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1. Introduction & Summary.

Situation.

Armenia is among 76 countries supported by PUM Netherlands Senior Experts Programme. The
idea behind PUM is quite simple: companies and institutions in developing countries can benefit
from western organizational and management skills.

Agriculture is important for economy in Armenia, but is relative poor because of the lack of
infrastructure and farming conditions. In the aim of creating a sustainable and more efficient
agriculture, farmers should be brought in a better income situation and selling-market position.
Armenia is a land-locked country, surrounded by four countries, Azerbaijan, Georgia, Iran and
Turkey. The borders with Azerbaijan and Turkey are closed. The new Zvartnots International Airport
Armenia offers the opportunity to extend export by airfreight for promising products of Armenia and
will increase the domestic production and quality of these products. Especially the export of fresh
agricultural food-products enables the aim of improvements.

Occasion.

The Government of the Republic of Armenia has decreed the set up of a Free Economic Zone

(FEZ) nearby Zvartnots Armenia International Airport Yerevan. Initially the FEZ will be specialized in

the exportation of fresh agricultural products, reflecting the importance of the agricultural sector to

the Armenian economy. The operational performance of the FEZ should be similar to the Dutch

fresh fruits/vegetables and flower auctions, in order to enable a competitive business for the private

sector.

More detailed information is given iEconomitrZoneRepor t
Zvartnots airport of the Republicof Ar meni ado May 2008.

Objectives.
The ministry of Economy of the Republic of Armenia applies for assistance and knowledge of PUM
Netherlands Senior Experts in order to advise the Ministry to:

1. Reconstruction and development of a competitive and comprehensive business environment for
the agricultural food-sector in Armenia

2. Creation of a Free Economic Zone (FEZ) at Zvartnots International Airport RA as a
concentration of logistic facilities in order to increase the export of Armenian products.

Summary.

The project Free Economic Zone and export fresh agricultural food-products are a complex and
extensive project containing many aspects. In terms of PUM Netherlands experts this is an Enabling
Project. Normally PUM sends experts for direct support to medium and small business.

Considering this extensively project, the expert has chosen to handle all aspects of project, during
this mission. This implicates a survey of current situation, analysis, suggestions for discussion and
furthermore selections of options that has to be worked out in a later stage.

This report and the outcome of discussion give direction for furthermore comprehensive Business
Cases, which are part of the implementation program.

For background information a brief view is given of the situation in the Netherlands, especially Dutch
auction system and the concept of Greenport, in fact a Private Public Partnership (PPP) for food
and flower agriculture. In the opinion of expert it is impossible to copy them, but some element and
parts of both structures are useable in Armenia developments and can be linked to existing
initiatives.

Jaap de Mol 4



PUM Netherlands senior experts

The Reporti Pr o c e d u r en Fred Ecanoméc Zane (6EZ) in Zvartnots airport of the Republic of
Ar meni ao Masybeed dtldigdd The expert added remarks and suggestions to the Report
and redefined the opportunities and objectives. More interpretations are given of FEZ. Firstly in
terms of a set of liberal regulations, additional incentives and economic rules ( | eday the
software), and secondly, the geographical area for freight forwarders, trade-enterprises etc. and
manufacturing compani es Thé maeligof the &BZ stolldebe dmoject aya r e )
itself.

During the survey, the Ministry of Economy pointedt o t he pr o] e c tgistiisiCentessfon at i o0
Western NI S anldC) ané irarsmm SGodridor Europe Ca u ¢ a s u s(TRAGECA).O
This project is funded by the European Union, and in opinion of expert a major important framework
in which the Free Economic Zone should be a part of. Two locations in Armenia are taken in study
for identification of potential ILC: Yerevan-Airport and Apaven Container-Customs Terminal. Apaven
CT and not Yerevan-Airport is ranked as one of the six potential priorities ILC sites and is scheduled
for furthermore feasibility-study. Both locations with their specific activities are of great importance
for export and import of goods in Armenia. The expert suggests investigation of the combination of
Yerevan-Airport and Apaven CT in relation to TRACECA and in terms of Free Economic Zone.

A reliable and accessible system of information about production, trade, markets, employment,
structure of value chain and contribution to BNP is essential for major economic decisions and
investments. The expert was not able found necessary data easily. A group of students assist the
expert to make a separate survey, which is put as appendix Facts & Figures to this report.

Based on research in Armenia, interviews with stakeholder, visits in the field and the frame work of
Dutch auctions and Greenport, finally a comprehensive Business Model is presented. It is inevitable
to start on scratch, but nevertheless the process of development should be put in the framework of a
decided comprehensive Master and Business Plan. Small achievable projects as part of a whole
should be efficient guided by professional program and project management, coordinated and
supported by all stakeholders. This is the most essential critical success factor. In other words
development and implementation is a matter of a strict program of Private and Public Partnership
(PPP). The Expert suggests creating the Armenia Greenport Concept as PPP, in order to express
the importance in national and local policy and plans, organize understanding and commitment of
stakeholders and put focus on the several projects under the umbrella of the Armenia Greenport
Concept.

Finally expert proposes the next steps in schedule. Important is to show success in short time.

2. Auction Concept in Holland

It has to be considered Dutch auctions are established more than hundred years ago. Auctions are
cooperatives with growers and farmers as members only. Auctions started as a private initiative of
few growers for the reason they were not satisfied about prices theyd vget for their products from
the buyers. They used to be played off against one another. In more than hundred years, gradually
the initiative grows out to the powerful organizations of today.

The mission for the auction organization is still the same:
iGet the highest price for melmbestposcutl| @ef ctolsé¢ s
Therefore auctions in the Netherlands became center points in agricultural business, with lot of

activities and services, shown in picture 1. FloraHolland is the largest cooperative auction for cut
flowers and ornamental plants in the world. Six auctions as physical marketplace operates under the
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umbrella of FloraHolland: three auctions mainly supply the export market and three smaller auctions
services the local market. All activities, also the wholesaler-exporters, are concentrated under one

roof ateachaucti on | ocation. The auction can be seen
logistic centre, as extension of member growers. Auctions are selling products on behalf of
members. There is a strict separation in function between auction (growers) and wholesalers-
exporters, which are servicing on own risk the domestic market and export market.

There is a price-limit for sale, depending of kind of product as an appointment in the sector.
Products which are not sold are taken out of the market and are destroyed.

Members of the cooperative own the auctions,
premises and facilities. The general meeting
twice a year is the highest decision making unit
in the cooperative. Members are obligated to
offer all their products to the auction. The
auction is a private and non-subsidized entity.
The members contribute in ownership and the
costs of the operational process of the auction
by paying a yearly fixed contribution, percentage
over their turnover, tariffs for renting and buying
package material, per supplied logistic trolley
and per product lot. The final auction costs for
growers for selling their products, various
between 4%- 8% of the turnover of individual
members.

Furthermore earnings are coming from renting premises to wholesalers and several kinds of
services.

Auction Concept in Holland

PRODUCTION / GROWERS

FUNCTIONS OPERATIONAL PROCESS
Organize Market Place  Product receive
SetRegulations Quality control

Sourcing supply and Conditional storing

demand Distribution supply information
Facilities Auctigning (transactions)
Logistic Auction clock

ICT Intermediate
Moneyflow 0 E-Trade

Quality arbitrage Billing and Incasso

Marketing Distribution

Information Reclaimes

Packing Statistics

Public affaires Payments to growers

CLIENTS / CUSTOMERS
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Picture 1

3. Greenport Concept in Holland.
In the Netherlands the agri-business as a whole is considered as a very important economic cluster,
which contributes substantial to BNP in the Netherlands.

This economic cluster is defined, modeled,
promoted and pr e semport e
Nederl andd The Greenpor
the public and private sectors (PPP) and is

Green port Concept in Holland
Integrated agri -business cluster (Michael Porter)
Collaboration between the private sector and the public 0] f
(government) sector and university (science)in order to give
business support and facilities

Program & Fund innovations

major attention-point in policy and programs of
Dutch Government. It has to be considered

Branches
Product development & researche
Propagation

Additional Business
Research and Development
Education

. Seed and young plants suppl! Suppliers of:
Greenport Nederland is a result of 10 year producton OFeriisers
. i . Auction s (pricing & logistic) 0Pau:kaglng
partnership, but the concept is usable in the . g;zg,f;w
Airport ICT

development of agri-business in Armenia.

Structure and stakeholders are shown in picture
2.

4. Analyses Concept Free Economic Zone.

Situation.
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It seems the obligation directed to the development of the Free Economic Zone (FEZ) between the
concessioner and the RA government is not clearly defined until now. The explanation of the
meaning and significance of the FEZ for economy and the establishment in the situation of Armenia
is in discussion. As a land locked country and difficulties on borders with n e i g h boantriéssthe
situation for Armenia is complex. This aspect of disadvantage is mentioned in almost every
interview and expressed specially by farmers of fresh food products who need to enlarge their
marked by export. In current situations the costs and problems around passing borders seems to be
tremendous and bring them bad situation.

The idea of a FEZ at the airport is good idea. However in the opinion of the expert, this idea should
also be part of export of other products as mentioned: software, jewelry, diamonds, high tech etc.
For agriculture products the FEZ has to be considered in the structure of the whole value chain,
which will lead to the export of high quality food-products according to international standards. But
also there is an export market, for other means of transport as explained further on.

Interpretations FEZ.

From interviews and analyses of the Report, the expert notified more than one interpretation and

difference in ambition.

1. In the view of the Corporacion America SA, FEZ is basically an enclosed area and buildings
annex to the cargo hall, in which products will be transferred and be stored for short time,
without the complex rules of declarations and taxes. The airport is owner of premises and also
the investor and the supplier of the services annex to the FEZ, like export documents, loading
airplane cargo-plates, (conditioned) storage and distribution to loading docks (airside to
landside). This interpretation can be also helpful to develop software producers, diamond,
jewelry, fish and other kind of merchandize that have not so much transportation costs. The
airport developed a plan of three units, each 600 m2, in total 1800 m2, annex to the present
Cargo hall. This is a relative low investment for the start. The airport has to invest. The design
has to be considered for functioning in the Business Model. Question is how the investment will
be financed and the ownership the facilities.

2. Another interpretation is given in the Report mentioned before, in chapter 2 . Faundation of a
Logistic Center 0 . Besi de fashdescribed,eiantbenidea of the concept a complete
logistic center and center for industrial processing or reprocessing, additional services and
advisory body. This interpretation shows an ambitious and extensive project and supposes a full
running business and organization. The investments will be high and complex in terms and
guestions of ownership, organizations and legal constructions and questions.

