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. INTRODUCTION & SUMMARY:

Development Alternatives, Inc. (DAI) in associatiaith its partner firms, Booz Allen Hamilton
(BAH), International Relief & Development (IRD), Bhigan State University (MSU), the Training
Resources Group (TRG), and the QED Group, is pte&seresent this quarterly report for the
period April £ to June 30 2010 for the USAID Serbia Agribusiness ProjechisTreport reviews
activities included in the Project's Year Three Wman, and follows the outline for quarterly
reports as contained in the Task Order (section2A.8 The report also includes a number of
separate Annexes (provided separately), which geogletailed information on Project activities.

In planning for Project activities to be includedthe Year Four WorkPlan, a full review of the
assumptions and objectives included in the Commattition Plans (CAPs) was undertaken during
the past quarter. The Sector Leads have adopted sonceptual changes for these CAPs, which
will be included in the Year Four Workplan documeSignificant revisions have been made to the
Dairy, Livestock/Meat, and Mushroom/Herb sub-sextorThese changes and revisions have
prepared the Project well for the implementatiothef Year Four program of activities.

The Project has fully integrated the transitionaapts into Project activities, which was a goal of
the Year Three WorkPlan. The continuation of tfaagition phase is now being prepared for the
activities to be undertaken in Years Four and FiVee Project views these two years singly, since
they will carry the Project through to completianth little modification after Year Four. Years
Four and Five will emphasize the final steps neddexthieve sub-sector transformations, which is
a major USAID target, and a final product for thejBct. Sector & functional staff have begun to
define what transformations will take place in trsgctors and functional areas, and the Projett wil
begin to develop specific M&E indicators & systefosreporting on these changes.

The Project has made good progress on the promotioew technology within the six focus sub-
sectors. Discussions are underway on potentibhtdogy breakthroughs for Years Four and Five,
and the groundwork was being laid this quarter.e Phnoject expects to have technology impacts
with Smart Fresh, ozone generators, and bio-digesiEhe recent trade mission to the US, to assess
bio-digesters, was successful, and seems to hdwe & commitment by a Serbian dairy to use the
GHD system at their farm. The Dairy Sector Leapleets other dairies will follow this lead.

The Project is pleased with the progress madeismgathe quality |
of media coverage, and the increased number ofareqiosures.
The Project will continue to implement the quastefgricultural j§
Issue Conferences, in collaboration with Agropressithers. The _—
latest conference (see photo) in this series wsisgompleted a
the end of the quarter, a high-level, very weléatted conferencq
on Agribusiness and Sources of Renewable Energy.

This quarter also saw a surge in interest in gersderes, stimulated in large part by the Project's
solicitation for business plan training for unemy@d women. The quality of the applications was
surprisingly high, and the number of submissionseeded expectations. The Project expects

significant media interest in this activity, antiigh quality with the programs implemented.

The Project has noted a growing interest in ingusgsociations, and cooperatives. This is a
decided change in the Serbian mind-set, and magsept a transformational step. The responses
to the solicitation for grants to associations wargorisingly good. Progress has also been made in
the environment component, by ensuring that respiibsfor the very important safe pesticide use
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training activity was seriously accepted by the sty of Agriculture. It is now the Ministry’s
program and the Project will, appropriately, semgea catalyst for this activity in the future.

Serbian participation at international trade shaestinues to be a very successful, and high
impact, activity for the Project. Investments hrese fairs produce significant sales results, and
provide invaluable preparation of future serviceyers. The recently completed Fancy Food and
MIHAS shows exceeded our expectations, and in #se of MIHAS it has opened entirely new
regions to Serbian exports. As the level of Pitojesources available for these events declines in
Years Four and Five, the Project will shift to atting and supporting inward buyer missions.

[I. ACTIVITIESPLANNED & IMPLEMENTED DURING THE PERIOD:

During the third quarter of Year Three, the Projeantinued to implement a variety of activities
and events included in the Workplan, and activigelsled in response changed circumstances.
While most of the activities were based on the \jgtak, the additional items, such as a continued
emphasis on southern Serbia, expansion of thenzt®PU training program, and the development
of an international food show in Belgrade, wereddasn newly identified opportunities.

Component 1: Increased Efficiency & Competitiveness of Agribusiness

1.0 Commodity Action Plan Activities:

1.0.1 Berry Fruits:

During the third quarter the main focus of the Agsiness Project in the berry fruit sector was
technical assistance related to the introductiorhigh tunnels, and the development of local
expertise in this technology to extend the growsegson and to improve the quality and harvest of
brambles intended for the fresh market. The Ptopemted a Serbian translation of Cornell
University’s High Tunnel Raspberry & Blackberry Buztion Manugland implemented the Berry
Fruit study tour to Spain where ten representatofeserry fruit producers and ABDS providers.
These representatives, along with the Sector Lewb aalocal consultant, travelled to Huelva
province and visited leading producers and supplidrfresh raspberries and strawberries for the
EU market. In addition, a series of local consultgeld visits, and the provision of field advigor
assistance to clients planning to use tunnels, beggin during the quarter. Over this reporting
period the Project also continued its assistanceéh® development of cranberry production, the
promotion of Serbian value-added berry productsleaiding international trade fairs, and
negotiations for the application of Ozone generiar Serbia. As result of the wide range of
assistance activities provided to the National Asg@mn Serbian Blueberries, at the end of the
quarter the first shipments of fresh blueberriesAlgstria and Russia were delivered, while
additional deliveries to Germany have been sucuokgsfegotiated by the Association.

1.0.2 Dairy Products:

Over the past quarter, the Agribusiness Projectampnted, and/or coordinated, several Dairy
Sector specific, and cross cutting, activities awveénts which were included in the Year Three
Workplan. These activities are designed to supiher objective of increasing the efficiency and
competitiveness of Serbian dairy agribusinessesljigsDairy, and the municipality of Pirot, were
supported by the Agribusiness Project to compl@gieations for the protection of geographic
designation (PGD) for Svrljig white cheese (kriska)d Pirot kackavalj. Based on client requests,
the Project continued to support activities aimédngroving the competitiveness of the dairy
sector, by promoting advanced biogas technologiedransforming animal and dairy processing
bio-waste into renewable energy. This effort vallko promote the development of US-Serbian
commercial relations, by linking Lazar Dairy wittHB Inc, a biogas digester company based in
Wisconsin. Representatives from Lazar Dairy visi@HD in March, and as a result Laraz Dairy
has submitted a loan application for funding t@fioe the construction of a new biogas digester at
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their farm in the fourth quarter of Year Three. alidition to the work with Lazar, the Project also
supported three other dairy companies to compéssilbility studies on biogas digesters during the
guarter. The Project has also made progress amgilementation of a regional dairy improvement
campaign, and at the end of the quarter an agrdehssh been reached with the Ministry of
Agriculture, Kragujevac municipality, and Taurus rSalting, to implement a regional dairy
improvement campaign modeled on the dairy improvemampaign of Year Two. This effort is
expected to start during the fourth quarter. Lbsat, not least, Sabac, Kuc, Mladost and Granice
dairies have implemented dairy management softwéreProject support.

1.0.3 Livestock/Meat:

Over the course of the third quarter the AgribussnBroject continued to implement the technical
training program for livestock farmers being praddby “Agrar Kontact”, and the Project
continued to evaluate and assess the strategy iaectiah for the livestock sector, given the
significant challenges facing the sector at thigeti During this quarter “Agrar Kontact” completed
the two remaining training programs as part ofrtjpeogram. These programs were implemented
in Vranje and Pozarevac this past quarter, witenatince once again being much higher than
expected. In Vranje 60 farmers attended the mmginend 93 students also participated. In
Pozarevac 39 farmers attended, and 87 studenisipated. The review of the Livestock/Meat
sector strategy has led to a significant changeourse for activities in this sub-sector. In the
coming year the Project will shift the focus to #l®amedium scale meat processors to develop a
group of firms that can become key Project partndiise Project will support these firms in their
efforts to grow their markets, both internally amdernally. The assistance will focus on processed
meat products, based on both beef and pork, wigaracular emphasis on those products that are
seen as uniquely and traditionally Serbian. Thejet will undertake a variety of technical
assistance activities for these companies, witeraphasis on the use of local service providers as
much as possible. The Project will also work witie key firms to support the creation of a new
Meat Processor’s Association that can effectivejyresent the industry to the Serbian government.

1.0.4 Herbs& Mushrooms:

Over the course of the past quarter the AgribusinBsoject
continued to shift the emphasis to the herb sefiiousing on export{ESyF=
markets and the development of a national herb gssm’s el
association. One of the main achievements thistgluavas supportjetlis
for three herb companies, all members of the “Serbilora” g
Association, to undertake a trade mission to the &eCoffee World |gg
Fair in April. The Sector Lead, together with regpentatives from(g
Macval, Herba, and Fructus, attended this fair aodcessfully
completed new sales transactions. As a resulhief dctivity, contract sales of $310,905 were
signed by these firms, and an additional $340,Z(f0tare sales are under negotiation. The photo
at the right shows Svetozar Petrovic, the owneFroctus, at the fair examining new equipment
from Japan for making pyramid tea bags. In addjtibe new Wild Mushroom Association “Forest
Fruits of Serbia” has now been officially registereThree Herb & Mushroom associations have
applied for grant program assistance from the Btoyehich is the next step in strengthening these
national level producer’s organizations. Otheranagchievements in the Herb & Mushroom sector
included: four companies have successfully implae®niSO standards, four companies have
introduced new packaging and marketing programs, the Project signed eleven new Grant
Agreements for the introducing relevant internagicgtandards
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1.0.5 TreeFruits:

In cooperation with the Fruits of Serbia Associatiand two ABDS providers, the Agribusiness
Project has printed the Manual on the Fertigatiotrridgation of Apples prepared by Professor
Brian Boman from the University of Florida. 500pges of the manual were printed, and 400 have
already been distributed to clients (individualnfiers and companies) of the ABDS providers
which received consultancy services on irrigatiad &rtigation technologies. The remaining 100
copies will be provided to the Fruits of Serbia édation, and distributed to their members who
are involved in apple production. Based on recondagons provided by Chris Watkins, from
Cornell, regarding organization of the apple harve®stharvest, and cold storage processes,
recommendations on the best practices in applelingndnd ULO storage were provided to the
cooperatives receiving advice during his assignmeFite main goal of the assignment, and the
advice presented in the manual, is to help manammismembers of these cooperatives to better
organize their apple harvest and postharvest psesess well improve the performance of their
ULO storage facilities. Four companies from theelfFruit Sector have also completed their
activities as part of the grant program to suppearketing and promotional activities of Serbian
agribusinesses. The Project supported the designpainting of marketing and promotional
materials, website development, and new packadorgZZ Vocko, Foodland, Vino Zupa, and
Foodex. As part of the program for the introductaf international standards, two cooperatives
and 11 companies from the Tree Fruit sector hayeesi Grant Agreements for the introduction of
ISO 22000, IFS, and GlobalGAP. The Project comtthuo support the introduction of the
SmartFresh technology in the Serbian market, apdesentatives of the SmartFresh distributer
have been connected to Serbian ABDS providersctrafct as distributers of this product.

1.0.6 Vegetables:

This past quarter will certainly be remembered viogllboth vegetable producers and processors,
and its implications will be directly felt in thelfowing year. The extensive rainfall, which cadise
serious flooding, decimated this year’'s crops thhmut the entire country. Experts estimate that
2010 will be one of the worst for the vegetablet@em years. Vegetable sector clients have now
concludedtheir activities related to the marketing and promotioang program, and these clients
have improved their packaging and/or visual idgntit satisfy export markets. One significant
impact of this activity is that the fruit and vegele juices produced by “Zdravo Organic” have
found a place in the Slovak and Czech markets. p#s$ of Project assistance to clients for the
implementation of international standards, 14 camgmfrom the vegetable sector have applied for
the second round of grants. Unlike the previows yehen Global GAP was the main objective, all
the applicant companies are in the processing bssjrand the highest interest is for the ISO 22000
standard. Following the review of the grant appits, the Project will sign grant agreements with
eight companies from the vegetable sector. BidfrBonato presented their products in the US
market for the first time at the Fancy Food ShoviNew York. The response to their products at
the show was overwhelming, and several potentiasseontracts have been negotiated. The two
products that attracted the most attention vigueko andAjvi. The Project has also entered into a
collaborative arrangement for the preparation degetable Sector Analysis for the Timok region
(Eastern Serbia). Eight municipalities will belured this research program, which will prepare a
plan for the promotion of vegetable production @ndcessing in the region. The partners for this
effort are RARIS, GTZ, and LEDIB, along with locglecialist and scientific institutions.

1.1 Strengthen Producer Organizations:

During the third quarter the Producer Organizatiomponent focused on preparing and launching
the grant program for agribusiness associationd, faralizing preparations for the cooperative
managers training program. In order to encourage assist agribusiness associations to take a
proactive role in creating an enabling environnfentheir sectors, and to provide direct support to
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their members, the Producer Organization Specialegigned a specific grant program that
addresses the needs of these organizations amdrtégibers. Therimary goal of the Program is
to help associations develop and implement a rahgetivities to advance their sectors, to improve
their capacity to serve their members, and to sughkeir viability after the Project ends. The
program was launched in late April, and by the ehthe quarter a total of 15 grant applications
had been received. The Project has preliminaggreved, pending further review and grant
award, ten applications submitted by eight natiarad two regional associations, representing all
six targeted sectors. The Project expects to catephe final evaluation, and grant awards, by the
end of July. During the third quarter, the Projecintinued working with the Ministry of
Agriculture on preparations for the agriculturabperative business training program. Two two-
day training programs for cooperative managers pellorganized in Zrenjanin (Vojvodina), and
Zlatibor (South West Serbia). As part of Projaqgbort fortree fruit cooperatives, and the owners
of storage facilities for fresh apples, the Produ@eganization Specialist and the Tree Fruit Sector
Lead have been assisting the US company Agroftespromote their SmartFresh technology in
Serbia. As a result of Project assistance, twalleompanies have been selected to represent
Agrofresh in Serbia, and to start with the registraof SmartFresh in September 2010.

1.2 Improve ABDS Service Delivery:
During the third quarter, a consultant from Carra8son and Randolph, LLC (CSR) provided two
three-day leadership training programs for 26 cargsaand Agribusiness staff, and one three-day
training-of-trainers program for eight local cortants (40 participants in total). The purpose of
these trainings was to strengthen the competits®ermd Serbian agricultural enterprises through
improving the participant’s ability to lead, motteaand inspire their employees and colleagues.
The course focused on strengthening the qualifieersonal leadership through influencing others,
and this course blends in aspects of emotionalliggace as applied to busines
environments. At the end of the course students ehalear understanding q§
their own ability to lead innovation, and the deyghent of a company, fron
wherever they are placed within the organization.

The main ABDS effort during third quarter was foedson the development d
the new Belgrade Food show. The Project has had rohallenges with thiq [
planned activity, including a serious medical iséurethe owner of BelExpo (the
Project’s main partner for the show). After numeraneetings, and with thq#s
assistance of STTA Cherif Moujabber, the Projed tm@naged to put the shoji
back on track. During the quarter the show nantelago design, e-cards an
invitations, exhibitor and buyer brochures, and wWebsite (Culinaria.rs) weré
completed and approved by all partners in the efféhe Project and BelExpo have also compiled
target lists of companies which will be encouragedxhibit, and buyer companies that will be
invited to send representatives to the show. Byettd of the quarter preparations were proceeding
well, with the exception of the pace of companigsiag up for the show. The Project continues to
review the situation on a regular basis, and soayet&rgets have been set for go/no go decisions on
the show. If these key targets are not achievesl]ikely the show will be postponed until 2011.

|

1.3 Marketing & Sales Program:

During this past quarter the Marketing & Sales teanganized the participation of Project client

companies at two international trade fairs. Thengs supported were as follows:

» MIHAS, Halal certified food fair in Malaysia, Jurg8-27. The Project supported this fair by
providing a grant to the Halal Agency of Serbia ethtook six client companies to the fair.
Participating companies reported $1.1M in potersigdés, and $70K of contracted sales.
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» FANCY FOOD, New York, June 27-29. The Project migad an exhibition by six Serbian
companies, and they reported $256K of contracted,$i.7M in potential sales. The Project
will support the Fancy Food show again in 2011, a06nf of the space has already been
reserved for this show, which will take place in3himgton DC.

The Marketing & Sales team, in partnership withbgeOrganica, the Ministry of Agriculture, and
GTZ, organized the “Potential of the Organic Marikethe EU” conference, which was attended by
more than 100 representatives of companies, asemsainstitutions, etc. Speakers came from the
French Ministry of Agriculture, the Synabio assdioil, Agency Bio, and other organizations. The
focus was on Germany & France, due to the high lelvieterest in organic foods there.

1.4 Youth Enterprise Program:

During the third quarter of Year Three the Agrimesis Project continued its program to support
youth in the development of agribusiness enterprigéter reviewing the Business Plans submitted
by eligible candidates, the Project has selected af the twelve plans submitted for the award of a
start-up grant. These Business Plans receiveaitadtapproval from the Project's COTR, and an
award ceremony for these Business Plan winnershetaison April 28". Award certificates for the
winners were handed out by the State Secretarh@fMinistry of Agriculture, Mrs. Mirjana
Milosevic, and the Director of USAID’s Economic Grth Office, Mr. Jim Stein. The total value
of all nine business plans is $149,301, with theAllsshare being $121,861. Thanks to Project
grant funds, these nine youth agribusinesses goected to generate additional sales income
totaling $235,957, as well as the creation of 2w jobs (full-time, part-time, and seasonal).

1.5 Other Cross Cutting Activities:

1.5.1 Environment:

Within the framework of the Year Three Workplare fhast quarter has seen an increasing attention
being paid to environmental activities within thbree priority areas: Pesticide Safety &
Environmental Education, Cleaner Production, angif@nmentalCompliance. The Project has
delivered a series of training programs in thesbreal areas, such as Cleaner Production, as well
as in basic professional skills such as TrainingTrdiners for Pesticide Use & Environmental
Education. All environmental activities during ghreporting period have been conducted in
partnership with the Ministry of Agriculture, Fotgsand Water Management, and/or the Ministry
of Environment & Spatial Planning. A number of riegs, workshops, structured briefings,
enterprise outreach activities, and media eventse ve®nducted in an effort to improve the
coordination of Project environmental efforts widther Project activities & events, and to share
environmental information between key stakeholdef®o achieve the Project’'s environmental
goals, the Agribusiness Project has also providetrical assistance to the Ministry to assist them
to develop an effective institutional structure tioe future of the PSEE program.

1.5.2 Women Entrepreneurs:

Based on the substantial needs for increased emplatyof rural women, the Project has designed
a new Gender Program which will be implementedtisrin July 2010. During this reporting
quarter, efforts were focused on writing the RfA floe training program, and evaluating the grant
proposals received. The RfA was published in Maygd by June' a total of 19 grant applications
had been received. Following formal review of teeeived applications, a total of 11 applications
have been accepted for final review, and possibéatgaward. The Gender program will be
implemented in two phases: 1) The first phase halla training program for the preparation of
business plans for groups of rural women from fufive regions in Serbia, and 2) the second
phase will be assisting the women to secure funfiintheir start-up businesses. Phase One will be
implemented in partnership with local NGOs, whiciti select program participants based on their
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interest and established criteria. It is antia@pahat at least 200 women will be trained to prepa
business plan during this phase. Phase Two wik tdhe best business plans developed by
participants and these will be submitted to thgdetdor potential funding through start-up grants.
Each start-up grant will not exceed $15,000, aedRioject plans to award 10-15 grants.

Component 2: 1 mproved Enabling Environment for Agribusiness

2.1 Improve Accessto Market Information:

The Agribusiness Project, in partnership with “Agmess”, organized the conference “Agribusiness

and Renewable Sources of Energy - Potentials arstia@les”, on June 29, 2010. The objective of

the Conference was to inform and engage all retestakeholders in a constructive discussion

regarding the importance of increasing the usenefgy from renewable sources. Representatives
from the Ministry of Energy and the Ministry of Agulture presented current regulations, focusing

on new decrees for obtaining the status of prieitegower producer, and stimulations for power

production from renewable sources; the importaridéamass as a significant source of renewable
energy potential in Serbia. The event was very atgtnded, with nearly 200 representatives from

government institutions, industry, the researcha@klopment community, and the media.

The Agribusiness Project also provided a granh&rarketing agency Head Made to implement
the project “Healthy Economy - Promotion of Ware®WReceipts System” as part of a public
awareness campaign for the warehouse receiptsnsyisteSerbia. During the quarter, grant
milestones 1, 2, 3, 4 and 5 were completed, encssinpg design and production of the educational
and promotional material for the seminars and wuwoks; promotion and presentation of the WHR
System at the International Agricultural Fair in VNd&ad; organization of a two-day training
seminar for warehouse operators; organization amfiexday training seminar for representatives of
commercial banks and insurance companies; and iaedeom of a one-day training seminar for the
representatives of the extension service, ruragidgvnent network, and agricultural cooperatives.

2.2 Facilitate L egal & Regulatory Reform:

The Agribusiness Project supported the organizatioiine conference "CAP Reform — Accession
and Cooperation Challenges”, held in the Natiorsdi@ment on May 14 The conference was
organized in cooperation with the Ministry of Agriture, the Chambers of Commerce of Serbia
and Belgrade, and the Cooperative Union of Serfilae conference focused on future reforms of
the CAP, and implications for Serbia’s agrarianiges and international trade in agricultural
products. The conference gathered a large nunfbd@glo-raking officials, including the President
of the Republic of Serbia, Boris Tadic, the Minisbé Agriculture, Sasa Dragin, and Jerzy Plewa,
the Deputy of Director General for Agriculture dfetEU. More than 250 participants from the
agribusinesses, government, the diplomatic corpilae media attended the conference.

Component 3: Program Management & Administration

3.1 Agribusiness Grant Program:

During the quarter, the Agribusiness Project awaurfiléy-one grants with total grant funding of
$354,616, and an additional fifteen grant applaai with total grant funding of $88,284, have
received preliminary approval. In addition to themvarded and approved grants, the Project has
twenty-one grant applications in the final revietage, within two the grant programs specifically
designed to support producer organizations, andem@rentrepreneurship in agribusiness

The Project awarded two grants to ABDS providerartbance the delivery of public goods:

1. Based on an unsolicited proposal, the Halal Agesfc$erbia received a grant of $27,670 to
support the participation by six Serbian agribusses at the MIHAS 2010 Trade Fair in June.
These companies exhibited their products at théhboiotheHalal Agency of Serbia.
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2. Head Made, a local ABDS provider, received a geaverrd to implement promotional activities
related to the warehouse receipts system. Head Métuse this $32,408 grant to conduct a
series of educational and promotional events, arsgt-up a communication center.

Twenty-three business plan ideas were receivedhiisecond round of the Youth Business Plan
competition, and following review by Project staffyelve were selected as being viable business
ideas that could be implemented. These twelvei@pyb were invited to submit full business
plans, in the form of a grant application. Onlpenapplications were received by the deadline, and
the grant evaluation committee approved these griaets applications for funding. The total value
of these nine grants is $149,301, with the Pragestiare of funding being 121,861.

3.2 Project Communications & Media:

During this quarter the bulk of the media coverags received for the following events/topics:
> In April: Reports on Ambassador Warlick’s visitttte Vocko cooperative in Tavankut
» In May: Reports on the Agropress conference “ltimgan Agribusiness in Serbia”
» InJune: Reports on the “Agribusiness and Reneaviabergy Sources”

The Agribusiness Project received the greatest loemlia coverage for the Youth Business Plan
Competition Award ceremony, although this coverages spread through April, May, and even
into June. Other important topics that were pielpdand covered by the media included:
» Grant Programs: Reports on the Requests for Patgoésr the “Support for Agribusiness
Associations” and “Facilitating Women Entreprenéipsn Agribusiness” grant programs.
» Marketing & Sales: Reports on Serbian participatdthe MIHAS and Fancy Food shows,
as well as reports on the Culinaria fair to be helBelgrade.
» Environment Reports in the local press on the workshops ael€leaner Production and
the presentation of the Report on Soil Quality enkia

Total number of times Project activities were répdron during this quarter, by the various types of
media that are formally monitored, is presentetthétable below:

Print Electronic (TV, Radio, | nternet) TOTAL
33 112 145

The Project web site was also a key tool for infagnthe media and the public on forthcoming
events and news from the Project. During the gudhe website received 6,349 individual visits,
with 3,002 (47.28%) being new visitors to the sifEhe web site upgrades made this period are
expected to increase the visitor numbers, and reksite more user-friendly and informative.

=

. L. . USAD AgribasThass Prajast T =)
3.3 General Project Administration: ot L2 Rllh 1
During the third quarter of Year Three the person il 3 @

compliment of the Agribusiness Project has remail [z | [ oo H o | [omes] o
relatively unchanged. Mr. Milos Stojanovic, wh '

was originally hired as an Assistant for the Yoy
Grant Program, was transferred to the Nis Off
early in the quarter to take up the position
Program/Admin Assistant. During the quarter t
Project completed the formal selection process
this position, and Mr. Stojanovic was selectedhas
best candidate for the position. He is curren
employed on a consulting basis, pending approval
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the Agribusiness Project budget modification whiah allow the full implementation of the Nis
Field Office. Once the modification is receivelle tAgribusiness Officer position for the Nis
Office will also be filled. An updated Project @rgzation Chart is shown on the previous page.

The Project has continued to make use of both ggpatand Serbian consultants, with a total of
five expatriate STTA assignments and four local ATdssignments being started during the
qguarter. Four local consultants also continuetyassents that were started in the second quarter,
and all these assignments were related to Daitpisactivities. Over the remainder of Year Three,
and continuing into Years Four and Five, the Ptojelt continue to shift from the use of expatriate
consultants to using more local consultants. TraeBt is also continuing to use interns, with
interns providing assistance to administrativefstaé marketing team, and the grant program.

[11. SIGNIFICANT PROBLEMS ENCOUNTERED DURING THE PERIOD:

While implementation has proceeded without sigaificproblems during Year Three, the Project

has encountered a few problems which have posdigicpes. These issues are:

» Two years of bad weather have had a serious negatipact on some sub-sectors, particularly
berries, vegetables, and to some extent tree frlités suggests that Project strategy to support
closed, and high-tunnel, production along with -4uatii measures are on target.

» Lack of approval for the Project's requested budgedification has become an increasingly
serious problem. This has delayed the full impletaton of the Nis field office, and has also
held up implementation of some sub-sector actwitie

» Finding qualified gender business planning seryioaviders has been daunting. The recent
grant solicitation for the gender program has tesuln a number of promising applications,
and the quality of their project submissions hasnbgurprisingly high.

» The absence of finance remains a critical probl@ime lack of loan funding, particularly for the
purchase of crops for processing, has been an vasiesome of our clients. It is frustrating to
have an investment and no access to financial resstior their implementation.

» Recent legislation and trade agreements have priavbe a double edged sword. Along with
broader export opportunities has come increasegettion from imports. The Project study
on the impact of this liberalization should offan¢ély advice to Project client companies.

[V. ACTIONSTAKENTO RESOLVE PROBLEMS ENCOUNTERED:

Despite the above mentioned problems, the Progsttéken steps to compensate and to continue

full implementation of the Project, as follows:

» While the full staff for the Nis office cannot berdd, the office has been opened on a
provisional basis. The office is proving usefuldaffers a significant gateway to the south.

» The mandate to emphasize producer organizationassatiations is bearing fruit. The Project
is confident that the women’s entrepreneur traimiregram will attract good media attention.

» The Project continues maintain a close collaboeatrelationship with the Ministry of
Agriculture. This has benefitted the Project imauious ways. The Project has the ability to
influence Ministry activities, and they have oppities to rely on the Project for assistance.

V. |IMPORTANT OBSERVATIONS REGARDING IMPLEMENTATION:

The Project has continued to increase the saledtseparticularly for exports, over the course of
Year Three. The goals for this indicator shoulddresurpassed by the end of the Project. The goal
set for employment generated should also be metxageded, as well.

This quarter raised our expectations regardingwhiingness of groups to associate to achieve
common goals. Applications for association graats] recent work with new service providers,
suggests the Project has been successful in progngitoup activities based on self-interest.
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The Project continues to record major impacts ftbe marketing-oriented activities, notably the
design and packaging grant program. This activitycontinue, to promote and support initiatives
aimed at generating more competitive productstibge a greater appeal to consumers.

The Project is taking a careful approach to laumghihe Culinaria show in September. A series of
critical benchmarks have been set for a final “detision on this event. These benchmark dates
will occur in the next quarter, and at that timiénal decision on implementation will be made.

Lagermax continues to be a significant succesy,stdth 70 containers of small quantity products
having been shipped to date. Both small produeerd, Lagermax, have gained in the process.
Client companies have sold $1.2M of products thatld not have been sold otherwise.

VI. RESULTSACHIEVED RELATIVE TO ANNUAL WORKPLAN TARGETS:

Based on the Sector Lead quarterly impact survaysial of 82 clients received assistance this
quarter; 64 agriculture-related firms, seven preduarganizations, ten ABDS providers and one
youth NGO. To date, a total of 431 clients haverbeegistered in the TAMIS system, with 370
clients being active, and 217 MoU’s have been signe

A total of 44 agribusinesses @foducer organizations, 2BDS providers, and 3%griculture-
related firms) reported sales results directlyilaitable to Project assistance this quarter:

Sales Contracted Sales Ddlivered Sales Under Negotiation
$5,559,500 $3,375,500 $4,020,000

A total of 57% of the contracted sales, and 64%hef delivered sales, were for the export of
Serbian food products. Exports to Europe and Russtounted for over 92% of the total delivered
sales. Based on this data, the Agribusiness Rrbgex exceeded ($13.2M YTD) the Year Three
target for Performance Indicator No 4 (dollar vatdange in agricultural product sales), which is
$12M. The chart at the right shows the sales teddhis past quarter by sector. Cumulatively, the
Project has recorded $52.1M in delivered sales pewed with the LOP indicator of $72M in sales.

