FAIRTRADE LABELLING ORGANIZATIONS INTERNATIONAL

Present:

SC members: Charlotte Opal (chair), lan Finlayson (vice-chaige Osman, Alex Yeboah-Afari, Fenny Eshu
Jeronimo Pruijn, Phil Wells

Chair of the FLO Board: Barbara Fiorito

FLO SU: Andreas Kratz, Dorothee Jung, Ricardo Guimaraeb,\Rn Hout, Kate Kilpatrick, Fabienne Yver,
Ingrid MadImair, Juliane Reinecke, Maria R&$;0 FCSU: Simon Hunt (item 2.1, 6FFLO PBU: Robin Roth
(item 5), Matthias Kuhlmann (item 6) Guillermo Demgitem 5); Karimah Hudda (item #LO-Cert: Frank
Brinkschneider (item 7), Ronald Koepke (item 5 -Ri)ediger Meyer (item 7), Bronwyn Page-Shipp (item
7.1); FTF UK: John Arnold (item 4, 5) Richard Anstead (item 4)

Disclaimer:

The FLO Standards Committee aims to reach consdmsudecisions may not always reflect the opiniohs d
all people.

The section to introduce the topic (background imfation) has been written by the Standards Unitraagd
not have been discussed by the SC in full. Sectistiisg action points are an outcome of discussiofithe SC

but are not part of the decisions made.

Standards Committee

MINUTES
Meeting 28 18 and 19 September 2007

Iltem 2.1 News from FLO eV
Decisions:
The SC will be consulted with on the strategic egwi SC agrees not to raise individual
concerns, but will focus specifically on SC relateslies and come with one common
statement. Charlotte will coordinate this.

Currently only the Chair of the SC gives input ba 58U workplan. All agree that other SC
members also comment on the SU budget/ workplaarl@te will coordinate this.

ltem 2.2 News from SU

SC ToR for Observers

Decisions:

SC approve the SC ToR for Observers, taking intoaat the following comments:

- Agenda informs the chair about observers and byoapm the agenda the Chair agrees
to their participation. This should be clarifiedtire SC ToR.

- Point 5 of the ToR on Observers should state “withapproval of the Chair”

- Point 7 of the ToR on Observers should be delétetht 10 should include that for any
reason the SC can ask an observer to leave. AlGoH®ard member are not a SC
member, so SC could ask the Board member to Iéatvis needed, like other
observers. If the Board does not agree with thisgulure then it should recommend
another procedure.

- SC agrees to delete the introductory note of thémere observers.

SU project updates (GES, Rooibos and GTS)
Decisions:
SUD will discuss with Chair SC if Rooibos goes ba aigenda for November — and how to
proceed if it does not
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The strategic review on the environmental objestivEFT implies a need to postpone the
review of the environmental standards. The SC agieextend the current standards,
which means that e.g. progress requirements wiljjabbe implemented next year. The SC
agrees to extend the validity of the current GEfhéoend of 2008. The intent of the SC is
to have a vote on the GES in mid 2008 for a newdsted to be implemented in January
2009.

2.3 News from the Standards Committee
Meeting dates 2008
Not discussed (SUD will consult with SC via email on meeting dates in 2008)

Confidentiality of papers
Decisions:
SC agrees that the level of confidentiality shdwdindicated on the front page of each SC
paper.
SU will clarify the procedures on confidentiality the ToR. One should be able to
challenge the confidentiality status. Furtherm&ig,can ask the SC to clarify if they think
the paper should be treated confidentially.

Item 3 Second draft Small Producer Organisations (BO) standard: discuss section 4 on
labour standards and possibly other issues as idefied by the SC
Background:
The standards review project on the Generic Fdigt@tandards for Small Producers’
Organisations (SPO) is in its final stages andasmed to be presented to the SC
November meeting for decision taking.
A final public consultation round on the secondfidvarsion of the revised is currently
ongoing.
The focus of the discussion of content at the Séhithe section 4 of the SPO standard on
the labour conditions for workers within the SPO.
The SC also discusses the further planning of thiggt in terms of timelines of the current
consultation process and involvement of produceroiks, based on the request of a SC
member to extent the consultation period.

Decisions:

By majority the SC agrees not to extend the coasatft period on the SPO standard, given
that Producer Networks have been consulted thrautghe past 18 months. The revised
SPO standard, the results of the consultation gsoard the direction given by the SC in
previous meetings will be presented to the SC Nderrmeeting.

The SC agreed to give additional individual comraent the draft standard in writing.

