MINUTE OF THE EIGHTY NINTH ANNUAL GENERAL MEETING OF

THE SCOTTISH FEDERATION OF MEAT TRADERS’ ASSOCIATIONS (INC.)
HELD IN THE MURRAYSHALL HOUSE HOTEL, SCONE, PERTHSHIRE

ON WEDNESDAY 28" NOVEMBER 2007 AT 12.00pm

PRESENT:

President: Jamie Chapman

Past Presidents: Wilson Ferguson, David Jarron, Duncan Mackenzie, John Chapman, Mark
Barnett, Hamish Deans, Bruce Brymer.

Honorary President: Roy Baird

Chief Executive & Company Secretary: Douglas Scott,

General Manager: Sandra Lennox.

Minutes: Bruce McCall

Members and guests as per register.

WELCOME:
President Chapman welcomed delegates and guests to the Eighty Ninth Annual General Meeting.

APOLOGIES: Guests: Alan Jess — SAMW, Alistair Donaldson — SAMW, Jim McLaren NFUS,
Aileen Bearhop — SEERAD, William Lloyd William — NFMFT, Jack Clark — IAAS, Hon President
Arthur Mathew, Past Presidents Fred Stahly, David Dickie, Jim Ewing, Bob Baillie, David Lindsay;
Ordinary members: Charlie Munro, Stewart Duguid, Dannie Condie, Thorfinn Craigie, John
Stewart, Tom Courts, Jim Lang, Mike Forsyth, lan Gardner, Ross Neilson, Morton Perrie, James
Alexander, Gordon McDowall, Jonathan Honeyman, Graham Sanderson, George Kirk, Michael
Bramhall, C J Purvis, Jim Duncan, Lindsay Noble, James Hogg, Kenny Owen, lan Jack, Sandy
Jack, Jack Meade, George Jarron, Graham Murdoch, lan Faulds, Tom Dowson, George Deans,
Gilbert Grossett, Hugh Pender.

MINUTE OF THE PREVIOUS ANNUAL GENERAL MEETING: The Minute of the Eighty Eighth
General Meeting was approved by David Jarron and seconded by Wilson Ferguson.

MATTERS ARISING: There were no matters arising of any significance.
ANNUAL REPORTS AND ACCOUNTS: Douglas Scott reported

Mr President, Ladies and Gentlemen, | present these accounts to the year ending 315 August 2007
for your approval.

The salient points start on page 8. There you will see Operating income listed for both Member
Services and Scottish Meat Training. Member Services income is up by £15,700 while Training
Services income is down by £50,000.

Expenses show an increase on Member Services of £14,000 and Training Services a decline of
£17,000. Taking Investment Income and Interest into consideration takes the Operating deficit
down from £15,240 to £8,814.

The difference in figures on the Member Services side is created by the Trade Fair. We held one
this financial year but not in the one preceding this.

On page 9 the Balance Sheet shows this deficit of £8,814 with the bottom line showing a reduction
in total assets less liabilities of that amount taking it do £317,174.

Where did this deficit come from? Well we had to refund an overpayment relating to the calendar
year 2004 when ESF paid us too much money. This made a dent of £16,636. We had hoped that
they might not have come back for it since we had been paid it but they did. Had this been taken



off last year’s accounts instead of this year’s, the two years would have both made a surplus of
around £7000 each.

The other thing that does distort the figures somewhat is the allocation of as many eligible
expenses to ESF projects so that we can reclaim 45% of the costs. This includes some staff costs,
Newsletter production and Members Regional meetings that we have diverted away from Member
Services to Training. In reality many more costs would be put against Member Services had we no
ESF projects.

Trade Debtors describe a fairly large amount of money due to us at the year end. The figure
shown on page 9 for Debtors is totalled at note 7 on page 12. The bulk of this is £62,664 due from
the Scottish Executive for various ESF claims made but not as yet paid when the year closed.

The rest of the balance outstanding is made up of £24,789 on training activity, £2286 VAT, a
£2100 prepayment adjustment and £10,254 on Member Services. This obviously impacts on the
Cash in Bank balances shown on the Balance Sheet as £21,305 at 315 August.

On page 15 we have the Operating Income of Scottish Meat Training. Training grants are down
mainly reflecting the tightening of Scottish Enterprise’s budget for training. They now only fund
candidates under 19 and in certain Local Enterprise Areas since March they have not given
Scottish Meat training a contract.

If we turn to page 16 we find the Operating Expenses for Scottish Meat Training. Field officers and
assessors expenses are down because our self employed assessor John Farquhar became
employed status on 1%t April. The Wages and Salaries are therefore greater for that reason.