$560,000

Client organizations reported a total of 17 Daiy Products
new jobs being created this quarter, wijth  Freshvegeiabe
26% of these being women, and 21% bejng  Processed vegetani
youth jobs. To date the Agribusinegg e an Processed Fru
Project has contributed to the creation |of  Feshree Fru
4,236 jobs, which is well ahead of the Yepr Mustrooms
Three target of 3,000 jobs. Herbs

$730,000
$222,000
$629,000

$779,500

$425,000

VII. ACTIVITIES PLANNED FOR THE COMING PERIOD:
Project management and staff will continue to foonsimplementing the Year Three Workplan,
and developing new initiatives. The main focuadivities for the coming quarter will be:

» Continue expanding activities in southern Serbsmagithe Nis office as a base of operations.
» Redesign the Livestock/Meat sector program, td sféf emphasis to meat processing firms.

» Continue supporting the adoption of GHD digesteht®logy, with Lazar and other dairies.

» Select the Association Grant awardees, and fin#tigeyrants to support women entrepreneurs.
» Continue to emphasize Environmental activitieshwiite SPU and CP training programs.

In addition to these efforts, the Project will dooke ongoing support for client firms and the sexto
that the Project supports, as well as continuegatfor international fairs and trade events.
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BERRY FRUIT — Quarterly Report
April 1 — June 30, 2010

1.0 Introduction and Overview

Over the third quarter the main focus of the Agsibess Project’s activities in the berry fruit sect
was technical assistance related to introductiohigii tunnels and development of local expertise
in this new technology to extend season and impouaity and harvest of brumbles intended for
the fresh market. In this period the Project cortgalehe printing of the Serbian translation of the
Cornell University’sHigh Tunnel Raspberry and Blackberry productionnuoa and successfully
implemented the Berry Fruit study tour to Spainwhich ten representatives of berry fruit
producers and ABDS providers, along with the Setiad and a local consultant, travelled to
Huelva province and visited/learned from leadingdoicers and suppliers of the EU market with
fresh raspberries and strawberries. In additiorsedes of local consultant’s field visits and
provision of field advisory assistance to clientanming to apply tunnels was incepted in the
guarter. Over the reporting period the Project iomeid its assistance to the development of
cranberry production, promotion of Serbian valudextl berry products at leading international
trade fairs such as Fancy Food Show in New Yorlgotiations for the application of Ozone
generators in Serbia, etc. As result of a rangassistance activities provided to the National
Association Serbian Blueberry, at the end of tharmu first shipments of fresh blueberries to
Austria and Russia were delivered, while more upongrdeliveries to Germany were successfully
negotiated by the Association.

As a result of the heavy rainfall in May, followég extremely warm weather in early June and
frequent hailstorms at the beginning of raspbeavést season, the total yield of strawberries and
raspberries in 2010 will be 20% to even 30% lovantanticipated, while the fruit quality equally
affected. In anticipation of main harvest in otlweuntries in Europe, demand for Serbian 1QF
raspberry is stagnating and the export prices ateqgite low accordingly. Weather conditions
during the fourth quarter, as well as market charged performance of Serbian stakeholders in
terms of harvest, post-harvest and marketing oj@tvill indicate quite reliably the prospects for
the industry in 2010/2011. Nevertheless, earlyveeles of fresh strawberries and blueberries as
well as growing interest of EU and Russian buyerether fresh berries from Serbia coupled with
efforts to apply new technologies and extend seasomfirm clearly that adding fresh berries to
Serbian export portfolio is both a necessity aniteqachievable growth opportunity for Serbia.

1.1: Strengthen Producer Organizations in the Bery Sector

1.1.1 Training & TA for the Use of New Technologie

1.1.1.1: Training on the Use of High Tunnels foBerries

During the reporting period the printing of the an translation of the High Tunnel Raspberry
and Blackberry production manual was completedsdio Serbian conditions the manual, initially
developed by the Cornell University, has been athpdiy a local consultant hired by the
Agribusiness Project. A total of 500 copies of th@nual have been printed, and it will be used as a
tool to assist with the know-how transfer from U&&d growers and extension service providers to
their counterparts in Serbia. It will also be dimited to interested stakeholders during the
technical assistance and training program aimetkatloping this type of production in Serbia. A
few dozen copies of the manual have already bestrilited during the Raspberry Days festival in
Brankovina and technical assistance activities aotedl by the local consultant and the sector lead.
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Since mid April thru late June Mr. Mihailo Nikoliour Local Consultant continued his assignment
working on High Tunnel Raspberry production. Togettvith the sector lead Mr. Nikolic visited
several clients in south, central and western Sgroonitored local conditions and development
status of recently-established primocane rasplferlys, advised producers on field management
measures to be taken as well as recommended @bteités, types of tunnels and preparatory
activities for high-tunnel and/or shade establishime

Meanwhile the Project has obtained all approvaédad for hiring previously selected candidate -
Prof. David Pitcha from Louisiana State Universdnd it is now at final stage of contracting him
and arranging the trip/fixing specific dates foe thssignment. It is expected that the ex-pat High-
Tunnel Production Consultant will commence hisdiebork in Serbia in late August. While
delivering training & advisory services to projagtents advancing towards the fresh berry fruit
market, he will work closely with and be assistgdvr. Nikolic, the Local Consultant.

As previously agreed with director of agriculturptogram “Znanje na Poklon”, through

broadcasting short videos or interviews with progaff the TV B92 actively joined the initiative

and on several occasions presented the USAID/i®jactivities related to introduction of high

tunnels and thus expanded the reach of the actiVitys useful cooperation is also aimed at
increasing the awareness of growers and businelsssg with berry fruits in Serbia about
opportunities in fresh market and varieties anchnetogies required, and it will be further
developed over next quarter(s).

1.1.1.2: TA for Grantees Adopting New Technologs
As result of the global crisis and the sector’sitin access to loan financing, the usefulness and
appropriateness of grants for introduction and iappbn of new technologies in Serbia has
increased. As a complement to technical assistanddraining activities provided by the Project so
far especially the investment incentive grants womlake possible early application of high
tunnels, modified-atmosphere-packaging or other rteshnologies that would significantly
advance the sector. For these reasons the beitrgéaior lead is still working with relevant Proje
staff on new technologies’ grants scheme developraed its justification to be submitted to
USAID for review and approval. Once the grants paaggets USAID’s approval, the sector lead
will begin planning and delivery of tailored tecbal assistance to the grantees.

1.1.2 Assist Producers to Diversify Their Production

1.1.2.1: Training of Trainers — Blueberry Produdion
As explained in the previous report, based on ntatkanges and identified local stakeholders’
capacities and needs, it was decided by the prtgeatjust the assistance and change the focus
from blueberry production to its marketing and potion. As result of a range of technical
assistance provided so far, over the reportingodehe project’s clients dealing with blueberri@s,
first place National Association Serbian Bluebelrggan achieving significant results in marketing
and export of fresh producgFor more detail please see the Support for theddat Blueberry
Association section of the report).

1.1.2.2: TA for Producers Establishing CranberryFields
Over two and a half weeks in April and May 2010 @ranberry Production Consultant Mr. Robert
Tomesh has conducted his second assignment inaSeithi primary goal to assist first growers of
cranberries in Serbia and support developmentadfnieal expertise in this production. Together
with Jasminka Milivojevic, local consultant and kithe berry fruit sector lead, the consultant
assessed a few larger potential sites and providede investors with recommendation regarding
sites’ suitability as well as about needed landoaration and bed establishment activities. The
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project team in addition visited several cranbegrgwers and cranberry seedlings suppliers and
assessed cranberry plants development and potdig&dse problems, reviewed current status and
potential for development of this production in I8ar and advised the clients’ staff on necessary
irrigation, fertigation and other cranberry bed @g@ment and plant propagation techniques. At all
visited sites it was obvious that cranberries cawetbp very well in Serbia, but the know-how is a
lacking component.

Within the activity the project team organized algivered in early May a series of three training
sessions at three different locations in Serbiarrédi and potential cranberry growers from
different regions in Serbia gathered around a fesmeooperative attended the training in
Belanovica and learned about establishing the eraptbed, its management and plant propagation.
Two trainings were conducted in cooperation withigBede and Kragujevac universities, for
students of agriculture and agronomy. Both traisiatfracted a lot of interest and have recorded
extremely good attendance — over 180 students w€uiyire, university professors, as well as
current and potential cranberry growers from déférregions in Serbia attended. During the
trainings the consultants hired by the USAID Agsimess project, presented specific cranberry bed
requirements and recent practices in the US, alsasgbrovided recommendations for Serbia how
establish cranberry beds and organize its regumragement and plant propagation. Before the
trainings began, the project staff met with offisidrom both universities, who welcomed this
initiative and expressed their eagerness in deugjofurther cooperation with the project. Within
the activity the Project staff introduced the aude to the Youth & Business Plan Competition
programs, and invited students planning to stafbuginesses to take part in the programs.

1.1.3 Improve Management at Producer Organizations

1.1.3.1: Management Training for Producer Orgarzations
The service provider, venues and final curriculemdooperative managers’ training program have
been selected and finalized during the reportingoge The program jointly developed by the
Producer Organization Specialist and the MinistnAgriculture will specifically focus on capacity
building and training for cooperative managers iwerall management of a PO, financial
management and strategic planning and marketings kxpected that training sessions will
commence in mid July, 2010(For more detail please see the Producer Organmegisection of
the report)

1.1.3.2: Support for the National Blueberry Assoation

Recently established National associats@tbian Blueberryvhich gathers blueberry producers and
ABDS providers has become fully operational andtestato serve their members with various
services. As instructed by the Project, the astonia primary focus was marketing and
promotion. In early May the NASB organized a vigit western Serbia for representatives of
German companies Dole Foods and Kopke that speeiali fresh fruit imports and distribution.
Following these visits, arrangements for the exmdrfresh blueberries have been made with
suppliers from Serbia. The buyers also showed aflahterest in other fresh berries, such as
raspberries, currants, blackberries and strawlseraied the association is working with other POs
and developing a network capable in establishisgasuable export of these products.

At the start of the blueberry harvest season, sise@ation organized and delivered via its member
Agros Trade the first ever shipments of fresh béwgbs to Austrian and Russian markets. The
association has also successfully negotiated aysgpptract with a buyer from Germany that will
be executed over the next quarter. As result abuartechnical assistance provided by the Project
and these first practical steps of the associatimer 50% of the total blueberry crop will be
exported to European buyers. In addition, the NABB established cooperation with national and
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regional printed and electronic media, through Wwhicbegan promotion of its primary product —
fresh blueberries as well as the association itselflomestic market(For more detail please see
the Producer Organizations section of the report)

1.1.4 Support for the International Standards Progam

1.1.4.1: Support Intl Standards for Fresh Berris

1.1.4.2: Support for Other International Standaids
To improve their overall competitiveness, produgaldy and access to new markets, the project is
continuing its support to the growth-oriented progluorganizations and companies in the process
of implementing various international standardsroligh a project-wide program launched in
December 2009 the project is covering up to 50%oofulting services’ costs as well as up to 70%
of costs of certification of e required internatbrstandard. The berry fruit sector lead worked
closely with Ag Info and Policy Specialist to inase the berry industry’s awareness of the program
and helped interested clients in properly applyorgcertification grant. Although the global crisis
has hit this sector significantly and most of dghave reduced their investments, the interest
among the berry fruit sector in this program wamsicant. Among 11 applications received from
the berry fruit sector a total of 7 have been appdofrom the Project. The standards sought were
BRC, ISO 22000, GlobalGAP and IFS. After all thettacts have been signed, the implementation
of consulting and/or certification activities hasmanenced. Meanwhile the first certificate has been
handed out to Farmer’'s Cooperative “Domacin” whactcessfully completed certification of
GlobalGAP for fresh red currants. A few more sustidscompletions of the certification processes
for the berry fruit sector clients are anticipatechappen in August 201QFor more detail please
see the Ag Info & Policy section of the report)

1.2: Improve ABDS & Finance Service Delivery

1.2.1 Improve the Capabilities of ABDS Providers

1.2.1.1: Berry Cold Chain Management TA & Training

During the reporting period, the project has nohpleted any activities that would specifically deal
with cold chain management. However, through variother activities such as trainings delivered
by ex-path and local consultants and facilitatibmplication of ozone generators, the project has
helped in improving clients’ knowledge on varioystions to maintain the cold chain as well as in
linking them with potential suppliers.

1.2.1.2: Foster Partnerships for Input Supply to Poducers

As a continuation of the cooperation and partnershih Hargreaves Plants, the Project has agreed
to provide logistic support for their representasivwho will visit Serbia in summer 2010. This
activity will support the Project’s goal to enswé@pplies of new strawberry cultivars and to assist
with introduction of new berry varieties which ageitable for Serbian conditions, and which are
best suited for the fresh markets in the EU. TheyB8ector Lead has finalized a schedule of visits
and B2B meetings with clients (producers, processurseries and ABDS providers) interested in
adding these new varieties and/or products to thenent portfolio.

1.2.2 Assist Clients to Access Financial Resources
The Berry Fruit Sector Lead has not planned angiipeactivities or events related to improving
access to financial resources for sector clientsvéver, he has worked together with the ABDS &
Finance Specialist in planning support and fadifita clients’ access to credit and finance and
provided information on available financing, faahgr and/or export insurance service to interested
clients on an as-needed bagiBor more detail please see the ABDS section ofdpert).
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1.3: Support Sales & Marketing Efforts

1.3.1 Support Client Participation in Trade Fairs

1.3.1.1: Support Companies that Participate in Trde Fairs

Over the reporting period the Fancy Food Show,Serbian agribusinesses major overseas fair,
took place in New York, USA. Among a total of 6 Bian companies that exhibited this year two
clients were coming from the berry fruit sector ko§ojno Co. and Frigo Grand specializing in
sugar-infusion-dried and/or retail-packed frozenribs. Prior to attending the fair, all the
participants received training and technical agets to insure they are well prepared, and that the
exhibit and negotiations at the fair will be suafak During the fair the exhibitors met with
hundreds of their current and potential buyersokéurs, distributors, processors and retail chams,
discuss and negotiate supplies during the 201®Beds result, the berry sector clients reported a
total of 1 million US$ worth potential exports bgimegotiated after the fair(For more detalil
please see the Marketing & Sales section of thertep

1.3.2 Assist Clients to Undertake Trade Missions
The Berry Fruit Sector Lead has not planned angiipactivities related to assisting sector clgent
in undertaking trade missions, other than one &irBwhich is explained in the below paragraph.

1.3.2.1: Sales Exchange Mission to Spain (Hulevadvince)
During the reporting period the Project succesgfutiplemented the Berry Fruit study tour to
Spain, with assistance from World Learning. Tenrespntatives of berry fruit producers and
ABDS providers, along with the Berry Fruit Sectadd and a local consultant, travelled to Huelva
province and visited leading producers and supplidérthe EU market with fresh raspberries and
strawberries. During this four-day activity the fi@pants visited berry fruit fields set-up under
tunnels, as well as grading and packing units ef libst businesses, and they learned about the
details of fresh berry fruit production, post-hatveperations and marketing. Through the provision
of advisory services by both expatriate and lo@aistltants, the Project continues to support to
Serbian berry fruit industry to establish expoftfresh berries to the European market.

As a follow up, several articles on the Study TmuSpain were published in printed media and a
few reports were broadcast on B92 during “ZnanjePoéilon” agricultural program. Within this
educational series introducing the production ofyo&uit under high tunnels and/or hoops, some
of the participants spoke of their impressions frtbw tour, and their plans to apply the knowledge
they gained. In addition, Prof. Mihailo Nikolic (Biz Project consultant for berry fruits) was the
guest presenter on the program and he commentedeoBerry Fruit study tour to Spain. Prof.
Nikolic reviewed the berry production technologybgd in Spain, and explained how Serbia can
proceed to develop the production of berry frumsler high-tunnels, and to expand the export of
fresh berries. During this broadcasts, both Mnalrcevic, director of the program and his guests
emphasized USAID’s support and role in the processl their appreciation for the assistance
provided by the USAID Agribusiness Project.

1.3.2.2: Sales Trade Mission to Italy (Sant’Orsola
To avoid overlapping with the Study tour to Huel@pain, the activity was postponed for fall 2010
or even spring 2011. Given that the overall goatha activity — introduction of early or late
production of berries for the fresh market haslpdr¢en fulfilled during the Study tour to Spain,
the sector lead will consider inclusion of thisiaty into a planned visit to Italy by a group of
clients representing Serbia’s cooperatives se€imal decision will be made upon consultations
with the project’s relevant staff and with intendesst — Sant’Orsola Cooperative.
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1.3.2.3: Market Research and Studies for Berries
Over the reporting period the sector lead continneeds assessments for market researches, both
of individual clients and national/regional POst Ihas not undertake any specific activities or
market studies related to the berry sector. Basedhe needs identified and upon additional
consultations with national POs, this activity wik incorporated into and developed within the
year-four work-plan for the sub-sector.

1.3.3 Provide Technical Assistance in Marketing
1.3.3.1: National Campaign to Support Berry Consuiption

As mentioned under activity No. 1.1.3.2, as reafltthe Project’'s assistance the National
Association Serbian Blueberry developed a promoptsn and within the quarter started its
implementation. Based on first results in establiglexports of fresh blueberries, the association
prepared press releases and arranged a few veryve@oarticles to be published in several
electronic and printed media in Serbia. In ordentwease the awareness and interest of consumers
in Serbia and Europe in cultivated blueberries, @issociation will continue promotion of its
product through media coverage of their work arghoization of various promotional events.

1.3.3.2: Support Development of Fruits of Serbia #sociation
No specific activities aimed at supporting develepinof Fruits of Serbia association were
conducted by the berry fruit sector during the répg period.

1.4: Support Youth & Gender Involvement
1.4.1 Encourage & Support Youth Involvement in Bery Sector
1.4.1.1: Visit Ag Schools to Encourage Future BeyrGrowers
During the reporting period two trainings on CrampeProduction and Propagation Technology
were delivered for students of agriculture at Badlgr and Kragujevac universities. Within the
activity the Project staff introduced the audiernwih Youth and Business Plan Competition
programs, and invited students planning to starthgr business initiative to take part in the
programs. The Berry Fruit Sector Lead also arrdnggh professors from both universities
another two lectures on High-tunnel Raspberry Petidn to be delivered for their students by a
US-based consultant in September, 2010.

1.5: Support Cross-Cutting Functions
1.5.1 Support the Project Grant Program

1.5.1.1: New Technology Grants for Berry Productio

1.5.1.2: New Technology Grants for Processed Bees
During the reporting period the Berry Fruit Sediead continued providing support to grantees of
the Agribusiness Project grant programs to inshiey implement their grants as planned, and that
they timely provide necessary reports and documientaon their grants. Due to increasingly
difficult operations caused by the global crisisl @s limited access to loan financing, both grants
in fresh berries and in higher value-added proddetsglopment have become even more vital for
introduction and application of new technologiesSerbia. For this reason the project staff has
assessed clients’ needs and is currently workinga groposal of the grant program aimed at
supporting implementation of new technologies irrb&m agribusinesses. The proposal will
envision both provision of technical assistance smkind funding from the project to qualified
applicants, and it will be completed soon and stiiehito the USAID mission in Belgrade for
review and approval.

Given the importance of application of new techgads for future development of the sector and
financial difficulties that the sector is facing s well as potential USAID’s non-approval of the
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proposal, the berry fruit sector lead also reviewatincial assistance available from local
authorities that could compensate for project'sepbal inability to fund purchase of equipment.
Cooperation with several municipalities where raads to proceed in this has been identified will
be continued so as to prepare joint programs fosdtond half of 2010.

1.5.2 Support Policy Reform Efforts
Since December 2008 Serbia participates in the OBcBeme for application of international
marketing standards for fruit and vegetables. Basedhe Food safety law, new regulations on
quality of fruits and vegetables are still beingyeleped and harmonized with the standards from
the scheme. To provide for proper application esthnew regulations, the Ministry of Agriculture
will organize trainings and practical exercisesif@pectors, farmers and agribusinesses regarding
marketing standards of fruits and vegetables. Jainject’'s activity with the Ministry, initially
planned for spring 2010, meanwhile has been postbdor late summer/fall 2010. As planned
earlier, the Project will assist in organizing thmining sessions and in increasing private
businesses’ participation and application of relatearketing standards.

1.5.2.1: Training on the Impact of UPOV Membership
Training on the Impact of UPOV Membership was témdy planned for late fall 2009 or spring
2010, and it will be implemented in close relatiorSerbia’s expected official joining to UPOV. As
it is not expected to happen soon, the activity el temporarily postponed so as to coincide with
and be implemented prior to or right after Serbédfecial joining to UPOV.

1.5.2.2: Support GlobalGAP Adoption by Berry Prodiwcers

1.5.2.2: Support Other Standards for Fresh Berries
(For more detail please see the paragraph No. 1labdve and Ag Info & Policy section of the
report).

Other Berry Sector Activities:

In April the berry fruit sector lead met with USDgéonsultants working on development of
capacities of Serbian national network of extenservices. The main subject of the meeting was
cold chain in Serbia. The berry fruit sector leattaduced the USDA consultants with activities
done so far by the project, including the Cold otetudy, and presented current status and planned
activities by the project in the sector. Potenttam for cooperation in chilling berries for thesh
market and introduction of marketing standardsofenry fruit was identified at the meeting.

Agribusiness Project Regional office staff paidsitvto the recently established Cacak office @ th
Italian-Serbian Business Chamber. Project statfwiin their local representatives who explained
that the main function of the office is to prombigsiness cooperation between Serbian and Italian
companies. At the meeting both parties presenteid pinograms, and discussed areas of potential
cooperation. One activity of particular interestthie Chamber’s capacity-building course in anti-
hail protection being offered by their member, agtit supplier “Elestra”. Representatives of the
Chamber also showed high interest in the Culinfila and will inform their offices in Belgrade
and Italy regarding this opportunity. It was corgd that the most promising fields for cooperation
are renewable energy, high-tunnels & anti-hail gcton, and international trade fairs.
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DAIRY PRODUCTS - Quarterly Report

April 1, 2010 — June 30, 2010

Component 1:  Increased Efficiency & Competitivenes of Agribusiness

l. Introduction & Summary

The Project continues to provide support and guidanwithin the Dairy agribusiness sector of
Serbia. Particular highlight of the quarter wasistance in developing framework for application
of new practices and renewable technologies aimechproved efficiency of dairy companies.
However the major highlight of the quarter was uisance within a sector created by unfavorable
weather conditions with high temperature and hutpidivhich led to decrease in milk supply for
15-20%, affecting serious decline in deliveringafirproducts to the market. Vast majority of
farmers and companies didn’'t have appropriate isoisitand tools to enable acceptable conditions
in their farms (sprinklers and ventilators) leadiimgsignificant decline in milk production. This
problem also affected other food industries whighia voiced for controlled import of dry milk,
which wasn’t taken into serious consideration asesult of sectors disturbance on previous
occasion, when dry milk import slowed the industopvn.

[I. ACTIVITIES PLANNED & IMPLEMENTED DURING THE PERIOD:

During the second quarter of Year Three, the Ptaentinued to implement a variety of activities
and events included in the Workplan, and activiaesled or declined in response to changed
circumstances. While most of the activities wemsddl on the Workplan, the additional items, such
as reduction of animal waste pollution by transifgrithe waste into renewable energy, was based
on newly identified opportunities.

Component 1: Increased Efficiency & Competitiversesf Agribusiness

1.0.2 Dairy Products:

One of the main activities was completion of assignt aimed to develop protection of geographic
designation (PGD) status for the Svrljig White Gye&riska.Pogled Dairy, from Svrljig, will submit the
detailed application to the Intellectual Propertifi€®@, and the Ministry of Agriculture, for finalpgroval
and the award of the PGD for this specific typeSefbian cheese. It is expected that this proteafahe
Kriska cheese will allow Pogled to better posititself on the local dairy market, and nationallyveel. In
addition to the economic impact, this activity ngpiortant for the promotion of rural values and itiads in
the Svrljig region. Another assignment, this tineominated with Pirot municipality is also in finslages
and will be completed during the Forth Quarter. i&iry, it is expected to improve the prospectbéese
producers in the region.

T

T ip—— "*f“::a The project implemented Trade Mission to Wiscortsin
provide assistance to Lazar Dairy Company in idigng

the potential for cooperation with one of the beS
Biogas Plant Manufacturers-GHD Company. During the
visit, Lazar Dairy owner and his farm manager weioke

to learn the advantages of the GHD technology and
possibility to apply the same in Serbia. The USAID
& Agribusiness obviously implemented successful tour
since Lazar Dairy received EUR 1,000,000 loan from
Societe General Bank for introduction of renewable
energy technology. The project support in feasbili
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study and a tour in US showed the return on investrfor 3-4 years which attracted Dairy owner to
invest in such facility. Although it is a promisistart, being the fact that the new law still doekave
any such activity completed, the USAID Agribusinga®ject wil continue to support the Dairy to
overcome potential administrative and legal basrier

In addition to Lazar Dairy Plant, the USAID Projecmpleted another three feasibility studies during
the quarter, showing the investment prospects furydivestock clients like Kuc Dairy, Almex
company and Neoplanta slaughterhouse.

The USAID Agribusiness Project continues to providapport in implementation oDairy
Management Software and Trainings for technicdf staSabac, Kuc, Mladost and Granice dairy.
To date IV out of V modules are completed.

[ll.  SIGNIFICANT PROBLEMS ENCOUNTERED DURING THE PERIOD:

During the quarter the Project did not encountey aignificant implementation problems that
disrupted or delayed the implementation of actgitor events. There were a few items that have
caused minor problems for the Project, and thesdeaummarized as follows:

Delay in implementation of short term technicalistssice programs such dairy hoof treatment,
mastitis prevention, linear scoring and Al trainipgogram and ABDS study tour to Czech

Republic. These programs were postponed as a mdsutigoing efforts to establish Dairy Industry

Association or Permanent Training Centers to pmwudtitutional umbrella for the trainings, rather

then having individual activities. Also, suggesteining schedules conflicted with the availability

of consultants or trainees (farmers involved irsseal works)

These have been the main issues that have ariseig doe quarter, but as was stated above none of
them has caused any significant disruption to Bta@gents or activities. During the course of the
guarter the Project was able to continue to ma&grpss in these areas.

V. ACTIONS TAKEN TO RESOLVE PROBLEMS ENCOUNTERED:

The program dairy component continues to be inmeatnd creative in approaches to
implementation issues and problems, and the iteerstioned above. The specific steps taken to
deal with the issues raised above are as follows:

Instead of delivering individual trainings the mdj is exploring the interest among dairy
stakeholders, municipalities and regional/municipetitutions (LED offices, Centers for Rural
Developments etc) for the formation of Permaneaihing centers for farmers primarily, but also
other technical dairy staff. As a result the pcojeentified opportunity to setup permanent tragni
farm-center in Lapovo (belonging to Kuc Dairy) #uc and Mladost dairy contract farmers which
is majority of supply in Sumadija region, The paijes being supported also by Ministry of
Agriculture and both dairies.

V. |IMPORTANT OBSERVATIONS REGARDING |MPLEMENTATION :
A number of important observations regarding Projeplementation have emerged during this
past quarter. In summary they include the follayvin

1. This year has been characterized by extreme weetinglitions which delayed some of the field
works, thus affecting planned technical supporesdcite;

2. The financial crisis affected dairy industry, adlives, other food industry companies, limiting
their capacity for additional investments, espégim developing stable raw milk supply base.
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Some of the dairies are positioned in regions wieagrity of suppliers are over 60 years of
age, which is forcing dairy to develop its own fafioazar Dairy);

3. Lack of Ministry guidance or policy; Ineffectivelaenforcement; EU standards not known
fully; No central milk lab; No national associatgoare reasons which slow down the change in
the sector;

4. Late payment from buyers, esp. institutions; Latkrdorceable contracts with producers, Lack
of affordable credit, esp. if world credit crisisntinues; Cash-flow crisis from late payment
also limit dairies and farmers to invest in devaigpefficiency.

5. At the very end, the project remain to be on tgatrcourse in promoting positive change in the
dairy sector as referenced with Ministry of Agritue STTA Steve Goss presentation on
opportunities in the sector, where is stressed itapoe of development of Permanent training
centers and Dairy Association on one side and dpugj clear sectors strategy and operational
activities by the Government.

VI. ACTIVITIES PLANNED FOR THE COMING PERIOD:

Project will continue to focus on implementing aities as laid out in the Year Three Workplan,
and on continuing to develop new Project initiasiveThe main focus of activities for the coming
quarter will be:

» Continue implementation of the plan for expandingjétt activities in southern Serbia.

e Support development of Permanent Training Cent&uimadija and similar future initiatives
» Support the adoption of the GHD digester technoldk Lazar and other dairy firms.

» Continue to emphasize communication activities, exghnd the use of high-profile events.

