Misozi, was the
right decision to strengthen the export capacities of Kopakama & IAKB. Moreover, the support of the
Clinton Foundation is also a great asset to secure these 2 fair-trade supply chains.

Building up the organisation:

COMPLIANT: Kopakama & IAKB have gone through different steps to build & strengthen their
organization: exporting by themselves, acquiring trading, quality & commercial background through the
support of Twin & Clinton Foundation & optimize their structure through the creation of Misozi.
Moreover, the support of the PDCRE has made possible for the cooperatives to rapidly acquire their
own washing station & being fully independent in the production process. Nevertheless, both
organizations remain threatened by low volumes (1 to 3 containers) which keep them quite fragile
regarding the burden of their debt structure. Both cooperatives have to set up a strategy to increase
their capacity of production to minimize their fixed costs.

Social considerations

Potential for development:

PARTLY COMPLIANT: The potential of development is mainly linked to the capacity of IAKB &
Kopakama to develop their capacity of production. For the moment, the financial burden of the debt
prevents the organization to maximise the direct return to farmers. Moreover, the cooperatives have to
reach a higher level of volumes exported to make a significant difference in their respective area.
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Beneficiaries (underprivileged producers):

COMPLIANT: with an average of 0,12 to 0,2 hectares per producer, Kopakama & IAKB fully target the
small farmers of the region. The average production is around 270kg of cherries per producers at a
price of 128FRW/kg which is to say annual coffee revenue of 46€. For most producers, coffee
accounts for 80% to 100% of their income. As a consequence, the capacity of both Kopakama & IAKB
to target the most underprivileged producers is proved.

Labour conditions:

COMPLIANT: Not any case of forced labour. ILO criteria are respected

Child labour:

COMPLIANT: no case of child labour noticed

Freedom of association:
N/A, no hired labour structure.
Working conditions:

COMPLIANT: ILO criteria respected

Health and Safety measures:

NON-COMPLIANT: the HACCP procedure is not formalized for the moment. A lot of efforts have been
undertaken to train farmers to quality issues & production process but the security & hygiene issues
should be the main topics of the next training sessions. It could be one of the priority for the Clinton
Foundation

VIIl. Conclusion

The result of the visit was very positive. Moreover, the profile of Misozi & the 2 cooperatives we are
working with fits what Alter Eco is looking for in terms of structure, especially for our first direct coffee
imports:

- Small structure willing to build a strong relationship with Alter Eco

- Significant part of Alter Eco in Misozi volumes. It makes us an important
customer for the second grade organization & a priority for Misozi

- Profile of very small farmers

Moreover, the support of the Clinton Foundation on the long term is a guaranty for us of capacity
building to strengthen the organization both at first degree organization level & at Misozi level.
Nevertheless, the financial structures of both IAKB & Kopakama with a high level of debt are worrying
regarding their low capacity of production for the moment. The initial investment must have been over-
estimated & now the cooperatives have no option but to increase the production capacity.
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Feedback from the cooperative regarding the audit, expectations of the latter:

32



©Alter Eco Copyright

ANNEXES

FTA 200

FTVR

Contracts 2006

Contracts 2007

By laws of Misozi

By Laws of Kopakama
Kopakama Business Plan
Cupping documents

Misozi internal rules

Misozi GA minutes

Internal control system documents
FLO Certificate

List of producers

Kopakama financial accounts

Confidentid
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