3. Nevertheless both interpretations are correct as far as the product flow is physically linked to the
airport or another logistic system (one stop handling). At this moment it is not clear what the
critical mass of fresh food is and what the export market can bear. One should also consider
what is achievable in an acceptable process. | t i s opmodunities andistructure follow the

businesso |t i s al so sai d: i what was first

FloraHolland and The Greenery were established more than a century ago, as a very small
initiative of growers. In more than hundred years it is what it is now. In other words the question
that has to be answered is: how will Armenia start the enabling for this project and built it up and
fulfill step by step the ambition.

The expert advises to start a relative modest building in the enclosed FEZ area annex to the current
Cargo hall, which fits in a proper plan of possible extension. In a further stage the enclosed FEZ
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area could be expending hosting furthermore related enterprises. The current design of the building
and routing has to be reconsidered, before engineering. The same time rules for FEZ should be set.
FEZ related to Project ILC-TRACECA.

More in general Free Economic Zoned sr elsewhere called Special Economic Zones (SEZ) cover a
broad range of more specific zone types, as Free Trade Zone, Export Processing Zone, and Free
Industrial Zone. Usually the objective of all these kind of structures is to increase export (diminish
import), to establish manufacturing companies and to attract foreign investors, all by means of
liberal export and import regulations, procedures and taxes and friendly settle conditions. Structures
as FEZ generate in faster tempo economy and employment. In many development countries
governments take in Private and Public Partnership (PPP) the first initiative with the help of granted
money and International Development Programs (IDP). In this model and the aim of increasing
economy by internal production and expor fpgssibene or
logically connected to International Logistics Centers.

During the survey, the Ministry of EcondcCenersfppi nt e
Western NIS and Caucasuso0 o(rl LEUr ogpred CaTurcaanssugso rAs i G
This project is funded by the European Union, and in opinion of expert a major important framework

in which the Free Economic Zone Armenia should be part of. Two locations in Armenia are taken in

study for identification of potential ILC: Yerevan-Airport and Apaven CT. Apaven CT and not
Yerevan-Airport is ranked as one of the six potential priority ICL sites and is scheduled for
furthermore feasibility-study. Both locations with their specific activities are of great importance for

export and import of goods in Armenia.

As mentioned before a FEZ or SEZ in term of liberal rules and terms is not restricted to one location.
It is important to concentrate economic clusters and connect them to logistic centers. Without
making a strict separation one can say: the Airport suits for high valuable goods (software, gems
etc.), fresh food (niches) and less-volume/weight goods and products, trade and high tech
manufacturing etc. and Apaven CT is more suitable for food-commodities (bulk) and high-volume
and heavy weight goods and products and industrial and processing manufacturing. It is for both
centers important to be connected to the international network.

The container terminal Apaven CT is located at 6 km from the Airport and is relative close to the
main road and connected by railway, which leads to the TRACECA railway line. It is important to
connect Airport and Container Terminal in future plans with fast road and rail and an opportunity
hem to link them to the international network ILC/TRACECA.

The twin offers a promising region for the FEZ or SEZ development in relation to the EU-program
ILC and TRACECA . Such approach put Armenia much hi-gher
project.

The expert suggests investigating the possibilities to make a combination (figure 3) of Yerevan-
Airport and Apaven CT in short time, such in relation to ICL TRACERA and in terms of Free
Economic Zone. Introduce the TWIN-model into the EU-project and makes it part of policy.
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High valuable and less
volume products

Fresh food (niches)
High-tech manufactures
Software producing etc.

Heavy weight and
volume Products.
Industrial processing
manufactures
Food-Commodities
Cooled fruit transport by
train and truck

TWIN MODEL ILC << >> TRACECA

Picture 3

SWOT analysis.
A few remarks of the expert to the SWOT analyze.

1.

The strength to go to the international market is not proven in figures of production and
market performances (critical mass) so far. It seems to be hard to get reliable data. A group
of students of university make a survey and are collecting data.

Speaking of human capital and entrepreneurship, one should realize it will take effort to get
farmers and growers to co-operate. One of the key success factors is the co-operations
between local farmers in order to strengthen the strong points and to diminish the weak
points to make the jump forward: specialize, mechanize, improve the quality and enlarge the
number of available product to go o market. It matters to join the believers and stay a way of
the disbelievers.

Production, or better, supply agriculture products around the year (for example, greenhouses
and conditioned storage) or enlarging the period to go to market for season products is
necessary for entering the international market in the future. Collection and store stations on
level of Community or Marz, close to production area, are one of the answers to this.

Opportunities and Objectives.
As a result of the SWOTH analysis more detailed opportunities (ambitions) and objectives are
refined as follows:

1)

2)

3)
4)

5)

Armenian economy will increase by (international) competitiveness of agri-business,
conditioned by higher quality to international standards, larger scale and/or co-operation,
specialization in the production of agricultural products and export.

The Free Economic Zones at Armenia International Airport (air transport) and presumably
Apaven CT (truck and train transport) will function as driving forces for enabling business
and export, for fresh agricultural food-products, but also for other Armenian products, for
example gems. The FEZ is potentially an International Logistics Centre (ILC) between north,
east, south and west of Armenia, meeting international standards.

Free Economi c Z enmcleseédgedgraphit axeasvase ampfopriate to the purpose
of establishing existing and new enterprises with help of the FEZ- settlements

Apaven CT could be also declared as FEZ as well. The combination with the Airport offers
opportunities for a higher rank of Armenia in the schedule of the EU-project, ILC/TRACECA.

Create the infrastructure for the development of a comprehensive economic agribusiness
cluster called Armenia Greenport Concept as a spearhead in RA Government policy and
programs for the next coming years. The Armenian Greenport Concept, will substantially
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contribute to BNP, increase awareness of business, employment, knowledge and turn idle
agriculture land into production area.

6) Branding Armenian agricultural products and make them international recognizable. This
must be developed as an impartial and neutral product label representing quality, food
security, traceability etc. System, rules and entity must be subject of Government in the first
place. The similar thing has to be done for the label organic agricultural products. In addition
i s mentioned the requirement of r et pait bf foodr g ani
security and traceability of products. This should be a part of the information chain. These
subjects are part of a necessary program for a sustainability value chain. Connection to
international labels and requirements has already considered and started, and will be
worked out, further in the project.

7) Bringing farmers and growers in a better production and sales position by organize them in
farmer organizations at the level of communities and/or product group. Start on low level and
organize promising pilots. Farmers together makes them stronger, by mutual facilities and
services as quality standards and inspection, packing and storage building, agricultural
machinery, purchase of fertilizer and packing boxes, labor, finance & leasing, training,
research & consulting, public relations etcetera. Finally, but certainly not least, the setup of a
common sales & marketing department, which negotiate prices and purchase supply-goods
and services, including the development of a fair price mechanism. Initiatives in different
other branches has already been taken by the Federation of Agriculture Associations of
Armenia (FAA). The federation could be of good help, because they understand the
language of farmers, through the program: Farmers Organizations Support Program in
Armenia (FOSPA). They participate in international organizations as FIPA and IFAP.

8) Development of Agro tourism in combination with the rich culture in Armenia, showed by
many points of interests in the country will explore a new market for visitors from abroad.
Examples are available in Italy and France.

9) Decentralization of small and medium enterprises (from Yerevan agglomeration to the
furthest rural areas), requires implementation of public sponsoring policy in this direction,
from Central to Marz and Local government and the other way round,

10) The Republic of Armenia has been a member of WTO since 5 February 2003. The develop-
program opens the possibilities in the direction of intrastate liberation trade expansion and
get access to international develops programs.

5. Stakeholders
The project Free Economic Zone and export fresh agricultural food-products are a complex and
extensive project containing many aspects. The project is subject to many participants co-operating
as a Private Public Partnership.
Stakeholders represent the complete value-chain and including additional business, mentioned as
follows:
1. Public Sector
a. Central Government
b. Local Government
2. Public-Private sector
a. Chamber of Commerce
b. Development agencies etc. (domestic and international)
c. Relevant public-private institutions and departments
3. Private Sector
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Growers-Farmers (individual and organizations)
Wholesalers
Export firms
Food process industry
Armenia International Airport
Apaven Container Terminal
Freight forwarders
Logistic companies
. Retail organizations
4. Additional suppliers
a. Consultancy
Accountants
Information Technology
Research, training and development
Suppliers of
i. young plants and seeds
ii. tools and machinery
iii. labor
iv. packaging
v. chemistry
vi. fertilizers
vii. advertisement and promotion firms
5. Financial sector
a. Development Institutes
b. Investors (domestic and foreign)
c. Banks (micro and macro credit)
d. Insurance companies
6. Scientific institutes
a. Universities (agriculture and economy faculties)
b. Planning agencies
C. Information and statistic

T Sa@ o o0 T

©cooo

6. Facts & Figures of production and export of fresh agricultural products.
Developments and investments as a result of the project Free Economic Zone in combination with
objectives as increasing production and export of fresh agriculture food-products should be based
and founded on information of the relevant aspects as quality demands, production, market,
distribution and competitiveness. One needs at least information such as:

1. Figures of production agriculture products

2. Market information

a. Domestic Market

b. Process Industry

c. Export Market
Structure of trade-system
Structure of logistic and value chain
Additional Suppliers
Infrastructure

o0k w
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7. Employment
8. Contribution to BNP

In the present stage possibilities are more assumed than founded by facts and statistic material. A
comprehensive, reliable and accessible system of the relevant information is not available, although
they could not hand over to the expert. Three students of Yerevan University are assisting to collect
data and compare and analyze them and put data into relevant information.
The results of the s t u d esurveydase added to this report.

7. Proposal of the Business Model.

Business model

gl i

Collecting-packing €
15C

storing

Proces
Industry

Local
Market

Export
Market

Netherlands senior e perts

Quality
Inspection

Clearing
inspection

J

/
K Export
Market

CO-OPERATIVE
GROWERS-FARMERS

COOLED TRANSPORT

REGIONAL
PACKINGSTATION

COOLED TRANSPORT

WHOLESALERS
EXPORTERS

COOLED TRANSPORT

FREE ECONOMIC ZONE
AIRPORT

Picture 4

The Proposed Business Model presents a comprehensive agri-business cluster (Value Chain).

The Model gives direction to and put focus on what the Free Economic Zone as a part of the whole

system, mentioned t he

AATr meni

an Greenport

Concept

can be empowered. The Business Model is developed and proposed in consideration of the current
situation of the agricultural structure in Armenia in combination and with input of usable aspects of

the Dutch auctions FloraHolland and Greenery.

The Business Model abstracted in the picture 4 presents the value chain from growers to export
costumers, in fact he economic cluster. The cluster is divided in three parts-branches of

participation:
1. Co-operatives of fresh agricultural products
2. Wholesalers Exporters
3. Free Economic Zone Airport.

