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PART B Product Specific Standards for Bananas

1. Social Development

There are no additional social standards spedfitanana producers.

2. Economic Development

There are no additional economic standards spdoifianana producers.

3. Environmental Development

There are no additional environmental standardsipéo banana producers.
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PART C Trade Standards for Bananas

1. Product Description

1.1.

1.2.

Fairtrade bananas are bananas and products di&ve bananas which have been
produced, traded, processed and marketed accdalthg standards and contracts laid
down by FLO.

All bananas to be sold with the Fairtrade labestnbe purchased as directly as possible
from producers certified as Fairtrade.

2. Long Term and Stable Contractual Relationship

2.1.

2.2.

2.3.

2.4

Importers and producers should seek to estahlishg term and stable relationship in
which the rights and interests of both are mutuagpected.

Importers, exporters and producers sign a canivile a Fairtrade certification company,
which defines the rights and obligation of eaclpeesive party. In addition, importers sign a
contract of purchase for Fairtrade (FT) bananals aiery producer/exportefor a period

of at least one year and preferably for longerré&yuest of either one of the two contract
parties, FLO will advise on contract negotiations.

Purchase contracts should comply with at leasfdhowing requirements:

= Contain this document as an integral part. If rference is made in the final producer-
importer/exporter contract to one or more of treaarcovered by the Trade Standards, FLO
will assume that the specifications of the Tradm8ards apply and will use them as terms
of references to solve outstanding disputes.

= State the maximum volume per week the producerféspis committed to sell to the
importer. Possible variations during the contraariqgad must be specified with weekly
orders at least 2 weeks before shipment.

= Contain a confirmation by the importer that targetelumes of FT bananas to be
purchased will be specified in weekly orders andlaarterly sourcing plans. At least two
weeks before the start of every quarter, each merdexporter will be informed about the
targeted volume of Fairtrade bananas to be bouglthé quarter.

= Specify the quality requirements and tolerancat®bananas and packing method and
material (or refer explicitly to annexe 1 of thisodiment)

= [|ndicate the price of Fairtrade bananas
= Delivery conditions

= Payment conditions for Fairtrade fruit

» |Indemnity and liability of each party

= Give the law and jurisdiction applying

= Define ‘force majeure’

Purchase contracts may not contain clauses whiatnagtict this document. Terms related
to Fairtrade price, premium, payment and contractblgations are not negotiable, as they
refer to principles or rules laid down by FLO. Qtyatolerances, shipment conditions and

Y the producers are not the exporters, exporterserjuired to sign similar contracts with prodscer
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2.5.

2.6.

procedures to adopt for quality claims and inspestimay diverge from the Trade
Standards, provided that:

¢ The final producer-importer contract states exgjicthe differences with the Trade
Standards where necessary;

¢ A detailed account of the procedures the impomerthe producers/exporter will follow
instead is given;

¢ Producers are made fully aware of the implicatiofithe clauses contained in their
contract;

¢ These clauses are not detrimental to producers

FLO reserves the right to check whether they amepatible with FLO’s principles as laid
down in the Trade Standards. In case of doubtsputé the clauses in this document
prevalil.

In addition to weekly orders, importers will mad@urcing plans available for every quarter.
These plans will specify total expected purchasésotrade bananas and the sources
(producers/exporters) they intend to obtain thesmfr

This information will be sent to FLO and the prodts/exporters at least two weeks before
the beginning of each quarter. FLO will treat tinformation as confidential.

The sourcing plan implies a legal obligation ty lati least 50% of the projected Fairtrade
guantities during the quarter. This obligationasicelled if, during the quarter, more than
15%of the fruit was not within the quality standards.

Unless either one of the contract parties, atleeo weeks before the expiring date, gives
notice that it wishes to end or modify the contréoé contract is automatically renewed for
a new contract period of the same duration.

3. Pricing and Premium

3.1

3.2.

3.3.

The total price paid should be equal to or highan the total of the Fairtrade minimum
price and the Fairtrade premium defined by FLO

The minimum price is ainimum. It sets the bottom limit for negotiations betweabe
grower and the trader. If, during a certain perib&, marketan absorb a higher price than
the Fairtrade minimum price, the higher price shpjbly.

