2018
CHALLENGING
TIMES

Dear partners,
On behalf of the company Origin Coffee Lab, we wish to
express our sincere gratitude to our customers, roasters,
producers, service providers, and all of our staff. Thank you for
the support and trust placed in us these three years. We invite
you to continue working as our allies as we pursue our goals.
We are aware that coffee producers face many challenges, a critical one being that the market itself seems to
become more unstable every day. Beyond that, the
coffee producer is the one with fewer resources. This
means that they may struggle with things like running
their farms properly, that their post-harvest benefit
processes may not be the most suitable, or that they are
unable to protect their most promising, high-quality
coffee plants from disease or destruction.
With your help, we are able to bring Peruvian coffee
to the world stage and into the most demanding
market niches of the world. We are able to offer guidance, feedback, and support to the coffee producers
directly. And with sustainability and fair trade practices at the forefront of what we do, every person
involved in the coffee supply chain has a greater
opportunity to invest in and improve their lives.

The many paths we’ve traveled these years have
allowed us to meet so many wonderful people willing
to collaborate, which has motivated us to continue
proposing new ideas for change and improvement.
This is vital to continue strengthening these alliances.
Together, we can face any difficulty that may arise
along the way.
The role of Origin Coffee Lab is to build bridges. We
can innovate, cooperate, and overcome difficulties
together, and when we arrive at the other side, it is as
a stronger, more sustainable community. Thank you
for joining us on this journey, for being the best part of
what we do.
Sincerely,

Alexander Julca

CEO & Director of Quality

WELCOME

This is our second consecutive year of reporting
progress against our Quality Standards commitments. This year we continue making significant
progress in achieving volume growth and maintaining
our key social and environmental commitments. As
always, our goal with this annual report is to provide a
transparent update on our progress as well as an
inspiring glimpse of the work that your investment
helps bring to life.
This past year has been an extraordinary one for all of
us. Thank you to all of our employees, growers, and
customers who have done such a fine job, even while
faced with significant challenges. We would also like
to pay special tribute to our five producers who made
it into the COE competition for their insight, energy,
and achievements during 2018. We are particularly
proud that our reliability and consistency are highly
valued by our grower partners, and that effective
management of our profitability enabled an increase
of 62% last year in the Solidario Program.
Turning to the future, we continue to be devoted to
our purpose of making farms profitable. It is clear that
price volatility will continue, so we are prepared to
work with flexibility and agility, ready to face the tough

choices ahead. The OriginCoffeeLab Team is
resolved to drive forward in the specialty coffee industry, making our brand evermore distinct and proving
that Peru has great coffees to offer.
Following extensive dialogue with growers, logistic
partners, and dry mills, we have taken note of all the
issues 2018 threw our way, and are discussing plans
to resolve and prevent similar issues in the future. Any
concerns or ideas you can share with us would be
helpful. These conversations are making a fundamental change to the coffee quality capability of our
partners at origin and demonstrates OriginCoffeeLab’s long-term commitment to improve people’s
lives and livelihoods.
Finally, we have a comprehensive report of our aims
for 2019 investments, which we are confident to have
in outstanding progress.

José Rivera

Director of Sourcing
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I. QUALITY

QUALITY FOCUSED
IN ALL WE DO
In 2018, we continued to make significant progress in
quality. We did this by increasing the number of
samples we cupped, by hiring more people to work in
our quality areas (physical and sensorial analysis), and
by providing faster feedback in every single sample or
lot delivered to our cupping lab or warehouses. The

7,422
Samples Cupped

1,611
Lots Approved

85.75
Overall Score

6 Cuppers

Sourcing
Quality

key for progress is providing constructive, timely
feedback. By providing fast feedback to producers,
they are able to utilize the valuable information we
provide to make better decisions and make greater
progress in developing quality coffees.

1,032 Blenders 84.5/85
579 Microlots 86+

US$ 52,000
Lab Investment

10.4% Moisture average 75% Average yield
0.54

Aw average

8

Bags size average lot

II. PRICES

PRODUCERS ARE THE
HEART OF WHAT WE DO
We work directly with small producers through
long-term relationships, jointly create our quality
policies with farmers, and use our position as a quality
filter to empower disadvantaged producers. We aim
to reduce the disproportionately high risk they face in
the local marketplace, increase their product’s value
at origin, and strengthen their voice in their communities.