Cooperatives of Growers and Farmers.

In the Armenia situation food-production is performed by many small individual farmers, with less
power and income. This situation causes a lack of growth, development and innovation, idle land
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and doesnot a t the successong.oSuah gsitudtienris a major threat for agriculture
economy and structure in Armenia.

Farmer Organization-unit

‘ Executieve Committee

Audit Commitee

Collection Station
Management
Finance ‘ ‘ Researche
Administration Training
Logistics Quality Packaging Sales
Inspection Storage Marketing
Cooled Sorting Postharvesting Transactions
Transpoert Quality control Packaging Wholesalers
Machinery Statistics Conditioned Proces industry
Labour Feedback storage Export
Fertilzer Deleveries
Netherlands senior e perts 11

Picture 5
The first aim is to bring farmers in a better production and sales position by organize them in
commercial farmers cooperatives (units) on the level of community and or group of products. Start
on a base level, with a few pilots, which can be benchmarked. Picture 4 shows the model of such
unit.
Farmers together makes them stronger, by mutual facilities and services as quality standards and
inspection, packing and storage building, agricultural machinery, purchase of fertilizer, chemicals
and packing boxes, labor, finance & leasing, training, research & consulting, public relations
etcetera.
Finally, but certainly not least important is the setup of a common sales & marketing department
(Sales Office), which, on behalf of the members of the cooperative, negotiates prices of the products
with the buyers (transactions) and purchases supply-goods and services. A fair price mechanism
should be developed. Research and training for farmers is provided. Billing, cashing and payment to
the farmer is also a department.
Initiatives in different other branches has already been taken by the Federation of Agriculture
Associations of Armenia (FAA).
The federation could be of good help, because they understand the language of farmers, through
the program: Farmers Organizations Support Program in Armenia (FOSPA). They participate also in
international organizations as FIPA and IFAP.
Picture 6 shows the structure of this federation and the group of member in the food sector can form
a section.
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ORGANIZATIONAL STRUCTURE
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Picture 6

Another initiative to bring farmers in better sales and income position is to build modest collection
and cold storage stations (Collecting Stations) close to the production area. Important for two
reasons. The first is in terms of quality improvement in post-harvesting. Products are to be collected
(< 1 hour) in cold area, sorted, packed and stored and stocked at lower temperature, and in proper
conditions on behalf to remain in good quality and value. The second is: this approach provides a
longer period, estimated 3 months (1 month harvest + 2 months stock), of selling, which guarantees
a better price in average during the longer time.

Rural open air markets in and around Yerevan

The organization model shows in picture 5 provides the cooperative services in a balanced way the
complete market: process industry, domestic market, wholesalers and direct export.

It is inevitable in this model a proper and reliable quality system for types of product is necessary.
The seller declares the quality and the buyer has to trust that he get the quality he bought. So
quality inspection is part of the post-harvesting process.

Wholesalers-Exporters.
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Currently in Armenia chain functions as farmer, trader, and exporter are not that separated as in
more full-grown economies. Wholesalers-Exporters are at this moment not seen as a mature
profession and they are not recognized as a group. Professional export needs professional and
specialized wholesalers-exporters. In the long run one can think of the transformation of the open
field market and the primitive sales-market in Yerevan into a professional integrated wholesale
market according to higher quality and hygienic standards.

Freight forwarders and logistic companies should be established near or at the logistic-centers. This
aspect needs more survey.

Free Economic Zone Airport.

As mentioned in chapter 4, the FEZ consists of two parts. The first one is the set of liberal
regulations-settlements (software of FEZ) that has to be worked out under responsibility of AR
Government. The second one is the enclosed geographical area, premises and establishments
(hardware of FEZ) base on private enterprise. The regulations-settlements of FEZ can also be
employed to other places as mentioned before. Nevertheless airfreight opens a new gate for export
of fresh agricultural food-products (niches) and other suitable goods.

FEZ6 appear in more than one way. Lots of examples are available (see Wikipedia). The making of
the Asoftwared can start t ongthen autvby dpecialized tohsultangs
and lawyers. Question is the estimation of amount of export for the different products and in addition
to that the long term Master Plan. Another thing is the relation to the EU-project ICL TRACECA. As
mentioned before Yerevan Airport and APAVEN TC plays specific roles in export to specific type of
goods. Both locations are meaning full and complementary for export of agricultural products as
whole.

Business model Future

CO-OPERATIVE
m GROWERS-FARMERS
1 [ |

COOLED TRANSPORT

Collecting&packing € Quality REGIONAL
15C Inspection
M PACKINGSTATION
Sales
& COOLED TRANSPORT
Proces
Industy
Clearing WHOLESALERS
Inspection EXPORTERS
Local
Market -
— COOLED TRANSPORT

EXPORTCENTRE
FREE ECONOMIC ZONE
AIRPORT

Export
Market Export
Market

Netherlands senior e perts

Picture 7
Question is how to start at the airport. In opinion of export the project at the airport can start with a
modest facility that fits for export of fresh products in combination with the facilities for other product,
which comes also in the regime of FEZ. The building is planned next to the existing Cargo hall. The
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design needs some improvements perhaps. The investments should fit in the Master Plan of the
airport and there are even possibilities of extension.

The expert recommends starting as mentioned. In his the view such a facility is an essential part of
airport and is owned and managed by the airport.
Airport, RA government EBDR should make a financial agreement at the start.

In the Business Model Future, picture 7, shows the FEZ as model for the future. This model comes
to the broader interpretation of Free Trade and Industrial Zone. In case of the airport for high
valuable goods (software, gems etc.), fresh food (niches) and less-volume/weight goods and
products, trade and high tech manufacturing (Smart Village).

In the TWIN-model mentioned earlier the FEZ Airport can grows in their specific range of activities
and products. Apaven TC has the possibilities to grow in their specific range. Both covering the
whole of the Armenia International Logistic Center (AILC) connected to the EU-project.

8. Armenia Greenport Concept
It is clear that the reconstruction and development of the agricultural Food-sector in combination
with the creation of infrastructure for Free Economical Zones will be established in longer period and
should be integrated in long-term programs of Government and Private sector and executed in
achievable step by step plans and projects. In such processes it is necessary to keep focus on
progress and result.
To express and to emphasize the importance of policy and the program of AR Government and
local Government, the expert suggests creating the Armenia Greenport Concept (AGC) as Public
Private Partnership (PPP). The AGC is the umbrella for the several projects and will lead to
understanding, commitment and involvement of stakeholders.
Suggestion for Participants.

1. Ministries of Economy and Agriculture
Local Government of agriculture production area
Chamber of Commerce
International Airport and Apaven TC authorities
Federation of Agriculture Associations FAA.
Agro Culture Bank Armenia ACBA
Armenia Development Agency ADA
The part|C|pants and members of the Armenia Greenport will have meeting every month. The
agenda contains tuning of progress of projects, new ideas, new appointments about necessary
sources for continuing and introduction of additional plans.

Nogakown

9. Critical Success Factors

Progress and success of the project depends on certain conditions, the so called Critical Success
Factors.

1. The project needs strict co-operation, commitment and involvement of all stakeholders in an
equal Public and Private Partnership.

2. The project is supported on the highest level; therefore an advisory committee with Minister
as chairman will be established.

3. Armenia Greenport Concept
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© NGO

9.

Business Plans should be SMART (strategic, measurable, achievable, realistic and time-
framed).

Start partial projects at the basis.

Disbelievers should be locked out.

Show endurance and stability in plans and effort

The project is to be executed with professional Program Management guided by a
professional and competent Project Leader.

Use modern methods of planning and control.

10. Partial project plans are budgeted.
11. Show successes in short time by catching the low hanging fruit.

One should realize i o p p o r tandrstrutturesfso |l | ows businessodo and not

10. Recommendations.
The recommendations are in fact the action plan for next period.

General.

1.

2.

3.
4.

Application of a proposal of Armenia Development Agency, for professional program-
management, during next coming years based on the program advised in this report, via Mr.
Robert Harutsyunyan, General Director of ADA.

Application for continuation of Pum-assistance, via Mr. Grigor Ghazaryan, Representative
Pum Netherlands senior experts in Armenia.

Assignment to ADA for program-management and appointing the project-manager.

Clear the understanding of the situation and the goals in order to have a fruitful co-operation
in further development. To start with the organization of two well prepared brainstorms on
high level of participation, which ends in the officially signing of a Memorandum of
Understanding Armenia Greenport Concept by the PPP?

Prepare the project for a Master Plan of comprehensive Business Plan(s) ultimo 2009 for
application in Armenia Republic Policy Plans and to EBRD.

Farmers Cooperatives.

1.

Application of a proposal for pilot farmers- cooperative according to the Business Model by
Center for Agribusiness and Rural Development (CARD) in corporation with the Federation
of Farmers Associations (FAA)

Continue the assistance of students to collect the data and the relevant information. Design
and implement a proper data-information system for future use as part of Armenia Greenport
Concept.

Selection of three promising Farmers Cooperatives as pilot, with two products apricots and
peaches in suitable area.

Establish the Farmers Cooperatives as formal entities and organizations.

Prepare the management, cooperation-rules and the Sales and Marketing Department
(sales-office). Prepare a functional-design for selling price-system billing, cashing, and
payment to farmers and statistics.

Prepare a transparent sorting and quality-system of products as a reliable standard to be
extended in future for other products.
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7 Survey for location pre-conditions, decision for suitable location, designing/engineering of
the cold collection-storage station and lay-out infrastructure. Plan for investment and finance.
Finally the construction of the building and lay-out infrastructure and installments.

8 Program for export, micro-credit, production and post-harvest improvement, logistics,
training etc.

Wholesale.
1. Furthermore survey of the current trade-chain.
2. Feasibility-study integrated Wholesale Market.

Free Economic Zone.

3. Furthermore survey in the framework of the EU-pr oj ect Al nternational L
Western NI'S and Caucasuso (1Lc) and ATransp
(TRACECA) in order to put the combination (TWIN Model ILC) higher on the EU-list to
enable external funds or domestic infrastructure, connected to the international network.

4. Split up the FEZ in 1) the set of liberal rules, for clearance for import and export and tax
facilities (software) and 2) the physical boundary, infrastructure, premises like buildings etc.
(hardware).

5. The appoint by Government responsibility of a committee of specialists, lawyers, Airport,

Container Terminal and start the project to design the general rules for FEZ, suitable to more

than area. The delivery of his project i s: NRnSettlements and Regul a
Zone i n /By specialiagréement these Settlements are connected to the physical

boundary of the FEZ, to start with the airport.