The Fairtradgremium is paid on top of the price, whether it is the ateaged price (higher
than minimum price) or the Fairtrade minimum pritae premium must be used for social
and environmental development in accordance withO Fitandards and guidance
documents.

The Fairtrade minimum prices for bananas ar@gtspecific.

In setting the Fairtrade price FLO will take intccaunt the both country-specific costs of
production and the need to minimize price compatitietween Fairtrade certified
producers. Thus, the minimum price is the resuthefdata on costs of sustainable
production gathered from producers and on the waroknt of traders and external sources
to identify a reasonable minimum price that sudthlproducers and the market.

Fairtrade minimum prices and premiuior fresh bananas are as follows in the table
below. They are stated for farm-gate and/or FORI& dollars and refer to ari8.14 kg
box.
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Fairtrade minimum Price
In US$/18.14 kg box

Premium on top
of the Fairtrade

Origin S : Validity
minimum price
US$/18.14 kg box
Farm Gate FOB
Colombia 5.50 6.75 1 From 1-1-06
conventional
Colombia 7.25 8.50 1 From 1-11-05
organic
Costa Rica 5.75 6.75 1 From 1-1-06
conventional
Dominican Republic 7.00 8.50 1 From 1-1-06
conventional
Dominican Republlc 8.50 10.00 1 Erom 1-1-06
organic
Ecuador 5.50 6.75 1 From 1-1-06
conventional
Ecuador 7.25 8.50 1 From 1-1-06
organic
Ghana - 8.00 1 From 1-1-06
conventional
Ghana
organic - 10.00 1 From 1-11-05
Panama 6.00 7.00 1 From 1-11-05
conventional
Peru 7.00 8.50 1 From 1-1-06
organic
Philippines 6.00 7.50 1 From 1-11-05
conventional
Windward Islands 7.60 9.00 1 Erom 1-1-06

conventional
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3.4.

3.5.

3.6.

3.7.

3.8.

Minimum prices are set at both Farm Gate and FQBI Ior the same origin: Only ONE
minimum price applies per trade chain.

The minimum price set at Farm Gate lewaly is applicable for producers not exporting
the fruit.
The minimum price set at FOB levahly is applicable for producers exporting the fruit.

Farm Gate minimum price includes the following sosDne-off set-up costs amortized,

field work, harvest, packing and organizationaltsoBor details about components that are
included in each costs elements, please contactdHeotly.

Note that any cost which is not paid by the rel¢éy@artner as defined by FLO has to be
considered as “service” and has then to be paidet@rovider of this service.

For organic bananas from Peruhe Fairtrade minimum price is set for “fruit orapt” at
3.00 US$/ box of 18.14 kg. “Fruit on plant” refeosexport-quality bananas still on the
plants, ready to be harvested. The Fairtrade prarsiset at 1.00 US$/ box of 18.14 kg and
is paid to the producer organization. These Faemainimum price and premium apply
from 1% of January 2006 to 3f June 2006.

If the weight of the box is other than 18.14kg tiial price is adjusted pro-rata in line with
the weight. In the case of new technology, sucbpas-top boxes, the increased costs of
production for the producer/exporter must be inoocafed in the total Fairtrade FOB price.

Fororganic fresh banana for processing from Costa Ricthe Fairtrade minimum price is
as follows.

Fruit Country Fairtrade Minimum Fairtrade
price at Farm Gate Premium
level per kg at Farm

Gate level
per kg

Organic fresh banang Costa Rica US$ 0.15 US$ 0.03

for processing

The Fairtrade prices faried bananasare as follows. They are based on costs of
production of fresh fruit, the conversion rate.(hew may kgs of fresh bananas it takes to
make 1 kg of dried fruit), the cost of processing axporting. The Fairtrade premium is
paid on top of the Fairtrade minimum price.

Fruit Country Fairtrade minimum | Fairtrade

FOB price per kg Premium per kg
Organic dried banana| Costa Rica| US$ 4.20 US$ 0.80
Organic dried banana| Brazil US$ 2.60 US$ 0.65
Organic dried banana| Bolivia US$ 3.00 US$ 0.45
Dried banana Uganda £1.42 £0.14

The Fairtrade prices fdranana pureeare as follows.

