FAIRTRADE FAIRTRADE LABELLING ORGANIZATIONS INTERNATIONAL

Standards Committee

MINUTES
Meeting 29: 26 & 27 November 2007

Present:

Jerénimo Pruijn

SC members. Charlotte Opal (chair), lan Finlayson (vice-chaiige Osman, Alex Yeboah-Afari, Fenny Eshuis

FLO SU: Andreas Kratz, Dorothee Jung, Ricardo Guimaraeb,\Rn Hout, Kate Kilpatrick, Ingrid MadImair,
Juliane Reinecke, Maria RUsL.O PBU: Karimah Hudda (partly), Tatiana Mateluna (partil),O-Cert: Ronald
Koepke (partly), Felipe Carrera (partly), Ruth Rerdez (partly)FSCU: Verdnica Pérez (partly)

v

Disclaimer:

of all people.

The FLO Standards Committee (SC) aims to reach censghut decisions may not always reflect the opmi

The section to introduce the topic (background imftion) has been written by the Standards Unitraag not
have been discussed by the SC in full. Sectiotindigction points are an outcome of discussionth®fSC but
are not part of the decisions made.

Item 1 — Approval agenda and SC Minutes meeting Segmber 2007

Approval of SC minutes

SC members will receive a Track-Change versiorhefdraft SC minutes, before the minutes are
finally approved by the Chair of the SC or the V&kair. If SC members disagree with how SU has
dealt with SC comments, members have to wait thitiinext SC meeting to raise concerns.

Decision:
Agenda and SC Minutes are approved

Item 2 Generic Trade Standard and product-specifistandard amendments

Introduction:

The Generic Trade Standard (GTS) development pgrijat started end of 2005 has undergone two
rounds of public stakeholder consultation. The &Cubsed each draft and provided guidance for
the amendment of the GTS.

The SC is asked to discuss and pre-approve treedhaft Generic Trade Standard (GTS), to ensure
that during the consultation process SU is abfedas on the adaptation of the product trade
standards based on the pre-approved GTS versiowilStarry out a round of public consultation
specifically on the adapted product trade standauasng the major topics discussed was the scope
of the standard, the standard section on tracgahiid the issue of private exporters.

Decision:

The SC pre-approves the GTS based on amendmeére sfandard according to the guidance
provided during the discussion.

This pre-approval constitutes a general approvét®fSC to the standards draft, acknowledging that
the GTS may need to be amended based on the rektlits product trade standards consultation.
The SC will take a final decision on the GTS oneerevised product standards have been consulted
upon and are presented to the SC.
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With regards to private exporters the SC flagged when a FOB minimum price exists for a
product, private exporters should not be alloweexport below this price. The SU will investigate
the implications of this proposed rule.

A two-year transition period was recommended fgslementation of traceability.

Communication to the Board:

Certifier
The SC confirmed that the function of the Fairtrpdger is a key element of the GTS and therefore
the payment of Fairtrade price and Fairtrade premmeeds to be inspected and certified.
The SC asks the Board to clarify who is granteditjigt to certify against the GTS, specifically on
the function of Fairtrade payers (e.g. having tbelde function of being a FT importer as well as
FT licensee). Is FLO Cert the sole certificatiompor can LI's control of importer/licensees be
seen as certification against Fairtrade Standards?

Private exporters
SC members draw attention to the fact that prieapeorters do not have to adhere to hired labour
standards whereas exporting SPOs have to comptytidtlabour standards as set out in the SPO
standard. The Board is asked for strategic guidandeor prioritization of SU work on this matter
(also to be prioritized within the supply chainrstard debate). This issue was flagged during both
discussions of GTS and SPO by individual SC members
Exporter entrance requirements (e.g. a letter ppstt from an SPO) should be included in the
consultation on the coffee-specific trade standard.