Training materials includes the cost of the Meat Skills Finals at the Trade Fair, a cost that has
previously been consumed by the Trade Fair.

New Product Workshop expenses are down but Consultancy is up and this could just be one
HACCP course allocated a different way.

On page 17 Member services income totals £126,753, inflated from the previous year, as | said
earlier by the Trade Fair income. Corporate membership income is slightly down and an odd figure
because we have billed those paying throughout the year to a common year end at the calendar
year.

Subscription income is marginally less and again this is a timing issue. Competition entry fees
have been boosted by the large participation in this accounting period. The increased fees are
matched by increased competition expenses on the next page.

Under Operating expenses for Member Services there is a major reduction in postage costs but
that has just been allocated to SMT instead. We have under spent on advertising and promotions
and the total expenditure of £113,361 means that there is a surplus here of £17,289.

Duncan Mackenzie asked why vehicle expenses were down by £5,000. Douglas said it looks like
we did not travel as much.

Wilson Ferguson asked for further information about new workshop expenses and consultants.
Douglas said this was for Intermediate HACCP courses, Barry Dean for a workshop and the
regional meetings we ran with Verstegen. He said we do pay for the Health & Safety adviser as
well. Wilson Ferguson said it seems a lot of money. Douglas said Verner Wheelock charges are
high and they are unlikely to get further business as other people are now pitching for the work.
Wilson Ferguson asked how many consultants we have paid that money out to. Douglas Scott
replied John Gunster, Health & Safety course plus half of his retainer, Verner Wheelock and Barry
Dean.



Stuart Christie said there is a big increase in stationery and postage. Douglas said there is not
much we can do about it we do go through lots of paper with the newsletter and it reflects activity.
Stuart Christie asked if we could use e-mail as he has it now. Douglas said we have around 120
on e-mail now. We are planning to have the newsletter available in colour online. This will be a lot
more interesting to members as the newsletter is economically produced but the pictures are not
great. He said that there is not much we can do about stationery cost unless we cut down on what
we produce. Murray Lauchlan asked if some of the cost increase had been as a result of the Royal
Mail pricing changes. Douglas said we actually saved money. We can put extra items in the
newsletter and it does not cost anymore. Mark Barnett asked when the newsletter goes online are
we going to stop sending newsletters out. Douglas said | do not think we can do that as the files
are huge. Mark Barnett said people could opt out from it being sent out or not. Douglas said we
are a bit far away from that yet but we can gauge how well the online facility is used. David Jarron
said that if it was on paper format you were more inclined to take it home and read over it.
Douglas said the features do appear to be of great interest to people. Joe Callaghan in
Helensburgh who will be featured in January’s newsletter has visited a humber of shops featured
for ideas for his own shop. Duncan Mackenzie said the newsletters are wonderful and are like
night and day from that we used to get a few years ago and a lot of credit should go towards
Douglas for this.

Murray Lauchlan asked for a deal to be put together a deal from power companies to put to
members. He understood that if you have a larger volume, you can receive bigger discounts.
Douglas said we did have a deal with Scottish Hydro-Electric at one time and with the market being
very competitive it is difficult getting the best rate all the time. Bruce McCall said that there is a
very good website but it does not give information on customer service levels etc. It was agreed to
put some information in the newsletter. (http://www.energywatch.org.uk/bst/index.asp)

Wilson Ferguson asked about the £8600 consultant fees for Member Services. He said is that in
total we have £19,000 consultancy fees in these accounts. Douglas Scott said that on Member
Services these fees are for Kerr Smith Associates and JG Health & Safety and some book keeping
costs from Morris & Young.

The accounts were approved by Murray Lauchlan and seconded by Hamish Deans.

BUDGET PROPOSAL: Douglas Scott reported.

The Finance Committee recommended to the Executive meeting in October that subscriptions
should increase in line with inflation. This would possible have meant an increase of £7. The
Executive Committee decided that they would like to recommend to the AGM that subscriptions
should be increase by £10 to £225.

The motion was approved by John Hamilton and seconded by Alan Kennedy.

WELCOME:

Following a break for lunch guests joined the AGM at 2.15pm. President Chapman welcomed the
guests to the Eighty Ninth Annual General Meeting.

TRAINING AND DEVELOPMENT REPORT: Sandra Lennox reported.

Sandra reported on the work that has been carried out in 2007 by the team within Scottish Meat
Training.