» For organic banana puree from Costa Rica the Rdetminimum price is set at
FOB-level, including the costs for processing thetf The Fairtrade premium is
paid on top of the Fairtrade minimum price.
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Banana Puree Country Fairtrade minimum Fairtrade Premium

Price & Premium FOB price per metric | per metric tonne
tonne (MT) (MT)

Organic banana | Costa Rica| US$ 1000 US$ 100

puree

« For conventional banana puree and concentrate @osta Rica and Ecuador the
Fairtrade minimum price is set at farm-gate leVéke Fairtrade premium is paid on
top of the Fairtrade minimum price.

Country Fairtrade minimum Fairtrade Premium
Bananas for farm-gate price per per box of 18.5 kg
banana puree and box of 18.5 kg
concentrate Costa Rica,| US$ 1.20 US$ 0.30
Ecuador

3.9. The Fairtrade prices fptantain are as follows.
Product Country Fairtrade minimum price Fairtrade premium
Farm Gate FOB
Conventional plantain Latin US$ 5.50 US$ 2.20 per box of 22kg
America per box of
22kg
Conventional plantain for | Latin US$0.21 US$ 0.02 per kg
local processing America per kg

4. Quality requirements

4.1. Quality requirements and tolerances for Fairtiaaeanas must be specified in a written
purchase contract, together with packing and latgetiequirements.
4.2. In order to solve problems of diverging qualitgredards applied by clients, the importer

should agree to suitable quality standards witldpcers/exporters or refer in the purchase
contract to FLO’s standard quality requirementsrfon-organic Fairtrade bananas, as
described in appendix 1. If importers and produegmorters do not agree to different
tolerances, those specified in appendix 1 apply.

5. Non Fairtrade Sales

5.1.

5.2.

5.2.1.

Negotiations of Fairtrade purchases and non+&dietpurchases and sales shall be treated
separately. If the agreement between the impon@itlze producers/exporters is that
volumes of non-Fairtrade bananas will be purch&sed the same source, then quantities
might be specified in the same contract, provideddistinction between Fairtrade and non-
Fairtrade purchases are made distinctly under paphg 4.1, 4.2. and 9 on the price,
premium and payment conditions and on packing abelling conditions, as laid down in
appendix 1.

Price and payment conditions:

The “non-FT” price may be lower than therRihimum price.
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5.2.2.  The importer is only allowed to pay thedarcer/exporter under “non-FT conditions” in
case of “excessive volume shipped” (see definitinder paragraph 6)3“short falling
sales” (paragraph 7.1.), and in case of qualitpleros (as described in appendix 1).

5.2.3. Ifthe “non-FT conditions”, are based on salesansignment, the following applies.
Consignment is understood as the selling of fryitie importer on behalf of the
producer/exporter. The importer undertakes totielfruit at the best possible price (taking
transport and other additional costs into accodrite importer will pay this price to the
producer, after deduction, as far as applicablesed freight, insurance, harbour handling
costs, clearance, survey, post-harbour transpamipdhg costs and importer’'s commission.
The commission covers the importer's expensesditing the fruit. No other deductions
can be made. This commission may not be higher@P&of the importer’'s selling price.
Under no circumstances should the balance be nedati producers.

5.2.4. If importer and producers/exporters reach a diffeeggreement over the deductions that will
be made by the importer from the final sale, impierimust give a detailed account in the
contract of the percentage that producers willivecas advance payment and of the costs
deducted.

6. Shipment conditions

6.1. Within the framework of the contract, orders éaich shipment are placed in the following
manner. Volumes to be shipped are ordered in wraineast 5-10 workdays (according to
customs in the production country) before the dayvbich the loading of the ship is
scheduled.

6.2. Shipments not complying with quality standardd aith shipment orders should not be
shipped. If, nevertheless abnormalities occurptioelucer/exporter shall give notice in
writing to the importer as soon as the abnormaliéiee discovered, especially with regard
to: quantities diverging from the order, non-homumés fruit, exceptional packing material
used, faulty labelling of cartons or clusters ahdamal storage and transport conditions.