Item 3 Coffee Price: Discuss results consultatiomna take a decision on price proposal
Background:
The purpose of the discussion is for the SC to tiasions on the coffee price review and to make
recommendations to the FLO Board. The Board shiaiify the decisions during its November
meeting. Following the SC meeting, SU Director & Chair will attend the Board Meeting in
New York where they will present the SC decisiongoffee prices on 30 November 2007.
At the SC in September, SU presented the analfdiedCost of Sustainable Production, the FT
market study and a number of price proposals. The&ided on one price proposal and requested
SU to start a consultation with all coffee stakeleos as soon as possible. A consultation document,
containing an executive summary of the July ande®aper SC reports, the price proposal and a
guestionnaire was sent to all producers and impomtelividually. LIs were asked to interview
licensees and to share their findings with FLO .oAsultative workshop with Latin American
producers and the CLAC was organized on 10 Octaber.
On 1 November, after 1 month of consultations, Figgan analyzing all the results and based on
the collected information drafted a number of renwendations, which it presented in the SC paper
for the November meeting.
In November FLO SU organized a meeting with repregeses of 9 Lls to discuss the findings and
the SU recommendations. In the same month the €dfflwvisory Group also discussed the
proposals during its teleconference.

Decisions (based on the quoted SU recommendations):
U Recommendation: FLO should start monitoring COSP of FT coffee immediately and carry out
pricereviews every 2 to 3 years. It is advised that monitoring of COSP is done with support from an
independent organisation to enhance credibility.

SC Decision:
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» SC does not fully support the recommendation. BhGuld start monitoring COSP as soon as
possible and review prices on a regular basisthaue is no need for an external organisation to
enhance credibility. FLO is itself an independergamisation, which is safeguarded — like in the
coffee process — by procedures that emphasisetnfitipdransparency and multi-stakeholder input
& evaluation.

U Recommendation: It is recommended that a long-term coffee advisory panel should be created,
wher e producers meet importers and roasters to discussissuesrelated to price, tradeand FT

markets. The panel, which will require funding, should advise FLO on technical questionsrelated to
the FT coffee business, so that the FLO SC and Board can take more informed decisions in future.

SC Decision:

» The Panel should not be seen as a decision-makimgj,out more as a technical advisory body.
» Itis recommend that FLO has a coffee expert irskpwho coordinates, amongst other things,
the work of the Advisory Panel.

» Jerdénimo Pruijn will help SU to draft a ToR for tAdvisory Panel.

U recommended not taking a decision on prices only, but also to act on a number of concerns that
were raised by participants of the coffee price consultation.

SC Decision:

» The SC decided to focus on what can be decided(newprices and implementation date) and to
recommend to the Board areas that they need tegréyus attention to for the future. It was not
considered realistic to link the price recommeratetito the wider systemic issues (see below).

U Recommendation: Increase Arabica prices (washed and unwashed) by an average of not more

than 5 cents for all regions

SC Decision:

» b5 out of 6 SC members favour a price increase fabika coffee.

» A majority of the SC opt for a cautious increadertg into account market realities.

» Majority of SC supports raising minimum pricelt®5 US cents/ |b globally for washed Arabica
(average increase of 5 cents: 4 cents in Centrariua, Africa and Asia; 6 cents in South America
and the Caribbean). SC accepts SU recommendationrease unwashed coffees with 5 cents
(from 115 to 120 US cents/ Ib)

U recommendation: Implement the new prices on 1 October 2008

SC Decision:

» SC acknowledges that traders need some time papador a price change and that many
contracts are already signed for 2007/ 2008 harV¥ést majority of the SC agrees that October
2008 is too late, as producers in Southern hemispdtart harvesting coffee in June 2008. SC
decides to implement new prices in 1 June 2008.

U Recommendation: Communicate the price decision immediately after the FLO Board meeting on

30 November 2007. Details supporting the price decision should be communicated several weeks

later.

SC Decision:

» SC agrees that the price decision should be conmatad immediately.

» FLO should communicate to all stakeholders that EB®ies out price reviews periodically and
that the new minimum prices will be valid until &R010.

U recommendation: Keep the FT minimum prices for Robusta coffees (washed and unwashed)

unchanged.

SC Decision:

» All SC members agree that the FT minimum priceRobusta coffees should be unchanged.
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U Recommendation: Inform consumers, retailers and licensees about differences between FT and
other certification schemes

SC Decision:

» Lls, producers and traders expect an informationpzagn to the public. FLO together with
producers should provide LIs with material/ suppBdcus should not be on differences between
labels, but on the merits of Fairtrade.