In addition to these efforts, the Project will donke ongoing support for client firms and the sexto
that the Project supports, as well as continuegaufor international fairs and trade events.
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LIVESTOCK — Quarterly Report

April 1, 2010 — June 30, 2010

Component 1: Increased Efficiency & Competitivenes of Agribusiness
OBJECTIVE 1.0: ComMMODITY ACTION PLAN SUB-SECTOR ACTIVITIES

Over the course of the third quarter the AgribussnBroject continued to implement the technical
training program for livestock farmers being praddby “Agrar Kontact”, and the Project
continued to evaluate and assess the strategy iaectiah for the livestock sector, given the
significant challenges facing the sector at thigeti During this quarter “Agrar Kontact” completed
the two remaining training programs as part ofrtjpeogram. These programs were implemented
in Vranje and Pozarevac this past quarter, witenatince once again being much higher than
expected. In Vranje 60 farmers attended the mmginend 93 students also participated. In
Pozarevac 39 farmers attended, and 87 studenisipated. The review of the Livestock/Meat
sector strategy has led to a significant changeourse for activities in this sub-sector. In the
coming year the Project will shift the focus to #§l®amedium scale meat processors to develop a
group of firms that can become key Project partndiise Project will support these firms in their
efforts to grow their markets, both internally amdernally. The assistance will focus on processed
meat products, based on both beef and pork, wigaracular emphasis on those products that are
seen as uniquely and traditionally Serbian. Thejet will undertake a variety of technical
assistance activities for these companies, witeraphasis on the use of local service providers as
much as possible. The Project will also work witie key firms to support the creation of a new
Meat Processor’s Association that can effectivejyresent the industry to the Serbian government.

The Agribusiness Project also undertook a revievihef goals and objectives of the Livestock
sector program, and has developed a revised ptahifosector which will be undertaken in Years
Four and Five. With this shift in strategy, theoject will focus on small to medium scale meat
processors, and seek to develop a core groupro$ fihat can become key Project partners. The
Project will develop close working relationshipstiwthese firms and seek to identify those firms
that can become models for others. The Projedtsupport these firms in their efforts to grow
their markets, both internally and externally. Essistance will focus on processed meat products,
based on both beef and pork, with a particular exsishon those products that are seen as uniquely
and traditionally Serbian. The Project will un@ddwet a variety of technical assistance activities fo
these companies, with an emphasis on the use alf $ecvice providers as much as possible. The
Project will also work with the key firms in thecter to support the creation of a new Serbian Meat
Processor’s Association that can effectively regméshe industry to the Serbian government.

The Project will use technical training sessiorddhn Novi Sad, Cacak and Nis, to bring together
the key meat processing firms and to provide theith wformation on new products and
technologies that can assist them with their bissineThe Project will bring in an American meat
processing consultant for these meetings, andwWollp the meetings the consultant will also
conduct one-on-one assignments at those meat pgamysewho are interested in more in-depth
assistance from the Project. The American consiNtdl be paired with a Serbian meat processing
specialist, to effect a transfer of skills and daliges. These meetings will also be used to prten
the idea of a national meat processing associatioggenerate the support of the more influential
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members of the business for this idea. As a follmato these meetings the Project will support
travel to Sofia or Bucharest for a small group @atprocessors to visit with the meat associations
that were established in those countries with e from USAID projects. Such a visit would
provide the Serbian companies with a good modellferdevelopment of an association, and good
ideas for the eventual purpose and objectiveseafisociation.

In addition to the direct TA the Project will comiie to promote appropriate grant programs to the
meat processing firms. These would include therhdtional Standards grants (a number of meat
companies have applied for the second round ofréBtg), and the Marketing & Packaging grant
program. The Project will also support the paptition of select meat processing companies at
regional food trade fairs (ie in Macedonia, Albaniosnia, Croatia, etc), and the Project will
support inward buyer Missions should that be apiatg
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HERBS & MUSHROOMS - Quarterly Report

April 1, 2010 — June 30, 2010

Component 1:  Increased Efficiency & Competitivenes of Agribusiness

OBJECTIVE 1.0: CoMMODITY ACTION PLAN SUB-SECTOR ACTIVITIES

Over the course of the past quarter the Agribusif@sject continued to shift the emphasis to the
herb sector, focusing on export markets and theeldpment of a national herb processor’s
association. One of the main achievements thistgguavas support for three herb companies, all
members of the “Serbian Flora” Association, to utalee a trade mission to the Tea & Coffee
World Fair in April. The Sector Lead, together hvitepresentatives from Macval, Herba, and
Fructus, attended this fair and successfully cotedlemew sales transactions. As a result of this
activity, contract sales of $310,905 were signedhigge firms, and an additional $340,200 of future
sales are under negotiation. In addition, the Wélhd Mushroom Association “Forest Fruits of
Serbia” has now been officially registered. Threrb & Mushroom associations have applied for
grant program assistance from the Project, whicthésnext step in strengthening these national
level producer’s organizations.

Other major achievements in the Herb & Mushroomtmemncluded: four companies have
successfully implemented 1SO standards, four comgahave introduced new packaging and
marketing programs, and the Project signed elevmm Grant Agreements for the introducing
relevant international standards. Herbs and Mushrsab sector is one of rare sectors where heavy
rains during spring and early summer had posithfeiénce on yields, especially regarding wild
mushrooms. Although, lot of rain is good for wildisinrooms, lower temperatures then an average
hold back yields to be even higher.

1.1.1.1: Support Clients with Marketing & Promotion Grants

A number of Herb & Mushroom sector companies havmpeted activities to improve their
packaging and marketing activities. In particuthe Fructus Company, under the terms of grant
no. Grant IC-FY-3-7 Design of new packaging foriwas tea products (see photo at the right) and
web-site development successfully completed theajept in April, 2010. USAID reimbursed
$14,000 to Fructus Company while they invested @3l for printing. Total $210,000 of sale is
achieved thanks to the Project assistance and Yuletime jobs are created so far. Furthermore,
thanks to new packaging Fructus is negotiating BxXpo
new buyers from Slovakia and Poland. Once tf
contract the export Fructus plan to purchase 1
packaging equipment worth 250,000 EUR beca
current capacity of 50,000 tea boxes per day vatlbe
enough to satisfied additional demand.

The Melisa Farm Company from Apatin finalized @
activities and prepared reports regarding projEeEY-
3-3 New Visual Identity for International Markets
USAID reimbursed $6,300 to Melisa Farm Compahy

while they invested $6,700 for printing. Total $a®0 of sale is achieved thanks to the Project
assistance and 2 new full time jobs are creatddrso Product images for Melisa Farm are shown
on the following page.
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The Rick’s Technologies Company, under the termgraht no. IC-FY-3-4 ERIARIEFHEIEW
Improved New Packaging for Mushrooms and MedicalrbldeProducts
successfully completed their project in May, 2008AID reimbursed $6,138 ta
Rick’'s Technology Company while they invested $28,0for printing and
development new visual identity. Thanks to the &gbjassistance Rick’y"
Technology'’s sale is significantly increased salt$80,000 of additional sale i
achieved and 1 new full time job are created so far

Finally, the Macval Company successfully completesir project under the terms of grant no IC-
FY-3-6 Improved corporate image, new packaging andumbrella brand name development.
USAID reimbursed $22,950 to Macval Company whileythnvested $ 32,558 for printing and
promotions. Thanks to the Project assistance Mac\slle is significantly increased so total
$215,000 of additional sale is achieved and 10 fudMtime jobs are created so far. Furthermore,
thanks to new packaging Macval is increasing.

Annex 2 - Subsector Activity Reports Page 14



USAID Serbia Agribusiness Project — Quarterly Report — Apr-Jun 2010

1.1.2.2: Support the Development of Herb & MushroomAssociations

In work with national Herb & Mushroom Associatiorthe Project indentified tree associations
recognized as key partners and leverage pointsojed®s work on sector specific activities. Those
are new Wild Mushroom Association “Forest Fruits Sdrbia”, National Association of MAP
Collectors "Dr Jovan Tucakov" and National Assaomtof Herbs Processors and Exporters
“Serbian Flora”. They applied within the Grants gham for Associations and they are all
preliminary approved and considered for furtherieevand evaluation. The main activities they
applied for are to: address policy issues, tradesioms, study tours, fairs, web site and visual
identity, become member of similar internationalsasation, international campaign and
promotion, target market and commodity research&ttal value of budget for conducting these
activities is $158,519 while proposed USAID shar&124,951. This is first phase toward “sectoral
transformation” all in order to have lasting impact

The goal is to make these associations sustainabte/e, and strong enough to become a key
partner with the Agribusiness Project, and to avalht take over the functions the Project is
fulfilling, and to carry on these activities onée tAgribusiness Project ends.

1.1.3.1: Support Standards Program for Herb & Mushroom Clients
Implementation of the first cycle of the standaadi@n program is completed. Four Herbs and
Mushroom companies have successfully implement@dst&ndards.

» Bilje Borca Company has passed the final certificatwudit for the introduction of the 1SO
22000 standard and completed their project undetaims of grant no IC-FY-2-18 ISO 22000
for Bilje Borca. Thanks to the support, they repdrone full time employment and $20,000 of
additional sale. Since certification is just com@temore significant increase in sale is expected
by the end of year 2010.

* Macval Company also successfully completed 1ISO @af#tification under the terms of grant
no IC-FY-2-33 ISO 22000 for Macval Tea. Thankshe support, they reported two full time
employment and $20,000 of additional sale.

=
Pl

* Uca received a grant from the Agribusiness Proj@ctsupport the T R ()

S68

introduction of the ISO 14001 standard under theseof grant no IC-FY-
2-36. Thanks to the support, they reported one tiole employment.
Since certification is just completed more sig@ft increase in sale i
expected by the end of year 2010.

150 14001:2004

* Finaly Adonis Company has passed the final cedtiiicy audit for the
introduction of the ISO 22000 standard and comgidteir project under G sossodod
the terms of grant no IC-FY-2-17 Introduction 0022000 to Adonis. '

1.3.1.1: Support Companies that Participate in Traé Fairs

The Project provided support for the participatigda Company at the Fancy Food New York
international trade fair and MIHAS Fair Trade, Indgia. As a result, Igda is negotiating sales
$250,000 worth of dried mushrooms

Total 7 H&M companies confirmed participation atli@aria Fine Food Fair. Those companies are
Fructus, Macval, Bille Borca, Marni, Interfood 6G&trela and Igda. Several other are still
considering participation at the fair but they neadditional information regarding buyers’
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attendance in order to make final decision sinagy thre looking for foreign buyers only. In
addition, Strela Company requested to exhibit@t3hlon del Gusto food show in Turin, Italy.

1.3.2 Assist Clients to Undertake International S&s Missions

Based on a need for supporting to two herbs comepaféerba and Fructus to conduct trade m|SS|on
in Tea&Coffee World Cup Europe Fair in Wienna, AigstSector | '
lead join them in order to help them negotiate amake export
agreements. The Fair has been held in Vienna bateel 25th

and 27th 2010. Third company Macval from Novi Sathg the
trade mission as well. All tree companies are membéthe Herbs
Association “Serbian Flora” As a result of this iaity total

contracted sale, at this moment is $310,905 aral &zile under (S
negotiation is $340,200. Main reasons for suchsaigs lie in the |
fact that most of the meetings are prescheduledraithegotiationsjis
with some companies are made at the fairs AgrilessinProject
supported last year like VitaFoods Fair, Geneva Wratld Food, Moscow. Companies jointly
contracted and negotiated above mentioned sal®$t ofi the cases.

ops ol B

calw

Approximately 70% of the sale will be delivered Byucus Company but they will need a support
from other members of the association in order eetibuyers demand in terms of quantity. For
some commodities, like nettles sting, delivery sthrt within next few weeks. Main objectives of
the trade missions are achieved i.e.

1) Assess international market demand, competitiod,prices;

2) Observe, and learn about, the latest trendsaimidustry,

3) Establish contacts with buyers of semi-procesaed finished, products,

4) Make contact with input suppliers (especially legredients and equipment) and
5) Contract for sales with buyers they are alraagtyotiating with.

Finally, they had meeting with several equipmenppdiers to identify, and purchase, new

technology. They had shown high interest in newigggant from Japan for making pyramid tea

bags and equipment from Italy for packaging clagsécbags in envelope. The photo at the right
shows Svetozar Petrovic, the owner of Fructuhafdir examining new equipment from Japan for
making pyramid tea bags. There is a range of priceshe equipment (form 90,000 EURO to

500,000 EURO) depending on the capacity so companill conduct cost benefit analysis based
on which they will decide which equipment is moshéficial for them.

1.5.2.1: Support Standards Adoption by Sub-SectdClient Firms

The Project has solicited a second cycle of thedstalization program. The Project signed eleven
new Grant Agreements with following Herbs and Musim stakeholders for the introducing
relevant international standards: INTERFOOD 20 al,oCENTROPAK d.o.0., DRINA PAK
d.o.0., MALINA IMPEX d.o.0., INTERFOOD 60, HERBA alo., PG Bojan Zivkovic, BETULA
d.o.o., PG Ljiljana Petrog¥j Marni Mushrooms d.o.0. and OMEGA d.o.0.
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TREE FRUIT — Quarterly Report

April 1, 2010 — June 30, 2010

Component 1: Increased Efficiency & Competitivenes of Agribusiness

1. AsSISTAPPLE PRODUCERS TO REDUCE PRODUCTION COSTS

1.1: Training & TA on Apple Fertigation Technology
As a continuation of this activity and in coopevatiwith Fruits of Serbia Association and two
ABDS providers, Aquaduct and Agroferticrop, the bgsiness Project has, in printed the Manual
on Fertigation and Irrigation of Apple crops by foBrian Boman from the University of Florida,
who was performing this assignment in Septembe©20be Manual contains advice on best
practices for applying irrigation and fertilizatioechnologies for apple crops with the main goal to
recommend ways for reduction of production coske Manual has been printed in 500 copies, out
of which 400 will be distributed to clients (indddal farmers and companies) of these two ABDS
providers involved in distribution and consultarmy irrigation and fertigation technologies. The
remaining 100 copies will be delivered to Fruits S#rbia Association and distributed to their
members involved in apple production.

1.2: Trainnig on Apple Harvest/Postharvest/Storage
Although this activity was planned to take placst jnefore apple harvest period, there have been
some developments concerning apple post harvestrteaits that also need to be incorporated in
this activity. Namely, the Project has been activeupporting activities leading to introduction of
SmartFresh technology into Serbian market. Thibrtelogy originating from the USA is aimed at
maintaining quality of freshly harvested apples amduires treating fruit before placing it in
storage.

Since application of this compound is closely catee to applied harvest and postharvest
techniques, trainings on Apple Harvest/Posthar8éstage will be connected to application of
SmartFresh compound after the product is officiaflgistered for use in Serbia. Therefore, since
the additional goal of this activity should be t@pare apple industry stakeholders for using this
product, it is suggested for the activity to be exdnto the Year Four.

2. SUPPORT DEVELOPMENT OF SUB-SECTOR PRODUCER ORGANISATIONS

2.1: Increase Capabilities of Tree Fruit Cooperaties
In cooperation with the Ministry of Agriculture, éhBusiness Training Program for Cooperative
Managers will take place on two locations - in Za@m on July12-13, July 21-22 and July 26-27)
and in Zlatibor (July 15-16, July 19-20 and Jud¢3D).

Goal of this training is to improve managerial skibf cooperative managers as well as financial
planning, sales and marketing abilities of respgaestooperative members and employees. All the
cooperatives to be present at this training appth the criteria requested through a public call
issued in the second quarter of this year. The Hmit Sector will be presented by cooperatives
ZZ Vocko, ZZ Slankamenka and ZZ Prima.
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2.2: Assist Apple Cooperatives to Manage their Pragttion

As per the assignment by STTA Chris Watkins rdm@r organization of apple harvest,
postharvest and storage processes within appleimggoeooperatives, recommendations and the
Manual for best practices in apple handling and Wt@rage were submitted to the cooperatives
that were taking part in this assignment - ZZ Vqcka Prima, ZZ Slankamenka, ZZ Domacin and
ZZ Cacanska jabuka. The main goal of the assighiaet advice presented in this manual is to
help managers and members of these cooperativescmmplish better organization of apple
harvest and postharvest processes as well as eonptish higher technical performances of using
ULO atmosphere during storage in order to raisdityuzt stored fruits and reduce storage costs.

2.3. Assist Tree Fruit Coops with Cost/Benefit Anaisis
The activity aimed to assist cooperatives in cngatiost-benefit analysis necessary for purchasing
equipment on the example of anti-hail nets presemehe Y3 Work Plan for the Tree Fruit Sector
will be conducted in cooperation with the Policysscutting component. Two components will
cooperate in performing the Study on Impact of WeatConditions on Agriculture in Serbia and
Modality of Anti-Hail Protection. The specific emgdis will be given to various solutions for halil
protection in the tree fruit sector, in particuarti-hail nets together with the cost benefit asialy
of purchasing nets. The study should provide bdsicestablishment of the efficient market driven
system of the anti-hail protection, reducing th& lncome due to losses in agricultural production,
as well as contribute to the improvement of contppetess of the agricultural sector.

The Policy team and the Tree Fruit Sector Lead ltawvelucted several interviews with potential
consultants encompassing representatives of thalfleplydro meteorological Service, and of the
private companies engaged in developing new systehmail suppression. During the following
weeks, meetings with several professors from tteailBaof Chemistry will be conducted and final
decision made on the proposed consultant for thdySOver the past months, Serbian agriculture,
especially fruit and vegetable sectors, has sudfsrgnificant losses due to the heavy rainfall and
hail occurrences.

3. ASSISTCLIENT FIRMS WITH INTERNATIONAL CERTIFICATION PROGRAM

3.1 Support Tree Fruit clients with International Standards
After the Public call for Project's Program forroduction of international standards has been
completed, additional review boards for complimenth requested criteria site visits of each
applicant were performed by the Sector Lead. Iroatance to the information gathered during
visiting and interviewing applicants, the total B8 applicants from the Tree Fruit Sector were
recommended for signing Grant Agreements for Ptgjestipport in introduction of international
standards. Out of these, 9 companies and 2 coopatill introduce ISO 22000, 1 company will
introduce IFS standards, while one cooperative and individual producer will introduce
GlobalGAP into apple and redcurrant production.tAd beneficiaries that will receive grant money
for this purpose will be provided with the suppoftthe Sector Lead during implementation of
projects that will last during the Quarter 4 of &3d Quarters 1 and 2 during the Year 4.

4. IMPROVE ABDS & FINANCE SERVICE DELIVERY

4.1: Incorporate Local ABDS Providers in Project Activities
In order to raise capacities and create a moraisastie environment for providing consultancy
services to producers, suppliers of irrigation pqent and fertilizers have taken part in creating,
printing and distributing the Technical Manual ongation and fertigation of apple crops.
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5. SUPPORT SALES & MARKETING EFFORTS

5.1: Support Tree Fruit Clients with International Trade Fairs
During the third quarter, in cooperation with SarbiHalal Agency, the Project has provided
support to agribusiness companies to exhibit theducts at MIHAS Trade Fair in Malasyia. At
this fair, the Tree Fruit Sector was representati Woodland and Royal Eco Food companies that
have exhibited their processed products. More métion on this trade fair can be obtained from
the Sales&Marketing Team Quarterly report.

5.2: Provide assistance in marketing and creatinguyer linkages

The Tree Fruit Sector Lead has been contactingsedieneficiaries in order to present Culinaria
fair and explore potential interest among compatuesxhibit at this fair. The Agribusiness Project
is supporting organization of this fair that witlke place in Belgrade, from September 23-25 and
will present Serbian producers of fine and speciaibds. Since production of fine foods within the
Tree Fruit Sector is rather limited in Serbia, thare approximately 10 companies from this sector
who could present their produce at this type of. fRroject's clients that have confirmed their
participation at this fair are Desing, FoodlandgBurruit, Royal Eco Food and Agranela.

6. SUPPORT YOUTH & GENDER INVOLVEMENT

6.1: Encourage & Support Youth Involvment in the Tree Fruit Sector
As part of the activities of Project's Youth Pragravarko Vasic from Lipolist has signed the grant
Agreement for receiving support in purchasing emgpt for drying tree fruits, plums in the first
place. The grantee is currently preparing thewsftere the facility with the equipment is going to
be located.

7. SUPPORT CROSS-CUTTING FUNCTIONS

7.1: Support the Project Grant Program
As per the Grant Program for Agribusinesses Assiocis that has been opened by June 3rd, the
Tree Fruit Sector Lead has together with the POpmomant Specialist been providing assistance to
agribusiness associations from the tree fruit seittat were interested to apply for this program.
After the preliminary board of review and providingquested additional information and
clarifications, the final review process will taptace. Out of 15 associations that have passed the
preliminary review board, four of them have applfed support to activities that are connected to
the tree fruit sector. The Sector Lead will folloyy continuation of the review process and provide
support to associations when necessary.

7.2: Assist Marketing & Packaging Grantees as need
As per the Grants Program for support to marketamgl promotional activities of Serbian
agribusinesses, four beneficiaries from the traé frector - ZZ Vocko, Vino Zupa, Foodland and
Foodex - have completed their activities specifiredrant agreements and have received financial
reimbursements accordingly.

1. ZZ Vocko cooperative has developed website, margetnaterial, new packaging with
cooperative logo and labels for fresh produce thahainly exported. Developed novelties in
marketing presentation will make ZZ Vocko and thgioducts recognizable at Russian and
local market and contribute in attracting new bsyek new buyer from Russia, has already
contacted Vocko thanks to their website. Negotietithat followed have resulted in contracting
fresh fruit delivery worth USD 670,000.

2. Vino Zupa has completed the design and productidgheowebsite, promotionaland marketing
material and product packaging. Results accomplighe to this moment refer to two new
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employments, while increase of sales of producteein packaging is projected to USD 250,000
- 300,000 in the coming year.

3. Foodland has completed redesign and productioheofMebsite, leaflets, product line logo and
labels for new and existing products. Accomplishesllts refer to increase of sales for USD
124,000 comparing to last year's quarter and 10jabsv

8. OTHER ACTIVITIES

8.1: Assisting in_introduction of new apple postharest technology to Serbian market -
cooperation with Agrofresh company

Project's activities of preparing environment fareduction of SmartFresh technology into Serbian
market that have started in the last quarter haveirmued in Quarter 3. Namely, after producer
organizations involved in apple production haveregped the need for the compound used to
maintain fresh fruit quality during storage, th@ject has contacted representatives of US company
Agrofresh that is the producer of SmartFresh chahtltat is registered and applied in the number
of countries. In cooperation with the PO compontrd, Tree Fruit Sector Lead has organized visits
of Mrs. Gocha (Agrofresh Marketing Manager for Euep and Mr. Cucchi (R&D Manager) to
Serbia. Agrofresh representatives have been infdrigout characteristics of Serbian apple
industry and the existing need of it's stakeholfi@rSmartFresh to be registered and applied during
postharvest processes. During the three visits gfoftesh representatives, The Project has
facilitated a number of meetings between them aegpansible parties of the Ministry of
Agriculture, Agricultural University, apple indugtrepresentatives and potential service providers
that could represent Agrofresh in Serbia and talee of the registration procedure. The goal of
these meetings was to provide Agrofresh with infation on the registration procedure and
capacities of local ABDS who could be responsibler forganization of Smart
Fresh application in Serbia.

Finally, during the last visit of Mrs. Gocha to Bedde, the Project was informed that SHS
company will officially represent Agrofresh in Sexpwhile another ABDS provider, ProFruit
company that was suggested by the Project, willrdsponsible for organizing application of
SmartFresh in Serbia. Further possibilities of &t§ assistance are in contribution to preparing
cooperatives involved in apple growing, posthanast storage and other stakeholders from apple
industry for applying new technology.

8.2.: Ambassador visit to ZZ Vocko

US ambassador in Serbia Mary Warlick, together wiitt USAID Mission director and other
USAID officials has visited the Vocko cooperative Tavankut near Subotica. Since 2002.,
USAID's projects have provided different kinds apport to this cooperative whose members are
involved in tree fruit production, storage and neditkg, like assistance in cooperative registration
and purchase of working equipment. The Agribusirf@sgect has provided them with financial
assistance for development of cooperative's pramatiand marketing material and trainings and
advisory services to cooperative's manager and mendn the subject of apple production and
storage technologies. Future cooperation betweerPthject and ZZ Vocko will refer to trainings
on cooperative management, strategy planning awahde, marketing and sales. Besides, trainings
for cooperative members on apple harvest managemginfollow. Vocko is also a part of
Fruitland Association of tree fruit growing coopiras that has applied for the Grant aimed to
evaluate potentials of these cooperatives to gmomessing technologies.
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8.3: Presentation of Project's activities in Loznia

Together with the Deputy COP and PO Specialist, Tiree Fruit Sector Lead has conducted a
presentation on sector activities as part of therall presentation of Agribusiness Project. This
presentation was hosted by the Municipality of Loanwith the main goal to inform local
agribusinesses on Project activities and potentidéntify new clients. The official part of the
presentation which was attended by 48 people whkswved by intense discussion.

8.4: Feasibility study for tree fruit and vegetabls processing

As per the request of Agrar Komerc company towaltus Agribusiness Project to provide

assistance in introducing added value products his tompany that would enable sector
development in the area of Smederevo, the actofifgerforming an adequate feasibility study of
most suitable technological processes to be intrediinto Agrar komerc will take place during the
second half of June and July. The main goal of feasibility study that will enable processing of
2nd and 3rd class fruit will be to introduce newueaadded products, raise income of Agrar
Komerc's suppliers by 10%, create additional 4 waylpositions and raise sales values.

8.5: Preparation of activities for the Year 4

In the past period, the Tree fruit Sector Leadlheen working on identifying activities that will be
performed in Project's Year 4 and preparing grotordtheir implementation. The outline of
activities planned for Year 4 has been present&A& Retreat that took place from May 24-27.

Due to raising interest for sweet cherry productiorSerbia and as per the request of Belgrade
University of Agriculture for support in organizaii of the conference on Sweet and Sour Cherry
Production, the Tree Fruit Sector Lead has beerkingron preparing this activity in terms of
identifying and contacting STTA to provide the gssnent regarding sweet cherry production and
defining the level of contribution to organizatiohthis conference.

Also, the sector lead has been working on creaéngironment for addressing sour cherry
production in South Serbia by meeting and interuigvwsour cherry producers, purchasers and cold
stores that would be interested in taking parhesé activities.

8.6: Consequences of weather conditions on the tré&eit sector in Serbia
In the past month Serbian agriculture was badlgca#id by heavy rains, storms, floods and hail that
have caused the greatest damage to fruits thabhaakested currently (sour and sweet cherries).

Other crops that are in the very ending phase @éning :
(plums, peaches) and apples are affected by futigehises tha tsvmpto’f"s of fungal disease on sour cher
will contribute to quality reduction.

Sour cherry yields in both main production areasSarbia -
Macva and the South of Serbia - are from 30-50%elothan
last year, while the quality is not optimal. Therghase price
for sour cherries has reached USDO0.5 per kilogramchwis
almost three times more then in the past year.h &uugh price
is, however, not the result of high quality, butlofv yields.
Cold stores involved in sour cherry purchase ateigtmoment
satisfied with fruit quality, but are concerned abthe obvious
lack of produce that can meet their buyers' quadiuirements.

Annex 2 - Subsector Activity Reports Page 21




USAID Serbia Agribusiness Project — Quarterly Report — Apr-Jun 2010

Main harvest period of plums and peaches is exgaaoteoming days. Status with these crops is
more satisfactory comparing to sour cherries, utidercondition that fruits were not hit by hail.
Areas hit by hail and heavy wind suffered up to 7@damage to fruits.

As far as apples are concerned, it is expectedhieagield will be 25% - 30% lower than last year,
depending on the area. The biggest problem ireapmghards at this moment is great susceptibility
of crops to fungal diseases which reduce fruit itysal In order to maintain quality, additional
sprayings (3-4 more then in a "normal" seasor) laging applied which directly increases
production costs and does not guarantee the hatsgtrality after all. Due to these plant protentio
measures that are applied, some producers aretexpémwer yields of higher quality that will
result with higher price then last year, while samtigers are expecting both yields and quality to be
lower than in the 2009.

Taking into consideration the overall status in thee fruit sector at this moment, it can be

concluded that yields of all tree fruit crops areace expected to be lower for 20 - 50% percent
depending on the crop and the growing area. Besgledity of sour cherries is also lower then

usual and quality of apples as well is expectdakettower in some production areas.

While expecting forming of purchase prices and nmation about Serbia's main competitors,
producers and exporters will also be concerned tafpoality parameters that will be imposed by
their final buyers because the percentage of assdtuit is going to be lower then anticipated.

The situation in Poland, as Serbia's main compdtittree fruit production, is similar - the countr
has also been hit by heavy rains and hailstormtshidnée caused yield reduction. However, Poland
still has stored apples from the season of 2008, s@gnificantly higher tree fruit production
comparing to Serbia.

End of harvest and the very start of exporting @egduly and August) will provide the definite
picture of the potential for exporting tree fruibfn Serbia in the season 2010/2011 and sector's
position at the market. However, it is positivattlyields will be lower and there is going to be a
lack of quality tree fruit at the market in the damm season which will surely affect processing
sector and final consumers as well by causing asaef price.
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VEGETABLES — Quarterly Report

April 1, 2010 — June 30, 2010

Component 1:  Increased Efficiency & Competitivenes of Agribusiness

OBJECTIVE 1.0: ComMmMODITY ACTION PLAN SUB-SECTOR ACTIVITIES

The previous period in the vegetable sector wiltaiely be remembered both by the producers and
processors, and its implications directly felt ire tfollowing year. The extensive rainfall which
caused the floods, decimated this year's crophenentire country. Experts estimate that this year
will be the worst one for the vegetable sectoraarng. Certain cultures, such as watermelon, melon,
and pepper, have destroyed on over 80% of plamessaThis is important to mention as precisely
these products are exported unprocessed.

Peas for industrial processing (freezing, pastatiaa) proved to be in slightly better situatios, a
larger part of the raw product was ensured. Theeprior fresh consumption have significantly
increased in relation to previous years even thiabhg quality of products has decreased, which is
a certain indicator of current state, or the relaghip between supply and demand on the market.
The producers find themselves in a difficult sitoaf as it is already apparent that sufficient
guantities (or quality) of raw materials will nog pprovided.