6. The concessioner of the International Airport Armenia, in corporation with Armenian Develop
Agency, is to make a proposal for the Business Plan and design of the physical FEZ at the
airport, according to earlier intension and ideas, based on this report. This plan includes the
obligations of the airport in terms of time-schedule, operational aspects and proposals for
entity, shareholder ship, finance, co-investors, marketing and promotion for increasing export
etc. AR Government takes the plan seriously into its policy-program and application EBRD,
which finally results in a Special Agreement FEZ International Airport Armenia

7. Based on the agreement the airport starts a project and the construction for design,
engineering construct the premises and implantation the services at.

11. Conclusions.

Agriculture is important for economy in Armenia, but is relative poor because of the lack of
infrastructure and farming conditions. In the aim of creating a sustainable and more efficient
agriculture, farmers should be brought in a better income situation and selling-market position.

Armenia is a land-locked country, surrounded by four countries, Azerbaijan, Georgia, Iran and

Turkey. The borders with Azerbaijan and Turkey are closed. The new Zvartnots International

Airport Armenia offers the opportunity to extend export by airfreight for promising products of

Armenia and will increase the domestic production and quality of these products. Especially the

export of fresh agricultural food-products enables the aim of improvements.

The Free Economic Zone is vehicle to increase productivity, export of Armenia products and
employment. The FEZ consists two parts:

Settlements and Regulations for FreeffwaEgmiio fZo
Physical boundary, infrastructure, premises like buildingsetc . , cal |l ed t he Ahar dwé
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The first on can be used for more locations. The second one is a specified for business
development. In Armenia are two potential logistic a r e wtdch enable Free Economic Zone:

1. International Airport Armenia and,

2. Apaven CT, Customs and Container Terminal at Yerevan.
I n future together those | ocations can be combi
FEZO. I n this visi onbringho the &diprojectaitlincarermads i 6 oal
Centers for Western NI S and Caucasuso (I LC) and ATransport
(TRACECA) in order to get Armenia higher of the list of International Logistics Centers in
Caucasus area.
International Airport of Armenia in corporation with ADA should make the business Plan for the
FEZ at the airport.

Agriculture, especially production and sale of fresh products needs improvement urgently.
Therefore the Mrmenia Greenport Conceptd i s i nt r o d uforeedof Pulalic, Rrivatek i n g
Participation as the umbrella for comprehensive projects. The proposed business Model
provides the frame-work for those projects. The first objective is a pilot of a unit of threef ar mer 6 s
cooperatives, and the set-up of the organization with Sales & Marking Office and a collecting-

storage facility. A system for quality qualifications is needed. The unit is servicing the domestic

market, process industry and export market. The project will be supported by training of farmers

and the management of the Collecting Station. Whether foreign demand or not, this
infrastructure is the start and absolutely necessary for future agriculture of Armenia. FAA in
corporation with ADA should make the Business Plan for the pilot.

A reliable system of information is not available. Students provide a brief survey for this report.
In future a proper system has to be set-up in order to have insight information of the value chain.
This is also advisable for other business areas.

The project Free Economic Zone and export fresh agricultural food-products is a complex and
extensive project containing many aspects. Chapt er fARecommendati onsodo co
for the next steps.

The program is not without obligations if it will be successful in the end. The several Critical
Success Factors are carefully to be watched. The program has to be managed and controlled in
a professional way. The Government is suggested ADA to manage the program, conducted by a
competent and authorized project-manager.

Finally.

Keep ambitions achievable

Practice the KISS-principal: Keep it Stupid and Simple, and
If possible believers only.
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Appendix 1
Fact & Figures Value Chain Agricultural Food-sector

The purpose of this report is to support the procedure of creating a free economic zone in
i Zv ar tamport of ®Republic of Armenia by providing information about the production data,
prices, exports and imports and consumption of the following fruits, vegetables and commodities:
apricots, peaches, grapes, apples, sweet cherries, strawberries, tomatoes, cucumbers, lettuce,
haricots and potatoes. The reason for including only these products is the relatively large volume of
their production in Armenia and the high potential to be consumed abroad. For gathering the
information different sources were used, and the most appropriate data were taken.

In order to get an idea of the products included in the project, we first gathered information about
the production data.
Table 1 shows the amount of cultivated hectares and harvest of certain fruits, vegetables and
commodities in 2008 measured in tonds. From t
and apricots are cultivated and harvested the most. The table also provides information for table
grapes, which make only the small part of total grapes cultivated and harvested. The reason for this
separation is that grapes considered for processing are much harder and more expensive to export
than the spirit made from it. And because the project in the first place focuses only on fresh
products, separate information is also given for table grapes. After potatoes being number one in
production apricots and grapes foll ows, and
cherries, strawberries and haricots have a very small share in the agricultural production of the
country. All the numbers were estimated by summing the amount of cultivated areas and harvests
for each product in the regions that are engaged in growing the certain product.

he d

peach

Table 1: Production Data of Agricultural Products

After finding out how much harvest Armenia gets from the Cultivated | Harvest,
cultivated areas, we tried to figure out how the prices of these Products hectares, | 1000 kg,
. ha tono
products move throughout the year. For this purpose we _
examined the wholesale prices of the products in Malatia Fruits
market, which is considered one of the main ones in Yerevan. Apricot 10.559 232.019
We compared the prices in Malatia market with prices in other Peach 5.604 113.427
markets and it turned out that there is no significant difference Grape 16.796 185.831
among them. N _ Grape (Table) |  4.483 87.337
The table below presents the minimum, maximum and
: . . . Apple 9.157 122.888
average prices of the products included in the project from
December 15, 2008 to September 28, 2009. When examining | _SWeet Cherry 804
the data, it turned out that there are great fluctuations in prices | Strawberry 40
of all the products throughout the year. These fluctuations can | Vegetables
be explained in several ways. Tomato 6.257 293.784
One of the main reasons is the high seasonality of the | - .umber 2339 81.819
products and the unequal distribution of supply in the market. Greens
For ex: all the fruits are highly seasonal and therefore their -
. . L Haricot 520
prices pump up in the beginning of the harvest season, when —
the market is supplied only from several farmers, and after the | Commodities
season is ended, when the supply decreases sharply Potato 34.298 648.562
comparing with the demand. Another reason is that some of the products (e.g.: tomatoes,
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cucumbers and greens) are grown even after the season is ended. As they are grown in
warehouses and in much smaller quantities, the prices increase enormous.

The prices for products also increase during the big holidays like New Year, Eastern, etc.
Table 2: Prices of Agricultural Products

Agricultural fresh products are considered to be Prices (15.12.08-28.09.09) AMD per
seasonal everywhere in the world. Some countries . . kg
try to avoid this seasonality by growing in Fruits Min Average Max
warehouses or using freezing methods. Apricot 60 680 1300
In fact no matter what is done, the supply Peach 100 225 550
changes rapidly after the season is ended and the | Grape (White) | 170 585 1000
prices jump up. When doing a market research this | grape (Black) | 170 585 1000
fact plays an important ro!e. It is also important to Apple 100 975 250
know when exactly the prices change and by how
much. Sweet Cherry 150 575 1000
That is why, while examining the prices, we also | Strawbery | 200 700 1200
recorded the periods when prices reach their | Vegetables
highest and lowest points. Table 3 shows when Tomato 70 535 1000
maximum and minimum prices were recorded for Cucumber 50 575 1100
each of the agricultural products. Lettuce % 240 390
I.n the beginning of the report the .data on Haricot 100 - 1400
cultivated hectares and the harvest obtained was —
analyzed. When saying that the certain amount of Commodities
the agricultural product was harvested, it is Potato 40 95 150

important to know how much of it is used domestically and how much is exported. Domestically
consumed products in their turn can be classified into two groups: direct consumption and
processing.

Table 4 provides information on domestic consumption, exports and imports of the agricultural
products included in the project. From the table we see that entire harvest of potato and almost all
the grape is consumed domestically. Unfortunately there was no information provided about how
much of the other goods are directly consumed and how much is processed in the domestic market.
One of the reasons is that many individual farmers process their agricultural products inside their
farms and consume it without any reporting. However analyzing the market in Armenia, we can say
that mainly apricot, grape, tomato and cucumber are being processed. The remaining quantity of the
products mentioned above together with other products included in the table are consumed fresh in
the domestic domestically or exported.

Product Cultivated Harvest,A maDrﬁg;?Etilrcect D&g}iztt"c Export, A Export,% Import A
hectares, ha tonbds C . . tonb of prod. tono
onsumption Processing
Fruits
Apricot 10.559 232.019 N/A N/A 5.28 2,2 0,6
Peach 5.604 113.427 N/A N/A 271 0,2 18
Grape 4.483 87.337 43.069 41.922 2.346 2,6 2
Apple 9.157 122.888 N/A N/A 34 0,02 84
Cherry 804 6.844 N/A N/A 200 2,9 0
Strawberry 40 N/A N/A N/A 0 0 0
Vegetables
Tomato 6.257 293.784 N/A N/A 7 0,002 94
Cucumber 2.339 81.819 N/A N/A 7 0,09 161
Lettuce 0 0 0
Haricot 520 520 0 0 0 N/A
Commaodities
Potato 34.298 648.562 583.516 0 483 0,07 4.268
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From the figures it is obvious that apricots and grapes are exported the most. However the
amount of exported grapes is only 2% of the total production.

One reason is the presence of several brandy and wine factories in the country. Another reason
can be the fact that Armenia also exports spirit made from grape. Besides these two products
Armenia also exports very small amount of peaches, cherries, potatoes, tomatoes and cucumbers.
However these numbers are so small that do not play a significant role. The table also shows what
percentage of total production the exports for each product is part of.

When making a decision it is also important to take into consideration the data on imports. From
the table it becomes clear that Armenia imports mostly tomatoes, cucumbers and potatoes, but only
in rather small numbers in relation to domestic production. Because of the lack of reliable
registration and negation of official rules for administration of export products the reliability of figures
is low, although the most reliable sources are used.

The other task we were assigned was to find out the value chain of the products mentioned
above. The situation in Armenia is so that the farmers sell their products themselves in large
markets. So there is no wholesaler, who buys these products from the farmers, adds value to the
products and sells them to the final customer. That is why while considering the value chain we
have the farmers as the only value adder. It took a lot of time to gather this information, because for
this purpose we had to interview the farmers. However we found the alternative way and found a
farm loan providing company, which provided us with very useful information. The table below
shows the most frequent wholesale price (per kg), production costs (per kg) of the commodity and

the average gross income of the farmer. All the numbers are expressed in AMD.
Table 5: Value Chain

The most
frequent Production Farmer Income
wholesale costs (kg) (kg)
price (kg)
Fruits
Apricot 100 30 70
Peach 150 55 95
Grape (White) 135 75 60
Grape (Black) 135 75 60
Apple 110 40 70
Sweet Cherry 150 60 90
Strawberry N/A N/A N/A
Vegetables
Tomato 50 30 20
Cucumber 70 30 40
Lettuce 120 45 75
Haricot 150 70 80
Commodities
Potato 80 45 35
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Appendix 2

Auction rules in Dutch Auctions

3.1

GENERAL REGULATIONS OF CLOCK SALE

Article 3:1 Supply regulation, dumping

1.

