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Memorandum of Understanding (MOU) between
Royal Government of Cambodia,
Garment Manufacturers Association in Cambodia and
International Labour Organization on ILO Better Factories Cambodia
Programme

Representatives of the Royal Government of Cambodia (Ministry of Commerce and Ministry of
Labour and Vocational Training — RCG), the Garment Manufacturers Association in Cambodia
(GMAC), and the International Labour Organization (ILO) have agreed to extend the MOU
governing the ILO Better Factories Cambodia programme signed by the parties in Phnom Penh in
September 2005 (Attachment 1), December 2008 (Attachment 2), and July 2011 (Attachment 3).

In reference to consultations between the parties concerning the future of the ILO technical
cooperation programme entitled ILO Better Factories Cambodia programme * the parties wish to
state the following;

1

Their willingness to continue to work together to improve working conditions in the textile
and apparel sector of Cambodia through the application of the Cambodian Labour Law
and internationally recognized core labour standards;

Their support to continue the implementation of the ILO Technical Cooperation
programme entitled /ILO Better Factories Cambodia programme beyond 2013 until the end
of 2016 through direct financial contribution from The Royal Government of Cambodia,
the Garment Manufacturers Association in Cambodia (GMAC) and by the international
garment buyers sourcing from Cambodia based on fees for services rendered.

Mandate

The aim and mandate of the ILO Better Factories Cambodia programme is to help to build
the economy and competitiveness of Cambodia through performing assessments on the
working conditions in garment factories based on Cambodian Labour Law and
internationally recognized core labour standards, and to report on its findings publicly by
detailing compliance and non-compliance of individual factories that fail to meet the legal
requirements in Cambodian Labour Law and internationally recognized core labour
standards. Better Factories Cambodia reports with findings intended for public disclosure
will be shared with Ministry of Commerce and Ministry of Labour and Vocational Training.
Non-compliant factories shall remedy the deficiencies in the report within 60 days upon
issuance of Better Factories Cambodia assessment reports.

While the programme monitoring activities are governed by the principles set in the
Prakas (No. 108 MoC / M 2001 signed March 28, 2001 or updated Prakas) concerning the
Cambodian export garment industry, the advisory and training activities on workplace

' The ILO Better Factories Cambodia programme is composed of several ILO technical cooperation programmes. The core financing
of the programme is derived from CMB/00/52M/CMB (GMAC contribution), CMB/00/M51/CMB (Government Contribution) and
CMB/06/03M/MUL (cost recovery from international buyers and participating enterprises from assessment, advisory and training
services).

1



improvement and productivity enhancement are operated regularly on a fee for service
basis and can be made available for other industry sectors such as footwear factories, and
individual enterprises as well.

Financial arrangements

5 This extension arrangement will cover a period from 1 January 2014 to 31 December 2016
with a total anticipated budget of USS 3,093,920. The project will be implemented in
accordance with the ILO financial rules and regulations;

6 The ILO Better Factories Cambodia technical cooperation projects CMB/12/52/CMB
(GMAC contribution) and CMB/12/51/CMB (Government Contribution), CMB/12/01/REV
(Subscriptions and Training fees) will all be extended until the end of 2016 and financed in
accord with the estimates and formulas below, provided that pledged contributions are

received;
Source of Funds Formula 2014 (est) | 2015 (est) | 2016 (est) Total (est)
Royal As contributed by Royal
Government of Government of Cambodia
Cambodia (RGC) (to be known as ‘core
contribution’) at the rate
of 0.00004 x total 194,000 246,623 281,150 721,773
previous year garment
export value in 2014 and
0.000045 in 2015 and
2016
Garment As contributed by GMAC
Manufactures (to be known as ‘core
Association of contribution’) as an
Cambodia increasing percentage of
(GMAC) BFC's total estimated
annual operation and
support costs. The 266,281 236,239 269,627 772,147
contribution will be 14% (14%) (15%) (16%)
of BFC operation and
support costin 2014, 15%
of BFC operation and
support cost in 2015, and
16% of BFC operation and
support cost in 2016
International As contributed by
Garment Buyers international buyers
and Training and | (estimate)’ and through 430,000 56,600 500,000 1,600,000
Advisory fees training and advisory fees
Total 910,281 | 1,032,862 | 1,150,777 3,093,920

? Estimated revenue from sales of assessment reports, training and related services.
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7 Actual GMAC core contributions will be calculated annually and paid based on an
increasing percentage of BFC's annual estimated total operation and support costs: 14% in
2014, 15% in 2015, and 16% in 2016. The contribution should be paid into the ILO bank
account as indicated below, in two equal instalments on 30™ June and 30™ November of
the relevant year;

8 Actual RGC core contribution will be based on a calculation of 0.00004 times the total
Cambodian garment industry export value for the previous year for 2014 and 0.000045
times for 2015 and 2016. It will be paid into the ILO bank account no later than 30" June
of the relevant year.

9 Payments shall be made to the following bank account:

Name of the Banking Institution: ACLEDA Bank Plc.

Bank's Address: # 61, Preah Monivong Bivd., Sangkat Srah Chork,
Khan Daun Penh, Phnom Penh, Cambodia

Account Name: International Labour Organisation

Account Number: 0001-01-200411-11

Currency: United States Dollars

10 The international garment buyers sourcing from Cambodia who use the /LO Better
Factories Cambodia programme assessment reports and factories that participate in BFC
training courses will contribute to programme operation based on fees for services
rendered®;

11 Additional donors may provide financing to the programme the budgets of which will be
incorporated in the general financial reporting of the programme to the Project Advisory
Committee. A general financial report will be provided to the committee for each calendar
year in March of the subsequent year.

Sustainability

12 Based on recent discussions with programme partners, pursuit of greater sustainability
during 2014-2016, ILO and the International Finance Corporation (IFC) will concentrate on
improving internal management systems, creating more feasible cost recovery based
budgeting and finance systems, and enhancing the role of the project’s partners in the
leadership and governance of the programme.

Reporting

13 The ILO will provide a single narrative report for contributions made under this MOU.
Technical progress reports will be provided twice a year on 15" February and 15" August
of each year. Certified financial report will be provided yearly by 30™ April of each year
individually to each donor. The manager of the programme will regularly report to the

* The fee structure for buyer contributions is decided upon yearly by the |LO-BFC programme and Better Work Global.
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Project Advisory Committee on the progress made in the implementation of the
programme.

Miscellaneous

14 The RGC agrees to handle and be responsible for any third-party claim or dispute arising
from operations under this MOU against the ILO or its employees and shall hold them
harmless in respect of such claims or disputes. Where a claim or dispute arises from the
gross negligence or wilful misconduct of ILO employees, the Parties will consult with a
view to finding a satisfactory solution;

15 Nothing in this MOU or relating thereto shall be construed as a waiver of any of the
privileges and immunities enjoyed by the ILO.

Signed by:

H. E. Sun Chanthol Mr. Van Sou leng

Senior Minister President of Garment Manufacturers
Minister of Commerce Association of Cambodia

£ L
el

H.E. Ith Sam Heng Mr/] Maurizio Bussi|
Minister for Labour and Vocational Training Officer in Charge, ILO Country Office for
Cambodia

December 18, 2013 L/
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