Quality
Premiums

Quality coffee is the by-product of incredibly hard
work and attention to detail. We prioritize paying a fair
price (always above the CMarket and also the
Fairtrade minimum) that recognizes the human effort
and production costs, and also supports the sustainability of production.

$387,650 Quality premiums
paid to producers
496% Increase over 2017

Farm Gate
Price

100% of direct farmers
above the CMarket*

Coffee Fix
Price

72% of coffee was paid
with a fix price

*Farm gate price paid to producers, not including any milling and exporting fees. 28% of the coffee purchased was from cooperatives/associations and we pay the
minimun FTO price ($1.9).

PAYING MORE
WHEN IT MATTERS
As a quality filter, we are in a unique position to act as
an agent of change. We establish solid communication and information exchange between our labs and
farmers, and use these open lines of communication
to set goals that benefit everyone.
In 2016 in Jaen, we pioneered a minimum price for
high-quality coffee. Since that time, we have worked
with small producers to agree on continual improvements. These yearly reviews with farmers have
become a key part of our aim to involve producers in
all aspects of quality.
The goal of our coffee payment model is to support
producers when they need it most, which is when the
market price for coffee is low. Encouraging them to
invest in their farms and to be economically independent
is what the entire concept of sustainability is built upon.
OriginCoffeeLab payment model still includes three
basic parts: a base price per quintal (55.2 kilo parchment) 550 soles/quintal that is 90% more than the
CMarket; a sustainability allowance; and a quality
differential if the producer has a direct relationship with
a roaster/trader (depending on how much the customer is paying). These three factors tailor our policy to
producers and creates positive incentives for quality.

LOCAL MARKET
COMPARISON
2018 Peru average
local price:
S/. 340.00

2 Ha Farm.

Selling the coffee to
Revenue per quintal
Average gross margin per quintal
Annual income per farm
Monthly net income per family

2018
CMarket:
$1.12

Productivity/Ha: 16 QQ
Average production
cost: S/. 320.00

CMARKET

OriginCoffeeLab

OriginCoffeeLab

S/. 340.00
5.88%
S/. 10,880.00
S/. 53.00

S/. 550.00
41.81%
S/. 17,600.00
S/. 560.00

S/. 600.00
50%
S/. 48,000.00
S/. 2,000.00

Blender

Solidario Program

Increase yield productivity
Low cost production
Prime per program
Market access

III. SUSTAINABILITY

CREATING
SHARED VALUE
We strive to inspire change and redefine successful
business practices. This means we consciously
choose who we work with, seeking out relationships
with producers, organizations, traders, roasters, and
individuals with like-minded values and aspirations.
As a quality coffee focused company, at the end of the
harvest we deliver a bonus to farmers whose final
customers are willing to pay more for their coffees.
We encourage them to invest that income into them-

selves so that they may enjoy an improved quality of
life and also have enough to prepare their post-harvest infrastructure for the next season. We treat all our
customers with respect, and as we do with our
producer partners, we care for the livelihoods of our
employees here in Jaen and San Ignacio and commit
ourselves to ongoing personal development and
learning for all staff.

Farmers

100% of the farmers are
smallholders (2-4 Ha)

Farms

62% of the farms are
Organic Certified

Visits

64 Visits to the farmers for
workshops.
242 Visits to farmers during
harvest season

Relationships

32 Long-term relationships
between coffee farmers and
roasters

AN INSPIRATIONAL
MODEL FOR PERU
By working from the bottom up and harnessing the strength and knowledge of our producers network, Solidario
empowers farmers to take leadership in facing the issues of these challenging times.
Solidario delivers services for farmers through a network of Committees. Based in production areas, these Committees are a key center of farmer services and consist of in-person classroom facilities where innovations can be
tested, developed, and shared with other farmers.

Producers also can work closely with local farming, youth, and women’s groups, guaranteeing each Committee
responds to local needs--including finding constructive ways to engage with the young people who are vital to the
future of rural communities.
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SUSTAINABILITY
SOCIAL

In 2018, we have been increasingly active with like-minded individuals and organizations. As one of
the first companies in Peru to adopt the a “focus quality” model, we work with farmers, local finance
companies, and local governments who believe in the power of trading fairly and creating sustainable livelihoods and aim to be a catalyst for change towards these beliefs.