In order to bring about a balanced offer of products in the business locations of FloraHolland,
the Executive Committee of FloraHolland is empowered to frame rules concerning supply for the
clock of products, with regard to those business locations, matters for optimisation of
management and/or taking care of the interests of the suppliers of FloraHolland in general.
Changes in supply patterns of different business locations can only take place in consultation
with those business locations. If this does not happen and/or if it is dealt with contrary to the
agreements made for that purpose, the Executive Committee is authorised to take action for
sanctioning i as an extreme measure i a ban on sales through the clock for that business
location

The Executive Committee of FloraHolland is empowered to frame rules to prevent disturbance of
the market (for a stated business location) by suppliers, for example, through the supply of a
certain product in large quantities at a time (dumping).

Article 3:2 Supply

1.

Products may be offered for sale at FloraHolland by its members and i in the event that the
Executive Committee thinks it fit to allow it in certain special cases i by growers of products who
are not members of FloraHolland. The Executive Committee may also decide to allow traders to
have their products auctioned at FloraHolland on the understanding that the Executive
Committee would be within its rights to determine that the products supplied by the traders are
to be auctioned after auctioning those offered for sale by the suppliers referred to in the previous
clause. The Executive Committee, if desired, can grant the permission mentioned in the
previous clause for a definite period of time, or else attach further conditions to it.

Imported products may only be offered for sale at FloraHolland if the Executive Committee
issues prior written permission to the effect.

Suppliers are subject to all rules made known to them by FloraHolland and/or an authorised third
party (including the law-giver and trade organisations), concerning the sale of products i
including, in each case, rules and conditions concerning the supply and supply times, quality
requirements, sorting and packing, minimum prices and levies.

The Executive Committee reserves the right to ban the supply of painted and/or otherwise
treated ornamental plant cultivation products, as well as treatment by itself, at the auction site.
Any ban thus imposed also applies to the supply of spin-offs and by-products.

Sale by auction of animal-based ornamental plant cultivation products, with the intention of
adding (more) value to the product, is also banned.

Article 3:3 Self-declaration

Inspection must be carried out in accordance with the instructions issued by the Executive
Committee and the supplier must note his assessment on the delivery slip. At the same time the
Executive Committee can make the self-declaration mentioned in the previous clause mandatory. If
the supplier does not carry on trade in accordance with the conditions attached to the self-
declaration, the Executive Committee or its authorised representative can impose an administrative
levy on the supplier concerned, and even withdraw permission. Also, articles 3:12 and 3:13 would
apply to the supplier in the case of self-declaration.

Article 3:4 Selling instructions
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1. The supplier instructs FloraHolland by submitting with his products an accompanying delivery
note furnished to Flower Auction Holland, to sell the products for him in the established manner
or in a manner that, in the opinion of FloraHolland, is most appropriate.

2. This instruction to sell, as mentioned in the paragraph immediately preceding, and the products
may only be withdrawn if withdrawal is authorised by the Executive Committee or its authorised
deputy.

3. The instruction mentioned in paragraph 1 is carried out, unless otherwise explicitly agreed to,
on the following auction day. If the products cannot be auctioned on the following auction day
for reasons attributable to the supplier and there is nothing else agreed upon otherwise, the
products would be kept at the auction site on account and risk of the supplier, without prejudice
to the provision in Article 3:6.

Article 3:5

The supplier is obliged to ensure that his products and the accompanying information are delivered
to FloraHolland at the time specified by the Executive Committee. If the supplier fails to deliver his
products on time, the products in question may not be auctioned or may be auctioned only at a time
specified by the Executive Committee as it thinks fit. Suppliers are obliged to deliver products to be
auctioned in the manner and at the place prescribed by the Executive Committee. Delivery vehicles
are to be removed from the auction complex as soon as the delivery is completed and suppliers
must, otherwise, follow all the instructions issued by the authorised officials of FloraHolland.

Article 3:6

1. The supplier must supply products conforming with the relevant rules as mentioned in Article 3:2
Paragraph 3, which makes it explicit that a complete and correctly filled-in delivery note should
be enclosed with the products.

2. The product code specific to the product supplied should mandatorily be filled in on the delivery
note.

3. FloraHolland will inspect the delivery notes mentioned above at random with a view to
assessing accuracy and completeness. If and insofar as during checking it is found that the
supply data is entirely or partly incorrect or missing, or that the products are otherwise supplied
contrary to the rules applicable, FloraHolland is authorised to correct or to fill up the data on
account and risk of the supplier, without prejudice to the rights on the products. Likewise on
account and risk of the supplier, FloraHolland may decide not to auction, or to auction at another
point in time, and/or to impose an administrative levy. The matters are considered as
FloraHolland might best judge, without prejudice to the provision in article 3:13. If the products
are not auctioned, or auctioned at another point in time, FloraHolland shall subsequently inform
the supplier about it.

4. If FloraHolland decides, contrary to the delivery specifications, neither to auction the products
supplied nor to destroy, as conforming to the provision in article 3:13, it gives the concerned
supplier the opportunity to remedy the defect, or otherwise to remove the products at his own
cost from the auction site. If the supplier fails to follow what is mentioned in the previous clause,
then FloraHolland is authorised to destroy the products at the cost of the supplier.

5. In the event that the delivery note is missing, FloraHolland is entitled to collect the proceeds
from the sale of the products unless the supplier is able to provide convincing proof that he is
the owner of the products in question.

Article 3:7
The supplier is responsible for sending correctly and completely filled-in Electronic Delivery notes to
FloraHolland.
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Article 3:8

Buyers and suppliers cannot derive any rights from the data of the expected offer included in the
Offer Information System (AIS) unless it is a question of intentional or gross negligence on the part
of the supplier or of FloraHolland.

Article 3:9 Auction for supply number not furnished to the supplier

Except with the permission of the Executive Committee, it is forbidden to supply products with a
number that was given to someone other than the supplier or which was not furnished originally for
the supply of these products.

Article 3:10 Liability

1. FloraHolland can only be called to account for losses incurred as a result of loss of or damage to
products that have been delivered, provided the products in question were delivered at the
appointed place in accordance with the delivery instructions established by or on behalf of
FloraHolland and provided the products in question were scanned in as products having been
delivered, and the losses in question were incurred due to actions or omissions by or on behalf
of FloraHolland , as a result of which the products in question were not treated with due care
and attention and provided that the alleged losses are confirmed by persons appointed by
FloraHolland to do so.

2. FloraHolland is not liable for any damage to products kept in its cold storage units or other
conditioned units in the event that the damage in question is caused by the fact that the
conditioning mechanism is not functioning (as it should), unless the conditioning mechanism
does not function as it should due to actions or omissions as mentioned in paragraph 1.

3. FloraHolland is authorised to keep outside the cold storages products that cannot be placed
inside the refrigerators due to a shortage of refrigerators.

4. If FloraHolland is responsible in the cases mentioned in the paragraphs 1 and 2 for damage
arising to products, then the liability will not extend beyond compensation equal the average
auction value of damaged or lost products of comparable quality on the preceding auction day
or, in case it is known, the auction value of the damaged or lost products.

Article 3:11

In the event that FloraHolland is obliged to compensate a buyer because of actions, negligence or
other circumstances for which the supplier is to blame due to the fact that the actions, negligence or
other circumstances in question did not comply with the regulations or caused the buyer to sustain a
loss for some other reason, FloraHolland is entitled to recover the sum in question from the supplier
at fault, so as not to prejudice the provisions referred to in article 2.2 paragraph 1

Article 3:12 Inspection

1. Ornamental plant cultivation products supplied for auction will be inspected at random before
being presented for sale. All remaining products supplied for auction and/or
(ornamental)materials are not checked.

2. Inspection will be carried out by an inspector appointed by the Executive Committee, who will
(instruct someone to) note his assessment on the delivery slip or enter his assessment in the
designated system.

3. If the supplier does not agree with the decision of the inspector, he has the right to lodge a
compl aint with the inspectordés superiors i
i nspector, and even if the superior doesnot
the complaints committee as mentioned in the complaints regulations.
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4. The fact that a product has been inspected and approved as described above does not in any
way absolve the supplier of the ultimate responsibility for the product in question.

Article 3:13

1. The Executive Committee or its authorised deputy is entitled not to auction products submitted
for auction if prior to auctioning the products in question are found not to comply with the
minimum quality requirements or not to have been delivered in accordance with the loading
regulations and 7 to the extent that the Executive Committee or its authorised deputy feels i
there exists ample reason to have the products in question destroyed. The cost of destroying the
products may be charged to the supplier(s).

2. Inthe event a lot supplied for auction is not homogeneous in terms of quality and/or packaging
and/or other properties, the auctioneer is entitled to auction the lot under the qualification
assigned by the inspector.

Article 3:14 Value adjustment of products

Value adjustment of products is understood to mean that a buyer purchases part of a lot before the
lot in question is auctioned. The buyer is subsequently charged the highest price obtained for the
other parts of the same lot via the auction clock plus 10%. This value adjustment of products may
only be effected if the conditions drawn up by the Executive Committee permit buyers to do so and
is based on the expense allowance fixed by FloraHolland. However, a lot may never be subjected to
value adjustment of more than 30%.

Article 3:15 Starting time of auction
The Executive Committee determines the times at which the auctions are due to commence.
Adequate notification is given of the commencing times.

Article 3:16 Auction

At the auction, FloraHolland acts as seller for its members and other suppliers, subject to the
condition that this is done in the name and on account and risk of the supplier of the products.
During auctioning and in connection with all matters related to the auctioning, FloraHolland is
represented by the Executive Committee or its authorised deputy.

Article 3:17 Auctioning sequence / auctioning method

1. The Executive Committee fixes, by observing the auctioning scheme established by the
Government, in which sequence the supplied products will be auctioned within a determined
product group, or else by whom and in what manner this sequence will be determined.

2. The products supplied will be auctioned in accordance with the method of auctioning determined
and announced by or on behalf of the Executive Committee.

Article 3:18 Dutch auction amount and transaction amount

1. During auctioning the price is lowered in stages i by what amount is announced by the
auctioneer 7 until a buyer is found.