This will primarily influence the export productgsepper, sugar corn, root vegetables, etc.), which
were placed on markets of Russia and European Urbah also the neighboring countries.
Prolonged wet and humid periods resulted in thecgse in various disease on vegetable cultures,
causing the increase in the use of protective otedrpreparation, which, again,, will influence the
increase in the price of these products. Theselsrenll affect primarily mostly mass production of
so-called root crops. According to preliminary esttes, the yields will be decreased up to 40%,
depending on the region (South-Backa 30%, NorthkBa®5%, Morava region 40%, etc.). The
reason for such drastic losses lies in the fadttthzers have largely decayed after spending o2er 7
hours in water / in certain cases, areas were undtar for over 20 days. Unfortunately, this year
continues to be difficult for producers, who failedensure their production due to high prices.

Activity 1.1.1: Food safety standard implementatia.

In the previous quarter, processes of standarddattion, which were initiated in the Year 2 of
Project implementation, have been completed. Thisue for companies that deal primarily with
vegetable processing, with the goal of improving tjuality of facilities and processing lines
according to international standards insisted upgnthe clients. With the completion of this
process, additional 20 companies have acquiredopdiion for export of their products to
international markets, which significantly improuweeir production competitiveness.

Activity 1.1.2: Analysis of the markets in RussiaBelarus, and Ukraine for vegetable product
Upon the final report delivered by STTA Andriy Yaak list of buyers has been sent to vegetable
sector clients. Three of them established contagts recommended buyers and negotiation
process was initiated. The clients primarily shovistgrest for fresh vegetables grown in closed
environment, as well as open environment waternseéomd peppers. In addition, it is interesting to
note that the clients recognize Serbia as a produue previously a regular supplier, with which
contacts were severed in the previous period. {@gesf chances for our producers on this market
is significant, but also challenging, as they viillve to face fierce competition, primarily from
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Poland, but also other European countries. Evenginaontacts were established, chances for
export have significantly been decreased as atrespbor weather conditions, which significantly
decreased the yields and the quality of products.

Activity 1.1.4: Marketing and promotion grants

Vegetable sector clients concludactivities related to marketing and promotion grahumber of
clients worked on improvement of packaging and&megal visual identity of the company with a
goal to satisfy export market. As a result of thedivity, fruit and vegetable juices in small rétai
packaging produced by Zdravo Organic find theez@lon a Slovak and Czech markets. Sigma AZ
company involved in frozen vegetables did probathlg largest change of image and visual
identity. New mono vegetables packaging are alrgadgent in super market chains in Serbia and
Bosnia. New promotional materials should serve dtracting foreign buyers in addition to
CEFTA countries where they are already present.

Biotrend company also already presented new pacgagfitheir products in the country and at the

Fancy Food Fair held In New York, June2010. Firgbriessions are overwhelming and several very
firm potential sales have been negotiated. Two yctsd attracted most attention and those are
Ljutko andAjvi.

Other companies interested also for foreign mdihkatized their catalogues and other promotional
material, some of them are: Superior, Suncokret,aihers.

The differences are so vast that the quality okkpgimg and design of domestic firms has now
positively achieved European standards. Also, clemsig that these are all retail packages, the
value of export of these products, as well as thétpnargin realized in such a way is significantl
higher.

Activity 1.1.5: International standard implementation

As part of assistance to clients in the implemeamtadf international standards, 14 companies have
applied from the vegetable sector. Unlike the presiyear, when some companies expressed
interest also to the Global GAP standard, this yess dominated primarily by the companies who
deal mostly with processing, which meant the irgeveas reserved for ISO 22000, but also certain
specific standards (IFS or BRC, for example) —itlteoduction of these standards was initiated,
primarily according to the demands of foreign méskaients.

During our regular client visits, the source of italpof certain companies which does not comply

with regulations of the Project was undisclosederE¥hough potential for the development of

vegetable sector has been recognized on the pénesé companies, which invest large funds in
vegetable production and processing. At the erttiisfevaluation and decision process it has been
decided to sign contracts with a total of eightt @uUfourteen) companies.

Activity 1.1.6: Preparations for the SPU training

Interviews with over 200 clients of vegetable seei@® completed and lists are made according to
geographical locations. The interest was shown gmilygn on the part of producers of fresh
vegetables, but also industry suppliers. This ingitwill include mostly producers around producer
organizations. Clients are very interested indihigiect so there is a possibility to expand theigro

in the following period.

These trainings will certainly contribute to thepimavement of quality and control of produced
vegetables in Serbia. As another effect, ratioatitm of the consumption/utilization of chemical
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preparations is expected, whose trade and usageincountry remains controversial and
uncontrolled.

Those lists are submitted to environmental spestiand Ministry of Agriculture. Unfortunately
these training have been postponed because oftMimisagriculture. Activity will be continued in
first quarter of Year 4.

Activity 1.1.7: Fancy Food New York, June 2010

Biotrend Donato company presented for the firstetitheir line of products on the U.S. market.
First impressions are overwhelming, and severaf fien potential sales are negotiated. Company
needs to find a distributor for U.S. markets arat ik the next step in order to fulfill requirement
of interested buyers. Two products attracted mbgteoattention and those drpitko andAjvi. One

of the ideas in order to decrease transportatistsde to send products in bulk (barrels) to US and
then to do fill smaller retail pack. Greatest ietdrfor their products was shown by distributor®wh
cooperate with specialty and delicates food stores.

Activity 1.1.8:

Vegetable sector analysis for the Timok region {&as Serbia) has been initiated; eight
municipalities are included in this extensive reskdBoljevac, Bor, Zajecar, Negotin, Kladovo...)
after which a development program will be promotedrtners for this project are RARIS, GTZ,
LEDIB plus local specialist and scientific instituts.

This will be the first vegetable sector analysisi@an this region in the past several decades and
according to the plan will be presented to the jouipl first quarter of Y4. This document should
offer guidelines for further development of the &&le sector, but also point to new market trends
which dictate the transfer to less familiar but mexpensive types of vegetables, which are more
profitable on smaller plots.

Through the process of including municipalitiestins project it is expected that the funds form
municipal budgets will be spend more relevantly aatibnally. Also, this document should help
attract investments in this region, which has beeonomically weakening in the past 20 years.
Partner organizations are interested in assistiageéalization of development ideas, which will be
recommended based on the assessment of the cstat@tand data gathered with the help of
municipalities.

Other activities:

“Sagal’ company from Kraljevci exported first shipnts of fresh tomato to German market. The
value of the export quantities is around US$35,000e buyers are satisfied with the quality of the
product and further deliveries have been negotiatetisettled. This contact has been achieved due
to the participation of Sagal company at the Hrogistica Fair in Berlin in February 2010.

Also, with the assistance of the USAID Agribusin&ssject, this company has signed a contract
with “Idea” supermarket chain, which will furthefage their products in its facilities on Croatian
coast. High tunnel production capacities of thispany were increased this year from 1,500m2 to
3,000m2, which assured conditions for serious piese on the foreign market.

With the recommendation of the USAID Agribusinessjgct, two companies from the vegetable
sector have been placed on the list of exhibitortha Fair on Sial Pari (Planten and Biotrend),
which will be held in October under the sponsorsduigl organization of SIEPA agency for the
promotion of export.
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Company Planten is the first and currently the ordgetable producer hydroponic system which
shows supreme results with the application of modechnology.

The price of these products is somewhat higher theitvariety and quality makes the company
highly competitive with the producers on the maskeftthe EU. Both companies have high quality
and modern packaging which represents one of theopditions for realizing good results on this
demanding market.
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MARKETING & SALES — Quarterly Report

April 1, 2010 — June 30, 2010

Component 1:  Increased Efficiency & Competitivenes of Agribusiness

Objective 1: Implement Firm-level Activities

1.1Trade Fair and Export Sales Preparation Trainings

1.1.1 HALAL training and preparation training for Fancy F ood New York

* Marketing and Sales held a presentation - margetamning with STTA Cedomir Nestorovic
with aim to prepare Serbian companies for the upegrVilHAS fair of Halal food in Kula
Lumpur, Malaysia.

* M&S held trainings to the HALAL certified companigarticipants of MIHAS fair in Malaysia
( Royal Eco Food, Foodland, Igda, Altamed, Mlek&botica and LTS farmer) and to the
participants of FANCY FOOD fair in New York (Mleka Sabac, Igda, Sirogojno, Frigogrand,
Arex and Biotrend Donato). M&S also organized pnéstions from the representatives of Fed-
Ex and Lufthansa Air Freight for the shipping ofrgdes to NY for the fair.

* As well, a new Serbian distribution center has bestablished in Boston. This will facilitate the
opportunity for Serbian companies to deliver ldsmtfull container shipments to US retailers
and improving Serbia’s market competitiveness aadket opportunities.

1.1.2 Food Safety and Standards Requirements
* MA&S together with ABDS team started working witlb¢aatories in order to identify the needs
and current problems in Serbian laboratories.

1.2 Opening Domestic Markets

* MA&S team started a new round of interviews with @strc retail chains due to the substantial
changes in management they have been subjected to.

» Metro approached the project with the request fwicat producers which Project provided

» Also, Metro proposed the Project to assist Nis Yairresolving milk quality problems after
purchasing

1.3Business Trainings for Firms

» M&S team together with Serbia Organica, Ministry Africulture and GTZ, organized a
conference “Potential of Organic Market in EU whiglas attended by more than 100
representatives of different companies, associgtiomstitutions, certifying companies, etc.
Speakers from profound representatives of the MRreklinistry of Agriculture, Synabio
association, Agency Bio, Fibl, etc. Focus was madésermany and France and due to high
interest showed by organic sector it may turn oubé¢ annual organic event which will show
examples of different countries every year.

* M&S participated as a speaker in the NALED confeeenvith Belgrade Markets and the
Belgrade Chamber of Commerce on the organizatiohnaed for a new Terminal Market for
fresh fruits and vegetables, fish, meats and dairlge constructed in Belgrade. As previously
agreed wih the Belgrade Markets and the MinistnAgficulture, USAID Agribusiness Project
has agreed to provide technical support for the Manket Terminal project.
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1.4Marketing & Promotion Grants

2.1 Trade Fair Support

2.1.5 Fancy Food, New York, June 27- 29, 2010
Six companies exhibited with the following results:

IGDA $0 contradte ; $ 240,000 paizn
AREX $ 210,000 conteatt $ 210,000 potential
BIOTREND $ 16,000 contracted: $ 20,000 potential
FRIGOGRAND $ 0 contracted: $ 0 potential
SABAC DAIRY $ 30,000 contracted: $ 200,000 potential
SIROGOJNO $ 0 contracted $ 1,000,000 potential
TOTAL: $256,000 contracted $ 1,670,000 potential
2.1.6. MIHAS, Halal, Kula Lumpur, Malaysia June 23-27, 2010

Mlekara Subotica $ 0

LTS Farmer $100,000 Potential

Royal Eco Food $150,000 Potential

Altamed $200,000 Potential

Ilgda $350,000 Potential

FoodLand $300,000 Potential and $70,000 Contracted

Total Contracted $70,000

2.1.7 World Food — scheduled for September

« M&S prepared the SoW for STTA to provide busingsgdges with Serbian producers and
buyers from Russia, Belarus and Ukraine. Compamis be prepared in advance and
prescheduled meetings will be held at the fair imskbw.

2.1.8. CULINARIA in Belgrade Fair

 M&S prepared SoW for STTA to provide buyers frongiomal countries Hungary, Romania,
Bulgaria and Albanie. Also, M&S works on attractibgyers from European countries to come
and visit the fair.

2.1.9. Belarus Trade Fair
« M&S will coordinate Belarus trade fair with SIEPA

2.2 ABDS and Association Preparation for Export Pomotion / Government Coordination
for Export and Sales Promotion
« M&S met with potential UK investors looking into egnhouse production in Serbia. They
complained about the lack of available data orfeéhsibility of greenhouse production in Serbia
following differing results from various existingragnhouse operators. The investors could
potentially invest between 5 and 10 million eurdd&S will examine potential STTA for a
market feasibility study for greenhouse productioSerbia.

* M&S advisor, together with ABDS and dairy adviseisited Inga Food Fair in Zagreb in order
to do a market research on potential market denzamitito promote Belgrade Food Show
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Culinaria. Agribusiness staff met Chamber of Comueeof Croatia and got their preliminary
buy in for participating at Culinaria fair. In adidn, 2 potential selling agents for attracting
exhibitors to Culinaria fair in Croatia and Slov@miere met.

* British Chamber of Commerce- M&S met with the British Chamber for the orgaatinn of a
export promotion and investment conferenceo be organized in London in early October, the
M&S initiative with the British Chamber has beenngd by the EBRD and the Serbian
Ministry of Agriculture. The Ministries of Economgnd Trade are also expected to join. A
working committee for the conference will be orgaeai in the coming weeks.

» ABDS met with group of investors interested in devatgpan innovative fertilizer in Serbia.
Follow-up with the investors is on-going.
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PRODUCER ORGANIZATIONS — Quarterly Report

April 1, 2010 — June 30, 2010

OBJECTIVE 1.1: STRENGTHENING PRODUCER ORGANIZATIONS

INTRODUCTION & SUMMARY :

During the third quarter the Producer Organizatomponent focused on preparing and launching
the grant program for agribusiness associationd, faralizing preparations for the cooperative
managers training program. In order to assistoagmess associations to take a proactive role in
creating an enabling environment for their sectdeselop and implement a range of activities to
advance growth of their commodities and to prowddect support to their members, the Producer
Organization Specialist designed a specific gramgm@mm that addresses the needs of these
organizations and their members. The program wascleed in late April, and by the end of the
guarter a total of 15 grant applications had beeeived. The Project has preliminarily approved,
pending further review and grant award, ten appbos submitted by eight national and two
regional associations, representing all six tadyettors. The Project expects to complete tta fin
evaluation, and grant awards, by the end of July.

During the third quarter, the Project continued kirng with the Ministry of Agriculture on
preparations for the agricultural cooperative besitraining program. Two two-day training
programs for cooperative managers will be organiaettenjanin (Vojvodina), and Zlatibor (South
West Serbia). As part of Project support fge fruit cooperatives, and the owners of storage
facilities for fresh apples, the Producer OrgamiraSpecialist and the Tree Fruit Sector Lead have
been assisting the US company Agrofresh, to adsesSerbian market and promote their
SmartFresh technology. As a result of Projectstasce, two local companies have been selected
to represent Agrofresh in Serbia, and to start withregistration of SmartFresh in September 2010.

Task 1.1.1: Generic Business Training Program foo@perative Managers

The Project continued to work with the Ministry Africulture on preparations for the business
training program aimed at managers of the 28 sadeegricultural cooperatives. The Ministry

completed the bid process to select locations artelsrwhere the trainings will take place. This
extensive cooperative training program will get emvely in mid July 2010, and will be organized

for the two groups of cooperatives in Zrenjanin jdalina) and Zlatibor (South West Serbia). The
Project invited five additional cooperatives thad chot passed participation criteria set by the
Ministry of Agriculture. These are the Project oli® and two cooperatives from Sandzak region
that expressed strong need for business trainorgsobperatives.

Task 1.1.5: Support to Cooperatives at Sector Sjpetievel

Introduction of new service that match apple gr@iverganizations needs - In an attempt to assist
tree fruit cooperatives, owners of storage capecihf fresh apples, to introduce SmartFresh (SF) as
a new postharvest technology, PO Specialist and Frait Sector Lead have been working with
US based service provider Agrofresh, owner of tt@shnology, to facilitate their Serbian
registration. Project assistance has focused ometfistration of the technology in Serbia, and the
identification of a local service provider that caiganize registration, testing and marketing &f th
technology in Serbiavir. Andrea Cucchi, Agrofresh’s Research and Devalemt director has met
with experts from Novi Sad agricultural facultyhoe them to perform biological testing, physical
and chemical properties evaluation and other nacgssals for Serbian registration of SF product.
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Thanks to the Project support Agrofresh has decidedy to introduce Smart Fresh in Serbia and
besides cooperatives that have over 50% capaotitigs O cold stores, entire fresh apple industry
will have access to new postharvest technologya Aesult two local companies have been selected
to represent Agrofresh in Serbia and start witlstegfion of SF in September 2010. Further Project
assistance in Year 4 upon successful registratid@Fowill be to prepare cooperatives involved in
apple growing, and other stakeholders from theapulustry to introduce SF.

Task 1.1.6: Strengthen national associations

Adoption of the long-awaited new Law on Associasidms been a major driving force for the
development of professional associations and meshlerganizations in Serbia in the Project
Year 3. Pursuant to that, during first two quartérs Project was providing assistance to client
agribusinesses to organize new national assocg&tianfurther encourage and assist associations to
take a more proactive role in creating an agritessnenabling environment for the industry,
organization of sector activities, and to providieect support to their members, PO Specialist has
designed a specific grant program for agribusiresseciations that will address the needs of these
organizations and their membeThis quarter raised our expectations regardingattiengness of
groups to associate to achieve common goals. égimins for association grants, suggests the
Project has been successful in promoting groupities based on self-interest.

Activity 1. Support grants program for associatisn

The Grant Program has been launched in late Apth wan open call (RFA) in national daily
Newspaper to all interested associations that memjram criteria. Through a four-week public
application process, which was completed on Jufett® Agribusiness Project has received 15
grant applications. It is expected to complete Ifisgaluation and approval process of grant
applications by the end of July. Formal review loolaas preliminarily approved, for further review
and grant award, ten applications submitted byteigtional and two regional associations, from all
six targeted sectors.

Agribusiness associations that match Program iiteill be able to utilize the Project funds in
support to members’ joint activities in the followi areas: marketing and promotion, product
development, technology transfer, joint ventures iamestments, lobbying and advocacy to change
industry-related policies, and capacity buildingaskociation and members. Tpemary goal of
the Program is to, through provision of professioaad financial assistance, help associations
develop and implement a range of activities withione year timeframe to improve their capacities
to serve members, advance sector, foster growthesf commodities, and to sustain its viability
after the project ends. The Project wants to eragrirassociations at a national level or at a
regional level, to take more proactive role in theganization and implementation of sector
activities, creating enabling agribusiness envirentfor the industry and providing direct support
to its members building this way a demand for sarganizations and services.

During the grant application process rducer Organization Specialist has been respgridin
inquiries from interested associations and progdihem advisory on program criteria and
application procedure. A series of meetings wetd With representatives of associations: Serbian
Coldstores Association, Serbian Flora Associat®erbia Organica Association, Fruits of Serbia,
Fruitland, and Serbian Blueberry Association. P@csgist facilitated the meeting of Fruitland
Association managing board to discuss their paéiint investment in joint venture for a tree
fruit processing plant. Initial support for the @stment preparation and feasibility study will be
first needed. Representatives of Intesa Bank atsended the meeting to provide advices to
cooperatives regarding financing, loans and homvest beyond their present collateral for ULO
cold stores. PO specialist met with Serbia OrgaAissociation and GTZ consultant, MR. Ulrich
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Marz to help association to prioritize activities their proposal for grants prograss a result all
these associations are the project clients and-esudt of these consultations they all have pregbar
and submitted complete and responsive applications.

Here is the list of applicants that have been amidor further review and grant award:

1. National Association of Medicinal and Aromatic Hefrocessors and Exporters “Serbian
Flora”;

2. National Association for the Development of OrgaRroduction “Serbia Organica”;

3. National Association “Forest Fruits of Serbia”;

4. National Association of Blueberry Growers “SerbBilneberry”;

5. Association “Cluster Agro-industry” Subotica;

6. Union of Start-up Associations of Nish Region;

7. Business Association of Serbian Cold Stores;

8. “Fruit Land” Association;

9. Association Group “Fruits of Serbia”;

10. Association for Medicinal and Aromatic Herbs "Dovan Tucakov";

Given the complexity of the proposed grant actgtior associations, we will have a different
approach with the Project technical staff that Wwélinvolved in monitoring and implementation of
each grant and providing technical assistance dotges. Teams of Project staff will assigned to
each grant, both sector leads and cross-cuttinff, stepending on the sector and type of the
association and proposed grant activities.

Activity 2: New associations’ development

New mushroom processors association - Due to ingatoggulations for the associations in Serbia,
new initiatives have been emerging in this quat@ewhich Project provided a limited support. A
group of 20 companies, all processors and expoofessild mushroom products, have established a
new national association to officially represerg thild mushroom industry in Serbia. Project staff
attended the formation assembly meeting of this mesociation, and advised the members on
important aspects of the new Law on Associatiors lamw to structure and develop a sustainable
organization at the national level. The Associatieas also advised on grant program criteria and
application procedure.

New initiative for service providers associatioGroup of design and branding companies showed
an initiative to establish their professional asstien in Serbia and they asked for our Project to
help them with initial steps (registration proceslaccording new Law, making the statute and by-
laws as well their long term strategy). Althoughese companies are not solely oriented to
agribusinesses they serve a significant part of seator. Most of them are working with our
Project clients and they could be a pool of serpia®/iders for design and branding activities for
agribusinesses in Serbia. The main goal of newcessmn will be assisting members through
specialized trainings to raise their managemeraatps and organizing joint usage of outsourcing
services to decrease operational costs of each srefdbw association could be a pool of service
providers for design and branding activities forilagsinesses in Serbia that can be further assisted
by the Project. Next step is to help these compgamemaking their statute and by-laws and
organizing a foundation assembly meeting of the association.
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Other cross-cutting activities

SPU trainings- Producer Organizations specialist arranged foewly formed Union of farmers
associations from Branicevski and Podunavski Qitstrio have their members participating in the
Pesticides Safety and Environmental Education/fiEation program that is going to be organized
by USAID Agribusiness Project under supervisionMAFWM. The Union sent a list of their
members interested to participate in trainings.nféas are selected from eight municipalities
according to criteria set by PSEE Program. Pragegiects participation of at least of 15 farmers
more from these two districts as an addition teady selected 21 farmers from Branicevski
District.

Communications -The Producer Organization Specialist has providedtasaement to Radio
Television Serbia (RTS) regarding good models fpicaltural cooperatives in Serbia, and he also
compared Serbian cooperatives with current EU c@ope models. RTS is preparing a short
emission regarding six apple grower cooperativeSarbia, that have invested in their own modern
storage facilities, as good role models for otharmier cooperatives. Those cooperatives
recommended the USAID Agribusiness Project to RT8 the Agribusiness PO Specialist in
particular, as an expert in this field. The shovowdti be broadcasted in early July during the
heavily watched news bulletin Dnevnik 2.
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ABDS & FINANCE — Quarterly Report

April 1, 2010 — June 30, 2010

OBJECTIVE 1.2: IMPROVING ABDS SERVICE DELIVERY
> AcCTivVITY 1.2.1: DeVELOP AN ABDS PrROVIDER NETWORK

Task 1.2 Introducing new technologies

As a continuation of assistance to its clientsdoeas new technologies and establish partnerstaifiores
with foreign partners and thus improve inputs sypid/or availability of relevant sector-specifenaces,

the project facilitated introduction of new fertdir Agrosol from Austria to local ABDS company
Agromarket. Agrosol is the growth stimulator whicblps photosynthesis and is completely naturaland
the list of organic products from Austrian Ministy Agriculture. Agromarket will test the Agrosoha the
results will reveal if they will pursue this opponity. The results should be ready by the end pt&sber.

In case it proves what Agrosol company declaresit stimulate and increase growth of vegetables and
fruits from 10% to 20%.

Task 1.5 - Management training - capacity buildingand promotion

In May of 2010, Carr Swanson and Randolph, LLC (CfRvided two 3 day leadership training programs
for approximately 26 companies/Agribiz staff anded@day training-of-trainers program for 7 consuta
The purpose of the training was to strengthen tmepetitiveness of Serbian agricultural enterpribesugh
improving participants’ ability to better lead, riv@te and inspire their employees, colleagues apérsors.
The course was not offered as a management couits&vas not designed for “leaders” of companies.
Instead, it focused on strengthening the qualibiepersonal leadership through influencing othérsvas
designed around Kouzes and Posners’ well knownredbokThelLeadership Challengén it they define

5 practices of effective leadership, includingpinsg a shared vision; modeling the way; enablitigers to
act; challenging the process; and encouraging #@@&thThe course also blends in aspects of emdtiona
intelligence as applied to business environments.th® end of the course students had h a clear
understanding of their own ability to lead innowatiand development of a company from wherever #rey
placed within the organization.

Day one of the training program focused on intrditus, an overview and demonstration of the five
practices, an exercise on change and it impadi@mvbrkforce, and an in depth look at practice tbealing

the Way, with related exercises. Day two consistatensive exercises, discussions and experiential
activities around practices 2 and 3, Inspiring ar8tl Vision and Challenging the Process, along with
exercises in team collaboration. Day three centarednd practices 4 and 5, Enabling Others to Act a
Encouraging the Heart, along with a segment orgdésj and conducting Breakthrough Conversations.

The training techniques used by the CSR includedtutes, discussion groups, modeled examples,
experiential learning in individual and team roleys, and self-assessment questionnaires. Theipartis
were provided a Leadership training manual and maosehandouts. The training-of-trainers was idetic
in content to the other trainings with the exceptibat they were provided with a detailed facititatguide

for conducting the training and discussion weredhebout how the consultants could both train variou
segments and integrate the course, materials dmitias into their practice. Two of the consultardginees
helped Mr. Swanson conduct the second trainingdonpanies by giving some of the exercises and mglpi
with the debriefs.

CSR senior partner Pete Swanson arrived in Belgoadiklay 2, 2010. The first group underwent training
May 3-5, the training-of-trainers occurred May 84, and the second training for companies occuvtayd
11-13. Certificates and a negotiations exerciseevpeovided to graduates May 14. Mr. Swanson degarte
May 15.
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Observations

Students really took to the program as it was a fieM and taught in an unconventional way. Leakigrs
studies and training is a new discipline in Serhbihich is plagues with traditional, hierarchical aets of
leadership in companies. This s especially truéa affriculture, where many companies are small andy
families. There were in fact many small, family rbosinesses represented in the training. The stsiden
appreciated this because it gave them ideas abmutthey could challenge established mindsets in a
potentially safer way than direct confrontationpasssive aggressive methods. They especially likeddea

of constantly moving from a “dance floor” exercigethen examining their unconscious and reactionary
behaviors in the from a “balcony “perspective. \Wliebriefed their actions were analyzed and assdsse
the underlying mindset, attitude and bias whichvdrthat particular approach or behavior. Studesdsyr
appreciated being exposed to this methodology.drbap also responded well to the idea of a leadea a
coach, whereby they were restricted in their effad counsel an employee by only asking open ended
guestions rather than giving them orders or advithis stretched their thinking and capabilities
significantly.

Student Comments

At the end of each program participants were asiezkpress their views on the training. Overwhelytyin
they said it was one of the most positive and irtfphexperiences they had ever received. This westd
three specific points. First, it was presented fiashion counter to traditional Serbian style leetiormat.

No lecture was more than 10 minutes, and every m@t was backed up with an activity designed to
deepen the learning and pull experiences from theest. Second, the content of the training forttes
students to examine their own assumptions, biasdsrandsets — an activity many had never engaged in
Third, the students had not been exposed to Idaigargaterials or concepts before. This was consistéth

our experience from our previous offerings in Sarfor the prior economic development project. The
students indicated continuing education was vepoirtant.

Summary and Recommendations

The participants and trainers were appreciativiheftraining and indicated both the training cowasd the
training-of-trainers initiative were directly relant to their daily professional practice. There wis® a high
level of excitement, anticipation and energy amatiggroups for Agribiz to offer a basic and advaihce
course on business negotiations, which is schedoledelivery August 2-14, 2010 (inclusive of aneth
training-of-trainers program).

In summary, the value of CSR previous work in Sgrbind the good judgment made by Agribiz in offgrin
this training, has clearly created interest wittiia Serbian private sector for leadership developraad a
new way of thinking about leadership. Critical teetsuccess of this course was the alternativevie ga
students to the traditional, hierarchical formsofocratic leadership found in many local companies

Task 1.4 - Prepare and promote new Belgrade Food 8w

Bulk of the time during third quarter was absorlbydthe development of the new Belgrade show project
We had many challenges along the way among otlegrsus illness of the Belexpo owner. After many
meetings and with the assistance of Mr. Cherif Mbbgr from Creative Expos and Conferences, who we
hired as an STTA, we managed to put the projeck lrmdracks. For that purpose we had to prepare the
status check document. Please see the documemt. B successfully finished the designs of showaam
and logo, e-cads and invitations, exhibitor anddssiybrochures, website is online (Culinaria.rsmpied
target lists of companies for exhibiting and foviimg to visit. Finally everything was functioningery well
except for one thing — the paste of the comparggsrng up for the show was slow. We had to devélap
back up for it and we set up the July 15 as a lkatehich we will have to have a minimum of 60 comigs
applied for the show in order to move on with thdsivity. If we do not meet this goal we will mgsbbably
postpone the show for the next year.
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CULINARIA: STATUS CHECK
Reviewed: June 21, 2010

OVERVIEW - CULINARIA

General Information

Culinaria — Fine Food Show
Belgrade, Serbia - Belexpo Center
September 23-25, 2010
www.culinaria.rs

Exhibitor Goal: 60 minimum -

Key Buyer Goal: 1,000

Attendance Goal: Exhibitors, Buyers and Public0R,0

Exhibit Hours: Day one: Grand opening 11:30 -002working hours until 17:00
Day two: 10:00 — 18:00
Day three: 10:00 — 15:00

Exhibitor Move-in: 2 day before the show (not peablto arrange other dates)

Exhibitor Move-out: 1 day after the show

Contact Information

Primary Contact: Name: Sanja Relic
Phone: +381 11 334 56 53
Mobile: +381 64 155 55 83
Fax: +381 11 328 40 74
E-mail: sanja.relic@belexpo.rs
Secondary Contact: Name: Nenad Popadic
Phone: +381 11 243 66 11
Mobile: +381 63 379 644
E-mail: nenad_popadic@agrobiznis.net
Exhibitor Contact: Name: Sanja Relic
Phone: +381 11 334 56 53
Mobile: +381 64 155 55 83
Fax: +381 11 328 40 74
E-mail: sanja.relic@belexpo.rs
Message

CULINARIA is the first specialty food show in thegion to focus primarily on trade buyers. CULINARIA
is bringing the highest international trade showsibess standards. CULINARIA is the definitive
opportunity to present your fine food productseoaus buyers, in the efficient and comfortabldisgtof a
modern business oriented trade show.