We reported to you last year that 2006 had been rather a good year — the report itself concluded
with the news that we had nominated candidates and our centre for SVQ Candidate of the year
and SVQ Centre of the year. I'd like to begin this year’s report by telling you all that Scottish Meat


http://www.energywatch.org.uk/bst/index.asp

Training was voted Meat and Poultry SVQ Centre of the Year for 2006 and Stewart McClymont of
Bennett & Son in Dunblane received the title of SVQ Candidate of the Year 2006.

Stewart and | travelled to London in February to be presented with Certificates and a trophy which
is displayed with pride in our Board Room in the offices in Perth.

Throughout this year, we have worked with more than 200 trainees working towards a variety of
gualifications, SVQ levels 2 and 3, Craftsman Certificates and Customer Service Awards.

As well as the traditional Modern Apprenticeship and Skillseeker funding, we have attracted ESF
funding which has enabled us to continue to develop and train people to the high standards we set
in the previous year.

Under the banner of ‘Objective 3 ESF Project — Enhancing Craft Skills in Scottish Enterprise Area’
— we had 29 trainees complete their level 2 SVQ qualifications and their enhanced craft skills
certificates

In the Highlands and Island region and under the banner of ‘Objective 1 ESF Project - Enhancing
Meat Industry Skills in Highlands and Islands area — we had 6 trainees complete their level 2 SVQ
gualifications and enhanced craft skills certificates.

In 2006, we had developed the Customer Service Award and the Federation Craftsman Certificate
both of which complemented the SVQ. The Craftsman Certificate includes an SVQ for butchers
who cut and prepare the meat, but there are bolted on extras which ensure that we preserve the
best craft skills The Customer Service Award was designed to enhance the SVQ with emphasis
on the skills necessary for the good counter assistant to promote and sell the fine products you
produce.

This year, we looked again at the various jobs and tasks involved within our sector of the meat
industry and identified a need to recognise the skills level of those people who specialised in
particular areas of the trade. Thus we developed the Cutting Butcher Certificate, The processing
Butcher Certificate, The Manufacturing Butcher Certificate and the Butcher Baker Certificate. All of
these certificates are achieved by completing the SVQ level 2 with the additional bolted on extras
particular to the individual job role.

In addition to these new certificates, Scottish Meat Training have been able to provide trainees
access to the Food and Drink Manufacturing Operations SVQ level 2, where that qualification has
been more suitable to the business and the trainee job role.

ESF funding in both regions has also allowed us to provide access to HACCP training which was
delivered by Verner Wheelock on our behalf and to Health and Safety Awareness training days
which were delivered by our Health and Safety consultant, Mr John Gunster, all in venues
convenient to delegates.

We hosted New Product Development Workshops in Perth, in Nairn, in Glasgow and in St
Boswells where Roland Snel from Verstegen returned to delight us with his expertise. These
workshops proved to be extremely popular events and also gave us the opportunity to celebrate
training successes with certificate presentations to trainees who had completed their SVQ and in
some cases their Federation certificates.

Thanks to very generous sponsorship from the Scotch Butchers Club, the 2007 Meat Skills
Competition was again a hotly contested event with regional heats being judged in individual
businesses by George Lees and Stewart Dempsie. This was no easy task and | would like to
record our thanks to these gentlemen. The eventual regional heat winners were invited to compete
in the final which was held during our Trade Fair in Perth in May.

Those of you who were able to attend the Trade Fair will agree that the standard of entry in the
final this year was very high. | did not envy the judges, Fred Mallion, Douglas Mathieson, Jim

4



Ewing and Keith Fisher the task of deciding who should triumph, but eventually they decided that
Uel Morton should award:

Richard Megahy from Simon Howie’s Perth with the title Butcher of the Year

Gary Raeburn from Forbes Raeburn, Huntly with the title Young Butcher of the Year

Also during our Trade Fair, our President had the honour to present some of our successful
trainees with their well deserved certificates. During the summer period we had a total of 35
completed SVQ level 2 qualifications with nine of these also achieving Craftsman Certificates and
6 achieving the Customer Service Award.

Scottish Meat Training work closely with our Sector Skills Council, Improve, and we were involved
in a programme which piloted a level 2 Modern Apprenticeship, entitled SkillsXtra, during the year.
We registered 20 young trainees onto this pilot programme which involved the completion of a
level 2 Meat and Poultry SVQ, plus the 5 core skills of numeracy, literacy, problem solving, working
with others and Information Technology all at access level 3, plus an additional element of training
which would bring benefit to both the trainee and the employer.

In many cases the trainees and their employers were able to take advantage of the opportunity to
participate in the Seam Cutting workshops which Barry Dean provided at Falkirk Football Stadium
and in individual shops from Coldstream to Peterhead. Seven of these trainees had completed
their qualifications prior to the Trade Fair and so we invited Mr Kelvin Thomson Operational
Manager for Scotland to present their SkillsXtra certificates on behalf of Improve.