ENVIRONMENTAL

We seek to understand the positive and negative environmental impacts across our supply chain,
from the fields to our warehouses and labs. In our work with small producers, we encourage
environmentally sustainable production, support the positive impact they have on the environment,
and strengthen their ability to adapt to climate change. We collaborate with them and use our
influence to incentivize the highest environmental performance and to spur innovation.

FINANCIAL

Having tracked our progress throughout the year using a mix of quantitative and qualitative indicators, our conclusion reflects the sub-title of this summary, “Challenging Times.” As you will see
forward in this summary 2018 was, indeed, a challenging year for us. We found something that we
believe is the root of most of the problems for small coffee producers: The absence of profit in the
farms.

IV. SOLIDARIO
Program

SOLIDARIO
The farmers that we work with operate their farms
and face similar challenges--only magnified, as they
generally operate in more unstable conditions.

Our grower partners earn their livelihoods in one of
the most volatile markets. Have you been startled by
the ups and downs of the price of oil? Well, coffee is
the second most-traded commodity in the world and
its market price fluctuates at a dizzying pace as well.
For coffee producers, planning for and managing this
constant change is no easy task, and the large multinationals they compete with spend huge sums on
expert advice and sophisticated financial modeling to
minimize their risk. As you can imagine, the producers
we work with do not have the benefit of such expensive tactics.
We address this need by giving smallholder farmers
knowledge and tools to better understand and
manage these market changes. For example, by
accurately predicting their production costs, producers can be sure to sell their crop at prices that keep
them from making a loss. By knowing exactly how
much coffee they have in stock and when it will be
ready to ship to our warehouse in Jaen, they can
more accurately fulfill orders. Over the course of the
year, 19 of our 192 coffee producer partners used
these tools to improve their performance during the
harvest season.

Knowing how best to deal with fluctuating exchange
rates is yet another aspect of managing prices. Dealing with two currencies can be confusing enough,
much less running an entire business that way.
The producers we trade with purchase green coffee
in the local currency (Peruvian Soles), and then we
sell it to buyers like you in US Dollars. This adds a
layer of complexity that must be well-managed and
well-explained to producers. They need to know how
their coffee is getting sold.
We maintain communication with producers throughout the harvest, sending out market alerts and
information on a regular basis (for their lower-quality
coffees). We also offer advice on pricing strategies
and hold price management workshops. This support
benefits the producers in their dealings with us and
other local buyers. It is part of our unique business
model, which goes far beyond the traditional supplier-buyer relationship.
OriginCoffeeLab works with a fixed price for all the
producers we work with. We show them the
contracts, where their coffees are going, and how
much we expend in every process their coffee goes
through.

DEVELOPING FARM-LEVEL
SOLUTIONS
TRAINING

FINANCE

We are developing in the Solidario Program a local network of Committees (small group of producers,
grouped by area) that offer relevant and affordable farmer-led training. Each Committees offers farmers access to a network of qualified Promoter Farmers delivering relevant and affordable in-person
training on demonstration sites. We already started to do the first two model farms in San Jose del
Alto and Alto Ihuamaca. These sites act as living, learning classrooms where farmers can learn and
try innovative farming practices. In-person training is supported by digital tools such as tablets and a
digital agronomic systems to gather information and amplifies reach and impact to larger numbers.

OriginCoffeeLab wants to develop a rotating capital fund co-financed with a local contributor from
partner cooperative, Coopac Norandino. The fund provides micro-loans to farmers based in the
sales they did the previous season, so they can access funds necessary to make on-farm investments.

Workshops offered to farmers are often expensive, inaccessible and ineffectual. Most of the
producers that want to improve in quality spend a lot of money on external training and our
research has shown that this does not often result in farmers implementing any changes on their
farms.

Once trained, producers are often unable to find access to the finance required to try out new techniques. This limits their ability to implement new practices such as trial sampling new fertilizing techniques to boost productivity or the development of beekeeping as an alternative micro-enterprise
to increase household incomes.

DEVELOPING FARM-LEVEL
SOLUTIONS
MARKET ACCESS

Even once they have been able to implement new practices or micro-enterprises, producers still
face the challenge of finding relevant reliable markets for their new products. This is especially pertinent to farmers seeking to diversify away from reliance on one cash crop as a source of income.
This often leads to a large amount of post-harvest loss and producers underselling their crops to
unscrupulous buyers at the farm gate.
Solidario sources the coffee directly from the producers, developing the capacity of every single
producer to package and sell their coffee separated by lots (parcel, altitude, variety). We are also
trying to develop an app, a digital tool that will help farmers to bundle their products together
through a transparent system. 2Kuze is underpinned by Youth Innovation Hubs to manage
post-harvest logistics and coordination. Youth is supporting farmers to bundle crops for the first
time and develop value chains for unorganized crops, increasing farmers’ access to untapped
markets and buyers.