2. The auctioneer is authorised to announce in advance the minimum quantity of a product offered
that must be purchased and the maximum quantity of a product that may be purchased.

Article 3:19 Multi-transaction purchase

1. Depending on the quality and/or sorting of a product to be auctioned through the auction clock,
the auctioneer may announce in advance that the product in question is to be auctioned in
accordance with the multi-transaction purchase method.
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2. The multi-transaction purchase method mentioned in paragraph 1 means that in the event that
more than one buyer effects a purchase as described in article 3:21 paragraph 1, a purchase
will be allotted to those buyers who pressed on the product within the number of clock positions
announced by the auctioneer in advance.

Article 3:20 Packaging, packing

1. Products are auctioned per bunch, per part or on the basis of some other criteria. The Executive
Committee is entitled to issue regulations in this respect.

2. Inthe event that a product is submitted for auction in sealed packaging, each lot must include at
least one open package so that the product is clearly visible to the buyers in the form of a
sample.

Article 3:21 Purchase effect
1. A purchase is effected by an action on the part of the buyer either -
e in the auction room, or
e in another location with the help of a device approved by FloraHolland with an on-line
connection to the clock by which the buyer can bring about a purchase, the so-called remote
purchase, of the matters mentioned in the cases meant for this purpose by the appearance of
the number of the buyer concerned on the auction clock, by which action the buyer accepts
FloraHolland as seller.

2. In the event that as a result of a defect in the auction clock or the connected computer
equipment - including the computer equipment referred to in paragraph 1, second point - or as a
result of a misunderstanding or any other such situation, such as may prove to be necessary,
the auctioneer is entitled to determine that no purchase has taken place or is to take place. In
such a case, neither the supplier nor the buyer, nor FloraHolland are entitled to claim
compensation or indemnification.

3. During the auction, it is forbidden for a buyer to hold the purchase button pressed in, or else to
press it repeatedly in a manner that disturbs the auction proceeding. Any damage resulting from
an action contrary to this subclause, can be recovered from the offender.

Article 3:22 Mistake of buyer

A buyer is allowed to make a mistake, if in the opinion of the auctioneer, the mistake was due to a
disturbing influence. Yet a mistake may only be rectified while the lot which is the subject of the
error is still in the auction room and provided that it is possible to reauction. If for technical reasons it
is not possible to reauction, the mistake will not be rectified. The same buyer is not allowed to make
more than two mistakes during an auction. In this context the auctioneer is also free to interpret
fauctiond as a series of consecutive auctions. Th
repurchased by the same buyer unless the auctioneer determines otherwise on account of special
circumstances. Reauctioning is only permitted if the first transaction of the following lot has not yet
been established. The Executive Committee may decide to deviate from this ruling, possibly on the
basis of conditions drawn up by itself or by its authorised deputy. Where appropriate, the Executive
Committee or its authorised deputy is also entitled to rectify mistakes in some other manner.

Article 3:23 Mistake of auctioneer

In the case of an error on the part of the auctioneer, the lot in question will not be allotted, but
immediately reauctioned. The Executive Committee may decide to deviate from this ruling. Where
appropriate, the Executive Committee or its authorised deputy is also entitled to rectify mistakes in
some other manner.

Article 3:24 Sudden and dramatic drop in price
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In the event that there is a sudden fall in the price of a certain lot, the auctioneer is entitled to
reauction, as long as the auctioning of the following lot has not yet commenced. The suppliers will
be paid the price obtained by the reauction, unless the Executive Committee or its authorised
deputy considers an alternative course of action to be more appropriate.

Article 3:25 Withdrawal

1.

In the absence of a binding minimum price ruling that applies to FloraHolland, the Management
Committee is entitled to determine a minimum price for each product below which the product in
question will not be sold. Products that do not command the minimum price count as products
that have been withdrawn in the sense specified in these regulations.

In the event that products are withdrawn from the auction the Management Committee is
authorised to charge the supplier a withdrawal fee to be established by the Management
Committee. Only the Management Committee decides what must be done with unsold products
and the packing.

Article 3:26 Place of delivery, delivery/supply of products

1.

Unless otherwise agreed upon during the sale, the place at the auction site where the buyer
receives, or has to receive, the products is valid as the place of delivery and receipt. At the
same time it is understood that the buyer mentioned in the previous clause is the one who
receives the products on behalf of the buyer or the buyer himself.

The personnel employed by FloraHolland are authorised to ensure that buyers do not collect
products that they have not purchased on the basis of the so-called delivery slip.

Only personnel of the auction are authorised to distribute products to the buyers by transferring
the products from the stacking trolleys that are used at the auction to the stacking trolleys to be
provided by the buyers. If requested to, buyers must be able to present valid proof of their
identity when collecting products they have purchased.

If requested to, a buyer who intends to pay cash must be able to present an auction bill when
collecting products that have been purchased.

Buyers are not permitted to undertake to collect products they have purchased from the
distribution compartments themselves without the permission of a member of the auction
personnel who is authorised to issue such permission.

Article 3:27 Instant of delivery

1.

Products sold at auction that are present within the auction complex will be delivered to the
buyer by FloraHollandass oon as possi ble on the 6dayé of
of this article.

Products sold at auction that are not present within the auction complex will be delivered to the
buyer and must be collected by the buyer at the time and place specified at the time of sale.

The buyer is supposed to collect products purchased on the day they are delivered. If the buyer
fails to collect the product on the day of delivery FloraHolland is entitled to proceed to reauction
the products. Should FloraHolland proceed to reauction, the products in question will be
reauctioned at the buyerds expense.

Products are considered to be at the buyerbs
the products or from the time the buyer is supposed to have collected the products.

Within the context of this articl e, 6dayo6 i s
the commencement of the earliest auction clock to an hour after the end of distribution of the
product group in question in the distribution hall.

Article 3:28 Buyers

1.

Registered buyers are authorised only by FloraHolland for the starting of transactions through
the clock. Upon registering with FloraHolland buyers are obliged to present valid proof of their
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identity together with all permits and other documents required for the practice of their
profession. If the Executive Committee of FloraHolland deems that valid reasons exist, they can
deny registration of a (aspirant) buyer.

A buyer registered with FloraHolland may be permanently struck off the register or temporarily
struck off the register for a period of time to be determined by the Management Committee in the
event that the registered buyer proceeds to purchase products directly from members of
FloraHolland or from members of other VBN-affiliated Flower Auctions without the written
permission of the Management Committee and persists in doing so despite having been issued
with a written warning.

All buyers are obliged to remove their plates from their seat in the stands after auctioning.
Buying on the strength of a plate that has been issued to another buyer is not permitted, unless
the person in question is buying with the permission of the buyer to whom the plate was
originally issued. The buy egregistered s tiable fer alhpaoduets
purchased on the strength of the plate T also for any purchases made by unauthorised persons.
A deposit is to be paid for each debtor 6s
shall be determined by the Management and will be forfeited by the buyer in the event that the
plate in question is lost or missing or damaged.

Article 3:29 Cash buyers

After making their purchases cash buyers are
the cashier. Any plates not handed in will be charged for. If requested to by the cashier, a cash
buyer must be able to present valid proof of his identity. Article 3:30 paragraph 2 is applicable for
this as payment security.

Article 3:30 Account holders
Abuyeradmi t t ed as an fiaccount hol der 0, whose bank

1.

credit, or on whose behalf some other form of security has been provided, authorises
FloraHolland to arrange for the total amount owed to FloraHolland to be transferred from the
buyerdéds account to the account of FloraHoll
The security amount mentioned in the paragraph immediately preceding is determined by
FloraHolland and is related to the amount of transactions normally committed by the buyer-
account holder within a period determined by FloraHolland. FloraHolland reserves for itself the
right to alter the amount required as payment security, in case of changed volume of transaction,
default of payment and/or other reasons given.

Only an account holder can get a permanent buyer's number after fulfilling the requirements
specified for each buying location.Onl y an account hol der wil/|
number and in order to qualify the account holder must be able to show that he made purchases
on at least three days in a week. For making a purchase the account holder need not inform
FloraHolland. Regular buyers do not have to report to the cashier prior to purchasing and in the
case of the regular buyer/account holder the buyer 6 s pl at e i s t o
buyer/account holder.

Article 3:31 Rules for each business location

Stipulations differing from those mentioned in articles 3:28, 3:29 and 3:30 can be established for the
individual business locations, which will be explained by FloraHolland or the business location
concerned in more detail.

Article 3:32 Payment by the buyer

1.

All buyers will be issued auction bills for products purchased. The auction bill will list such items
as the service charge, the duty levied by the Horticultural Marketing Board (hereinafter to be
referred to as HMB), packaging costs, value added tax, etc.
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2. Before collecting the products that they have purchased, cash buyers must collect their auction
bill from the cashier of FloraHolland and pay the sum outstanding upon receipt of the bill, or in
any event at some time on the day of purchase. In the event that a cash buyer fails to comply
with this rule, the Executive Committee can refuse to issue the products purchased, in which

casethe products wil!/l be reauct i oFomiollaadis authodsedctaa s h b |

place supplementary requirements on cash buyers in each business location, under which
advance payment of an amount covering the purchase committed on that day is explicitly
mentioned.

3. FloraHoll and is authorised to i mmediately
account to the bank account of FloraHolland.

4. In the event that the buyer fails to pay on or before the day on which he is obliged to make
payment in accordance with the provisions set out in these regulations, the outstanding amount
is considered to be due immediately and payable simply on account of the fact that the buyer
failed to pay on time, without the issue of any further demand .

5. In the event that a buyer fails to settle the auction bill within the term specified for payment he
would be charged interest calculated at the statutory rate on the outstanding sum as well as
judicial and extra-judicial costs incurred in the process of recovering the sum, the minimum
collection costs being NLG 750.

6. In the case of irregularities in payments/collection (of dues), or in case a buyer does not comply
with the payment security required, FloraHolland is authorised to block the buyer's number,
whereby, if repeated, the buyer's registration can be cancelled by the Executive Committee, if
and as soon as the buyer concerned is requested in writing to remove the cause of the
irregularities and he either does not fulfil this at all or does not fulfil the same within the
stipulated deadline.

7. In the event that a buyer is of the opinion that the details noted on the auction bill issued by
FloraHolland do not accurately reflect the purchase transaction that has taken place, the buyer
is to raise the matter with the Executive Committee or its authorised deputy. In the event that the
di screpancy, referred to in the preceding c
is obliged to make his objections known within a period of 4 weeks. In the event that the
discrepancy referred to in the first clause is due to an error on the part of personnel employed by
FloraHolland, a term of complaint of 3 months applies. The said terms of complaint apply from
the date on which the auction bill in question was issued.

