Quijote Kaffee

Transparency Report
2017



INHALT

T dgoTe [V AT ] o HUU O TP UPTOPPTO 3
How Quijote Kaffee understands ,,DireCt Trad@” ........ccuuiiiiiieeiee ettt e eecrrrre e e e e e e e eaanens 4
WhO is QUIJOTE KAffEE? ....eeeeieieee ettt e e et e e e e te e e e s bt a e e e e abaeeeeabeeesenbeeeeennsenas 5
100% Direct Trade with small farmers CO-0PS ....uuviiiiiiiii e e et e e e e rra e e e ssaraeeesanes 6
(01 TolW] - A oY o) o] UL gl o o Tol T3PPSR 9

Public Roasting Profiles vs. ROAStING SECIEtS ......cuuuiiiiciiiiieiiie ettt e e ssere e e s sareeeeas 12



INTRODUCTION

We at Quijote Kaffee have a policy of buying green coffee that is unique in Germany. A real partnership
to our parter co-ops is what matters to us. We put the focus on regular visits, joint development and
most of all to accept full financial responsibilty for our actions. We are deeply convinced that our policy
could stand as a role model for the coffee business and that the consequence of implementing this
policy could also be inspiring to others.

Therefore and as we’ve got nothing to hide we are permanently working to keep our actions as
transparent and clear for outsiders as possible. As a logical result of this we might be one of the most
transparent coffee roasters worldwide.

We do not only publish our buying contracts and invoices for green coffee and all other financial
aspects as a detailed price calculation and our own wages but also the technical details. These are for
example the roasting profiles of each and every single one of our coffees. We are fed up with
anachronistical things like ,roasting secrets”. We are providing our experiences and make our know
how available in the most democratical way.

For the first time we are now publishing a transparency report that contains all relevant data. This is
an absolute novelty within the German speciality coffee business.
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How QUIOTE KAFFEE UNDERSTANDS ,, DIRECT TRADE”

Our understanding of ,direct trade” goes a lot further than it is common for our sector of industry.
These are the main criteria for our definition of trading coffee:

1. We maintain close personal, professional and long-term partnerships with all our partner
CO-0ps.

2. We visit every one of our partner co-ops at least once and up to three times a year.
3. We pay a guaranteed minimum price of 2,87 USS / lib ( 1 lib = 454 g green coffee)
4. We import qualities with a cupping score of at least 84 points

5. The buying prices, quantities and qualities will be jointly negotiated and contracted before
the crop. This gives certainty to the financial planning for us and the co-ops.

6. We are prefinancing the crop with at least 60% oft he contracted amount. It is a lot easier
to get access to bank credits in Europe than it is in coffee producing countries. The 40%
outstaying payment will be paid CAD.

7. All of our green coffees have an organic certification. Only the two Robusta co-ops in
Ecuador don‘t have a certification as they are too small for it.

8. We do not use the services of importers, wholesalers or agents but manage the whole
import process and the financing on our own

9. 100% transparency regarding financial information for all stakeholders involved (farmers,
co-ops, customers)

10. We are experimenting with the farmers during the cultivation, harvesting and processing.
Even if things go wrong and results don‘t fully meet our expectations we are always taking
financial risks.
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WHO IS QUIJOTE KAFFEE?

Quijote Kaffee is a Hamburg based workers collective of ten persons. Steffi, Giselle, Katharina, pingo,
Julio, Schwan, Chris, Max, Elias and Andi make all their decisions equally and in consensus. There is no
boss and there are no employees in our concept. All colleagues are on the same wages, regardless of
their membership time, experience and qualification, their position or their contributed capital.

In our opinion decision-making by consensus leads to far cleverer decisions compared to those made
by a boss on his own. These decisions will be supported by everyone, increase the individual
motivation and moreover lead to a higher efficiency and job satisfaction.

Everybody can bring in his or her ideas and push the collective forward.

Beside the coffee import and the coffee roasting we are also running the , Kaffeeschule Hamburg“.
This is a school where we provide courses on sensory properties, barista skills and coffee roasting. We
also offer private trainings and consulting. In order to pretend falling prey to the beast named greed
we have limited our wages to the maximum of the Hamburg average wage. This helps us to protect
our ideals and utopia from ourselves and the voracity often to be found in successful companies. Every
member of our collective at least visits one of our partner co-ops once a year and is also encouraged
to regularly take part in high level professional development.
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100% DIRECT TRADE WITH SMALL FARMERS CO-OPS

All our green coffee imports strictly follow the above listed criterias. In order to ensure this high
standard we personally visit all our eight partner co-ops in Honduras, Ecuador, Peru, Guatemala and
India at least once and up to three times a year. We maintain long-term relationships to all of these
co-ops. It is very important to us, like usual in fair trade, to collaborate with peasant farming structures
only. This form of organisation supports the more democratic and equal allocation of knowledge and
earnings compared to the large scale landownerships dominating in some countries.

Right from the beginning of the crop we jointly discuss with the farmers at which terms and conditions
we are going to buy the coffee. This results in a high certainty to the financial planing for all
stakeholders. We are prefinancing 60 % of the crop at this point of time as it very difficult for peasant
farmers in coffee producing countries to get access to bank credits.