6.3. Excessive volume shippedf the actually shipped FT volume exceeds the veumrdered,
provided that the order was placed in accordante 6vi, and if this volume could not be
sold as FT because of short falling orders by itiqgoirter’s FT clients, the importer is
allowed to pay under non-FT conditions (as in pexply 5.2) for the excess part.

7. Short falling sales

7.1. Short falling salesin case part of any shipment could not be soldaagrade fruit because
of short falling orders by their Fairtrade clieritaporters may pay under “non-Fairtrade
conditions” (see paragraph 5.2) for that fruit a@tmaximum of 10% of the ordered
volume. Possible financial losses above this peaggnare to be assumed by the importer.

8. Indemnities, liabilities and procedures to follow in case of quality
claims and inspections
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8.1.

8.1.1.

8.1.2.

8.1.3.

8.2.

8.2.1.

8.2.2.

Quiality checks and inspections the port of origin and in the port of destiati as well
as liabilities and indemnities determined accorljirigr the parties will follow the
procedures laid down in Appendix 2 of this document

Importers and producers/exporters migheegn different procedures provided these are
detailed in the purchase contract.

FLO reserves the right to check whetherdlpeecedures are compatible with FLO’s
principles as laid down in the Trade Conditions.

In case of doubt or dispute the clausésisndocument prevail.

Force majeure.The importer has the obligation to accept andthayordered volume,
provided the bananas comply with the agreed qustiétgdard, except in case of ‘force
majeure’. ‘Force majeure’ is defined in the contrac

The producer/exporter is obliged to deliber ordered volume to the importer, provided it
does not exceed the “maximum volume” specifiechandontract, except in cases of ‘force
majeure’. The obligation to deliver up to the “maxim volume” is reduced by 10% in case
the producer is not able to deliver the orderediv@ for reasons other than ‘force majeure’,
provided that the reason is not selling producether buyers.

In case of ‘force majeure’, the importer and praeuwill negotiate the payment of “dead
freight” (the cost of not using contracted freigbtvices on ocean vessels).

9. Payment

9.1.

9.2.

9.3.

9.4.

If the fruit is accepted by the importer aftespection in the country of destination, payment

shall be made at the latest within 48 hours aftéval in that destination.

If the quality of the fruit exceeds the tolerasicand the producer/exporter accepts selling in
consignment (as in section 5.2.3.), payment wilitagle not later than 28 days after arrival
in the country of destination. If, however, thecgrivhich the importer receives from his
clients is not known within 28 days, the importell make a down payment of 25% of the
FT minimum price within 3 days after the expirytbé 28 days period. In this case, within 5
days after the price and therefore the financislltas known to the importer, he will
accredit or invoice the producer/exporter withiddys. Payment by either party is due
within 5 days after naotification by invoice or ciedote, unless parties have agreed that the
account will be settled through future payments.

If the producer/exporter sends documents throughksto be delivered against payment of
the fruit, the producer/exporter is liable for lessaused by late arrival of the documents.

The Fairtrade premium is paid on top of the Fath& minimum price. The payment of the
Fairtrade minimum price and the Fairtrade premisipaid to the certified producer
organisation.

Importers and exporters should NOT make paymentiseoFairtrade price and premium
directly to the members of the certified produceyamisations.

10. Information rights and obligations

10.1.

FLO has a system to audit the flow of Fairtradeds so as to guarantee that Fairtrade
products bought by consumers are actually prodbgdehirtrade producer organisations,

9
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and traded under Fairtrade conditions. All prods@erd traders will supply FLO with
guarterly information about volumes bought and saltitrading actors allow FLO to
inspect their books. An external audit may be negannually.
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Appendix 1

Terms of reference for quality requirements and toérances applying to non-organic
Fairtrade labelled bananas

Inspections in the harbour of departure

Size of bananasMinimum length 16 cm (baby bananas 14 cm), mimmthickness 27 mm.
Tolerance: 10% of the bananas.

Packing Slippage and “high pack” are not permitted. Tharest be reasonable uniformity among the
bananas in a carton. Tolerance: 5% of packing carto

Loading (including palletization). Palletization should bdone according to the importers
specification. Tolerance: none. Not correctly lahgallets should be refused.