8. In the event that as a result of some problem auction bills cannot be issued immediately, cash
buyers are to pay an estimated sum in advance with a view to settlement at a later date.

9. Outstanding sums must be paid in legal Dutch tender. Cheques, clearing and bank transfer
forms, as well as credit cards are accepted, unless otherwise not indicated explicitly on the spot
by FloraHolland as payment instrument.

10. For any business location the possibility of cash payment for purchase may be excluded.

Article 3:33

It is assumed that all buyers have seen the lot offered for auction, or at least a sample of the lot in
guestion, even in the event that the buyer is purchasing from a remote point, as specified in article
3:21 paragraph 1 point 2 of these regulations.

Article 3:34 Complaints with regard to the quality, visible defects

1. For any complaints concerning the quality of products, the buyer must approach the duty
inspector of FloraHolland or his superior with the entire lot bought by him. Complaints regarding
the quality of products purchased must be made immediately and certainly within one hour of
the products in question having been delivered or within one hour of the time at which the
products should have been collected by the buyer in accordance with the provisions in article 3:
27, but never after the product has left the auction site. This is excluding the assumption in
paragraph 4.
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The buyer is authorised to send or to process, with permission from the inspector, part of the lot

to which the complaint has no relation, without prejudice to the provision in article 3:37 under b.

If and as soon as the buyer makes use of this, the part of the lot already sent/processed is

deemed to have been delivered in conformity with the agreement.

If the duty inspector or his superior is of the opinion that the complaint is justified he can decide

as follows:

o if the differences concern a small part of the lot delivered, he can give the buyer the choice to
either return that part, or to lower the price paid for that part. In the latter case, the new price
is to be determined by the Executive Committee or its authorised deputy by taking the
average price obtained for products of the same quality on the same day as a guideline, orthe
event that only a relatively small proportion of the total quantity of the product, or

¢ in the event that a considerable proportion of the total quantity of the product purchased is
not of the requisite quality, the purchase can be declared cancelled T either entirely or in part
T if the buyer so wishes, in which case the buyer is not entitled to claim compensation.

If the lot concerned has already left the auction site, lodging of a complaint is ruled out, unless

the inspector or his superior wants to deviate from this as a special case. If the executive

committee or its authorised deputy sees it fit to consider a complaint despite the fact that the lot
in question has already left the auction complex, the complaint must be made within one hour of
the start of auctioning on the following auction day.

The inspector or his superior can demand that the entire lot, or a part of it, be brought back in

the original packing as proof and also complete data (for example: cards) of the supplier.

As per the decision as meant in paragraph 2, 3 or 4, the buyer/supplier - provided within 24 hour

- can file objection with the Complaints Committee within the meaning of the Complaint

Regulation service of FloraHolland.

Article 3:35 Complaints with regard to quality, hidden defects

1.

2.

In the event that a defect is not visible in the product within one hour of delivery but becomes
apparent after that, the defect in question is considered to be a hidden defect.

A buyer is entitled to make a complaint regarding a hidden defect. However, in order to count as
valid the complaint must be made to the head of the Quality Department (by fax or telex) as
soon as the defect becomes apparent.

The buyer must hand over the products that are the subject of the complaint to the Quality
Department for inspection without delay. In the event that this is not reasonably possible, the
buyer should arrange to have the products in question inspected by an expert appointed by
FIl oraHol |l and. The inspection is initially t
inspection will ultimately be borne by the party found to be at fault.

If the buyer proves the defect and at the same time shows that this defect existed already before
the delivery by Flora Holland, the buyer has exclusive right on refund of maximum the purchase
amount of that part about which he has complained. In addition the buyer has the right of
damage compensation up to 12% above the agreed purchase amount of the separated patrt.

In case of wrongful intent or gross negligence on the part of FloraHolland, the buyer has the
right to claim full compensation for damages from FloraHolland. In the case of wrongful intent or
gross negligence on the part of the supplier, the buyer would have to approach the supplier
directly to obtain full compensation.

Article 3:36 Complaints with regard to quantity

1.

With regard to any complaint concerning the quantity of the products delivered and the logistic
carriers of those products, the buyer must directly approach the department assigned for the
purpose in each business location (Naaldwijk: Redressal office). Any such complaint must be
made within one hour of delivery of the last lot of products from the department in question, or
within one hour of the time at which the products in question were supposed to have been
collected, in the clause of article 3:27.
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2. When it comes to establishing shortages or lost products, all buyers must give the Executive
Committee or its authorised deputy every opportunity to monitor all the products purchased on
the auction day in question, wherever the products may be within the auction complex.

3. If shortages or lost products are established by the Executive Committee or its authorised
representative and it is observed that the same is the result of an act or negligence on the part
of the supplier, then the purchase - depending on the magnitude of the deviation in quantity - is
declared by the Executive Committee or its authorised deputy to be entirely or partly dissolved.
The buyer thereby would have no claim for compensation from the supplier.

4. In the event that shortages or lost products are confirmed by the Executive Committee or its
authorised deputy and furthermore, it is also confirmed that the shortage or loss in question is
due to actions or omissions by or on behalf of FloraHolland, the buyer is not entitled to claim
compensation beyond reimbursement of the purchase price.

5. At the same time the general stipulations of FloraHolland concerning the logistics of products
are applicable to logistic service.

Article 3:37
Both in the case of complaints with regard to quality, as well as in the case of complaints with regard
to the quantity, the following are applicable:

a. The taking back of a part of the total quantity of products purchased, the lowering of the
purchase price, and the cancellation of the purchase will be effected in accordance with the
terms and conditions drawn up to provide for such instances by the Executive Committee or its
authorised deputy.

b. The buyer is not permitted to selectively sort or refuse a lot without the intervention of the
Executive Committee or its authorised deputy.

Article 3:38 Authorisation of suppliers for settling complaints by FloraHolland

Suppliers authorise FloraHolland to handle the complaint(s) referred to in article 3:34 ff. A complaint
will be handled a't the supplierbds expense and ri sk
complaint was handled lightly and unless it concerns a complaint relating to the services of
FloraHolland.

Article 3:39 Payment to the suppliers

FloraHolland guarantees that it will pay its suppliers the proceeds derived from the sale of products
sold and delivered by FloraHolland on their behalf and as per the agreement. All suppliers who are
members of FloraHolland are charged an auction commission which is the same for all members,
being established in accordance with the provisions prescribed by the articles of association of
FloraHolland, as a certain percentage of the proceeds derived from the sale of the products and /or
an auction commission calculated in some other way. Suppliers who are not members of
FloraHolland are charged an auction commission which is higher than the auction commission
established for the suppliers who are members. In certain special cases, the Management
Committee is free to grant exemption from the said commission at its own discretion. The
commission owed by traders who instruct FloraHolland to auction products on their behalf is
established by the Management Committee.

Article 3:40
FloraHolland guarantees that it will pay its suppliers the proceeds derived from the sale of the

unl

products after deducting the established auct.i

contribution to the membersd | oan and any ot her

imposed as a result of a decision passed by the HMB and/or by the Association of Flower Auctions

Jaap de Mol 32

€ ¢

on



PUM Netherlands senior experts

in the Netherlands. The copy provided to the supplier, giving details of the proceeds from the sale of
the products supplied by him and the amounts deducted by FloraHolland, must also be considered
as an invoice with relation to the aforesaid amounts due to FloraHolland . Monies will be paid to the
suppliers on a weekly basis, subject to the provisions set out in this article and in articles 3:39 and
3:42.

Article 3:41 Payment for complaints

In the event that a supplier is of the opinion that the details noted on the daily statement issued by
the auction are not in accordance with the details noted on the delivery slip (including consignment
details submitted electronically), the supplier in question is entitled to appeal to the Executive
Committee or its authorised deputy. In the event that the discrepancy referred to in the previous
clause is due to an error on the supplierés
within a period of 4 weeks. In the event that the discrepancy referred to in the first clause is due to
an error on the part of personnel employed by FloraHolland, a maximum term of complaint of 3
months would apply. The said terms of complaint would apply from the date on which the daily

statement was issued.

Article 3:42 Suspension of payment

FloraHolland is authorised to suspend payment to a supplier in the event the Executive Committee
establishes that a complaint made by a buyer on the grounds listed in article 3:34 ff of these
regulations is well-founded.

4.1 REGULATIONS CONCERNING INTERMEDIARY SERVICES

Article 4:1

1. Conditions and stipulations have been laid down in this regulation, which are applicable for
agreements of purchase and sale which have been prepared through the mediation of the Sales
Office. Unless otherwise agreed to in writing and with the permission of the head or the Sales
Office or his authorised representative, no (own) general conditions of seller and/or buyer are
applicable in the present agreement.

2. These conditions and stipulations are also applicable in the case of agreements of purchase and
sale that have been prepared through the mediation activities of the Klokzaken (= Clock Affairs)
department of a certain business location of FloraHolland. In that case, the name of the
department concerned must substitute fASal es

substitute Athe head BBO.

Article 4:2
The Executive Committee determines the opening times of the Sales Office. The opening times are
announced in an adequate manner.

Article 4:3 Intermediary Services

In providing intermediary services, the Sales Office acts as an intermediary in bringing about
purchase and sale agreements concerning products, both on behalf of those who wish to offer
products for sale as well as on behalf of those who wish to purchase products. In the process of
providing intermediary services and regarding anything to do with intermediary services,
FloraHolland is represented by an intermediary appointed by the Executive Committee of
FloraHolland.
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Article 4:4 Task

1. Instructions requesting the Sales Office to act as an intermediary and the procedures that this
will involve are to be communicated to the Head of the Sales Office or to the intermediary
specifically appointed by the Head of the Sales Office. The said instructions can be issued either
verbally or in writing.

a) Inissuing an instruction requesting the Sales Office to act as an intermediary, the seller or
the buyer can specify the maximum term during which the instruction applies. Following the
expiry of the said term the instruction will no longer apply. The seller or the buyer issuing the
said instruction must always specify as accurately as possible the variety, size and quality of
the products to be sold or purchased, as well as the quantity available or required at that
time.

b) Subject to the provisions set out in article 4:5 paragraph 1, a seller who wants the Sales
Office to act as an intermediary can also supply the Sales Office with a representative
sample of the product that he wishes to sell when issuing the instruction requesting the
Sales Office to act as an intermediary.

c) An instruction requesting the Sales Office to act as an intermediary, with a view to effecting a
sale, can specify a minimum price. An instruction requesting the Sales Office to act as an
intermediary, with a view to effecting a purchase, can specify a maximum price. The Sales
Office is bound by both of these prices.

3. Instructions requesting the Sales Office to act as an intermediary only oblige the Sales Office to
seek to bring about an agreement between a seller and a buyer. The Sales Office is not liable
for any failure to bring about an agreement, nor is it liable for the contents or implementation of
the agreement.