Purpose
Bringing the first business oriented fine foods dndks tradeshow in Southeast Europe.

Primary value: Business to business encounters
Secondary valueBusiness to consumer exposure

Exhibitors

Primary: Food and beverage producers from countries indgiomn:
* Serbia
» Croatia
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* Macedonia
* Bosnia and Herzegovina
* Montenegro

*Message: “Find direct suppliers of food produdbist have made Southeastern European food so popula
recently.”

SecondaryFood and beverage producers, near the region, vehiotarested in the Southeastern European
markets and neighboring markets:

o ltaly

* Austria

* Albania

* Hungary
* Romania
* Bulgaria

Exhibit/Show Structure

Day 1 — 23 September 2010: Buyers only.

Day 2 — 24 September 2010: Buyers and public. Private buyers’ lounge withpgitadity suites available
for private meetings, scheduled in advance, betvegers and exhibitors.

Day 3 — 25 September 2010: Buyers and public.

Activities and educational sessions will be scheduln the tradeshow floor over all exhibition days.

Fee Structure
Exhibitors — Inclusive:
Exhibitors — Empty:
Buyer Attendee:
Public Attendee:
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KEY DATES AND DEADLINES

Dates

Belexpo

AG
PROJECT

16 June Draw up . .
2010, floor plan
Wednesday
25 June Contact, via | * Contact » Create a way to communicate
2010, Friday phone, top and contacts and confirmations betwee
30 exhibitor confirm7 both groups
prospects of 10 bell » Record — for both to see —
not listed on weather committed booth space
the AG exhibitors
PROJECT * Identify
list and
(approximate contact top
ly 5 per day 5
for the prospects
office) for each
Complete sector
formal (distribute
marketing to the AG
plan PROJECT
)
7 July 2010, Contact, via | ¢ Confirm
Friday phone, next 20-30 top
top 70 buyers for
exhibitor the show
prospects
not listed on
the AG
PROJECT
list
(approximate
ly 5 per day
for the
office)
15 July Decision * Decision
2010, Friday date to date to
move move
forward forward
with the with the
show or not show or
not
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MARKETING FOCUS AND GENERAL TIMELINE

General Segment/Reach Table

Domestic
Primary Owner: Belexpo

Exhibitors

Phone Calls
Advertisements
Mailings
Activities
PR

Benefit to the market:

Introduced to the international
marketplace as a valid producer and
exporter of quality foods and beverage

Cost of the stand is less expensive th
1-2 trips to visit international buyers.
(There will be more than 2 internations
buyers at the show.)

Support your region. Be a positive
representative of what Serbia can offé
domestically and internationally.

Buyer day, buyer lounge and private
appointments. Activities and educatig
planned to keep buyers on the floor.

Observe what the public is drawn to.
Are there any trends that surprise you
Product, packaging, other?

8

International
Primary Owner: AG PROJECT

Fancy Food Show Promotion
Phone Calls
PR

Benefit to the market:

Participate in a foods and beverage sh
that is closer to home.

Build more — and stronger relationshipg
2S. with neighboring countries for imports
and exports. Use this show as a gatey
ato other countries surrounding the regi
(Russia/Middle East).

D

vay

3]
Cost of the stand is less expensive th
most shows and touching more marke

an
[s.

Buyer day, buyer lounge and private
appointments. Activities and educatio
planned to keep buyers on the floor.

>

nObserve what the public is drawn to. A
there any trends that surprise you?
Product, packaging, other?

?

Primary Owner: Belexpo

Phone Calls
Mailings
PR

Market includes:

Supermarkets
Minimarkets
Restaurants

Benefit to the market:
Able to be introduced again to the loc

products and terms of exportation an
popularity.

al current state — as well as future plans
d

Primary Owner: AG PROJECT

Fancy Food Show Promotion
Phone Calls
PR

Benefit to the market:
“Find direct suppliers of food producer,

that have made Southeastern Europe
food so popular recently.”

[y

Better understand the region and the

for the region regarding foods and
beverages.

Understand international products

Better understand what is available in the
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without having to travel to the
surrounding countries.

Meet with numerous exhibitors in a
single day, seeing humerous options
one time.

Observe what the public is drawn to a
favors. What do they seem to want i
stores and restaurants?

Buyer day, buyer lounge and private

appointments. Activities and education.

immediate and surrounding regions.

Meet with numerous organizations at o
time.
at
Buyer day, buyer lounge and private
appointments. Activities and educatio
nd
X

Owner: Belexpo

PR
Advertisements

Benefit to market:

See what is new with familiar or
unfamiliar products from the region.

Ask questions, sample and share yol
own thoughts or requests.

Owner: Belexpo

PR
Advertisements

Benefit to the market:

For those that attend, sample what is
available. See what is changing with
familiar or unfamiliar producers.
Ir

Marketing Flow

Date What ' Owner ' Reach Cost
June 2010 Interview: Studio | Belexpo (Serbia)
B Domestic Public
Nenad
Cherif
June 2010 Fancy Food AG International
Show, New York | PROJECT/Belexpo | Buyers/Exhibitors
Industry tradeshow
Pavilion to
introduce Serbia
and to introduce
Culinaria
July 2010 Market Magazine | Belexpo (Serbia)
2 page spread Domestic
(Advertisement Buyers/Exhibitors
and PR text)
July 22, 2010 Press Conference| Belexpo/AG (Serbia, International?) | TBD
Restaurants; PROJECT Domestic
Participants can Press
present their foods
and beverages;
gifts for
journalists?
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September 2010

Market Magazine
2 page spread
(Advertisement
and PR text)

Belexpo

(Serbia)
Domestic
Buyers/Exhibitors

TBD

Newspaper Insert

Belexpo

(Serbia)
Domestic

Buyers/Exhibitors/Publig

€6000 (looking
for a sponsor)

TBD

E-mail
At 50% sold
- Filling up
- Signup
- Set
appointme
nts

Belexpo

Exhibitors

TBD

E-mail
At 65% sold
- Filling up
- Sign up
- Set
appointme
nts

Belexpo

TBD

E-mail
At 90% sold
- Filling up
- Sign up
- Set
appointme
nts

Belexpo
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YOUTH & GENDER - Quarterly Report
April 1, 2010 — June 30, 2010

Component 1: Increased Efficiency & Competitivenes of Agribusiness
OBJECTIVE 1.4: YOUTH ENTERPRISE PROGRAM

During the third quarter of Year Three the USAIDribgisiness Project continued to support the
Youth Enterprise Program, and all of its activities

After reviewing submitted and preliminarily approvéBusiness Plans, and preparing all the
necessary documentation, nine of twelve prelimipapproved Business Plans were sent to, and
approved by the Agribusiness Project COTR. Thesmdees were invited to the Youth Business
Plan Competition Award Ceremony which was held @mnil®9, 2010. The award certificates were
handed out by the State Secretary from the Minstgriculture, Mrs. Mirjana Milosevic, and the
Director of Economic Growth Office at the USAID Misn in Serbia, Mr. Jim Stein.

The total value of all nine Youth grants is $149,3@ith the USAID share of the project value
being $121,861. The matching contributions thdt be provided by the youth grant applicants
totals $27,440. Based on the proposals receiv@d the awardees, these nine youth agribusiness
grants will generate additional income in a torabant of $235,957, as well as 27 new jobs in the
businesses that will be created (full-time, partetiand seasonal).

During the third quarter of Year Three, the Agrilmess Project continued its collaboration with
Junior Achievement Serbia. JAS has continued tlizaita Project grant totaling $21,100 to
integrate an additional 25 agricultural high sckabiroughout Serbia, into a comprehensive extra-
curriculum educational program for the studentsthose schools. The program will be
implemented over a period of eight months, witle¢hphases (i.e. milestones). The project began
on February 1, and it will be completed by Octaker2010.

Specific program activities which are includedhrstprogram include the following:

* Forming classes in chosen schools through selecfiait students who applied

* Implementation of the proposed training programs

» Erste bank volunteer mentors conducting Banks itioAdectures in the selected schools
(February 2010 — May 2010)

* Training of the new teachers for other JAS programs

* Annual conference of principals (25 AgriculturalgdiSchools principals) — February 2010

* Challenge Day in Novi Sad in cooperation with BhitiCouncil in February 2010

» Challenge Day in Nis in cooperation with Britishu@eil, Erste Bank and City of Nis in
March 2010

» Regional Innovation Camp and Trade Fair — AprilZ%®-2010 in cooperation with JA-YE,
British Council, Erste Bank and other partners.

» National Trade Fair and CSR event— May 2010

» JAS advertising campaign, ongoing from Septemb8B2ih cooperation with Publicis
LTD Agency, Cromer group and Farmer & Spajic
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The Agribusiness Project continued to work on depielg an Internship Program for high school
students, and began work on promoting the IntepnBhogram for Agriculture University students.
For this purpose the Agribusiness Project renewedperation with IAAS (International
Association of students in Agriculture and relataences), which hosted the regional conference
of the IAAS in Belgrade over the period of May 2431, 2010. The Agribusiness Project
recognized that event as a good opportunity for gr@motion of the Internship Program, and
obtained COTR concurrence to provide financial supfor this event. The Agribusiness Project
share of the cost was $2,850 out of a total caghi®event of $14,150.

The Agribusiness Project’s team also used thisteiemake a presentation of its activities, and a
stand to collect students’ CVs for future interpsprogram was set up at the event. Also during
this quarter more than 80 letters of invitation &eent to Project client companies inviting them to
participate in the Project’s Internship Program.

During the quarter there were many other initiagiteeken to promote the Project’s Youth Program.
Project staff members had several meetings to sstiow to improve the education of young
producers and processors in the field of busindssation. The most important new contacts made
during the quarter were with the Business High $tho Leskovac, and the Fund for the
Supplemental Education of Young Farmers.
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OBJECTIVE 1.5: OTHER CROSSCUTTING ACTIVITIES
> AcCTivITY 1.5.4: WOMEN ENTREPRENEURS IN AGRIBUSINESS

Following the successful presentation of the Agsibass Project at thé“2Women’s Conference
during Y3Q2, Agribusiness Project efforts in Q3 &vdéocused on establishing and designing the
types of assistance needed by rural women, and wadnterested in agribusiness in general.
Gender program staff contacted many women’s adsmesa and other groups that gather women
entrepreneurs, throughout Serbia in order to deterwhich associations are well organized and
willing and able to participate in the activities e carried out by the Project. Several meetings
with representatives of the Women'’s AssociationsnfiNis, Valjevo, Cacak, and Uzice were held,
during which the Gender program and the AgribusinBsoject were presented, and intensive
discussions with the women’s associations from Kjewpc, Leskovac, and Belgrade were
undertaken to determine their interest and capigisili

To identify possible partners for the implementatiof the Women Entrepreneurship Program,
Project staff also intensified their contacts wRlkgional Chambers of Commerce and the LED
offices, presenting the Agribusiness Project tonthe Representatives of the abovementioned
institutions and associations showed great intareshe Agribusiness Project’'s Gender program
and helped spread the word of it, which resultetchaneased interest and numerous contacts with
unemployed women, NGOs, and Women'’s Associatiohg;iwin turn led to a greater visibility for
the Gender program, and the Agribusiness Projegeireral.

During these meetings it became clear that thexdven basic groups of potential beneficiaries of
the Agribusiness Gender program

1) women starting from zero — i.e. majority of popidatin rural areas, and

2) women who have some type of agribusiness activity eeed further directions toward
developing their business.

Based on these, the Gender program team has dedinptbgram to facilitate and promote
entrepreneurship among women living in rural paftsSerbia, encouraging them to take active
participation in the improvement of their economasition through self-employment.

The starting points for defining the RFA for theogram were based on the following assumptions
and statistics:

» Serbia has 7.381.579 inhabitants, including 3.7Z2W8omen.

 The overall socio-economic position of rural womienrather marginalized since they are
mostly serving as family helpers in the household®at position not only gives them no
authoritative role but exposes them to higher piguesks as well. According to statistical data,
71% of poor households are rural households witleoudt, or they possess less than 1.5 ha.

» Furthermore, they are additionally deprived indhlie households and farms as economic actors,
as they do not have any decision making power,aggess to farm incomes and household
budgets. Therefore, improvement of their positiequires simultaneous action focused on
rural development and improvement of the positibfaaning households, and action focused
on improvement of gender equalities.
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Based on these assumptions, it became clear thasghcific goal of this program should be
education of women in rural areas on approachefhade and mechanism they should use for
starting their own private businesses, increasirgjitp and improving their overall position in
agribusiness. This should be done by implementangrant program to Facilitate Women
Entrepreneurship in Agribusiness which will consisthe following 2 phases:

1) Training in business plan writing for groups ofalwomen in 4 regions in Serbia, and
2) Funding the start-up businesses.

The Gender program team decided to use selectatidssociations as partners for organizing the
programs, including organization of the trainingpgmams, based on Project requirements. The
prospective applicants should focus on facilitatihg training workshops which will lead to the
creation of business plans that will be submittethe Agribusiness Project within a “Best Business
Plan Competition for Rural Women” contest. The j&b will further consider the selected
business plans for funding using the start-up graméchanism and/or technical assistance. The
training Program will be funded through the USAIQribusiness Project grant fund.

Over the past quarter, efforts were focused oninvgrithe RFA for the training program, and the
start-up grants. The RFA for this program incluttesl following provisions:

* The Phase 1 Training will be implemented in paghgr with local NGOs which will select
participants based on interests and establishetiari Individual grants awarded to the selected
NGO or Association shall not exceed US$30,000 taltolt is anticipated that at least 200
women will be trained in business plan writing.

* In Phase 2, the best business plans developed th&rkgnowledge acquired through the training
program will be submitted to the Project for furglthrough start-up grants. Each start-up grant
will not exceed $15,000 and the Project plans tardvt0-15 grants.

» The Program will be implemented in four distinagimns of Serbia: Western, Eastern, Southern
and Central Serbia, using 12 cities which are #mars of the districts in these regions.

» Eligible participants will be unemployed women withsiness ideas and/or activities underway
in the following sectors: livestock, dairy, treeuifs, berry fruits, vegetables, herbs and
mushrooms

» The grant applicants will further refine and deyetbe eligibility criteria for participants, as
well as a transparent invitation and selection wddhogy, in their grant applications. The
Agribusiness Project will approve the proposededat, as well as the final list of the selected
training participants.

» The training participants must have the intentionptirsue their careers in the agribusiness
sector upon completion of the training programwesl as the ability to legally register an
agriculturally-related firm (or farm).

» Additionally, the Agribusiness Project will conti@uto support women’s entrepreneurship
through other programs which will enable women emteneurs to take advantage of local,
regional and international market opportunities.ne TAgribusiness Project team will also
provide women entrepreneurs with other types diri@al assistance which are available within
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the Agribusiness Project’'s programs of activitiese goal is to increase women’s capabilities
and competitiveness in the agribusiness sector,tanf@cilitate their equal participation in
positioning in the market.

The RFA for this program was announced in May, Bpdlune 7, a total of 19 applications had
been received. Following a formal review of theeiged applications and documentation, 11
applications were accepted for further review, posksible grant award.

During this quarter, many women approached Prgjedt in order to find out more about the Grant

Program to facilitate Women Entrepreneurship iniBgginess, and they expressed their interest in
attending the trainings for business plan writiidhey were advised to wait for the end of selection
process for training program implementation antgrafards to join the training sessions.

Intensive contacts with Women’s Associations anddd$Gluring Q3 helped the Gender program
staff to gain a better insight into the number, amees and organizational structure of these
organizations. Organizations which have advanoegrms of structure, membership and type of
assistance provided to their members could be @@rin implementation of Gender program and
the Project should focus in the next period onldistaing partnership with these stakeholders.
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ENVIRONMENT — Quarterly Report
April 1, 2010 — June 30, 2010

l. Introduction & Summary

Over the past quarter, USAID Agribusiness Projdfires related to environmental issues were
focused on ensuring Project’'s compliance with emmental Regulation 16, along with

implementation of the Pesticide Safety & Environtaéizducation/Certification program, and the
Cleaner Production/Technologies program as laidrotite Year Three Workplan.

The Project has recognized that most initiativelatinee to the integration of environmental
concerns in agriculture are being carried out aallsisolated activities, and many are still at the
pilot phase in Serbia. The scale and scope oktlesvities reflect the limited capacity of the
implementers and the decision—makers, and the glesense is that these projects are difficult to
initiate and the results have been mixed. Moreabare is now recognition that to have any real
impact these activities involve a lengthy processctv seeks to change the perceptions of those
whose responsibility it is to improve the statushaf environment in Serbia. Therefore, the USAID
Agribusiness Project has developed a Strategy Hapéne implementation of the Pesticide Safety
& Environmental Education/Certification (PSEE-SSApgram. The PSEE Strategy was approved
by the Ministry of Agriculture (MAFWM) as a basisrfachieving the main goal of the Program,
which is to strengthen the Ministry’s technical aepies through the establishment of a critical
resource mass (ie a trainers network) for the adgweént of a sustainable national SPU educational
system. The Environmental Monitoring and Integiie®eil Fertility management Activity was also
completed during this reporting period.

[I.  Activities Planned & Implemented During the Period

Peny6auka Cpbuja

Component 1: Increased Efficiency & Competitiversesf AQribUSINESS | muwerspcrso wusoe cpepe unpocropror nnanmpares

WU3BELUTAJ O CTAHY 3EM/BULLTA
Y PENYB/IULIU CPEUIN

1) The Project continued to implement the Envirental Monitoring
and Integrated Soil Fertility Management Activityhich was started in ..
the previous reporting period, by recognizing tloéeptial to acceleratd §
the delivery of technical assistance and infornmtio The USAID | =
Agribusiness Project prepared the first for Serbport on the status o
agricultural soils and environmental monitoring Serbia. Given the
significant pressures on natural resources in 8ethe dynamic state of
the environment demands information that is batfely and accurate
As detailed in the Year Three Workplan, taking adsge of this demand =
required close collaborative relationships with hbdhe Ministry of
Agriculture, and the Ministry of Environment and&ipl Planning, to
coordinate public messages and environmental palicypcacy.

The printed report, Soil Status in Serbsaould serve as a tool for the efficient use athdn soll
resources (including data on the profitability gmoductivity of the agriculture sector). It also
examines issues such as a) competitiveness, elypea regards the agricultural sector’s
contribution to the nation’s wealth, and b) thebilitsy of farms, related to the potential for farns
survive in the market, including the diversificatiof sources of income within farming. The report
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also brings asocial dimension which is called equity — meanirgglifal opportunity” — both
territorially (between rural and non-rural areas)l ssector-wise (between agriculture and other
economic sectors), and between men and women isetier. The issues considered under this
report are also opportunities for use and farmacsess to resources and social services, and the
human capital and its characteristics. The enwm@mtal dimensionof the reportconcerns
management and conservation of soil resources,ciadlgefocusing on the protection of soll,
showing the pressure of activities such as livéstagsing, the use of fertilizers, plant protection
products, and other polluting substances. Thewelip activity planned for next quarter is report
dissemination to USAID Agribusiness Project parshand the wider public.

2) The Pesticide Safety and Environmental Edungivategy paper was prepared by the Project’s
Environmental Specialist, and approved by the MAF\&W&/a basis for achieving the main goal of
the PSEE Program — that is to provide technicaist@s®e to the Ministry to strengthen their
technical capacities through the establishmentaritizal mass of betiides Safets and Environmental Education/Certifction
resources (technical trainers) for the developroéat sustainable " Program Support Actions

national educational system. In order to facilitde development]
of the PSEE infrastructure in Serbia, the Projésd developed a
program of support actions for the PSEE task thdtmake up
the causal chain in the relationships between algumial
production and the three dimensions of sustairtgbilinder
consideration ( environmental, social and econasimeensions).
Implementation of the program of PSEE support astiovill
begin in the following quarter of the current Pabjgear.

3) The USAID Agribusiness Project reached agre¢mh the
Ministry of Environment and Spatial Planning, (ti@&eaner
Production Department) on the development of anremess :
raising program on the benefits of Cleaner Produactechnology, enV|ronmentaI and integrated
management systems, and product related measumssi@inable business development, which
will support the Agribusiness Project's Year Th@deaner Production Technology program.
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AG INFORMATION & POLICY — Quarterly Report
April 1, 2010 — June 30, 2010

Component 2:  Improved Enabling Environment for Agribusiness

OBJECTIVE 2.1: IMPROVE CROP & LIVESTOCK PRODUCTION ESTIMATES, MARKET PRICE
INFORMATION , AND PROVIDE SUPPORTING STUDIES TO THE GOS

Task 2.1.1: Strengthen the Serbian System of Markéhformation in Agriculture (STIPS)

As envisioned in the Year 3 Work Plan, the Agribesis Project, in cooperation with the Ministry
of Agriculture and selected ABDS providers sucadsicompleted all activities pertaining to the
improvement of the agriculture market informatioystem (STIPS) Www.stips.minpolj.gov.rs
during the first two quarters of the year. For éiddal information on the implemented activities,
please see the relevant quarterly reports.

During the & quarter, the Agribusiness Project’s policy teastdssed with the representatives of
the Ministry of Agriculture in charge for the matkaeformation system, possibilities for further
collaboration with respect to the market informatgystem. The areas for further cooperation to be
implemented in Year 4 may encompass: adding thanrdtion on supply of selected agricultural
commodities, available quantities and contact mfmion of producers to facilitate sales of such
commodities, and inclusion of international priceshe system.

Task 2.1.2: Organize targeted agricultural studiegurveys

Activity 2.1.2.1: Study on Impact of Weather Conditons on Agriculture in Serbia and
Modalities of Anti-Hail Protection

During the quarter the Agribusiness Project’s potieam in cooperation with the tree fruit sector
lead finalized the Scope of Work for the Study opact of Weather Conditions on Agriculture in
Serbia and Modalities of Anti-Hail Protection. Theal of the Study is to analyze the status of
existing system for hail protection and provide gmtial solutions for the improvement of the
system (recommendations for introduction of newhtebogies, including breakdown of needed
technical and technological interventions and actman for implementation). The specific
emphasis will be given to various solutions forl lpsotection in the tree fruit sector, in partiayla
anti-hail nets. The study should provide basiagsdstablishment of the efficient market driven
system of the anti-hail protection, reducing th& locome due to losses in agricultural production,
as well as will contribute to the improvement ofrgeetitiveness of the agricultural sector.

The staff engaged in the preparation of the Studgyduacted several interviews of potential
consultants including representatives of the RepuHlydrometeorological Service and private
companies engaged in developing new system of $gipression. Interviewed consultants
expressed very opposite opinions regarding thargtstructure of the future system. During the
following weeks, meetings with several professoosnfthe Faculty of Chemistry will be conducted
and final decision made on the proposed consuftanthe Study. Over the past months, Serbian
agriculture has suffered significant losses dutaédcheavy rainfall and hail occurrences.
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OBJECTIVE 2.2: FACILITATE LEGAL, POLICY , AND REGULATORY REFORM

Task 2.2.1: Study on the Impact of International Iriegration of Serbia on Agricultural Sector
During the quarter, the Agribusiness Project’s gotieam through the RFP procedure selected the
qualified service provider “SEEDEV” to prepare tBéudy on the Impact of Liberalization on
Serbian Agricultural Sector. The task to be conedictncompasses quantitative and qualitative
analysis of the effects of the liberalization unthe SAA with the EU, free trade agreements with
Turkey and Belarus and accession to the WTO adhessverall agricultural sector and selected
products and stakeholders. The Study will alsoyemeathe competitiveness of Serbian agricultural
products, changes and trends in production, saleésensumption, demand, foreign trade, etc. The
Study will aim to identify the competitive advanésggained or lost by Serbian agricultural
producers, processors and exporters, as well as thficSerbia’s leading competitor countries.

Following the successful completion of the contr&etns negotiations with the vendor SEEDEV
the parties signed the contract for preparationthenStudy. The SEEDEV proposed the team of
eminent researchers (Mr. Goran Zivkov, Prof. MubljLabus and Mr. Stephen R. Goss) and
analytical staff, with extensive background in aglture, macro and micro-economics and
international trade. The work on the Study will smh of two phases. The first phase will

encompass preparation of the general tariff arglykthe liberalization process and its impact, and
this part of the Study is due on July 25, 2010. fidtlereport encompassing general tariff analysis
and sector specific detail analysis is due on Seipte 25, 2010. The payments for the

aforementioned tasks will be implemented in twotdhsients, after presenting the appropriate
progress reports. The total cost for the preparaifdhe Study is 42,900%.

Task 2.2.2: Preparation of the Guidebook on Integraion of Serbia to the EU and CAP

During the quarter, the Agribusiness Project's q@pliteam received the COTR technical
concurrence and rate approval for the proposedl ISF&A Andrija Pejovic to prepare the
Guidebook on Integration of Serbia to the EU andPCMr. Pejovic has been proposed and
contracted for this assignment based on his woldte® to the process of enlargement of the
European Union and financing of (pre-) accessioocgss; impact assessment and economic
evaluation of integration process; specific expergein agriculture and EU integration process;
programming, institution building and managemenEoffunds.

The outline of this publication has been agreed wlite department for EU integrations of the
Ministry of Agriculture. The main purpose of thelglication is to make the EU accession related
topics as closer as possible to the average Sefdmiarer, and to make farmers more familiar with
the rules and obligations within the European snglarket in the field of agriculture. The
publication will provide information about the Coram Agricultural Policy of the EU, status of
Serbian integrations to EU and main effects ofgraéon process on the agricultural sector. The
deadline for completion of the publication is J8l, 2010.

The Agribusiness Project supported organizatiothefconference "CAP Reform — Accession and
Cooperation Challenges” held in the National Paréat on May 14, 2010. The conference was
organized in cooperation with the Ministry of Agriture, Chambers of Commerce of Serbia and
Belgrade, and the Cooperative Union of Serbia. Topics addressed at the conference
encompassed: the reform of CAP and its implicatmm&ational agrarian policies and international
trade in agricultural products; how the agrariahgyoof the EU may fulfill the needs of structusall

different agricultural sectors in the EU countriégsssons learned in utilization of pre-accession
funds of the EU, etc. The conference gathered lamgmber of high-raking official, including

President of the Republic of Serbia, Boris Tadignister of Agriculture Sasa Dragin and Jerzy
Plewa Deputy of Director General for Agriculturetbe EU, as well as ministers of agriculture of
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Croatia, Macedonia, Portugal, Estonia, Hungaryyv&t@ and Czech Republic. More than 250
participants from the agribusiness sector, govemahe
institutions, diplomatic core, and media attendee ‘ e
conference. The Agribusiness Project born the aafs j:’: ‘u,.?

printing and design of promotional materials aff M

catering for the conference. The Project seleqés
- .'-
of promotional material, and “Slatka Kuca” as verdod ' -}
' — .*-\
= st

“Coba&Associates” as vendor for printing and desif
for catering services. The picture to the rightvgfio
President Tadic listening to the presentation®¥alhg
his introductory speech. ——
Task 2.2.3: Provide support to leqislative and paly reform coordination
Over the quarter, the Agribusiness Project receihedpreliminary CTOR technical concurrence
for the initially approved sixty nine grant applicas for international food safety and quality
standards. According to the grant applications,atpebusinesses plan to use the grant funding in
the total amount of $348,221 to cover part of thst ©f consulting and certification services fag th
specified standards. The grant applicants havesddre provide matching contribution in the total
amount of $328,743 to cover 50% of the total cairsylcosts and 30% of the total certification
costs. The Project staff is now completing signmigMoUs and grant agreements with the
applicants that were recommended for acceptanceebtor leads following the field visits of to
their businesses. Out of the initially approvedysiine grant applications, three applicants (Menex
Fotos and Petar Dobrkovic) decided not to proceitl thre introduction of the standard, primarily
due to the financial difficulties, while Fortis whapplied for introduction of two standards,
abandoned the Organic certification, due to theresibn of their conversion period. In addition, ten

applicants are being additionally evaluated duéh#r size, ownership and conclusions from the
field visits, and most likely will not be recommaeattifor final approval.

The Agribusiness Project’s policy team developezigbope of work and technical documentation
for engaging the local STTA expert to assist thed&sal Inspectorate of the Ministry of Agriculture
with introduction of the Risk Analysis IT tools. &hask has been initiated in order to implement
the requirements of the Food Safety Law which piless that measures applied to achieve high
level of protection of human health and life must llased on risk analysis. The risk analysis
consists of three interconnected components: riskessment, risk management and risk
communication. In order to ensure proper implentenaof the risk analysis, the General
Inspectorate of the Ministry should have appropridata and records, procedures for reporting,
monitoring and tracking relevant factors and impe@tmng corrective actions, organized and
supported through appropriate IT structure andsto®he proposed consultant should provide
expert advice to the Ministry on necessary chaagesactions to be made in their IT structures and
operations in order to develop and introduce edfitirisk analysis system. The Agribusiness
Project’s policy team received the CTOR technicahaurrence for engaging the local STTA
Vladimir Obucina, and is now in the process of obtay rate approval for the proposed consultant
from the RCO office.