These negotiations not only contain prices, quantities and qualities but also processing relevant topics
such as moisture of the green coffee, varieties, processing methods, drying times and sometimes
micro regions or lots. This is a relevant difference to the purchase of available coffee after the crop.
We take the financial risk as we obligate ourselves to definately purchase the produced coffees under
the agreed terms and conditions. As a result we are getting planning reliabilty and very often
outstanding qualities.

The following list contains information about the latest paid prices, the length of our partnershio with
the particular co-ops and the time of our last visit. A scan of every purchase contract and all invoices
can be found on our website under the tranparency column.
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Country Name of Coop | Partnership sinc | Coffee Last visit Price
e FOB
S/ lib.

Guatemala | APPAECE 2012 Blend washed Felix march 2017 $3,15

Honduras COMSA 2011 Blend washed Steffi march 2018 $2,87

Honduras COMSA 2011 Blend Natural Steffi march 2018 $3,10

Honduras COMSA 2011 Blend Honey Steffi march 2018 $3,10

Honduras COMSA 2011 Juan Adolfa | Steffi march 2018 $4,50
Bautista

Honduras COMSA 2011 Oscar Omar Steffi march 2018 $4,00

Honduras COMSA 2011 Roland Steffi march 2018 $4,00
Melghem

Honduras COMSA 2011 Victor Argueta Steffi march 2018 $4,00

Honduras COMSA 2011 Fabio Claros Steffi march 2018 $4,00

Peru CENFROCAFE | 2015 Blend washed Julio Sept. 2017 $2,87

Ecuador Waylla Kuri 2012 Washed Robust | Pingo April 2017 $2,80
a

Ecuador Jatari 2011 Washed Robust | Pingo April 2017 $2,80
a

Ecuador ACRIM 2011 Blend washed Pingo April 2017 $3,38

Ecuador APECAP 2013 Blend washed Pingo April 2017 $3,38

Ecuador APECAP 2013 Napoledn Pingo April 2017 $3,60
Mayo

Ecuador APECAP 2013 Melecio Mayo Pingo April 2017 $3,65

Ecuador ACRIM 2011 Marcelo Pingo April 2017 $4,50
Delgado

India IOFPCL 2013 Washed Robust | Schwan January 201 | $2,85
a 8
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* Partnership since:

We at Quijote put our trust in long-termed partnerships and close cooperations. The length of the
partnership is a very good indicator regarding the sustainability of our model. It is our aim to jointly
create a social and qualitative development. We are not chasing after the most rated coffees in the
world and then move on to the next. We want to be a reliable partner on the difficult way to high
quality coffee produced on a regular basis.

** Coffee

Most of our coffee imports are blends of high quality coffees supplied by different members of the co-
ops- In case of microlots we always purchase these from the co-op.

*** |ast visit:

We are trying hard to personally visit all our producers at least once a year. These visits serve a deeper
personal relationship, mutual trust and the exchange of demands and opinions. This is substantial for
understanding and cooperation while working on the future development of the coffees. Over the
year we constantly keep in contact via mail, skype and telephone.

**** price FOB

Coffee is always paid for in USS. The quantity referring to the price is one libra (around 454 g) green
coffee.

The prices we pay are always ,free on board”. This means for coffee that is packed in grain pro bags
and ready for export shipment in the destination harbour oft he origin country. Not the complete
amount of the price being paid goes to the farmers. Several costs including processing, administration,
transports, packacking etc. have to be subtracted first. These costs totally sum up to 30 to 35 % of our
prices. We are actually working on an even more detailed calculation in order to publish the prices
finally paid to the farmers.

On our side we have to add costs for communication, travelling, seafreight, insurance, customs
clearing, container trucking and discharging.

In the following sheet we will show at the exemple of ACRIM how the FOB-price of 3,30 USS per lib. is
made up and how much every member receives. We will fine-tune these data in the next weeks and
publish them for more co-ops.

FOB Price ACRIM 2017
Total 3,30 US$

® Basic Member Preis

® Organic Member Preis
Quality Member Preis

® Year-end Paying out*

B Co-op Administrative Costs

Processing and Transportation
Costs

0,30
*set in plenary session from the Co-op

All Values in US$
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CALCULATION OF OUR PRICES

Here we are publishing a very extended calculation using the excample of one of our coffees. It is
based on our actual costs an the expected quantity of 73.000 kg roasted coffee to be sold in 2018.
This public calculation will be continuously updated. This is a very important addition in order to
show transparently why the producers in the origin countries still get a ,,small” piece of the cake
only.

Our wages actually add up to 3.900 € per person and month. Five colleagues are on full-time (40 hours
a week), four at 80%, and one at 30 %. We pay an extra amount of 300,- € for children or relatives in
need of care. In times of demand like travelling, holidays or illness we have temporary employees.
Their service is limited to a maximum 5% of our working time and they get paid the same wages as
us.

The calculation also includes revenues coming in from other business units such as our , Kaffeeschule
Hamburg” or the sales of green coffee to other roasters.