4. In the event that a purchase agreement is concluded under the terms of the instructions issued
to the Sales Office, the agreement between the buyer and the seller in question shall apply. The
said agreement must comply with the provisions set in this chapter.

5. The Sales Office is free to refuse to accept (part of) an instruction requesting the Sales Office to
act as an intermediary. In the event that the Sales Office sees fit to refuse (part of) an
instruction, the Sales Office will notify the party having issued the instruction to this effect either
verbally or in writing, giving the reasons why.

6. The Sales Office is entitled to give back (part of) an instruction requesting the Sales Office to act
as an intermediary that it has previously accepted purely on the grounds that it sees good
reason to do so. The Sales Office will notify the party having issued the instruction to this effect
either verbally or in writing, giving reasons.

a) Intermediary tasks can be changed or withdrawn by the purchaser. This change or
withdrawal would be effective after the expiry of the normal working day after the date on
which it was reported.

b) The Sales Office reserves the right to determine that notice of the revision or withdrawal of
an instruction requesting the Sales Office to act as an intermediary, as referred to under
point a. above, must be issued in writing.

c) The party having issued the instruction requesting the Sales Office to act as an intermediary
is bound by any obligations incurred as a result of having issued the said instruction
before any amendment or withdrawal comes into effect.

8. The sales office is free to a divide an instruction requesting the sales office to act as an
intermediary among a number of buyers or sellers on the basis of commercial criteria such as
guantities, varieties, qualities, methods of sorting and sizes. The purchaser is intimated of a
division in writing or verbally. The elements into which an instruction is divided each count as
individual instructions requesting the sales office to act as an intermediary in the sense specified
in the regulations.
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9. In the event that the Sales Office sees it fit to adopt one of the courses of action described in
clauses 5 to 8 of this article the Sales Office is not thereby obliged to provide any form of
compensation.

Article 4:5 Sample

1. When issuing an instruction requesting the Sales Office to act as an intermediary the seller is
also free to provide the Sales Office with a sample of the products in question. The costs of
providing the sample are to be borne entirely by the party issuing the instruction and the sample
must always be representative of the product to be sold. The Sales Office is not thereby
obligated beyond the obligation to treat the sample with due care and attention for a period of
time to be specified by the Sales Office itself.

2. The Sales Office is authorised to issue part of the sample to someone considering purchase of
the products in question. In such a case the remaining part of the sample then counts as the
whole of the sample.

Article 4:6 Option
1. Asocall ed o6option agreementd serves to establish
products offered for sale through the Sales Office.
2. a. The option agreement applies for a maximum period of validity of 48 hours from the time at
which the agreement was concluded. An option agreement can also be concluded verbally.
b. Contrary to the stipulation set out under point a. above, provided that the Sales Office grants
its approval, two parties can conclude an option agreement with a period of validity of more
than 48 hours. Such an agreement must be set down in writing by the Head of the Sales
Of fice or the |l atterds authorised representat.
sent to both of the parties involved.
3. An option agreement that is set down in writing must specify the quantity, variety, sizes and
guality of the products offered for sale as precisely as possible, as well as note the name and
the number of the buyer and the seller and the duration of the agreement.
4. The option agreement referred to in the third paragraph must be filed at a place specified by the
Head of the Sales Office.
5. An option wil/l only be granted i f the Head of
representative considers it reasonably likely that the option will result in a purchase agreement.
6. The Sales Office is authorised to refuse to grant an option. The refusal to grant an option will be
communicated to the party in question verbally with an explanation of reasons.
7. The Sales Office cannot held liable for losses incurred as a result of negligence with regard to
the option agreement on the part of one of the parties involved.

Article 4:7 Purchase agreement

1. A purchase agreement is considered to have been concluded -

a. In the event that and as soon as the parties supplying and demanding products
accepted one anothero6s offer, having been broug
intermediary services of the Sales Offices, provided that this occurs within the term during which
the instruction requesting the Sales Office to act as an intermediary applies.

b. If and as soon as the buyer has conveyed in writing his intention to make use of first
right of purchase within the period fixed in the option-agreement by the Sales Office. The Sales
Office must inform the seller of this as soon as possible.

2. Each purchase agreement must list, among other things, a precise description of the products
purchased and sold (the products in question being in accordance with sample), the term of
delivery, the price, the quantity, the variety or varieties, the packaging, the packaging code, the
name and the number of the seller and the buyer and/or any other details to be filled in on the
form. The purchase agreement is to be filed at a place specified by the Head of the Sales Office.

3. The purchase agreement will only be confirmed in writing in cases in which the Sales Office
considers written confirmation to be necessary. The importance of the transaction and the terms
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of delivery are determining factors in this respect. Confirmation, in the sense specified above,
will also be issued at the request of the buyer or the seller.

Article 4:8 Inspection

1.

Unless otherwise agreed to explicitly, the Quality Department of FloraHolland will inspect the
products at a particular time period that the buyer and the seller agree on. Inspection by the
Quality Department of FloraHolland is done at all times in accordance with the general
conditions of the Quality Department. These general conditions are available with the Quality
Department.

If and insofar as it is not mentioned otherwise in the general conditions, the Quality Department
is in no way liable for compensation as a result of its service, unless this compensation is to be
made for an intentional act or omission of the Quality Department. The Quality Department is in
no case liable for indirect damage.

Article 4:9 Sellers
Suppliers who are officially registered with
can offer products for sale through (the intermediary services of) the Sales Office.

Article 4:10 Delivery

1.

The sellers are obliged to sort and pack the products to be delivered and to make the products
available in time for delivery to the buyer in accordance with the relevant provision in the
purchase agreement and the applicable delivery specifications, which consist of all rules
concerning the supply or the products notified by FloraHolland or the authorised third party, in
observance of what is specified in this and the subsequent articles.

Without prejudice to the provision in paragraph 1, parties are permitted to confirm the conditions
in the purchase agreement which differ from the delivery specifications applicable, if and insofar
as these rules do not concern the guidelines that regulate the receipt and the delivery of the lot
by FloraHolland.

In the event that the time of delivery differs from the time specified in the purchase agreement,
the Executive Committee reserves the right to hold to these regulations.

Article 4:11 Point of time of delivery
The seller or the | atterds authorised represent :

1.

as possible prior to the time of delivery specified in the purchase agreement, either -

¢ in the delivery room, or

e at the agreed place of delivery, where the
When delivering products as described under paragraph 1 above, the seller is obliged to meet
the ultimate deadline specified by the Head of the Sales Office. Among other things the ultimate
deadline is related to the size and nature of the transaction, as well as to the variety and quality
of the product(s) in question.

In the event that the seller fails to meet the ultimate deadline specified by the Sales Office and
thereby renders it more difficult for the Sales Office to complete the agreement, the Head of the
Sales Office is authorised to increase the fine specified in article 4:36 of these regulations by a
percentage to be determined by the Head of the Sales Office and/or to charge the seller the
additional costs incurred in the process of completing the agreement as intended.

In the event that products are delivered to the designated delivery room of the Sales Office more
than 12 hours in advance of the time of delivery specified in the purchase agreement, the Sales
Office is entitled to refuse to accept the products or to charge the seller for storing the products.

The products in question will be kept in storage atthesell er 6 s ri sk. The Sal

to make an exception to this ruling overnight or on weekends or on public holidays (etc.) with a
view to facilitating transhipment. Exceptions to the rule will be announced by the Sales Office in
advance.
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Article 4:12 Delivery slip

1.

When delivering products that have been sold, the seller is obliged to complete a delivery slip.
The seller is obliged to correct the delivery slip and to fill it in completely, in conformity with the
rules framed by or on behalf of the Management Committee by FloraHolland.

The supplier is responsible for sending his correct and completely filled in Electronic Delivery
slips to FloraHolland.

The specific product code existing for the product supplied is to be mandatorily filled in on the
delivery slip.

The products delivered to the designated delivery room of the Sales Office must be
accompanied by the delivery slip referred to in paragraph 1. If the products are not intended for
distribution by the BB Distribution department of FloraHolland, then this must be explicitly stated
on the delivery slip, in absence of which BB Distribution is authorised to deliver the products on
account and risk of the supplier to the buyer. If the products are meant for distribution by BB
Distribution, then the quantity of packing is checked by the official designated for that purpose
by FloraHolland. Having completed the inspection the official will initial the delivery slip. The
variety, sizes and quality of the products and the accuracy of any other details on the delivery
slip are to be monitored by the buyer.

The delivery slip pertaining to products to be delivered to a place other than the designated
delivery room of the Sales Office, as specified in the agreement, must be sent to the Sales
Office to arrive within one week of the date of delivery of the products in question. FloraHolland
will then allow the financial settlement of the purchase agreement to pass in a manner
convenient to it, in conformity with the relevant provisions in articles 4:19 and 4:20.

Article 4:13 Delivery contrary to the delivery rules, incorrectly filled/missing delivery slip

1.

If and insofar as while checking, it is obvious that the supply data is entirely or partly incorrect or
missing, or else the products have been supplied contrary to the rules applicable, FloraHolland
is authorised to correct and/or to fill up the matter mentioned on account and risk of the seller,
without prejudice to the right not to deal with the (lot that has been provided with an) incorrectly
or incompletely filled in delivery slip and/or to impose an administrative levy.

If FloraHolland decides not to deal with a lot mentioned in the previous paragraph, it informs the
seller of it. The seller must then remedy the defect or remove the products from the auction site
at his own cost. If the seller chooses to ignore what is mentioned in the previous clause, then
FloraHolland is authorised to destroy the products at the cost of the seller.

In the event that products are not accompanied by a delivery slip, FloraHolland is entitled to
collect the proceeds from the sale of the products unless the seller is able to provide convincing
proof that he is the owner of the products in question.

Article 4:14 Liability of FloraHolland

1.

FloraHolland can only be called to account for losses incurred as a result of the loss of or
damage to products delivered to the delivery room by the seller, provided the products in
guestion were delivered to the appointed place at the agreed time in accordance with the
delivery instructions established by or on behalf of FloraHolland and provided that the losses in
guestion were incurred due to actions or omissions by or on behalf of FloraHolland as a result of
which the products in question were not treated with all due care and attention.

FloraHolland is not liable for any damage to products kept in its cold storage units or other
conditioned units in the event that the damage in question is caused by the fact that the
conditioning mechanism is not functioning (as it should), unless the fact that the conditioning
mechanism is not functioning as it should is due to actions or omissions as mentioned at the end
of paragraph 1.

FloraHolland is authorised not to place products in the cold storage units on account of
shortage of cooling rooms, but to place them outside the cold storage units.
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