The Agribusiness Project in cooperation with thesdtsation of Agricultural Journalist
“Agropress” organized the conference “Agribusinasd Renewable Sources of Energy - Potentials
and Obstacles” at the National Bank of Serbia Hafi, June 29, 2010. The objective of the
Conference was to inform and engage all relevaakesiolders in a constructive discussion
regarding the importance to increase productioanafrgy out of renewable sources. The Assistant
Minister in the Ministry of Energy and Mining preded currently applied regulations, focusing in
particular on Biomass Action Plan 2010-2012, newrees on the requirements for obtaining the
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status of the privileged power (green electrlcp)yq)ducer and stlmulatlons for power production
from renewable sources. In addition, the Minister il -
Agriculture presented the importance of biomg : -
(plant and animal biodegradable waste mater|g
resources, which represent more than 60% of tg
renewable energy potential in Serbia. The event
very well attended (see the photo at the righthwjiss
nearly 200 representatives from the governmps
institutions, industry, research and developm
community and media.

The Agribusiness Project Senior Policy Advisor afits
Finance/ABDS Specialist participated in the
Annual USAID Regional Competitiveness InitiativeGR Conference on Finance and Economic
Growth that took place in Hotel Europe, in Sarajex@tween 18th and 20th April, 2010. During the
three-day event, participants presented and disdussiumber of topics related to competitiveness,
finance, workforce development and economic grawét are particular to Europe and Eurasia. In
particular, the Project staff presented the agiical market information system and promoted the
“Culinaria” trade show in Belgrade. Participamts the conference included leading regional
experts on competitiveness, as well as represeesafirom the regional USAID projects and
missions. This conference was also an opportupityafl participants to discuss possible areas of
collaboration, as well as the effects of the gladwmdnomic crisis in Eastern Europe.

The Agribusiness Project participated in the cariee on Conference on the Status and
Expectations in the Market of Agricultural and FoBobducts in Serbia organized by the USDA

and the Ministry of Agriculture in hotel Zira on i 14 and 15, 2010. The purpose of the
conference was to present the current situation mgard to specific agricultural products, as well

as the economic and other factors that affect thpplg and demand in agricultural products in

Serbian market. The second part of the presentat@ms dedicated to the accession process of
Serbia to the EU, and its implications on the agtizal sector in Serbia, with specific emphasis on

the meat, dairy, fruits and vegetable sector. Thaference gathered representatives of the
government, private sector and donor community.

Task 2.2.4: Support policy implementation

Activity 2.2.4.1: Warehouse Receipts (WHR) -During the quarter, the Agribusiness Project
received the COTR final technical concurrence ® uhsolicited concept paper submitted by the
marketing agency Head Made to support the publiaramess campaign about the warehouse
receipts system in Serbia. The Head Made willagiihe grant funds in the amount of $32,408 to
conduct a series of educational and promotionahtsvand to set-up a communication center to
provide on-going information about the system. Head Made is a partner organization of the
Warehouse Receipts System Indemnity Fund. Theigctargets all stakeholders involved in the
warehouse receipts system and deals with funcgomechanisms and benefits of the system for
the agribusinesses, stimulates and facilitatescigzation of the agribusinesses in the systemim th
harvesting season. Envisioned results of this pt@e beyond this singly activity, and therefore th
project is named “Healthy Economy”. The warehowseeipts system is designed to alleviate the
financial problems that most of the agriculturaloguwcers face while waiting to sell their
commodities stored in the warehouses off-seasoth,emable utilization of the loans for further
agricultural production and processing during tperiod. Adequate implementation of the
warehouse receipts system in Serbia will facili@deicultural production leading to recovery and
further development of domestic agriculture andheoay overall.
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During the quarter, under the grant agreement ‘tHgatconomy”, the following milestones have
been completed and activities conducted:

= Milestone 1: design and production of the educational and ~
promotional material for the training seminars amdrkshops: | %
educational print and video material, including geh brochure
about the WHR system and project Healthy Econorhyeet
versions of inserters customized to different teedegroups and
folders for inserts, flyers, invitation cards, st other
promotional material, etc.

= Milestone 2:promotion and presentation of the WHR Syste
the International Agricultural Fair in Novi Sad (Md5 to 22,
2010). The representatives of the Head Made, IndgrRaond and
the Ministry of Agriculture presented the featuoédshe system at
the stand of the Ministry, organized interactivanoounication
points with touch screens and open discussioneat@pen Door”
workshop with the aim to raise awareness on thefiiserof the
warehouse receipts system among the visitors daihe

= Milestone 3: organization of a two-day training seminar f
warehouse operators to facilitate their particgratin the WHR
system and become registered public warehouses trailmengs
were held on May 31 and June 1, 2010 in AndreWjeiska Gora. The training agenda
included the topics such as operations of the pukéirehouse, organization of controls in
public warehouses, managing technological qualitygmins,
features of the warehouse receipt, relations betwesnks and
public warehouses, trade in grains, etc. Total/fepresentatives
of the warehouses in Serbia attended the training.

= Milestone 4: organization of a one-day training seminar
representatives of commercial banks and insuraop®anies, to
facilitate their participation in the WHR systermheéTtraining was S8
held on June 9, 2010 at Salas 137, Cenej. Therégstpresented about development of new
commercial bank’ services within the WHR system; RVHs official certificates of
ownership over commodities, use of WHR as collatdoa
lending; endorsement of the WHR; bank guaranties
warehouses; collection of debt and of sales of codities linked
with the WHR; possibilities for establishment ofetltlearing
house at the commodity stock exchange that wouldvige
settlement services for financial and commoditiesvatives, etc.
Total of 43 representatives of commercial banks srsdrance
companies attended the training. -

= Milestone 5:organization of a one-day training seminar for t
representatives of the extension service, ruraleldgwment
network, and agricultural cooperatives about tharatteristics of g™
the warehouse receipt system. The training was teldune 11, |l
2010 in the premises of the FINS in Novi Sad. Theemgoal of
the training was to educate representatives oéxtension service
and rural network in the WHR issues to serve asrbye point in transferring information
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on WHR to end users, and further promotion of ty&tesn among agricultural producers.
The training covered the following topics: legistatframework of the warehouse receipts
system, functioning and benefits of the systeme mifl the agricultural producers in the
system, quality and depositing of grains in pulalarehouses, access to finance. Total of 47
participants attended the training.
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OBJECTIVE 3.1: AGRIBUSINESS GRANT PROGRAM

> AcCTIiVITY 3.1.1: ESTABLISH & MANAGE THE AGRIBUSINESS GRANT PROGRAM

During the reporting period, the Agribusiness Retigegrants review committee awarded fifty
one grants with total funding of $354,616, and aidittonal fifteen grants received
preliminary approval with a total funding amount®#8,284. These additional grants will be
awarded in July 2010. In addition to these awamad preliminarily approved grants, there
are twenty one grant applications in the final ssagf review, which have been submitted
within the two grant sub-programs now underway.eSéhprograms are designed to support
producer organizations, and women’s entreprenguiskagribusiness

The grant sub-program for producer organizationgesigned to support non-profit and for-
profit non-governmental producer organizationgnpriove their management and operational
capacities, as well as the provision of serviceth&r members and clients. Following the
COTR’s principal approval for this grant activign open four-week public call for individual
grant applications was placed in the newspaperitileal, and on the Project’'s website. The
Project grant evaluation committee reviewed anduated all fifteeen grant applications
received during the application process. Purstaatite basic selection criteria, the committee
preliminarily approved ten applications with a tofianding amount of close to $500,000.
Accordingly, these ten applications are now beirapstdered for further review and
processing (i.e. two grant applications are readyihal review and approval, while the other
eight need to provide additional information anarifications prior to final review).

The grant sub-program for women entrepreneurshggiibusiness was developed to support
women start-ups in agriculture, through a busirtesging program and then the award of
follow-up micro-grants for the best business pldeseloped by the participating women.
The Project has allocated a provisional amount3@0$000 to support both of these activities
(i.e. the training program, and the start-up grant§he Project's COTR has provided
technical concurrence for this grants sub-progreumich is also in line with the Special
Provisions (A.23) of the Task Order, and the Pitge¥ear Three Work Plan. Following
closure of the public application process, the éabgrant evaluation committee reviewed all
nineteen received grant applications, and selesl®den grant applications for further review
and processing. Based on the specific evaluatiiteria, and the scoring system, the
committee will select up to five grant applicamtsdeliver the business training program in
four selected regions of Serbia to women interestestiarting an agribusiness.

During the reporting period, significant efforts igealso put in place to assure timely
completion of the grants awarded last year, forkeiamg activities and the introduction of

international food safety and quality standardeeske grants have significantly contributed to
the overall sales and employment results reportetlis quarterly report, and provided great
benefits to the agribusinesses involved. Furthfarimation on the impact of these grants is
provided below. Nevertheless, the second roungrafts in the sub-program for marketing
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and promotional activities, scheduled to beginunel2010, has not been launched yet due to
issues with the budget realignment. This is tsé d@ants sub-program planned for this fiscal
year, but most likely it will be postponed to thestf quarter of the next fiscal year, while the
main focus in the next three months will be ondbeve-mentioned grants sub-programs for
producer organizations and women entrepreneurship.

» ACTIVITY 3.1.2: AWARD INVESTMENT INCENTIVE GRANTS TO CLIENT FIRMS

Following COTR technical concurrence to the sixiiyengrant applications submitted within
the grant sub-program for the introduction of intdional food safety and quality standards,
the sector leads visited and/or contacted all gpdi@ants to determine which ones are eligible
for grant assistance. These assessments werecbegeted by June 23, 2010, and the
sector leads recommended fifty five agribusinedsesgrant awards. According to their
proposals, these fifty five agribusinesses willizgi grant funds totaling $268,928 to cover
Project’s share of the costs of consulting andifastion services; while an additional
$265,723 will be provided by the grantees as theatching contribution. Based on the
estimates included in their grant applications,ghent applicants will generate $31.5 million
in additional sales, and add 417 new jobs in theduction facilities. Likewise, as was the
case last year, most of the companies appliechtotS0 22000 standard. While the Ministry
of Agriculture has published the official list okgistered service providers for organic
certification, the Project issued only seven geamérds for the organic standard.

As for last year’s grant sub-program for food safatd quality standards, out of twenty eight
approved grantees, twelve have been certified sowdh an additional two that might
become certified by the end of July, 2010. Thraughhe implementation of this program,
the Agribusiness Project has been adopting a fiexiamework which allows the companies
to complete the certification process in accordanite a pace that suits their financial and
operational capabilities. Yet, many companies haitadrawn, and cancelled their grant
agreements, because of the financial crises wisitha main excuse for not completing the
certification process. Once completed, this gsutt-program will be evaluated, and the
findings will be incorporated in the annual perfamoe report.

The grant sub-program for marketing and promoti@eivities in agribusiness, launched in

May 2009, reached its conclusion this quarter, witenty-one grantees having completed
their marketing projects. These agribusinessese wie most proactive, and they

implemented a variety of marketing related acwgti- including corporate identities and

trademarks, packaging and label design, brochurdssales promo material, website design,
events and promotional displays, corporate saldsog, and retail store design. Only two
companies out of the twenty three originally apgavor grants have not completed their
marketing activities. One company changed themership structure (i.e. it became foreign-

owned) thus becoming ineligible for grant, while tbther one faced bankruptcy caused by
the on-going financial crises.

In order to capture the results of this grant digtithe Project engaged Mr. Jeff Spear, an
international marketing expert who has been progdiis expertise and technical assistance
throughout the implementation of this grant acyivii he follow-up process of Mr. Spear was
imperative in this key stage to evaluate the adn®nts of the service providers in preparing
and delivering appropriate materials, and to cohdncanalysis of the results from this grant
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sub-program. Mr. Spear also provided further gutgaon to the Project on adjustments or
improvements required for the second round of fiegnam. Between May 34and June 9

Mr. Spear met with twenty grant recipients, andrtservice providers. According to Mr.
Spear’s final report, increases in market impact anterprise growth were recorded by all
grant recipients, with only a few exceptions. Tnant recipients reported close to $1.4M in
delivered sales, and 48 new jobs; ABDS revenueseafly $700,000; with further growth
projections over the next two and a half years.il&®#most of this growth is due to enhanced
marketing practices and more effective communioatidelping companies to improve their
marketability has given them new confidence, amtesire to grow their businesses. A few
highlights and indications of the growth impact previded below:

Vegetable Sector ClienBiotrend - Sossini brand
o The response from the new design strategy createdrhplete renaissance of the
company”
0 Increased sales across all markets will resultdouwbling of the size of the business -
adding 15 new employees

Livestock Sector ClientDelikos- Casa Maiac brand
o Sales trends are on the rise — the company hagtanistic outlook for the future in
spite of the economic crisis
o Contacts resulting from the USAID Agribusiness Bebjhave allowed the business to
record early successes.
o The company is penetrating all domestic markets;aarticipating exports to Germany
and all of the former Yugoslavia countries

Herbs Sector ClientMacval Tea- Macval brand
o Added 20 full time employees from the town of Cgaa underdeveloped region) and
another 10 seasonal employees
o Voted 2010 Producer of the Year by the Novi Sadnilier of Commerce
0 Sales doubled in size over the past two years

Dairy Sector Client Niska mlekara- Robi brand
o Robi production increased by 300%, following thi#gaduction of the marketing
campaign, to 30,000 L/month — and Niska will maimgaroduction at this level
0 2009 Sales: €10.7 million; 2010 Sales (project&€d®.7million
0 Increased volume of milk purchases from local fasme

> AcCTiVITY 3.1.3: AWARD ENABLING GRANTS TO ENHANCE DELIVERY OF PUBLIC
GooDS (GRANTS TO POs AND ABDS PROVIDERS)

During the reporting period, the Agribusiness Rrbjawarded the following grants to two
ABDS providers which are aimed at enhancing thevelgl of public goods:

1. Based on an unsolicited proposal, the Halal Agesfc$erbia received a grant award of
$27,670 to support the attendance by six Serbighwginesses at the MIHAS 2010 Trade
Fair, which was held in Kuala Lumpur, Malaysia, du23-27, 2010. The companies
exhibited at one booth under the umbrella of ite@al Agency of Serbia The Halal
Agency of Serbia used the grant funds to implenmemherous activities prior to, and
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during, the trade fair, which included two one-gagparatory educational seminars about
the halal network’s business potentials and oppdrés; field visits to the participating
halal-certified companies; booking of the space amdngements for proper design and
construction of the stand; preparation of the mi@mgematerial; travel arrangements and
other necessary logistics, as well as facilitabbrthe business-to-business linkages prior
and during the trade fair. Based on preliminaguhs, the participating agribusinesses
signed export contracts totaling $70,000, whileadditional $1.1M is under negotiation.
This activity was implemented in close cooperatisith the Malaysian Embassy in
Belgrade, while H.E. the Malaysian Ambassador pealy participated in info seminars.

2. Head Made, a business service provider from Serb@gived a grant award to conduct
activities in support of the promotion and publdueation of the warehouse receipts
system in Serbia. According to the grant applacatHead Made will utilize grant funds
amounting to $32,408 to conduct a series of edueatiand promotional events, and to
set-up a communication center to provide on-goirfgrmation about the system. Head
Made is a partner organization of the WarehouseeiRecSystem Indemnity Fund, which
will assure long-term sustainability of the projectThis activity is focused on all
stakeholders involved in the warehouse receiptsesysand deals with the functional
mechanisms and the benefits of the system for agjribsses. The system stimulates and
facilitates participation of agribusinesses duitggvesting season. The envisaged results
of this project go beyond this single activity, ahérefore the project is named Healthy
Economy. The warehouse receipts system is designalieviate the financial problems
that most agricultural producers face while waittogsell their commodities which are
stored in warehouses during the off-season, anentble the utilization of loans for
further agricultural production & processing durihis period. Adequate implementation
of the warehouse receipts system in Serbia willifate agricultural production, leading
to recovery and further development of domestidgcatjure, and the economy overall.
The project is in line with the approved Year Thweerk Plan, and directly contributes to
the applicable objectives, in particular Task 2.Z4pport policy implementation and
Activity 2.2.4.1: Warehouse Receipts (WHR). Furttetails about this grant activity are
provided under Policy section of the Quarterly Répo

> AcCTivITY 3.1.4: AWARD YOUTH ENTERPRISE GRANTS TO SELECTED STUDENTS

A total of 23 business plans were solicited dutimg second round of Youth Business Plan
competition. Agribusiness Project technical st@éctor leads and the marketing team)
analyzed the submitted business plans and selegtdde business plans as viable business
ideas that can be implemented. Accordingly, thesdve applicants were advised to submit
their business plan ideas to the Agribusiness Brajethe form of a grant application.

However, nine youth grant applications were reatiwéehin the deadline, while two business
plan winners withdrew from the application proces3he grant evaluation committee
approved these nine grants applications, and oril Y, 2010, prof. Mirjana Milosevic,

State Secretary of the Serbian Ministry of Agrioudt, and Mr. Jim Stein, Director of
USAID’s Economic Growth Office, together with Lowéro, the Project’s Chief of Party,
handed over award certificates to the winners igfybar’s competition. The total value of all
nine grants is $149,301; with the USAID share be#itP1,861, while the matching
contribution to be provided by the grant applicatttals $27,440. The grant funds will
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support young entrepreneurs in their businessesamods, which include the production of
specialty cheeses and dairy products, settingsgifaervice milk sales point, a mini dry mill
for fruits and vegetables, medical herbs productiod processing, the production of Shiitake
mushrooms on substrate, setting up high-tunnelymtiah of strawberries on mulch film, and
high-bush blueberry fields. Thanks to Project gfands, these nine youth agribusinesses are
expected to generate additional income totalingc$237, as well as 27 new jobs (full-time,
part-time and seasonal).
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COMMUNICATIONS — Quarterly Report
April 1, 2010 — June 30, 2010

OBJECTIVE 3.2: PROJECT COMMUNICATIONS
Activity 3.2.1: Develop & Implement a Project Comnunication Strategy

Since the media (print & electronic) are one of #key target groups within the Project’'s
Communication Strategy, a continuous effort hasibbeade to inform key medial outlets regarding
Project activities and results. A number of tamis being used in this effort: Press Releases,Medi
Invitations and Advisories, the Media room and Neggment on the Project web site, as well as
sharing updates with the Association of Agricultul@urnalists ‘AGROPRESS’, and “Moja Farma”
media portal, which disseminates information furtioetheir members.

In this quarter the most media coverage was actiitrethe following events/topics:

> In April: Reports on Ambassador Warlick’s visitttte Vocko cooperative in Tavankut
> In May: Reports on the Agropress conference “Itimgan Agribusiness in Serbia”
» In June: Reports on the “Agribusiness and Reneaviabergy Sources”

It should be noted that théouth Business Plan Competition Awardgeceived the largest overall
media attention, however it was ‘spread’ throughilApay and even June, while more reports are
announced for later on, when the winners receigg gquipment/materials.

Even though there is a smaller number of mediartepa this quarter (145), compared to the
previous quarter (200), it should be noted theranisncrease in the ‘quality’ of the reports (a few
examples: on May"™ a feature article, ¥ page, with a photo, on Aggibess Project activities was
published inBlic (the highest circulation daily newspaper in Setbilae National TV of Serbia
(RTS) broadcast an excellent 2 min. piece on thetty®usiness Plan Competition as part of the
best (in terms of viewer audience) rated info paogrin the country “Dnevnik 2; the most
prominent Serbian daily Politika ran the article Ranewable energy sources conference, giving
full credit to USAID etc).

Media monitoring results can be presented throbgiviedia coveragefor this period:

Print Electronic (TV, Radio, Internet) TOTAL

APRIL

7 50 57
MAY

14 33 47
JUNE

12 29 41

QUARTERLY TOTAL
33 112 145
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Media Coverage Breakdown by Event/Topic

During the month of April:

* Information on Ambassador Worlick’s visit to the &km cooperative in Tavankut (32
reports)

* Report on the Youth Business Plan Competition Awawdth mention of USAID
Agribusiness Project support (12 reports)

* Announcement of the Ministerial ‘Common AgricultlRolicy’ Conference (6 reports)

* Reports on the USAID Agribusiness Project activisupport for the “Protection of
geographic designation of Pirot cheese” (2 reports)

» Other reports (total: 5) — interview with Michaeaiey, interview with one of the
Project clients and report on Food Safety confexerall mentioning USAID
Agribusiness Project activities and support (3gnfer Lane’s statement re: Terminal
market project proposal (2)

During the month of May:

* Info on Agropress’ Conference “Investing in agriimess in Serbia” and USAID
Agribusiness Project participation (13)

* Info on new Request For Proposals (RFP) - Supporgribusiness associations and
USAID Agribusiness Project support (12)

* Report on Youth Business Plan Competition Awards wiention of USAID
Agribusiness Project support (6)

* Information on the Conference on trends on EU agyararket and USAID
Agribusiness Project support (5)

* Miscellaneous (total: 6 reports) — feature artaeUSAID assistance to Serbian
agriculture (1); interview with Agribusiness Prdj&irector of Sales and Marketing (1);
statement of Agribusiness Project Director of Sales Marketing on Terminal market
project (1); report on project assistance/trainimgsranberry production (1); report on
project support for the study tour in Spain rehtignnel berry fruit production (2)

During the month of June:

* Announcement of participation of Serbian compaaiag®lIHAS food fair with USAID
Agribusiness Project support (13)

* Announcement of participation of Serbian compaaigsancy Food Show in New York
& Culinaria fine food fair in Belgrade (9)

* Announcement and reports on Conference “Agribusiaesl renewable energy sources”
organized by Agropress and USAID Agribusiness Ftdj@)

* Announcement and report on (Cleaner productiort)fioate presentation, organized by
the USAID Agribusiness Project (4)

* Report on USAID Agribusiness Project & Ministry efivironment workshop on soil
quality in Serbia (2)

* Miscellaneous (total: 4 reports) — Quoting USAIDribgisiness Project sector lead on
raspberry assortment in Serbia (2); Info on Agregr€onference “Investing in
agribusiness in Serbia” and USAID Agribusiness €rbparticipation (1); Mention of
USAID Agribusiness Project support for one of therds’ projects (1)

In this quarter, a lot of effort was put into inaséng the positive image of USAID, through a series
of articles and success stories — which will bated in internal newsletter Fast Facts, as welhas
the Bulletin, to be inserted Blic, highest circulation daily newspaper in Serbia.
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Project Assisted or Hosted Public/Publicity Events

Over the course of the quarter, the Project orgahiand/or took part in, numerous public events
which generated positive press coverage, and winaWided the USAID Mission and the Embassy
with opportunities to participate. These eventduded the following:

» Common Agricultural Policy (CAP) Conference in Belde

» Conference on trends on EU organic market in Newd S

* Youth Business Plan Competition Awards in Belgrade

» Conference on Agribusiness and renewable energge®in Belgrade

* Environment related workshops (Cleaner productiwh lategrated management)

In addition to hosting USAID representatives, thesents were also an opportunity to host and
maintain good cooperation with representativeshef$erbian Government, including the Minister
of Agriculture, Assistant Minister of Energy andmhg, Assistant Minister of Agriculture etc.

Other Media Coverage Generating Activities

Aside from the events, media coverage was alsorgttethrough the Media Advisories and Press
Releases regarding the following project activities

* Announcement of participation of Serbian companiegt international fairs:

Press Releases were sent out to announce paitadtSerbian companies and the presentation of
halal products at th&lihas fair in Kuala Lumpur, as well as regarding participatm® Serbian
companies at thEancy Food Showin New York. A follow-up Press Releases will bepared if
Serbian companies attained good results at these fa

n addition to these international events, Gdinaria fair, to be co-organized by the Agribusiness
Project and BelExpo, has also been promoted inanettirough interviews, articles in newspapers
and relevant Internet portals. Culinaria’'s promoél material (flyers, brochures) was also
distributed at project-organized events.

» Reguest for Proposals (REPSs)

In addition to advertisement in the Politika newsgraand info on the Project web site, Press
Releases were sent out informing the public onRhgect’'s ongoing RFPs: one regarding the
‘Support for Agribusiness associations’and the other one regardindrdcilitating Women
Entrepreneurship in Agribusiness. As a result, the project received 34 applicasidor these two
RFPs, from interested companies/organizations/agsmts.

Activity 3.2.2: Create and Manage an AgribusinesBroject Web Site

In addition to public events and media advisoriesp releases, an important tool in dissemination
of project related information is the Project wéb.s

* In total, the website hafl,394 visitorsduring the third quarter (April-June 2010)

» Of this number, approx7% (3,002) werenew visitors, as shown in the graph below
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In order to assist media in their work and sharéh\general public quality information regarding
project implementation — the RESOURCES page ofatbbsite is continuously updated with new
materials: publications, presentations, researplensaand documents.

The web site is also used as a tool to inform maddhgeneral public on relevant upcoming events
(through the “Calendar of events” and “Media” sec$i/pages), open vacancies, as well as news
from the Project (News page).

Managing the web site aims to keep the Project sitebalive’ - reflecting the changes the Project
is experiencing during its growth (implementatiob)st of changes done in the Third Quarter
include:

» Enriching the Technical assistance page with agage containing info on latest STTAS
missions/engagement (with photos) - chéttip://www.agrobiznis.net/english/recent-
assignments/

» Adding contact, branding guidelines and downloaglaalcuments (logos, photos) in the Media
Room - checkhttp://www.agrobiznis.net/english/14/media/

» Differentiating ongoing and closed RFPs (by listthgm under separate tabs) - check
http://www.agrobiznis.net/english/19/procurement/

* Making a drop-down menu for various segments oRbsources page -
http://www.agrobiznis.net/english/18/resources

» Refreshing the visuals of the Project web sitedpfacing existing photos in the site header
with brighter and bigger onelsttp://www.agrobiznis.net/english/

Overall, the Project website has proven to be &cefe and reliable means of providing Project
information to various project target groups. $igant increases in the number of new visitors to
the web site, as well as a steady number of retgmisitors, shows that the web site offers up to
date, relevant, and beneficial information to istors.
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ADMINISTRATION & PERSONNEL — Quarterly Report
April 1, 2010 — June 30, 2010

OBJECTIVE 3.3: GENERAL PROJECT ADMINISTRATION

» AcTiviTy 3.3.1: PFROJECT ADMINISTRATION & PERSONNEL M ANAGEMENT

During this reporting quarter the project has natl lany significant changes in personnel. Mr.
Milos Stojanovic, the Youth Grant Program Assistamais transferred on a temporary basis to the
Nis field office during the second quarter. Durtings past quarter, as part of the process of fully
staffing the Nis office, the Project completed sledection process for the Program/Admin Assistant
for the Nis office. Mr. Stojanovic was selectedtlas best candidate for this position, and he was
appointed to this position early in the quarteiis €bntract is of limited duration for the time bgj

and it will be extended to run to the end of thej&st once the budget modification has been
approved and the contract with DAI is amended.

The new field office in Nis is also fully establesh at this time, although the full staff compliment
has not been hired as yet. The addition of ancigitral Officer for the Nis field office is pendjn
approval of the budget modification. Once thisasplete this position will be filled (the selectio
process is already complete, and the final canelidatvaiting to be hired). This will allow the
Agribusiness Project to continue to expand thevdiets in the south, and to implement the changes
to the Livestock/Meat sector activities plannedYear Four.

As the Project continues to grow and mature, thga@rational Chart has continued to change
based on changes in staffing and staff assignmexisopy of the current Organizational Chart (as
of April 2010) is provided on the following pagetbfs report.

» AcCTIVITY 3.3.2: PROJECT STAFF MENTORING & TEAM BUILDING EFFORTS

Efforts to develop a staff mentoring system, armgedormance evaluation program, began in Year
Two and continued with an STTA by Ed Salt, a pemsbrmanagement consultant from the

Training Resources Group, in May of 2009. Durihgs tpast quarter there have been no new
developments on this element, and there are n@ pliathis time to bring Ed Salt back to Serbia for
additional assistance on this topic.

» AcTivITY 3.3.3: CONSULTING SUPPORT FOR PROJECT IMPLEMENTATION

The Project continues to utilize the services off 8Tconsultants, both expatriate and local, to
support the in-country staff on their implementataxtivities. Over the course of the past quarter
the Project brought in four expatriate consultaats] completed five local STTA assignments
using the services of four separate consultantsis kexpected that the number of consultant
assignments will increase in the coming quarterthasproduction season begins and technical
assistance can be provided “in the field".
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PROJECT RESULTS & IMPACT — Quarterly Report
April 1, 2010 — June 30, 2010

Similar to the methodology which has been usedferious quarterly client impact surveys, the
data for this quarter were collected from thosentlifirms and producer organizations which had
generated sales, employment and other resultiyuttble to the Project’s assistance. These mesult
could be due to assistance provided in the pastteuar as a result of assistance provided in
previous quarters. As per the data collected énitthpact survey, the Agribusiness Project reports
the following impact results for the Third Quartéryear Three:

« A total of 82 clients received assistance fromRieject in this reporting period; including 64
agriculture-related firms (including eight farmersj producer organizations, 10 ABDS
providers, and one youth NGO. To date, a total®f clients have been registered in the
TAMIS database system, while 370 cliengs
continue to be active, and 217 MoU’s have bgen ABDS
signed with client firms. The image at the righti opodcer POV
graphical representation of the distribution oéuti
organizations this quarter.

Agriculture-

« A summary of Project assistance types provided to rerated Fims
the assisted clients this quarter is as follows:

» A total of 1,091 attendees were been registered at the variousingaprograms and
workshops organized by the Project. These progmaahsded the following specific events
and activities, among others:

0 A training program on cranberry production and pggtion technologies by Project
STTA Robert Tomesh,;

o Training programs for companies conducted by Mr.tePeSwanson on
transformative leadership for business and howeate a culture of success;

o A workshop on the prospects of EU organic market Serbian producers and
processors;

o0 A series of workshops on environmental issues, saghcleaner production in
agribusiness, pesticide safety, and integratedsmilagement.