Iltem 4 Tea price review: decision-taking on tea pde and related proposals
Decisions:
1. Minimum prices
- The SC discussed the option of having no minimuizegrfor tea, but agreed that the
Board intention is that prices should be set #lbpossible.
- Approved regional and country specific prices fonwentional CTC tea and
conventional orthodox fannings and dust. It wageagd not to set for organic or leaf teas at

this stage.
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- Minimum prices for conventional CTC and orthodorrfangs and dust were approved
as specified in the table below. The decision dtingeof auction prices for some origins
was delegated to the Standards Unit Director.

Region/Country For conventional CTC teas and
conventional orthodox fannings and dust
ONLY
FOB Prices

East Africa ex. Malawi, Rwanda 1.50 *auction priceo be defined

Rwanda 1.70 *auction price to be defined

Malawi 1.20 *auction price to be defined

Africa other 1.20

Sri Lanka 2.00

North India 2.00

South India 1.40

Nilgiris 1.75

China 1.20

Asia Other 1.40

Americas 1.20

2. Sustainability Margin

- For conventional CTC tea and conventional orthd@mxings and dust a $0.10/kg SM
is approved for Hired Labour situations only.

- For all HL producers the buyer deducts $0.10/kgnftbe HL Premium and pays this
directly to the Estate to support costs of prodgurctnd Fairtrade compliance. The payment
should be communicated as an earmarked part ebthlePremium. (vote 4 in favour, 1
against, 2 abstentions).

- For all SFOs the SC approved not to earmark a Bpachount of premium money in
the standards but to communicate to the produbatshe Premium can be used to support
costs of production and for FT certification andngpdiance depending on the decision of
the General Assembly.

3. Fairtrade Premium (including the SM)
- $0.50 for CTC/Fannings and Dust and $1.10 for LBadkens. Majority vote (5 in
favour, 1 abstention, 1 counter proposal, equitadécurrent Euro premium in USD).

4. Trade rules

- Auction rules: The SC agreed to follow the recomdeshapproach

- Retroactive certification: the SC decided in cossisio phase out systematic
retroactive certification and agreed to the propagandard wording, FLO Cert policy and
fee structure.

5.Implementation and Monitoring

- The SC agrees to implement the new prices and ageoon as possible

- The SC asks the SU to closely monitor the impleatéott of the prices, in particular
regarding market share of producers. In case thepniees have a negative effect on
producers the SU is asked to respond fast.

- Special attention also needs to be taken in mangdhe impacts of the trade rules.
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- After six months of implementation (in 1 year’s éjrthe SC asks to receive a first
monitoring report in case problems with the newmdéads have been identified.

Item 5 Coffee price review: COSP report September@7: discuss and approve price
proposals to begin consultation
Background:
The intention of the meeting is to discuss and @ppthe price proposals in order to start a
price consultation with all stakeholders.
In March 2007 the FLO Board decided, on recommeodatf the SC (February 2007), that
the FT premium and the Organic Differential shdwbth be increased by 5 US$-cents/Ib
(implemented in June 2007), but that further redean Cost of Sustainable Production
(COSP) and a more thorough analysis of the difterearket situations was still needed.
At the July meeting the SC accepted an amendedinienen advice from the Managing
Director of FLO and the Chair of the FLO Board, @nd allowed FLO Standards Unit
(SU) to carry out a more in-depth analysis of thkkected COSP figures 2007. The SU had
also requested extra time, because when the Jubytre@as submitted, very little COSP
data had been collected and therefore SU had et &lgle to make a price proposal. For
the SC meeting in September FLO Standards Unipheplared a “follow up paper”,
containing a detailed analysis of the COSP dataighed by 21 producer groups, and a
price proposal.

Decisions:

- Regarding the calculation of COSP, the SC agresscttification costs should be
calculated on the basis of FT sales and not oiothéproduction. An average % could be
used as a benchmark per type of product.

- SC agrees not to recommend any change in orgdiécatitials during this price
review. A review of the organic prices is not withhe scope of this project. Still, a
guestion about organic differentials could be ideld in the questionnaire to gather
stakeholder opinions on this issue.

- Ex-works prices are to be taken out of the consatiaSC will see at the November
meeting if a decision on Ex works prices can berabn it.

- The SC agrees that there are enough argumen&rt@ stonsultation on price option
(for Arabica) that is higher than the current FTMP.

- FLO SU presented 2 price options per type of coffgabica and Robusta). The SC
considered these price options, decided to consault price option only per type of coffee,
and to slightly amend the proposed option for Acalmoffee.