Latex Clusters may not have a latex flow which is ikt cause substantial damage to the fruit or
the packing material. Tolerance: 3% of the clusters

Flower. All bananas must be deflowered. Tolerance: 3%usdters having any unremoved flowers.

Residue and foreign matteNo residue or foreign matter may be encounteredhe cartons.
Tolerance: 1% of the cartons.

Scarring The total area affected per cluster may be ncertiman 5 crh Tolerance: 3% of the clusters.

Thrips A cluster with more than 2 fingers medium or selyeaffected is unacceptable. Tolerance:
3% of the clusters.

Speckling A cluster with more than 1 finger medium or seleaffected is unacceptable. Tolerance:
3% of the clusters.

Mutilated finger A cluster with one or more mutilated fingers i®aceptable. Tolerance: 1% of the
clusters.

Inspection in the country of destination:

Crown rot Tissue invasion by a plant pathogen, affectingarnthan 40% of the crown makes a
cluster unacceptable. Tolerance: 1% of the clusters

Crown mould Crowns affected by more the 40% of their surfagdungus growth makes a cluster
unacceptable. Tolerance: 1% of the clusters.

Neck rot A significant decay of tissue of the neck in mdman one finger in a cluster makes the
cluster unacceptable. Tolerance: 1% of the clusters

Peel rot The total area affected per cluster may be neerttan 5 crh Tolerance: 3% of the clusters.

Ripe & turning The peel of any of the fingers of a cluster maiyshow any degree of turning yellow.
Tolerance: 1% of the clusters.

Underpeel discoloratiorFlecks of brown beneath the surface of the pest omly occur with light
severity. Tolerance: 3% of the clusters.
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Labelling of bananasEvery cluster should be labelled with a FT labed (if required by the
importer) a brand label. Tolerance: 3% of the drsst

Labelling of cartonsCartons should be correctly labelled, in linehvthie regulations of the countries
where the fruit is shipped through and in line wittssible agreements between producers/exporters
and importers. Tolerance: 1% of the cartons.

Weight The weight of the fruit should be in line withetispecification on the cartons. Tolerance:
average net weight per packing unit: 0,5%.

12

Fairtrade Standards Banana Small Farmers' Orgamisddecember 2005 EN



Appendix 2

Indemnities, liabilities and procedures to follow 6r quality checks and inspections

2.1. FOB acceptance of fruit. The importer accepts the fruit in the harbour adding, “Free on
Board”.

In the harbour of loading importers are alloweddfuse (part of the) shipment which does comply
with the quality definition (as described in appient or in the contract between importers/exporters
and producers).

If, in this case, the producer/exporter cannotaeplthe rejected fruit by fruit of accepted qualibhe
producer/exporter is liable for the “dead freigbtists.

If the following defects in excess of the toleramese observed in the harbour of destination: crown
rot, crown mould, neck rot, peel rot, ripe & turgjrwhich have not and could not have been observed
in the harbour of loading, the importer is allowtedefuse the fruit in the country of destination.

2.2. Authorised surveyors. The reports of authorised surveyors shall be thienaie basis of
settlement of any dispute over the quality of thét between producer/exporter and importer.

2.3. Authorised quality inspection in the harbour of loading. The importer is recommended, but
not obliged, to have executed quality inspectiothaharbour of loading by authorised surveyors.

If producer/exporter and importer disagree aboatdhality of the fruit, the dispute can be settled
through inspection of an authorised surveyor, to do@tracted by either the importer or the
exporter/producer. Payment of the surveyor is dpnthe contracting party, unless both parties agree
otherwise The surveyor’s findings are binding for both pastie

Quality reports are required by (freight) insurarmmenpanies. If the importer fails to arrange the
authorised inspection in the harbour of loading] &me freight insurance company later denies a
claim because of a missing quality inspection refbe importer is liable for the damage.

2.4. Quality report from the country of destination The importer must report quality problems in
writing within 24 hours after arrival in the couptof destination, to the producer/exporter. In dhse
fruit is inspected while being repacked by the ing@o the importer may report on the day of
repacking, provided that the producer/importer digeed in writing and provided that the report is
sent before the fruit has left the ripening-repagkpremisesThe importer’s quality report must
contain the following elements:

* Precise data on the shipment, date, name of sitg,volume Fairtrade (FT), non-Fairtrade (non-
FT), etc.