DATA SHARING / FEEDBACK

In order to track progress of their activities, adequately respond to changing conditions, and continue to develop their own innovative experiments, producers need access to information. Although
there is an abundance of information around smallholder farmers, data is often extracted and only
rarely given to farmers in ways that they can make use of for farm and business decisions. OriginCoffeeLab, through Solidario, is pioneering a data system that aims to change producers relationship to information: empowering them to be active participants in the collection and analysis of data
to begin managing their farms as sustainable and profitable small-scale businesses. Our solution
will support farmers in digitizing their on-farm records and utilizing digital sensors attached to everyday farming tools, such as temperature and moisture sensors. This information will be linked to our
global data dashboard that has been designed by producers, for producers to build holistic pictures
of their farm and businesses using their own data, data that is recognizable and meaningful.

OUR VISION OF
COFFEE
SUSTAINABILITY EVOLUTION

Sustainability has moved from the margins to the mainstream and is now a widely accepted
approach being incorporated into many areas of business, finance, and the consumer marketplace. As it continues to expand its influence, sustainability will continue to evolve new meanings
and serve as a paradigm for conservation and wise stewardship of the environment, human and
natural resources and, now, capital.
Sustainability is always a long-term goal and requires a long-term and constant vision planning as
it evolves. Buyers like to know who produces the coffee they are purchasing. They want to be in
constant communication with them, pay more, and also demand a commitment to continuous
improvement. These improvements vary from one farm to another, so we want to work with each
one of our producers to establish bimonthly goals and objectives and annual sustainability for
coffee production and the improvement of the environment.

COMMITMENT

We value the continuous improvement of quality and look for producers who not only work to
comply with the minimum specifications, but have the motivation to surpass them. This helps us to
consolidate the market and allows us to provide roasters with the high-quality coffees they are
searching for.

QUALITY

The cost of investments in quality and sustainability should not be confronted only by farmers.
That’s why we look at every link in the chain to really engage and participate in the activities of the
communities that are buying coffee. Apart from paying a good price for the coffee, mutual commitment ensures to work in a more transparent way with the producers and customers, ensuring the
commercial relationship. Sharing information is one of the main elements of transparency. We share
information to show evidence that there is development in the area, to hold ourselves accountable
for trading sustainable coffee, and for our customers to have more information when making
decisions.

V. 2018 ISSUES

SOURCING
Warehouse

Our warehouse in Jaen can only store an average of 1500 bags of coffee, and during the peak periods
(August-October) we are in the need to move the coffee every two days to the dry mill in order to have enough
space and continue to store more coffee. Every single lot of coffee that arrives to our warehouse is carefully stored
in GrainPro bags since the parchment, which implies having to transfer the coffee from its original sacks to the
GrainPro bags and new colored sacks according to profile and quality.

Distances

Two years ago, visiting each one of our producers was no problem. But in 2018, with nearly a 100% increase of
producers and parallel growth of our operations, visiting everyone was impossible. Our cost of sourcing has
increased a lot, since many of the producers are so far away that it can take up to 3-4 hours away to visit each
one. It is as if we had to dedicate 1-2 days exclusively to each producer for each visit.
That is why with 2019 we launched the Solidario Program. We began to group them by Committees where there
is a team dedicated exclusively to the producers of each committee, having a much more accurate monitoring of
the different situations of the producers.

Drying

As we all know, drying is a critical for coffee quality. Unfortunately, in Jaen and San Ignacio, the majority of producers have been producing coffee throughout all their lives with no post-harvest infrastructure, including proper
dryers. This is something that we cannot change in the span of one year. The investment of a dryer is expensive
for the area and the economy of the producers.
Most of the producers bring their coffee in at 13%-15% moisture content and they finish the drying in Jaen. This
is very bad for quality because they dry the coffee over the ground with a lot of dust and direct sunlight heating
the parchment, increasing the temperatures up to 45-50°C. A lot of these coffees cupped initially at 87+ (when
was at 13-15 moisture) and then cupped 84-85 and were dropped into the blender lots.