In addition to these training events, four grantaeds provided for additional training
programs focused on various aspects of the AgRignam, as follows:

o0 Junior Achievement's Innovation EXPO for more thEBO young entrepreneurs
from 11 European countries and Serbia, which waslected under the terms of
grant award no. EG-FY-3-24;

0 A series of technical training programs on beef ligusassurance, and farm
management, were held in Vranje and Bujanovac byAlgontakt, under the terms
of grant award no. EG-FY-3-25;

o Training on halal products, and introductory woisé for the MIHAS trade fair, in
cooperation with Malaysian Embassy in Belgrade &indCedomir Nestorovic, an
expert in halal-food issues, were organized bygitamtee (Halal Agency of Serbia)
under the terms of grant award no. EG-FY-3-35; farally,

0 Under the terms of grant no. EG-FY-3-36, the granteead Made facilitated a
public awareness campaign regarding the wareh@esgpts system in Serbia.
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» In addition to the above mentioned training proggamnd workshops, the USAID
Agribusiness Project supported two national comfees on issues of relevance to
agriculture and agribusiness in Serbia. Theseetentes were:

0 A national conference on th€ommon Agricultural Policywhich attracted 250
participants;

0 A conference on agribusiness and sources of emengyh attracted 189 participants
and significant media attention.

» Also, the Youth Business Plan Competition Award €d@ony was held this past quarter
with over 50 participants attending. All these fewances included attendance of highly
placed government officials, such as the MinisteAgriculture, the State Secretary, etc., as
well as relevant USAID Mission representatives.

> A total of 6 companies attended Fancy Food TradeaSheld in New York City, in the
period June 27 — 29, while Halal Agency of Serhigaaized a joint booth for six halal-
certified companies from Serbia at the Malaysiarnmational Halal Showcase (MIHAS)
held in Kuala Lumpur, in the period June 23 - 2712

« A total of 44 agribusinesses (2@riculture-related firms, 7 producer organizatjoasd two
ABDS providers) reported the following results ditg attributable to Project assistance:

INDICATOR: Dollar value change in agricultural product salesf & SAID Agribusiness
Project beneficiaries
Sales Contracted Sales Delivered Sales Under Negotiation
$5,559,500 $3,375,500 $4,020,000

> A total of 57.4% of the contracted sales, and 63d%he delivered sales, were for the
export of Serbian food and agricultural products.

> With a total of $3,375,500 of sales delivered imimiy this quarter, dollar value change in
agricultural product sales for USAID Agribusinessoject beneficiaries has reached
$13,251,248 this year, which is ahead of this yeannhual sales target of $12 million.
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Y3Q3 Delivered Export by Countries/Regions

CEFTA Americas
6.74% 7.68%

EU
36.24%

Russia
49.34%

> According to the survey results, Russia and ther&tdain the key markets for Serbian
agricultural products, with 85.6% of the total gelies reported in this quarter. As usual,
fresh fruits and frozen vegetables make up theekdrghare of the exports to Russia, with a
total value of $1,059,500. Exports to the EU aotdior 36.2% of the total delivered
exports, and this was made up of primarily freskebkrries, various vegetables, and frozen
fruits. A total of $778,334 of these products wesported to Germany, France, Poland,
Austria, Hungary, and the United Kingdom. Freslgetables, with a total value of
$144,666, were also exported to Bosnia and Croalfie surveyed agribusinesses also
delivered frozen fruits worth $165,000 to the Udigtates and Chile.

Y3Q3 Delivered Sales by Commodities

Dairy Products $560,000

Fresh Vegetable $730,000

Processed Vegetable] $222,000

Frozen and Processed Fru $629,000
Fresh Tree Fruits $779,500

Mushrooms $30,000

Herbs $425,000

> Fresh tree fruits and vegetables are leading tcaskemodities this past quarter, with a
44.7% share of the total sales reported by theese agribusiness clients. This was well
ahead of the frozen and processed fruit and velgetatports, which accounted for only
25.2% of sales. Sales of milk and dairy productsoanted for 16.6%, while the sale of
herbs & spices accounted for 12.6% of the totalevaif all delivered sales this quarter.

INDICATOR: Actual increase in employment in agricultural peessing and services
« Client organizations reported the creation of altof 177 new jobs (i.e. 12 full-time, 54 part-

time, and 111 seasonal) this quarter. Out of tisiber, 26% were women and 20.9% were
youth. To date, the Agribusiness Project has dmritrd to creation of 4,236 jobs, i.e. 298 full-
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time jobs, 335 part-time jobs and 3,603 seasora, javhich is well ahead of the cumulative
target of 3,000 jobs for the first three yearshaf Project.

Results by Beneficiary Categories

The Project survey results, and the data includethe TAMIS system, have been analyzed and
disaggregated into the following groups of Prognts, in accord with the PMP requirements:

Producer Organizations:

« Seven Producer Organizations participated in tineesui.e. three national associations (Fruits
of Serbia, Serbia Organica, and National Assoaidt®erbian Blueberry”) and four agricultural
cooperatives, and they reported delivered salestifeir members directly attributable to
Agribusiness Project assistance valued at $1,387,60t of contracted sales of $3,095,000.
These organizations also reported that an additi$tz040,000 of future sales are under
negotiation. The members of the three national@asons (Fruits of Serbia, Serbia Organica,
and National Association “Serbian Blueberry”) reapdr exports with a total amount of
$1,322,500, while the agricultural cooperative “Xdcko” signed a sales contract worth
$670,000 for exports to Russia.

Agriculture-related Firms:

« A total of 64 agriculture-related firms receivedject assistance during this reporting period,
while 35 agriculture-related firms reported saled amployment results directly attributable to
Project assistance provided prior to, and duringdbarter.

e A total of 62.8% of the agriculture-related firmsat participated in the impact survey are
considered small businesses; i.e. they employthess50 workers, and have an annual turnover
of less than $10 million. Twelve of the surveyeplieulture-related firms (i.e. 34.3%) employ
between 51 and 250 workers, and have annual tursitivat exceed $10 million. Only one firm
(Mlekara Sabac) is considered to be a very larggbaginess, as it has more then 250
employees and an annual turnover of over $50 millidhese data show that Project assistance
is primarily focused on Serbian SMEs involved imi@gture and agribusiness.

ABDS Providers:

« Ten ABDS providers received Project assistancenduthe reporting period. Two ABDS
providers reported the generation of $15,720 in nevenues, thanks to USAID Agribusiness
Project assistance.

INDICATOR: Number of farmers and firms accessing new techogies with the support
of USAID Agribusiness Project

A total of ten agriculture-related firms, two pradu organizations, and one ABDS provider
reported the introduction of new technologies tlsatakAgribusiness Project assistance. These new
technologies include a new berry fruit growing teigue under tunnels, potted and hydroponic
production, as well as post-harvest operations Wighry fruits. In addition, ozone generator
technology, enriched UHT milk, and packaging ugsgamid tea bags are under consideration.
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USAID Serbia Agribusiness Project

Quarterly Report — Year Three, Quarter Three

April 1, 2010 — June 30, 2010

Annex 9 — Project Weekly Reports

1)  Weekly Report — Week of April 5"

2)  Weekly Report — Week of April 12"
3)  Weekly Report — Week of April 19"
4)  Weekly Report — Week of April 26"
5)  Weekly Report — Week of May &

6) Weekly Report — Week of May 18
7)  Weekly Report — Week of May 1%
8)  Weekly Report — Week of May 24
9)  Weekly Report — Week of May 3%
10) Weekly Report — Week of June 7

11) Weekly Report — Week of June 14
12) Weekly Report — Week of June 2%

13) Weekly Report — Week of June 28
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DAIRY/ENVIRONMENT: The USAID Agribusiness Project has
finalized plans for a Trade Mission to the US state of Wisconsin for
representatives of Lazar Dairy from Blace. Two Project staff
members will accompany the owner and farm manager from Lazar
on a four day mission fo visit operating GHD designed anaerobic
digesters at selected dairy farms in Wisconsin. The owner of GHD,
who visited Serbia in November 2009 on a USDA mission, has
selected four sites for the visits which will take place on the 19" and
20™ of April. These sites will give the Lazar representatives critical

USAID Serbia Agribusiness Project — Weekly Report
Week of April 5, 2010
COTR: Djordje Boljanovic

information on the GHD digesters, and should lead to a decision on the part of Lazar to mstall a
GHD digester at their farm. The picture at the right shows the digester tank at Volm Farm, in
Kewaskum WI. which is one of the sites that will be visited as part of this Trade Mission.

Other Project Activities:

’

Producer Organizations/Mushrooms: A group of 20 companies. all processors and exporters of wild
mushroom products, have established a new national association to officially represent the wild
mushroom industry in Serbia. Project staff attended the formation assembly meeting of this new
association, and advised the members on important aspects of the new Law on associations and how to
structure and develop a sustainable organization at the national level.

Collaboration: Agribusiness Project staff met with Pat Foster-Truly, an independent consultant
advising the Mission on bio-diversity issues. and provided her with information and contacts that she
will be able to use as she completes her assignment in Serbia. AgBiz Project assistance focused mainly
on the issue of wild herb collection, as this is a sector which has some regulatory issues (ie licensing and
control of exports) and where there may be issues related to endangered plant varieties.

ABDS/Finance: Project staff met with representatives of Opportunity Bank to discuss a potential client
for their subsidized loan program. AgBiz Project staff recently visited the livestock & meat processing
company. SIM Impex, in Bela Palanka. and they expressed an interest in securing new debt financing for
their working capital needs. The ABDS/Finance Specialist will inform SIM Impex regarding the terms
of the loan program available from Opportunity Bank. and intervene to assist when and where needed.

Tree Fruit: ZZ Vocko cooperative has completed the design and printing of promotional material as
part of the AgBiz Grant program for marketing & promotional activities.  The cooperative has
developed a website, marketing material. and new packaging. with the cooperative logo. as well as labels
for fresh produce for export. A new buyer from Russia has already contacted Vocko thanks to their
website, and this buyer has contracted for fresh fruit deliveries worth $670,000.

Vegetables: The Biotrend company, from Novi Sad. has finished the re-design of their packaging for
their salads and sauces which will be used for the local market starting in April. These new designs have
been prepared for three separate products, which will be packaged in 500 gr and 200 gr packaging for the
retail market. With their previously redesigned packaging for other products. BioTrend has seen a
significant increase of their sales in super market chains. With both product lines they will now launch
a direct marketing campaign. which will include product sampling and tasting in the retail chains.

Grants: During the past week the Agribusiness Project reimbursed a total of $11.249 to the following
grantees: 1) Ribnjak “Sutjeska” received the final reimbursement for their grant upon successful
introduction of the ISO 22000 standard, and 2) Junior Achievement Serbia received an interim payment
in the amount of $8.800 upon successtul completion of Milestone 1
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USAID Serbia Agribusiness Project — Weekly Report
Week of April 12%", 2010
COTR: Djordje Boljanovic

ABDS/MARKETING: The Project’s ABDS/Fmance Specialist, accompanied by Marketing staff
and the Dairy Sector Lead, paid a visit to INGA 2010, the Zagreb trade fair for specialty foods to
learn from their experience in developing and launching a new regional trade fair
for the food industry. Project staff met with individuals and organizations that will
assist with the development of the Belgrade fair, and they received positive
feedback on the concept. and the potential for the fair. At the same time the
Project has continued to work with the organizers of the fair (Expo XXI) and the
flyer to publicize the fair has been finalized and printed. An image of the cover
page of the flyer is shown at the right. By the end of April the web site for the fair
will be completed and on-line, and mterested individuals will be able to leam
about the fair from and register as an exhibitor, a buyer, or a participant.

Other Project Activities:

~ Policy: In response to the RfP for a Study on the Impact of Liberalization on the Serbian Agricultural
Sector, the Project received a proposal from SEEDEV which proposed a team of eminent researchers for
the study. This study will undertake both quantitative and qualitative analyses of the effects of
liberalization under the SAA. the free trade agreements with Turkey and Belarus. and accession to the
WTO, across the agricultural sector. The study will present what are the expected effects of these trade
liberalizations on the agricultural sector, and distinguish these liberalization effects from those effects
due to improvement in the regulatory environment. changes in FDI. the global financial crisis, and
industrial and agricultural restructuring. The Project is negotiating with the vendor for this study.

» Herbs & Mushrooms: The Agribusiness Project grant to Fructus doo, for the design of new labeling
and packaging for various tea products. has been successfully completed and the Project has reimbursed
$14.000 to the company for the project. Fructus invested $54.000 in this gy B s B FrucTus *
project. mainly for the cost of printing the new labels and packaging. Fructus o
has also reported a total of $210,000 in new product sales as a result of this
grant assistance, and nine new full-time jobs have been created so far. In
addition, because of the new packaging of their products. Fructus is
negotiating exports of their teas to new buyers from Slovakia and Poland. The
image at the right shows some of their new tea packaging.

» Berries: Mr. Mihailo Nikolic continued his STTA assistance for High Tunnel
Raspberry production. Together with the Sector Lead. Mr. Nikolic visited several clients in southern and
central Serbia. and monitored the condition and development of recently-established primocane
raspberry fields. The consultant advised producers on field management measures. and recommended
potential sites and preparatory activities for additional high-tunnel, and/or shade production. Via the
upcoming Study tour to Spain. and with a US expert on High Tunnels, the Project will continue technical
assistance to expand berry fiuit production for the fresh market. and for seasonal extensions.

# Marketing & Sales: The Marketing & Sales team organized a meeting between a buyer from the
Swedish Nefto supermarket chain (representing more than 1200 shops in 5 EU countries). and 10 Serbian
companies, based on a request from the Atle coldstore. Atle. which is already supplying Netto with
frozen fruits, received an inquiry from them on the possibility of consolidating truck-load shipments of a
variety of products from Serbia. The Project team contacted potential suppliers. organized the meeting,
and facilitated negotiations between the buyer and the suppliers that participated in the event. Ten
companies have sent samples of their products for quality testing by Netto, and based on the response
following the testing. Atle will organize the first shipment of consolidated goods.

» Grants: The Agribusiness Project has reimbursed grantees a total of $29.755 following completion of
their grant programs. This includes $10,770 for Kuc Dairy. $14.000 for Fructus doo. and $4.985 for
Youth Business Plan grantee Milos Prokic for a blanching/rehydration machine (prune production).
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USAID Serbia Agribusiness Project — Weekly Report
Week of April 19, 2010
COTR: Djordje Boljanovic

COMMUNICATIONS: The US Ambassador to Serbia, H. E. Mary Warlick, together with Mike
Harvey and other USAID officials, along with the USAID Agribusiness Project Chief of Party,
visited a farmers cooperative near Subotica (in Tavankut) known as Vocko. This cooperative was
formed with USAID assistance and has continued to be a partner with other USAID projects since

then. Since its formation. the Vocko Cooperative has received
equipment and technical assistance from USAID (via the projects)
totaling $120.000. The Ambassador’s visit received significant local
and regional (Vojvodina) media coverage, and a report on the event
was distributed to 25 local TV stations throughout Serbia by the
"Moja Farma" media outlet. The picture at the right shows the
Ambassador with representatives of the Vocko Cooperative, and
other members of the Ambassador’s delegation.

Other Project Activities:

’

Policy: The Minister of Agriculture announced a conference titled "CAP Reform — Accession and
Cooperation Challenges™ at a press conference at the Chamber of Commerce. The Conference will be
held at the National Parliament on May 14™ with an anticipated attendance of 300 people, including up
to 70 representatives from foreign ministries of agriculture. The Conference will address CAP reforms
underway in the EU, and their implications for Serbia’s national agrarian policy and international trade
in agricultural products. The conference is being organized by the Ministry of Agriculture. the Serbian
Chamber of Commerce. the Belgrade Chamber of Commerce, the Alliance of Serbian Cooperatives. and
the Institute for Agricultural Economics. with support from the USAID Agribusiness Project.

Tree Fruit/Producer Organizations: The Tree Fruit Sector Lead and the PO Specialist have provided
advice to two ABDS providers seeking to become the local service provider for the Agrofresh company,
and Smartfresh. In accord with criteria from Agrofresh regarding service providers, two companies
(Agrol and Profiuit) were contacted based on their business capacities. their experience with the Serbian
apple industry, and their compliance with the criteria. During the coming week. Agribusiness Project
will facilitate meetings with these companies and representative of Agrofresh to assist with identifyng
the most suitable company to be the authorized service provider for the Smartfresh product in Serbia.

Producer Organizations: The Grant Program for Agribusiness Associations was launched on April
20™ with an open call in the Politika daily newspaper. The Project’s Producer Oorganization Specialist
prepared the final technical documentation. the RfA. the Program Overview and Criteria. and the
Application Form, which are posted on the Project website. The deadline for applications is June 3.
The primary goal of the Program is to help associations develop and implement a range of activities to
improve their capacities to serve members. to advance their sectors, to foster growth, and to become
viable before the Project ends. Relevant information has been distributed to all client associations.

Marketing/Sector Leads: Marketing & Sales. in collaboration with the Sector Leads. organized a
working breakfast with the Serbian economic attachés who will be departing for their foreign posts in the
near future. The Project also organized the participation of company representatives, representing all six
Project sectors. Both the attachés and the company reps (more than 60 participants) were satisfied with
this initiative. and the breakfast was held in a collegial and effective working atmosphere. The Project
will continue to monitor the work of the attachés, and follow up as necessary in the future.

Grants: This past week the Project paid out a total of $50.391 to three grantees. This included $11.837
to BioTrend Donato and $19.533 to Zdravo Organic for successful completion of their marketing &
packaging grants, and $19.021 to Agrar Kontakt for the completion of Milestones 1 and 2 in their Beef
Quality Assurance and Farm Management Training Program. The firm SIM Impex (Livestock Sector)
from Bela Palanka also signed an MOU with the Project this past week.
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USAID Serbia Agribusiness Project — Weekly Report
Week of April 26™, 2010
COTR: Djordje Boljanovic

Youth/Communications: Prof. Mirjana Milosevic.
State Secretary of the Serbian Ministry of Agriculture
and Jim Stein, Director of the USAID Economic
Growth Office. together with Lou Faoro USAID
Agribusiness Project CoP. announced on April 29,
2010 in Belgrade. the winners of competition for the
best youth agriculture-related business plan. Nine
young entreprenewrs from Vojvodina. Central,
Western and Southern Serbia. who were awarded the
certificates on this occasion, will receive small grants
valued at over $120.000 that will enable them start or
improve their own small agribusinesses (mini-dairy,
high-tunnel production of strawberries. production of
mushrooms, fruit drying etc.). This event received
excellent national and local media coverage (two broadcasts on national RTS TV — one was 2 min long. with
the statement by Jim Stein. in the prime time news program called "Daily News 2"). Independent production
“Moja farma™ reporters covered the event and will distribute it further through their network of 25 local TV
stations throughout Serbia. Additional media coverage was agreed with the national Fox TV to promote each
of the awardees and present a new round of the USAID Agribusiness Project's competition later in May.

Other Project Activities:

» Grants/Policy: CTOR gave his technical concurrence for 69 international food safety and quality
management standards grant applications. The Project will spend $348.219 while the grant applicants
will provide matching contribution in the total amount of $328.744 to cover 50% of the total consulting
costs and 30% of the total certification costs. Based on the estimates included in their grant applications.
they will generate $35.8 million in additional sales, and add 597 new jobs.

» Grants/Gender Program: COTR provided principal technical concurrence for the grants program to
support women entrepreneurship in the rural areas of Serbia through a training program and start-up
grants. The Project allocated a provisional amount of $300.000 to support both activities (training
program and start-up grants).

» Grants/Marketing: COTR provided a final technical concurrence to the unsolicited concept paper
submitted by Halal Agency of Serbia to support attendance of 15 Serbian agribusinesses at MIHAS 2010
Trade Fair, which will be held in Kuala Lumpur. Malaysia. in the period June 23-27. 2010. According to
the grant application. the Halal Agency of Serbia plans to utilize the grant funds in the amount of
$42.990 to cover the costs of booth space and promotional material. as well as the cost of project
management and coordination. According to the preliminary estimates. the participating agribusinesses
will generate $800.000 in additional export and 10 new jobs. while up to 15 agriculture-related firms and
the members of 12 producer organizations will benefit directly thanks to this project.

» Herbs and Mushrooms: Sector Lead attended the Tea&Coffee World Fair in
Vienna. Austria on April 25-27, together with representatives of Macval. Herba and
Fructus herb companies. to assist them in making new sales transactions. As a
result of this activity. initial contracted sale is at the level of $310.905 and the total
additional sales under negotiation are at $340.200.

~ Environment: COTR gave his technical concurence for implementation of the
national PSEE/SPU training program. The project received inquiries from 2.911
farmers located in 3 regions in Serbia. Implementation of the training program is
expected to start in June 2010 and it should be completed by the end of September
2010.

TEA&COFFEE

TEA & SOFERL IWDRLD Cop vl
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USAID Serbia Agribusiness Project — Weekly Report
Week of May 3™ 2010
COTR: Djordje Boljanovic

DAIRY/ENVIRONMENT: This past week the Dairy Sector Lead and the DCOP participated in a
Trade Mission to Wisconsin with representatives of Lazar Dairy from Blace. The host in Wisconsin
was GHD Inc, a designer and builder of anaerobic digesters specifically designed for dairy farms.
During the week six digesters were visited, ranging in size from 3.500 cows. to 800 cows. The
GHD digesters are very practical and simple, and cost much less to build and operate than the types
offered by European suppliers. The GHD digesters also provide a higher energy yield, and as a by-

product they produce a fine sterile fiber that can be used as bedding for the cows. The photo at the
right shows Steve Dvorak of GHD explaining the value of the fiber =
to Milan Vidojevic, owner of Lazar Dairy.  The USAID
Agribusiness Project will continue to work with Lazar Dairy to
support the introduction of this new US technology. While Lazar 1s
mterested i pursuing this technology for their dairy farm. the
Project will provide them with support on the policy and regulatory
areas to insure they receive the benefits prescribed by the new laws
regarding alternative energy production.

Other Project Activities:

» Policy: The Minister of Agriculture, along with the Vice-President of the Serbian Chamber of
Commerce and the President of the Belgrade Chamber of Commerce, announced the forthcoming
iternational conference "CAP Retform — Accession and Cooperation Challenges”. af a press conference
held on May 7™ at the Serbian Chamber of Commerce. The Conference will take place on May 14™ with
an expected 300 participants. The Conference will deal with reform of the EU CAP program. and
implications of the reform on Serbia’s national agrarian policy and international trade in agricultural
products. The USAID Agribusiness Project will cover the costs of printing and design of promotional
material and catering for the conference.

» Berries: Cranberry Consultant, Mr Robert Tomesh completed his second assignment in Serbia to
support cranberry growers and the development of local expertise for this new berry fiuit crop. Together
with local consultant Jasminka Milivojevic, and the Berry Fruit Sector Lead. the consultant delivered
two training sessions on Cranberry Production and Propagation Technologies. These training sessions
were held at Belgrade University (Faculty of Agriculture). and at the University of Kragujevac (Faculty
of Agronomy) in Cacak. Both sessions attracted a lot of interest and were extremely well attended —
with over 180 participants in total. As part of the program. Milos Stojanovic introduced the Youth
Business Plan Competition program. and invited students planning to start-up a new business to apply.

» Marketing/ABDS: The contracted design studio finished the second brochure for
the Culinaria trade show (see image at right). The Project has agreed with GTZ to
begin printing the materials - with 4000 copies produced this week - 2000 small
brochures: 2000 large brochures. Agribusiness Project staff will attend the Sarajevo
RCI regional conference next week, where the Culinaria trade show will be presented
to regional USAID Projects to seek their support and cooperation.

» Grants: Following USAID technical concurrence, an advertisement was placed in
“Politika™, and on the Project’s website, for a new grant program to support women
entrepreneurship in the rural areas of Serbia. Pursuant to the RfA the Agribusiness
Project will award up to five grants, for up to $30.000 each. to local for-profit and/or
non- profit non-governmental organizations to design and implant a specifically
designed training program for women entrepreneurs. Following participation in the
training programs. individual grant awards will be made to a number of women entrepreneurs to support
their efforts to develop new. start-up. agribusinesses. The activities undertaken with these individual
grants must be completed within one year from the date of the grant award.
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USAID Serbia Agribusiness Project — Weekly Report
Week of May 10" 2010
COTR: Djordje Boljanovic

POLICY/AG INFO: The USAID Agribusiness Project supported the organization of a conference
titled "CAP Reform — Accession and Cooperation Challenges”, which was held on May 14™. The
conference addressed the issue of reform of the EU CAP program. and the implications of these
reforms on Serbian national agrarian policies, and international trade in agricultural products. In
addition to the President of the Republic of Serbia. Mr. Boris Tadic. the Minister of Agriculture Mr.
Sasa Dragin and Mr. Jerzy Plewa, the Deputy of Director General for Aguculrme of the EU
Comussion participated in the conference. The conference also [
brought together the ministers of agriculture from Croatia,
Macedonia, Portugal, Estonia, Hungary, Slovakia, and the Czech
Republic. and they shared their views regarding of CAP with the
participants and offered advice on the accession process. The
conference was attended by 300 participants, representing the
Serbian government, foreign governments, the private agribusiness
sector, the diplomatic corps, and media. There was extensive
coverage of the Agribusiness Project support for this conference.

Other Project Activities:

» Environment: The Agribusiness Project held a kick-off workshop for the Pesticide Safety and
Environmental Education/Certification program this past week. A total of 85 participants (trainers to be
used in the broader pesticide safety education program) attended the workshop. and they took pait in
basic PSEE trainings. and preparation of the worl-plan for the training program. The PSEE tools and
methodologies of field testing. evaluation, and reporting on the PSEE training results have also been
finalized. along with the design of brief handbook of short-listed tools and reporting formats.

» Producer Organizations: The Producer Organization Specialist represented the Project at a panel
discussion on “Agricultural Producers Associations and Financing of Agricultural Producers™ held in
Kula this past week. The panel was part of the regional Program “Business Backa™ connecting local
enfrepreneurs with potential strategic partners. Speakers included Milan Stegi¢. Assistant Minister of
Agriculture, Dr. Miladin Sevarli¢ from the Agriculture Faculty in Belgrade, and the regional manager of
ProCredit Bank. The Producer Organization Specialist used the opportunity to discuss potential joint
activities with the assistant Minister of Agriculture and other stakeholders from the cooperative sector. It
was agreed that national conference with topic on Serbian agricultural cooperatives in transition to EU
and reform of cooperative sector in Serbia would be a great chance to address this issue in public and
speed up the development of Serbian farmers cooperatives.

» ABDS/Finance: Mr. Pete Swanson. from Carr Swanson and Randolph. provided two three day
leadership training programs for 26 companies and Agribusiness Project staff, and one three day
training-of-trainers program for eight consultants who will become leadership trainers in the future. The
purpose of the training program was to strengthen the competitiveness of Serbian agricultural enterprises
through improving the participants™ ability lead, motivate and inspire their employees, colleagues and
superiors. The program is based on Kouzes and Posners™ well known book The Leadership Challenge.
At the end of the course the students had a clear understanding of their own ability to lead innovation
and the development of their companies no matter where they are placed within the organization.

» Grants: The USAID/COTR has provided final technical concurence to the unsolicited concept paper
submitted by Head Made, a local marketing agency. to support a public awareness campaign for the
warehouse receipts system in Serbia. Head Made will use grant funds to conduct a series of educational
and promotional events, and to set-up a communication center to provide on-going information regarding
the warehouse receipts system. The Head Made is a partner organization of the Warehouse Receipts
System Indemnity Fund. The proposed activity will target all stakeholders involved in the system and
will deal with the functional mechanisms and the benefits of the system for agribusinesses and farmers.
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USAID Serbia Agribusiness Project — Weekly Report
Week of May 17™ 2010
COTR: Djordje Boljanovic

SOUTHERN STRATEGY: Over the course of the past week the USAID Agribusiness Project
organized a number of activities and events to support the Southern Strategy and to capitalize on the
availability of the new field office in Nis. The DCoP and Milos Stojanovic from the Nis office
spent two days visiting new companies that have applied for grants to adopt international standards.
The Vegetable Sector Lead visited grant program applicants as well, and met with the RARIS office
i Zajecar to discuss potential collaboration on the preparation of a study on vegetable production
and processing for the Timok Region of Serbia. The Operations Director and Marijana Bozic from
the Cacak office also spent two days in the south, visiting with women entrepreneurs and members
of women’s associations that may become Project partners. The
Agribusiness Project will now be making more extensive use of the
field office i Nis, by having the Sector Leads and Cross Cutting
Specialists spend more time working from the office, and by
organizing traming sessions and other Project events that can be
held in the conference area in the new office. The photo at the right
shows employees of HERA doo i Prokuplje preparing burek.
which they freeze and sell in Serbia and the EU as well. HERA has
applied for an ISO standards grant.

Other Project Activities:
» Berries: During this past week the Project successfully implemented the Berry Fruit study tour to Spain.
Ten representatives of berry fiuit producers and ABDS providers, along with the Berry Fruit Sector Lead

and a local consultant. travelled to Huelva province and visited
leading producers and suppliers of the EU market with fresh
raspberries and strawberries. During this four-day activity the
participants visited berry fruit fields set-up under tunnels. as well as
grading and packing units of the host businesses, and they learned
about the details of fresh berry fiuit production, post-harvest
operations and marketing. Through the provision of advisory services
by both expatriate and local consultants. the Project will continue to
support to Serbian berry fiuit industry to establish exports of fresh
berries to the European market. The picture at the right shows the
group observing blueberry production under high tunnels.