» SC recommends that the board supports these efforts

U Recommendation: Lower the costs of the FT Labelling system for producers and for traders/
licensees

SC Decision:

» The SC flags to the Board that the coffee priaesatiation affirms the view that the FT system is
too expensive

U Recommendation: Improve the quality of FT coffee

SC Decision:

» The SC decided that standards are not the bdgbtonprove quality. A coordinated approach is
necessary by the FLO system.

U Recommendation: Provide evidence that the FT minimum priceis not cost-covering

SC Decision:

» The SC is not convinced that more evidence neets provided. FLO already sent out the paper
that shows that current prices are not cost-cogefbO will start monitoring COSP, but should

now focus on the communication side.

U Recommendation: Ensure FLO isreceiving the necessary support to deal with a number of

issues that impede the functioning of the FT Model for coffee (Ex Works prices; pricing model that
responds better to fluctuationsin the currency; Signing of contracts and fixing prices; misbehaviour
and unfair practices in the supply chain; Increase supply of FT coffee, especially organic-certified

FT coffee; Definitions for different types of coffee)

SC Decision:

» SC confirmed that these issues are important anddaike to flag to the Board that FLO needs
to deal with these issues urgently.

Further actions:
» SC members have the opportunity to comment onfaphess release. FLO Board will be asked
to finalize the draft press release.
» SC agrees that the SC paper November 2007 shayldshfidential. An executive summary
could be made available to interested parties.

Item 4 Small Producer organizations
The third draft generic standard for Small Prod@sganisations’ (SPO) was presented to the SC
for discussion and approval. Requirements relatirthe small producer definition and
organisational requirements (1.2.1.1. and 1.2We2¢ discussed but deferred from decision making
until results from the Strategic Review and stratggiidance from the following FLO Board
meeting is received.
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Decisions:
» The SC agreed to amend a number of SPO standapaisarents, based on which a final draft
SPO standard will be created. The formal approvi@final draft including revisions based on the
outcome of the Strategic Review is planned fom&et SC meeting.
» The SC does not request further public consultabanis requesting the final draft to be send to
the SC one month prior to discussion to allow faeinal discussion with members’ constituencies
where seen necessary.
» The creation of indicators to measure progressireqapents is still outstanding (SU project for
generic standards in 2008). Special attention naelde given to make progress requirements of the
labour condition section feasible for SPOs to imdet.

Summary of agreed amendments:
Section 1.3 Democracy, Participation, Transparency
» 1.3.2.4: SC agreed to remove the requirement

Section 2.1 Premium Use
» The SC agreed to reword the intent to better reftex concept of Fairtrade Premium as a tool
for investment in the socio-economic developmertheforganisation and farmer’'s community,
based on transparent and democratic decision maWiitg regards to the guidance on Premium use
a reference to limit cash payments was discussead agreed that cash payments should be made
only in exceptional circumstances (based on tharosgtions understanding of what an exceptional
circumstance is) and these exceptions documentéaebyrganisation to provide SU with
information on the use of the Fairtrade PremiunseBlaon an analysis of this information the SC
will consider whether it is necessary to changeRfigtrade Premium concept.

Section 2.2 Trading ability
2.2.1.1: SC agreed to remove the requirement.

Section 4 Labour conditions
» SC agrees to the FLO Cert interpretation of “sigaifit amount of workers” according to
national labour law.
» At member level the SC agrees that the focus ofptianmce is on permanent workers, but that
seasonal/ temporary workers needs are coverecemntiployment policy of the organisation (4.1).
» Shareholders of processing facilities: the SC afted¢hat application of the labour standards
should focus on workers producing the FT produdt\wahere the organisation has 75% or more
shares.

4.3 Child labour
The SC agrees to further refine the guidance dd &ihour (4.3.1.3.) so as to proactively promote
schooling. It also needs to be specified that olitdk within the framework of the standard can
only take place when supervised/ guided by a famiynber.