= A description of quality problems.

*» The quality of the fruit, expressed in percentageslusters or cartons not complying with the
quality definition (as in Appendix 1).

» |n the case of mixed shipments, FT and non-FT dpestwith quality problems must be
distinguished.

If the importer fails to send in the report withntents as specified in this section, and withinttime
limit, the producer/exporter may consider the shlaptraccepted.

2.5. Refusal in the country of destinationin the country of destination the importer canyarfuse
the fruit if it exceeds the tolerances of one @& thllowing defects: crown rot, crown mould, neck, r
peel rot, ripe & turning, underpeel discolorati@ther defects cannot be the basis of refusal.
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In all cases, especially in the case of underpigebtbration, the importer should indicate whettiner
defect can be blamed on other parties than theupssdsuch as the carrier).

The importer should mention in the quality repotether the fruit is (if partially, which part)
accepted or refused.

If during the ripening process the bananas do umut tipe, or ripen unevenly, to the extent that the
bananas are not accepted in the market, excegtiotie producer/exporter will be liable for the
financial losses, under the following conditions:

= The problem is reported by the importer to the poaa/exporter in line with section 3.4 above.

* The problem is reported before the fruit has ledttipening facilities.

= Atleast 75% the clusters of a shipment is subistinaffected.

» The cause of the problem is attributed to pre-skipnsircumstances, to be confirmed by an
authorised surveyor.

2.6. Authorised quality inspection in the country & destination. Within 48 hours after receiving
the importer’s quality report, the exporter/producan notify the importer in writing that he will
arrange counter inspection by an authorised surveyo

This surveyor will be contracted and paid by thedpicer/exporter, unless both parties have agreed
otherwise.

The importer shall facilitate this inspection dgris days after the producer/exporter has received t
report.

If the producer/exporter announces counter inspedti due time, the importer may only send the
fruit to further destinations before inspectionthié fruit can be inspected at the destinationnidst
inform the producer/exporter and its surveyor wtikeefruit can be checked.

The authorised surveyor report is binding for hudlnties.

If the producer/exporter does not react to theityuedport within the specified period the importer
may assume that the producers/exporter acceptsfil of the fruit.

2.7. Permanently contracted surveyor.On request of the joint producers FLO will faati
selecting and bringing under permanent contracawghorised surveyor in countries where bananas
are unloaded, who will be at the producer’s disposashort notice.

Every inspection is paid by the paniyho requested it.

For convenience, the importers may agree to payegars who were contracted by producers and
deduct these payments from fruit payments to tbdymers.

Importer’s client’s refusal. The importer may place no quality claims with greducer/exporter for
fruit which was accepted in the harbour of unlogdinut was later rejected by his clients. In orter
solve problems of diverging quality standards agphy clients, the importer should agree to suitabl
quality standards with producers/exporters.

“Yellow checks” (check after ripening) are usefal foroducers and importers. They can, however,
not be used to alter the acceptance after arrivihleofruit by the importer.

The importer’s risk taking in the acceptance of fituét after unloading in the country of destinatjo
should be reflected in the minimum price set by FLO
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If (part of) the fruit is refused by the importeither by voluntary consent by the producer/exporte
or based on an authorised surveyor’'s report, tlelymer/exporter and the importer may agree in
writing that (this part of) the fruit will be solaghder “non-FT conditions”.

The importer may sell refused fruit as FT fruit.

2.8. The producer/exporter invoices the importer fag thinimum FT price (or any higher FT price
agreed between both parties). If (part of) thetfexiceeds quality tolerances, and both parties have
agreed to sales under consignment conditions ntiperter will invoice the exporter/producer for the
FT (or agreed higher) price (in order to counteabaé the producer/exporter’s invoice) and accredit
him with the results of the sales. However, thisreditation may not be negative. If the costs ef th
operation exceed the received price, the differemilebe assumed by the importer. FLO-BR in its
periodic reviews of the FT minimum price for eveguntry, will take into account this risk taking by
the importers.
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