- Washed Arabica Price Proposal: SC agreed (majooity: 4 to 3) to consult on a price
system based on regional price differentials irdst#faa 1 global price. The SC considered
two options for Latin America: $1.30 or $1.25, agteed (majority vote: 4 to 3) to propose
$1.30 USD/ Ib. The SC considered two options ferrést of the world: $1.25 and 1.21,
and agreed (majority vote: 5 to 2) to propose eepoif 1.25 USD/ Ib.

- Washed Robusta Price Proposal: SC agreed unanyrtousbnsult on the proposal to
keep current price for Robusta coffee in all coestunchanged (1.05 USD/ |b)

- Regarding the consultation, it was decided thadxatutive summary of the September
and July reports would be made public. The fullldoent will be available on request. The
SC will produce a justification document to expltie decision. The justification
document will also be sent with the consultatiopgya. SU will prepare the executive
summary, and draft the questions for consultatiotess.

- The consultation will start on 1 October and wakt until 1 November.

File name: | Approved SC Minutes September 2007.doc 4/6

Status: Public

Sender: FLO Sandards Unit




FAIRTRADE LABELLING ORGANIZATIONS INTERNATIONAL

Further actions:

- SC Chair will write the SC communiqué (documentlaxpng the decision)

- SC members send questions to SU staff by this weekder to include them in the
consultation document.

- SU will write executive summaries of the SC papers.

Iltem 6 SC — Board relations

Background:

The intention of the discussion is to clarify theRlof the SC and to present the paper,
which is intended for approval by the Board, prapgs “Policy for ratification of
decisions of the Standards Committee or Standandts. Bor this purpose, the Chair of the
Board was invited to discuss with the SC the retabetween Board and SC.

Response of the Chair of the Board to proposed paly paper

Decisions:

With the exception of passive agreement outline8lt(“No feedback within 21 days (or
within indicated consultation timelines) implies ngks have been identified.”), the Chair
of the Board agrees with the proposed paper arigupbort it at the next Board meeting.
The SC and Chair of the Board agree that improvésriarcommunication between the two
bodies are needed, and welcome the opportunityot& tegether and improve processes.

Procedure Board ratification of tea price decision

Decisions:

The SC will produce a summary explanation on theptéce decision and send it out after
2"%3rd October 2007. Board should ratify SC decigigremail.

Item 7.1 Presentation of Certification policy SouthAfrica & termination of FLO

country guidance document

Background:

In 2004 the National guidance doc was developeda#t necessary to develop this
empowerment standard, to ensure implementatioatidmal law re Black Empowerment.
The new Cert policy contains the South Africa sfieandicators for the Hired Labour
standard, and should replace the current Nationaldhce Document. FLO Cert has
consulted with many people in South Africa. Cert 6as already approved the Cert policy
and it has been valid since September 2007. This &€ked to dissolve the National
guidance Document.

Decisions:

SC did not have the chance to review the curretibNal Guidance Document on South
Africa (and its effect on decertification of certajroups), but SC does accept that FLO
Cert's interpretation of the relevant HL standdsdsorrect and agrees that the National
Guidance Document is replaced by the new CertitioaPolicy on South Africa. SC would
like to have been informed about the implicatioadier.

SC would like SU to inform the LIs that the Natib@uidance Document has been
replaced by a FLO-Cert policy and that some prodgosups may be decertified because
they were not willing to make the necessary investisito ensure compliance with the
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FLO policy on black empowerment. The de-certifioatof certain groups may have an
impact on the supply chain.

Iltem 7.2 FLO Cert update

Not discussed

Item 7.3 New certification system

Background:

FLO Cert presents the New Certification System Wl major changes it brings, such as
the certification cycle of three years, the newpawion routine, the distinction between
major and regular compliance criteria and the rgttof clear timelines for progress
compliance criteria.

The following discussion focussed on the SC corgcabout the implications of the ISO 65
accreditation for producers, in particular in lingidevelopment to timelines.

Decision:

To enable the roll out of the New Certification &ys in 2008 the SC endorses FLO Cert’'s
interpretation of progress standards to set timsliior public compliance criteria, on the
basis that:

- Timelines for compliance criteria will be limited either 3 or 6 years for the time
being. The “6 years timeline” should get an asteriall documents, stating that this
timeline isunder review; to not give readers/users the wrong impressiontkigis a final
wisdom.

- Focus should be on having plans in place to actdevelopment, not having achieved
development itself.

- The SU is delegated to set up a working group ®it Cert participation to revise the
concept of time-bound compliance criteria for pesy standards and to investigate whether
other possible indicators can be put in place tasuee development.

Item 8 Any other issues

Planning next meeting
Confirmed: 28 and 27 of November
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