4.5 Conditions of Employment
4.5.2.3 Agreed to remove.

Communication to the Board:
» Part of the SC reiterated that it is not fair thavate processors/ exporters do not have to follow
standards on labour conditions when at the same $ROs have to adhere to labour standards.
» Individual SC members stated that there is a neeHdirtrade as a system to involve producers
more proactively in consultation processes andridD to provide institutional support for the
producer networks.
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» On Small Producer definition and organisationaldmemarks: SC is waiting for political/
strategic guidance.

Item 5.1 News from FLO eV
No decisions were taken

Item 5.2 News from SU
No decisions were taken

Item 5.3 News from the SC
No decisions were taken

Item 5.4 News from FLO Cert
No decisions were taken

Item 6 Prohibited Material List (PML)

Background:
Producers and inspectors informed FLO Cert abagsa which current PML leads to high risk of
numerous producer de-certification. FLO Cert, adtealysis of the issues, presented 3 cases to the
SC.

Decision:
Upon request of FLO Cert, the SC decided to giaetetnew exceptions for certain prohibited
materials in specified products and in some coesitiCurrent rules on exceptions apply:
» The use of Paraquat in tea from Sri Lanka is exaeglly allowed under specific conditions
(conditions are explained in the PML).
» The use of Paraquat in sugar from Belize is exoaptly allowed under specific conditions
(conditions are explained in the PML).
» The use of Methidathion in citrus from South Afriseexceptionally allowed under specific
conditions (conditions are explained in the PML).

Item 7 Rooibos Price Review

Background:
After 3 rounds of consultation the SU presentetthéoStandards Committee a price proposal for
Rooibos.

Decisions:
Recommendation 6.1
» The majority of the SC agrees to leave the scopa ¢@both HL and SPOs.

Recommendation 6.2
» The majority of the SC accepts the price recommigomia

Recommendation 6.3
» The SC approves the wording of this recommendalfibe.SC recommends that the product-
specific trade standards look at having one effeddOB min price which includes premium.

Recommendation 6.4
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» The SC agrees that the decisions be implementedPAgven FLO-Cert's information.

Others:
»The SC requested that a summary of the argumedtdata in the paper be presented as part of a
public Q&A to support communication of the decision
»The SC began to discuss whether Rooibos shouldovedrfrom the Tea standard to the Herbs
and Spices standard (without impacting the prodscepe). This discussion was not completed so
no decision on this was taken.

Item 8 Cashew pricing

Decisions:
» The SC agrees that research into new pricing mefboadashew nuts should continue. The
research would investigate the possibility of gyafiifferentials. Max Havelaar NL will work out
the issues outlined in the cashew paper and hose tten be taken forward.

Item 9 Any other issues
The SC requests a regular update from FLO PolidyRBU to the SC for the next meetings.

Planning next meeting:
Confirmed:
- 26th and 27th of February 2008 (starting at 9am)
Tentative:
- 3 and 4 June 2008
- 9and 10 September 2008
- 2 and 3 December 2008

Item 10: Indian Cotton Price

Introduction:
Due to the devaluation of the USD relative to theidn Rupee (INR), the FT minimum price paid
for Indian cotton producers has fallen dramatich#yow the INR level intended when the price was
set. The SC was asked to give guidance on an eégnapteasure to compensate the loss incurred
by Indian cotton producers. The SU proposed tw@opt either (a) a quick and immediate
measure: to amend the FT price for India to the pxiRe that was originally intended when the
prices were set by FLO, or (b) to work on an exdearate policy that could be applied generally.

Decision:
The SC agrees on a quick-fix to readjust the Indwtton price as per the following mechanism: the
USD Minimum Price is maintained, and the INR eqlénavalue at the time of price setting
(September 2004) is introduced. Whichever is tighdr of these two prices shall be used as the
minimum price, i.e. in the event that the INR/USEteange rate fell below its rate at the time of
price setting, the INR value would apply.
The Indian cotton case is to be treated as an &gocephich is not intended to be replicated for
other price readjustments. Given that other pradmight be similarly affected by the dollar
depreciation, the SC approved the SU’s proposaMestigate approaches for defining a general
policy to be applied to other products.
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