MILLING
Dry Mill and Preparation

For the coffee industry, Peru continues to be one of the biggest producers of organic certified coffee. This can be a
weakness for our country when we want to take quality to the next level. There is no dry mill in Peru capable of
milling coffee at the highest of standards, as all of them are built to mill large lots. That means every time we want
to mill coffee parchment we have to rent a dry mill for two or three days and also hire a team that will handle the
machines and try to mill the coffee the most clean as possible. Although the sensory quality is very good, we know
the green preparation in the dry mill is not enough, but unfortunately it is the best we have at the moment.

Packing

All the coffee we store is in GrainPro bags, which helps us maintain quality for longer. But when it comes to
shipping the coffee, we must do it in jute bags. Strangely, many bags that are sold in Peru are contaminated with
mineral oil. We are looking for packaging with which we do not have contamination risks for our coffee and that
are more sustainable for the environment as well.

SHIPPING
Forward contracts

As always, one problem leads to another, and Peru is not the exception. The lack of agronomy and the low prices
of the market often make the producer skip the proper agronomic treatment of the plantations. The result is a
harvest that starts in May and continues until December--crazy right? That means that if any of you are committed
to certain producers or lots, it is very possible that when the date of shipping the coffee arrives--November or
December--it will be too late for the coffee that was picked in May and June. Apart from that, for us it is a very
high financial cost to store coffee for a long periods of time and probably will be faded when it comes time to ship
it. Having an exact date range for the shipment of these coffees allows us to have control over the management
of the coffee lots for you, to be more precise in the quality control and storage, and it also helps us to significantly
lower our financial cost.

Shipping line availability

During 2018, we had many problems with the availability of spaces in the ships. There were many strikes in the
ports of Brazil and Argentina and that caused a lot of delays. Often, the ships passed through the ports without
collecting containers and our coffee could be several weeks waiting to be lifted. This created a mess in our financial flow, since there was a lot of coffee coming in to our warehouse but no constant outlet.

VI. 2019 INVESTMENTS

FARMERS
Varietals

The last three years, we have been conducting in-depth research about the varietals in the region and have
learned that some, especially the bourbons, can surprise us in the cup. So far, we have found four different bourbons that possess the qualities of high-yield production, homogeneous cherry ripeness, resistance to rust and
tolerance to other diseases, and a cup quality of 88+.

Experimental Farms

The general idea of the Solidario Program is that each Committee manages enough information to grow and to
help each other among the producers. Part of that growth comes from implementing experimental farms that help
the group by leading innovation and teaching new agronomic techniques that can benefit productivity and quality.

DRY MILL
Warehouse

Due to the space problem we had during 2018, we decided to acquire a larger plot. The new space is approximately five hectares of land just fifteen minutes away from Jaen and very close to the airport. There, we have a
1000 m2 warehouse that will allow us to handle every coffee lot and reduce costs when assembling each lot for
milling.

Dry facilities

Because one of the problems we faced was drying, we are planning to use an average of two hectares to install
the African beds drying infrastructure. The temperature of Jaen is always between 27℃ and 32℃. These
temperatures can be used in an efficient way, and when combined with a percentage of shade and enough ventilation, the results regarding quality will be pristine and unique. We also aim to have a specialized team to finish the
drying process while we are educating producers on that process.

Proper Drymill

Another issue we identified was the lack of a dry mill where high-quality coffee can be processed properly. We
hope to start building our own dry mill with Bhuler machinery by the end of the year and be able to use it by 2020.

LABS
Sourcing system

The lack of a proper system for the work of sourcing, storing, quality control, and payments only re-charges us
the operative costs, and with more producers arriving, this information is only going to get more difficult to handle.
That’s why we decided to implement a customized sourcing system. Each part of the supply chain--from the
arrival of the lot, quality control, payment information, transportation, and processing--will be properly tracked.
With that, we can offer much more accurate information and be able to trace each bag of coffee through the time
of the shipment.

New Labs

Since we have a new sourcing point, a new drying area, and a new storage facility for the coffee, it is also necessary to implement a new laboratory in order to give faster and more accurate feedback to the producers. That’s
why we are excited to implement another lab in Shumba, where the new warehouse is. We will continue with our
main laboratory and offices in Jaen and will continue to improve the San Ignacio laboratory as well.