» Communications/Berries: On May 23™ an introductory four-minute report on the Study Tour to Spain

was broadcast on B92 during “Znanje na Poklon”. In the program one of the participants spoke of his
impressions from the tour, and his plans to apply the knowledge he gained. This educational series,
introducing the production of berry fruit under high munnels and/or hoops. will be continued over the next
few weeks with programs on how to set-up tunnels. and how to manage bramble plants under covers.

» Dairy/Grants: During the week of May 17 to 21% the Dairy Sector Lead focused on the Dairy
Management Software Training program - Phase IV (out of V). Technical staff from the Sabac. Kuc,
and Mladost dairies were trained on how to use four program modules, and adjustments to the software
package have been completed to customize it for each of the individual dairy companies participating in
this grant activity. Completion of the training program is expected to take place in early July 2010.

» Grants: During this week the Project paid out $65.028 as reimbursement to four grantees under the
Marketing & Packaging grant program. The clients receiving payments were as follows: Sigma AZ
(($5.940): Macval Tea ($22.950): Rick’s Technology ($6.140): and Vino Zupa ($30.000). The Project
will be launching a second round of the Marketing & Packaging grant program in the near future.
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USAID Serbia Agribusiness Project — Weekly Report
Week of May 24 2010
COTR: Djordje Boljanovic

BERRIES: On May 30™ the third in a series of short TV broadcasts regarding the introduction of
high-tunnel production technology for berry fruits was broadcast on TV B92 within their
agricultural program “Znanje na Poklon”. Prof. Mihailo Nikolic (AgBiz Project consultant for
berry fruits) was the guest presenter on the program and he comumented on the Berry Fruit study
tour to Spain which was organized by the Project, with assistance from World Learning. Prof.
Nikolic reviewed the berry production technology applied i Spain,
and explained how Serbia can proceed to develop the production of
berry fruits under high-tunnels, and to expand the export of fresh
berries. During this broadcast, both Mr. Travcevic, the director of
the program and Mr. Nikolic emphasized USAID’s support and role
in the process, and their appreciation for the assistance provided by
the USAID Agribusiness Project. The photo at the right shows
some of the study tour participants examining berry production
under high-tunnels in Spain.

Other Project Activities:

~ Producer Organizations: The Project’s Producer Organization Specialist has been holding a series of
meetings with Serbian agribusiness associations which are interested in applying for the recently
launched grant program for associations. Meetings were held with the President of Serbian Coldstores
Association, the President of Serbian Flora Association. representatives of the Serbia Organica
Association. and the business secretary of “Fruits of Serbia”. All four associations are in the process of
finalizing their grant applications. These associations bring together many of the main stakeholders from
targeted sectors. The PO Specialist also provided advisory assistance to the associations on Grant
Program criteria. and the application procedure.

~ Policy/Ag Info: The USAID Agribusiness Project signed a contract for preparation on the Study on the
Impact of Liberalization on Serbian Agriculture, with the local consulting company SEEDEV. The
study will be completed over two phases. The first phase will encompass preparation of a general tariff
analysis of the liberalization process and its impact, and this part of the Study is due on July 25, 2010.
The full report encompassing the general tariff analysis, and sector specific detail analyses. is due on
September 25, 2010. A team of local and foreign experts, with extensive backgrounds in agriculture,
macro and micro-economics, and international trade. will be responsible for preparation of the Study.

» Policy/Warehouse Receipts: The marketing agency Head Made has completed milestones 1 and 2
under their grant agreement to support the public awareness campaign for the warehouse receipts (WHR)
system in Serbia. Head Made is a partner organization with the Warehouse Receipts System Indemnity
Fund. Milestone 1 encompassed the design and production of educational and promotional material for
training seminars and workshops regarding the warehouse receipts system. This is the key grant-funded
activity, whereas all the educational print and video material, promotional brochures. flyers, invitation
cards. posters. etc will be used during the training programs and workshops. and they will serve as
reference materials afterwards. Within milestone 2. a series of activities were conducted during the
International Agricultural Fair in Novi Sad to assure adequate promotion. and information dissemination,
for the warehouse receipts system. The Grantee, representatives of the Indemnity Fund. and the Ministry
of Agriculture, presented the features of the system at the stand of the Ministry of Agriculture; the
Grantee also organized multimedia inferactive communication points for Novi Sad Fair visitors, and
organized discussions at the “Open Door™ workshop to provide feedback on the system.

» Grants: During this week the Project paid out $33.665 as reimbursement to three grantees under the
Marketing & Packaging grant program. The clients receiving payments were as follows: FoodLand doo
($21.903): AgroParter doo ($1.794). and Suncokret doo ($9.968). The Project will be launching a
second round of the Marketing & Packaging grant program in the near future.
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USAID Serbia Agribusiness Project — Weekly Report
Week of May 31 2010
COTR: Djordje Boljanovic

Policy/ABDS: Under an Agribusiness Project grant agreement to support the public awareness
campaign regarding the warehouse receipts system in Serbia, marketing agency Head Made
organized a two-day training seminar for warehouse operators to facilitate their participation in the
warehouse receipt system so that they can become registered public Walehouses The training
program was held on May 31 and June 1* in Andrevlje, Fruska
Gora. The agenda included the topics such as operations of a
public warehouse. organization of conftrols in public warehouses,
managing the technical quality of grains, features of the warehouse
receipt, relations between banks and public warehouses, and trade
m grains, etc. More than 60 representatives of Serbian public
warehouses. and other interested parties attended the event.

Other Project Activities:

» Producer Organizations/Tree Fruit: As part of the Project’s assistance for tree fruit cooperatives, and
the owners of storage facilifies for fresh apples. to introduce SmartFresh as a new postharvest technology
for Serbia, the PO Specialist and the Tree Fruit Sector Lead have been assisting the US company
Agrofresh. the owner of this technology. Project assistance has focused on the registration of the
technology in Serbia. and the identification of a local service provider that can market the technology
here. With Project support. Agrofresh has decided to introduce Smart Fresh into Serbia in September.
and the Serbian apple industry will now have access to this new postharvest technology. The PO
Specialist and the Tree Fruit Sector Lead met with the selected local company that will represent
Agrofresh, and discussed further Project assistance regarding preparing the cooperatives involved in
apple growing. and other stakeholders from the apple industry.

» Herbs & Mushrooms: The Herb & Mushroom Sector Lead and the PO Specialist met with Zora Dajic,
to discus the “Serbian Flora™ proposal which will be submitted in response fo the grant program for
associations. Zora was hired by the association to develop their proposal and she will be responsible for
implementing the association’s activities. The Agribusiness Project also organized an assembly meeting
of ““Serbian Flora™ so the members could discuss. and make final decisions on. activities which will be
supported by grant funds.

» Berries: The Berry Fruit Sector Lead attended the opening ceremony of the new fruit dryving plant built
by Project client Sirogojno. in Rupeljevo near Pozega. This is the first plant in the Balkans which uses
the sugar-infusion fruit drying technology. Besides the many suppliers and clients of Sirogojno. a
mumber of ABDS providers and representatives of local and/or regional authorities attended the
ceremony. During the event the company’s management emphasized the importance of the assistance
that the Agribusiness Project provided. which has been focused on the development of sales/exports, and
the introduction of international standards.

» Producer Organizations: The Producer Organization Specialist has been continuing to respond to
inquiries from interested organizations which are contacting him regarding the announcement of the
Association Grant program. The Producer Organization Specialist has provided all interested
associations with additional information on the program which will help them to prepare complete and
responsive applications. The deadline for the submission of grant applications was Thursday. June 3,
and as of that date 17 associations had applied for this grant program.

» Grants: During this week the Project paid out $68.215 as reimbursement to five grantees under three of
the Project’s grant programs. Foodex ($1.159). Agroziv ($24.632) and PK Zlatobor ($13.916) received
reimbursement for costs they incurred as part of their marketing grants. Agrar-Kontakt ($9.777)
received reimbursement for costs related to the Beef Quality Assurance training program. and Head
Made ($18.731) received an interim payment for promotion of the warehouse receipts system.
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USAID Serbia Agribusiness Project - Weekly Report
Week of June 7™ 2010
COTR: Djordje Boljanovic

BERRY FRUIT: During the second week of June the harvest of the Project’s strongest export
commodity — raspberries — began. As usually, the first raspberries i Serbia were harvested m the
Sabac region. The quality of fruit is only average. As a result of the heavy rainfall in May,
followed by extremely warm weather in early June, it is expected that the total yield of raspberries
for 2010 will be 20% to 30% lower than anticipated, and it will be far below the 86.900T recorded
in 2009. Even though export prices have been declining over the last twelve months, the total
exports of raspberries reached $198.5M (61.000T) m 2009. Besides the poor weather conditions
which can severely affect the quality and quantity of fruit harvested, the hottest issue for growers
and processors is the purchase price — first estimates are that farmers will be paid around 1.5€ per
kilogram of raspberries delivered to a coldstore, or the nearest collection point.

Other Project Activities:

» Vegetables: On Wednesday June 9™, at the Agribusiness Project office in Nis, the Vegetable Sector
Lead organized the first meting of the group which will work collaboratively on the developmenr of an
analysis of the vegetable sector in the Timok Region. This analysis will cover ten municipalities in this
regaion. including: Boljevac, Kladovo. Knjazevac, Majndapek. Sokobanja. Bor, Zajecar, Negotin and
Golubac. A draft scope of work for this assignment was reviewed and discussed with representatives of
GTZ. LEDIB, RARIS, and the USAID office in Nis. The final version of the SOW will be submitted to
the Project’s COTR for review and approval within the next two to three weeks. The expected duration
of this study is three months, after which a final report and recommendations will be presented at a
conference to be held in one of the municipalities included in the study.

» Environment: The Project’s Environmental Advisor organized a “Cleaner Production™ Workshop &
Award Ceremony in Nis on June 12 Twenty-two companies that completed the first phase of the
Cleaner Production training program received certificates confirming their successful completion of the
training. The Project’s Deputy CoP made the opening remarks at the event. and the USAID Field
Representative in Nis presented the certificates to the awardees. Following the award ceremony the
participants attended a workshop which provided them with additional training on the Cleaner
Production system.

» Policy/ABDS: Under the grant agreement for the public awareness campaign regarding the warehouse
receipts system in Serbia, the marketing agency Head Made organized a one-day training seminar for the
banking sector to orient them to the role of banks within the warehouse receipt system. The training was
held on June 9™ in Cenej. The training agenda included topics such as: the development of new banking
services based on the WHR: warehouse receipts as official certificates of ownership for commodities, the
use warehouse receipts as collateral for lending: the endorsement of WHRs: and bank guaranties for
warehouses. About 50 representatives from commercial banks and insurance companies participated in
the training.

» Producer Organizations/Herbs: The Producer Organization Specialist received a request for
assistance from a woman producer from the Svilajnac municipality. Recently the Israeli company Green
Only. which specializes in spice production. announced a new factory in Svilajnac, a green field
investment worth 850,000€ that will organize the production of spices on 100 hectares. and provide
significant local employment. This investment will make Svilajnac the center for spice production in
Serbia, and there will be potential for local farmers to switch to spice growing to become suppliers of the
Israeli company and to organize their operations through cooperatives and/or producer organizations.

» Grants: During this week the Project paid out $62.849 as reimbursement to four grantees under the
Project’s various grant programs. Mlekara Mladost ($29,394) and Mlekara Vihor ($11.135) received
reimbursement for costs they incurred as part of their marketing grants. The Halal Agency of Serbia
received $14.920 as payment for the completion of Milestone One in their grant for participation at the
‘World Halal Expo in Malaysia. Junior Achievement received $7.400 as the second payment in for the
completion of Milestone Two under their grant agreement.
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USAID Serbia Agribusiness Project — Weekly Report
Week of June 14 2010
COTR: Djordje Boljanovic

POLICY/ABDS:  The marketing agency Head Made. m
cooperation with the Warehouse Receipts Indemnity Fund and the
Agribusiness Project. organized a one-day training seminar for
representatives of the public and private extension services, the
regional rural development network, and agricultural cooperatives
regarding the warehouse receipt system. The training was held at
the premises of FINS in Novi Sad. This activity was part of the
grant activity supporting the public awareness campaign to
publicize the warehouse receipts system in Serbia. The main goal
of the training was to educate representatives of the extension services, and the rural network, on
key WHR issues so they can be leverage points to transfer information on the WHR system to the
final users, and to extend the promotion of the system among agricultural producers. Around 50
participants attended this training event, as can be seen in the photo above right.

Other Project Activities:

~ Environment: In an effort to break through the traditional and costly practices of using end-of-pipe
treatments for pollution control, the Agribusiness Project has been supporting proactive pollution
prevention by client firms since the second year of Project implementation. As part of the program
Cleaner Production Development and Implementation. a regional workshop "Info-Days on Cleaner
Production in Agribusiness" was held in Pancevo on June 14™ as a joint effort by the Ministry of
Environment, the Regional Chamber of Conmmmerce. and the Agribusiness Project. Participating
companies and Producer Organizations from Juzni Banat were introduced to the program on Cleaner
Production (CP). as well as to recent developments in the area of environmental legislation in Serbia.

» Producer Organizations/Grants: The Agribusiness Project received 15 grant applications for the
newly launched Grants for Associations program. The formal review of the submitted grant applications
has been completed. and ten applications have been preliminarily approved and will be considered for
further review and grant award. Two grant applications are ready for final review and approval. while
the other eight applicants need to provide additional information and clarifications prior to final review.
Given complexity of the proposed grant activities, as well as the volume of the documentation submitted
with the applications. which all needs to be reviewed and evaluated, a well-organized review process and
an effective grant file administration system needs to be established as soon as possible.

» Marketing: Preparations for the Fancy Food show in New York are in their final stage. A final meeting
with exhibitors was held at the Project office, and six companies will exhibit at the show this year. The
companies are: BIOTREND DONATO — vegetables: IGDA - dried mushrooms: AREX - marzipan
confectionery: SIROGOJNO - dried fiuit: FRIGO GRAND - frozen fiuit; and MLEKARA SABAC -
dairy. Preparations for the MIHAS trade fair in Kuala Lumpur are also complete, and the Project has
collaborated with the Halal Serbia Association to organize Serbian companies to participate in this show.

» Gender/Grants: Following closure of the application process for the Women Entrepreneurship Grants
Program. the Project’s Grant Evaluation Committee has reviewed all 19 grant applications received. and
selected 11 grant applications that meet the basic requirements for fiuther review and consideration.
Based on the evaluation criteria and the scoring system. the Grants Evaluation Commnittee will select up
to five (5) grant applicants for awards to deliver business training programs in the four regions of Serbia
identified, to women entrepreneurs in those regions interested in starting an agribusiness.

» Producer Organizations/Marketing: The Producer Organization specialist attended the preliminary
meeting of ten design and branding companies that have taken the initiative to establish their
professional association in Serbia. The PO specialist explained the most efficient models for forming
such a national association, and how the Project could help them with this effort. Although. these
companies are not solely oriented to agribusinesses, they serve as a significant suppoit for the sector.
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USAID Serbia Agribusiness Project — Weekly Report
Week of June 21t 2010
COTR: Djordje Boljanovic

TREE FRUIT: Sour cherry purchases in Southern Serbia started approximately 10 days ago.
Yields this year are estimated to be 30% lower for cherries for processing, and 50% lower for first
class cherries intended for pitting and freezing. Current purchase prices in the Merosina region are
34 Euro cents, which 1s three times greater than the price at the beginning of the purchase season
last year. The situation in Macva, which is the second largest sour cherry production area in Serbia,
1s similar. Cold stores and processors. who are purchasing sour cherries from individual producers,
are expecting they will have madequate supplies of sour cherries during the 2010 production
season. An additional problem is the inability of the cold stores and processors to secure bank
credits, which limits their ability to become fully engaged in the purchase process. The situation in
Hungary and Poland. which are Serbia's main competitors in sour cherry production, is quite
similar. Due to heavy rains, floods, and low temperatures, their fruit yields are also significantly
lower this year. Therefore, it seems highly likely that Serbia (as well as Poland & Hungary) will
not be able to meet the demand from the market for sour cherries this season throughout Europe.

Other Project Activities:

~ Berries: During this past week the printing of the Serbian translation of the High Tunnel Raspberry and
Blackberry production manual was completed. The manual was developed by Cornell University. and it
has been adapted to suit Serbian conditions by a local consultant hired by the Agribusiness Project. A
total of 500 copies of the manual have been printed, and it will be used as a tool to assist with the know-
how transfer from US-based growers and extension service providers to their counterparts in Serbia. The
manual will also be distributed to interested stakeholders during the technical assistance and training
program aimed at developing this type of production in Serbia. A few dozen copies of the manual have
already been distributed during the Raspberry Days festival in Brankovina.

» Dairy: Project technical assistance to the Pirot and Svrljig municipalities to support their applications
for protected geographic designation (PGD) for local specialty dairy products (Svrljig white cheese -
kriska - and Pirot Kackavalj) has been completed. Both assignments have ended with the production of
elaborate documentation which will be sent to the Serbian Institute for Intellectual Property for final
review and approval. Upon receipt of final approval, Pirot municipality dairies, and the Svrljig dairy,
will become the holders of the protected geographic designations for these products.

» Producer Organizations/Communications: The Producer Organization Specialist has provided a
statement to Radio Television Serbia (RTS) regarding good models for agricultural cooperatives in
Serbia, and he also compared Serbian cooperatives with current EU cooperative models. RTS is
preparing a short emission regarding six apple grower cooperatives in Serbia, that have invested in their
own modern storage facilities, as good role models for other farmer cooperatives. Those cooperatives
recommended the USAID Agribusiness Project to RTS, and the Agbiz PO Specialist in particular, as
experts in this field. The Communications Advisor helped the PO Specialist to prepare for the interview.
and the show should be broadcast next week during the heavily watched news bulletin Dnevnik 2.

» Tree Fruit/Grants: The Fortis company. which has their production and processing in Bojnik. near
Leskovac in Southern Serbia. has passed the final certification audit for the introduction of the IFS
standard in their tree and berry fruit processing operation (freezing and storing). Fortis has a grant from
the Agribusiness Project to support the introduction of the IFS standard, which is something that has
been requested by the company's main buyers from Germany and Switzerland.

» Producer Organizations/Berry Fruit: The National Association of Blueberry Growers, “Serbian
Blueberry”, organized a visit to the Arilje area of Serbia for buyers of fresh fiuit from the German
companies Dole Foods and Kopke. Following these visits. preliminary arrangements for the export of
fresh blueberries have been made with suppliers from Serbia. The buyers are also very interested in
other fresh berries as well — such as raspberries, currants, blackberries and strawberries.
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USAID Serbia Agribusiness Project — Weekly Report
Week of June 28™ 2010
COTR: Djordje Boljanovic

POLICY/DAIRY: The Agribusiness Project, in cooperation with
the Association of Agricultural Journalists “Agropress”, organized
a conference on Agribusinesses and Renewable Sources of Energy
- Potentials and Obstacles’” which was held at the National Bank of
Serbia, on June 29 The objective of the Conference was to
inform, and to engage stakeholders m a constructive dialogue,
regarding the importance increasing the production and use of
energy from renewable sources. The Assistant Minister from the
Ministry of Energy & Mining presented the current regulations.
focusing 1n particular on the Biomass Action Plan 2010-2012, new decrees on the requirements for
obtaining the status of privileged power (green electricity), and producer incentives for power
production from renewable sources. The Minister of Agriculture discussed the importance of
biomass (plant and animal biodegradable waste material) resources. which represent more than 60%
of the total renewable energy potential in Serbia. The event was very well attended, with nearly
200 representatives from government, industry, the development community. and the media.

Other Project Activities:

» Environment: To accelerate the delivery technical assistance & information, the Agribusiness Project
organized, in cooperation with the Ministry of Environment & Spatial Planning. a workshop titled
"Integrated Soil Management" for 35 crop-soil consultants. input dealers, water testing laboratories. and
non-governmental organizations. The Report on the Status of Soils in Serbia. a deliverable of the
Environmental Monitoring & Integrated Soil Fertility Management Activity of the Agribusiness Project,
was also presented at the workshop. The results of the research done by many different institutes in
Serbia on heavy metal content in soil substrates throughout Serbia (Cu. Pb. Fe. Zn. Cd. Mn, Ni. Cr and
Co). which was presented by the Environmental Protection Agency. focused the attention of workshop
participants, and the press. on the need for public institutions to disseminate environmental data to end-
users. The welcome note for the workshop was given by Mr. Art Flanagan, Senior Adviser at USAID.

» Berries: At the start of the blueberry harvest season, the National Association of Serbian Blueberries
(NASB). organized and delivered via its partner Agros Trade the first ever shipments of fresh blueberries
to Austrian and Russian markets. The association has also successtully negotiated a supply contract with
a buyer from Germany that will be executed next week. The Project has strongly contributed to
establishment of the NASB. and building its capacities through a wide range of assistance. such as expert
advice and capacity building during the foundation and registration processes.

» Marketing & Sales: The Agribusiness Project supported the participation of Serbian companies at two
international trade fairs during the past week: the MIHAS show in Malaysia. and FANCY FOOD in New
York. MIHAS is a predominantly halal oriented show, and this was the first time Serbian companies
have been at the show. Five companies participated. and they contracted for $70.000 of sales. with a
potential for an additional $1.1M in future sales. Six companies participated in the Fancy Food show,
and they signed contracts for $256.000 in sales, with an additional $1.7M of potential sales.

» Dairy: Lazar Dairy has secured a loan for 1.0M€ from Societe Generale to build and operate a new
biogas digester (using the technology offered by GHD of Wisconsin), which will utilize animal waste
from their farm plus whey from their dairy processing plant. The Dairy Sector Lead. and AgBiz
consultant Danijela Ilic, also helped the owner/manager of Lazar to prepare the necessary documentation
for the location permit. Although this is seen as a potential success story. and a fine example of
cooperation between a Serbian (dairy) and an American (biogas technology) company, the Project and
the dairy manager are aware that this is a new technology for Serbian government institutions and
bureaucratic obstacles are seen as a potential problem for the successful implementation of this activity.
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Annex 10 — Project Success Stories
Serbia Exports its first Blueberries
MIHAS Fair Opens the Halal Market

Macval Domestic Sales Grow by 40%
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SUCCESS STORY
Serbia Exports its first Blueberries

The newly established
blueberry association has
completed the first exports
of blueberries to the EU.
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The image above shows boxes of Serbian
blueberries being packed for export.
These berries will be shipped to new cus-
tomers in Austria and Russia, and future
shipments will be sent to Germany. This
is a remarkable development for Serbia,
which is a new entrant in the international
market for blueberries.

The National Association of Serbian
Blueberries, which was established
in late 2009 by the main blueberry
producers, has already managed to
organize expotts of Serbian
blueberries to the EU. So farin
2010 the association has managed
fo export more than 30 tons of fresh
blueberries, with a total value of
$195,000. Additional exports will be
completed over the balance of the
2010 harvest season.

US. Agency for International Development
wwwiusaid.gov

USAID funded projects in Serbia first began supporting the es-
tablishment of blueberry production back in 2006. Prior to that,
there was no commercial blueberry production, and most Serbs
confused blueberries with billberries. When USAID launched
the Agribusiness Project in late 2008, the berry sector was cho-
sen as one of the focus areas, and this new project picked up
where previous projects had left off and continued to provide
assistance for the newly emerging blueberry industry. Initial
assistance from the Project focused on technical issues, but as
blueberry production grew, the focus has shifted to marketing.

Towards the end of 2009, as the blueberry growers realized
they needed an organization to represent their interests, and to
gather enough blueberries to justify international sales, the
largest blueberry growers came together and formed the Na-
tional Association of Serbian Blueberries (NASB). The mem-
bers of the association control about 45 ha of production, which
makes up 60% of total production in Serbia. As marketing of
their berries was the main challenge facing the growers in late
2009, the association addressed that issue immediately.

Working through one of the largest members of the association
— Agros Trade — the association has been able to enter into
sales agreements with buyers from Austria and Russia, and
they have already shipped more than 30 tons of fresh blueber-
ries to these customers. The value of these sales is more than
$195,000 to date, and additional sales are in the pipeline. The
NASB also hosted some German buyers who were on a visit to
Serbia earlier this year, and it is expected that the NASB will
conclude sales to Germany this year as well. The German
buyers were also interested in other berry products as well.

In addition to the marketing efforts, the NASB will be assisting
members to achieve international certification. The association,
via member Agro KMK, will receive GlobalGAP certification this
year, which will further enhance the ability of the association to
market and sell blueberries. Beyond this, the association is
also planning a national promotional campaign to educate Ser-
bian consumers to the nutritional value of blueberries.
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SUCCESS STORY
MIHAS Fair Opens the Halal Market

The Halal Agency of Serbia,

with Project assistance,
organized a Serbian food
display at MIHAS 2010.

Photo: Agribusiness Projact

The image above shows the delegation
that travelled to Malaysia to participate in
the MIHAS trade show. This includes Ha-
lal Agency of Serbia staff, representatives
from the participating firms, and Agribusi-
ness Project employees. The companies
displayed their products under the banner
of "Halal Serbia”.

The Halal Agency of Serbia has
assisted Serbian food processing
companies to penetrate the Asian
halal market with Agribusiness
Project assistance. The companies
at the MIHAS show signed contracts
worth $70.000, and are negotiating
an additional $1.1M of potential
future sales to Asian customers.
These firms believe that the Asian
halal market has great potential for
Serbian halal food producers.

U.S. Agency for International Development
www.usaid.gov

The international Halal market amounted to more than $600M
in 2009, with two thirds of that being in Asia. In order to assist
Serbian firms to capture some of this market, the Agribusiness
Project has been providing assistance to selected firms that
produce halal foods, and preparing them to present their prod-
ucts to enter these markets. The Project brought an interna-
tional halal marketing consultant to Serbia to advise client firms,
and the Halal Agency of Serbia, on market prospects, and it
provided a grant to the agency to support their participation at
the MIHAS Trade Show in Malaysia, in June 2010.

The grant provided to the Halal Agency of Serbia enabled them
to facilitate the entry of selected Serbian firms into the Asian
halal market. This activity was a first for Serbia, as there has
never before been a Serbian Halal display at this show, which
is the largest halal show in the world. Prior to the show, the
Project assisted the agency to select appropriate firms, and the
halal consultant and Project staff provided training to the firms
to prepare them for the show. Representatives from the Malay-
sian Embassy in Belgrade also assisted, and the Halal Agency
of Serbia prepared a catalog of the companies displaying at the
show, that was handed out to visitors to the booth.

The companies that participated in the show were very satisfied
with the resulis, which are very respectable given that Serbian
halal food products are virtually unknown in the Asian region.
The companies reported that they have signed contracts for the
supply of $70,000 worth of halal products with new customers,
and they are negotiating the supply of an additional $1.1M of
future sales. The companies also reported that they now have
more confidence in their ability to sell into the Asian market,
based on their reception at the show and their impressions of
Serbian products relative to the other products on display.

The CEO of the Halal Agency of Serbia also had a chance to
meet the Prime Minister of Malaysia, who visited the Serbian
booth, and they discussed potential future cooperation and col-
laboration between Malaysia and Serbia.
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SUCCESS STORY
Macval Domestic Sales Grow by 40%

With Agribusiness Project
assistance, Macval has
successfully introduced
teas as a new product.

The image above shows the packaging for
one of Macval's new tea products — the
Body Balance herbal tea. This new prod-
uct has been introduced on the Serbian
market and has proven to be very suc-
cessful. Macval Tea developed the pack-
aging for this product with Agribusiness
Project grant assistance.

With Serbia Agribusiness Project
assistance, the new Macval Tea
company has successfully launched
a line of tea and herb products
which resulted in additional sales of
$210,000 in 2009 for the Macval
Group. Sales continued to grow in
2010, as Macval began exporting
these tea & herb products to other
ex-Yugoslav republics.

US. Agency for International Development
www,usaid.gov
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The Macval Company is a small family owned firm located near
the village of Coka, in northern Serbia. The company was
founded in 1991 by Lazar and Mirko Oluski, a father and son
team. The company has 800 ha of land for production, and it
currently produces more than 800 tons of dried herbs a year,
both mostly for export. Their main customer is the Martin Bauer
Company from Germany, which buys a wide variety of semi-
processed medicinal and aromatic herbs. Macval also exports
to ltaly, the USA and Canada, and, with Agribusiness Project
assistance, they have begun exporting to Switzerland.

In order to grow their business, Lazar and Mirko decided that
Macval needed to introduce some new products for the domes-
tic market. Since they were in the aromatic herb industry, the
logical product extension for them was to introduce teas and
other dried herb products. Macval developed a new line of teas
and other products, and a new company — Macval Tea — was
formed to handle the production and sales of these products.

In order to insure the success of these products Macval Tea
also needed a new identity for this company, along with the as-
sociated branding, packaging and labeling designs.

This is where the Agribusiness Project has played a key role in
assisting Macval Tea to successfully launch these new prod-
ucts. The Project provided Macval Tea with a small matching
grant, which allowed the company to hire a local marketing
company which helped them with the development of a new
logo for the company, along with product names, a brand iden-
tity, packaging & labeling, a web site, and a complete marketing
strategy for the tea and herb products.

Since the launch of these new products in late 2009 Macval has
increased its domestic sales by 40% over the sales recorded in
2008. The sales of these new tea products were $210,000 last
year, providing a firm foundation for future growth of Macval
Tea. In 2010 Macval Tea also started to export these products
to the ex-Yugoslav republics, expanding the growth of sales.
The tea and herb product line has also led Macval Tea to add
ten full-time employees to their business.