50 % of our roasted coffee sales go out to business customers like bars, restaurants and companies.
These customers usually get an average discount of 15%. This is reasonable as it is a lot easier and
quicker to pack, send and bill one single carton with 28 kg coffee than 20 cartons with 1,5 kg coffee
each. The other 50% are distributed via our webshop to private customers. We don’t supply resellers
except the bars who are allowed to sell the coffee they are serving to their guests.

Paying the highest price to our partner co-ops and keeping the selling price to our customers as low
as possible is similarly important to us. The so called , Effective Growers Share” (EGS) shows that we
are succeding on this. The EGS is the share of the selling price that is finally paid to the producers.
Quijote is worldwide market-leading among the transparent roasters who publish these data at all.
For more information on this please see the very informative website of Transparent Trade Coffee.

We do not only assume but are really hopeful that the purchase prices for green coffee will increase
in the future so the producers will get more out of their work. We actually pay our producers a
guaranteed minimum purchase price of 2,60 USS per libra Robusta and 2,87 US§ per libra Arabica.
These prices are adjusted to the inflation rate and rise yearly.

Any feedback and ideas for improvement are always more than welcome.
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Estimated roasted coffe 2018 in kg: 73000

Example FOB per pound $3,15
Currency Rate S / Euro 1,13 2,79 €
price kg green beans / port at origin calculation change from lib to 6,15 €
kg
Maritime Transport 0,16 € 6,31 €
Insurance /Customs Clearance 0,02 € 6,33 €
Transports in Hamburg 0,07 € 6,40 €
Price at warehouse Quijote 6,40 €
loss in weight at roasting 17,00% |7,71€
Energy Natural Gas for Roasting 5.000,00 € 0,07 € 7,78 €
German coffee taxes 2,19 € 9,97 €
Coffee-Bags with valve 500g 0,42 € 10,39 €
Labels 0,04 € 10,43 €
Interests for loans 4.500,00 € 0,06 € 10,49 €
costs for money transactions 13.000,00 € 10,18 € 10,67 €
Rent 39.000,00 € 0,53 € 11,20 €
Writo off machines 13.000,00 € 0,18 € 11,38 €
additional costs / internet / phone 6.000,00 € 0,08 € 11,46 €
Transportation costs 9.000,00 € 0,12 € 11,58 €
Tools 3.000,00 € 0,04 € 11,62 €
Entertainment expenses 5.000,00 € 0,07 € 11,69 €
Travel vosts 22.000,00 € 0,30 € 11,99 €
Networking 2.000,00 € 0,03 € 12,02 €
Service and repairs 4.000,00 € 0,05 € 12,08 €
Advanced Training Quijote Staff 7.000,00 € 0,10 € 12,17 €
Projects at Origin 4.000,00 € 0,05 € 12,23 €
Office supplies 3.000,00 € 0,04 € 12,27 €
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Shipping and handling 15.000,00 € 0,21 € 12,47 €
Insurance for commercial risks 1.300,00 € 0,02 € 12,49 €
Cleaning 4.150,00 € 0,06 € 12,55 €
Organic Certification 800,00 € 0,01 € 12,56 €
Tax accountant 9.000,00 € 0,12 € 12,68 €
Board of trade 3.400,00 € 0,05 € 12,73 €
local business tax 40.000,00 € 0,55 € 13,28 €
Homepage 15.000,00 € 0,21 € 13,48 €
Flyer 2.500,00 € 0,03 € 13,52 €
Samples / 1.200,00 € 0,02 € 13,53 €
Temporary workers (same hourly wage as all

others) 20.000,00 € 0,27 € 13,81 €
Salary / Wage 406.600,00 € 5,57 € 19,38 €
Allocation for small companies 5.000,00 € 0,07 € 19,45 €
ZZ?EIJ:;emS / Profit from coffee school 47.000,00 € 0,64 € 18,80 €
Reserves for investment 30.000,00 € 0,41 € 19,21 €
Resereves of capital 40.000,00 € 0,55 € 19,76 €
15% Discount for Coffeebars 125.000,00 € 1,71 € 21,47 €
7% VAT 7,00% 22,98 €
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PUBLIC ROASTING PROFILES VS. ROASTING SECRETS

We are nerved by the still predominant secretiveness within the branch of speciality coffee. From our
point of view phrases just as the ,roasting secret” or ,based on the longtime experience of our master
roaster” should not be used anymore. We can clearly point out that 90% of the coffee quality refers
to the farmers’ work of cultivation, harvesting, processing and warehousing. We as roasters can only
interpret the coffee. And if we — as very many within our business sector — don’t have a clue at all we
are likely to roast it to death.

We are convinced that a sustainable development within our branch of business is depending on the
comprehensive exchange and sharing of experiences and know-how. We need to teach and learn from
each other. For this very reason of transparency we go further than any other roasters known to us in
Germany and publish all our roasting profiles. The respective table forms can be found on our website.
Other roasters get the opportunity to take a look at our ,interpretation” of our coffees and can
compare their roastings to ours.

Here you find all the profiles:

https://www.quijote-kaffee.de/transparenz/roestprofile
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