Towards the end of 2006, Scottish Meat Training was invited to assist Associated Craft Butchers of
Ireland (ACBI) with their Cross Border Project which aimed to provide access to training and
training support to Northern Ireland and the Border Counties of the Republic of Ireland. Our part in
the project developed from providing advice on the development of training systems and access to
training for mentors and assessors in the Republic of Ireland to delivering NVQ’s to the trainees in
Northern Ireland.

Scottish Meat Training successfully gained approval to deliver the NVQ which is the recognised
gualification for the nation. An initial 14 trainees were registered and our Assessor, Gordon King
was assigned these trainees to support and assess.

Scottish Meat Training was invited to attend a celebration event in Enniskillen where trainees and
employers were brought together and presented with ‘Certificates of Participation’ and we were
thanked for our hard work with traditional Irish hospitality!

Within a ten month period, seven of these trainees had completed their NVQ level 2 qualifications
and other employers in Northern Ireland began to enquire if their staff could have access to our
training services.

We have negotiated a partnership agreement with Food and Drink Training Council (FDTC) for
Scottish Meat Training to be the provider of Level 2 Modern Apprenticeships to the retail butchers
in Northern Ireland and hosted a launch event in Cookstown, Co Tyrone on 30" October. We
arranged a ‘Fun for Food’ evening with Roland from Verstegen and invited employers in Northern
Ireland to attend with their employees. During the course of the evening, Pat Brady, Chief
Executive of ACBI was invited to present certificates to the first seven trainees to complete under
the Cross Border Project.

More than 50 people attended the evening with 19 registering for our services on the night. A
further six trainees have now successfully completed their qualifications, all gaining the Meat and
Poultry NVQ Level 2 within a year.

Around the same time as we were negotiating the partnership agreement with FDTC, we were

contacted by a member of the Guild of Q Butchers in North East England who, once again, asked if
we could provide our training services to the region. Our application to the LSC for a contract to
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deliver training under ‘Train to Gain’ Funding is currently in the final stages of approval. We have
been visited by the LSC Learning Skills Manager who has the responsibility for agreeing our
application and he has already recommended our approval to his board. This was further
confirmed by the Health and Safety Adviser who came to Perth to review our systems and
procedures. Gaining this contract will allow Scottish Meat Training to deliver training services
initially in North East England to members of staff in the meat industry, outside of the apprentice
age group, who have not previously accessed any form of qualifications.

We continue to lay foundations for our future, we have applied for and await news on whether or
not we have been successful in the applications for funding for our ESF projects in both Scottish
Enterprise and Highlands and Islands areas.

We are confident that this time our application will succeed for the contract within North East
England and | have just returned from Northern Ireland where | have registered and inducted the
first seven of the Level 2 Modern Apprentices.

Meanwhile, our Assessors have continued to support our existing Scottish trainees and to recruit
and register new starts in Scotland. They have, on occasions been stretched, and in order for
Scottish Meat training to be in the best possible position to go forward with confidence and to meet
the commitments we have agreed to, we have recruited two new members of staff.

Malachi McCann was recruited specifically to service our Northern lIrish trainees. He has followed
a training course designed by ourselves which has provided him with the knowledge and
experience to begin work with the newly registered trainees early in the New Year. He will
continue to be supported by our strong team of Assessors and Internal Verifier and | know that he
will successfully ‘grow’ his trainee workload.

Last month, after much searching, we recruited Darrell Keith. Darrell is currently beginning his
intensive training, accompanying our existing assessors on their visits to trainees. Recruiting
Darrell will enable us to service our existing trainees in Scotland and our new market in North East
England.

In conclusion, Scottish Meat Training has continued to grow and to improve during 2007. We've
refined our working practices, we've continued to satisfy our many auditors, we’'ve met the
challenges of the uncertainty in the future funding of training in Scotland and we’ve found a new
and exciting market to compliment our existing business and we’re looking forward confidently to a
healthy future.

COMMITTEE REPORTS:
MEMBERSHIP AND DEVELOPMENT REPORT: Convenor Beaton Lindsay reported.

Last year the membership report stated that we had a retention rate of 98% which would be hard to
better. | am pleased to announce when all the figures are juggled - the ones leaving and the new
ones coming in, and members buying over existing members we have greater than 100% of last
year's number. We have 352 members with 84 branch shops 3 more branches than last year.

Our main vehicle to obtaining new members has been to continue to provide high quality service
and products at very good value, to support butchers in their day to day running of their
businesses.

We continue to send out the right messages to the non members that the Federation is really the
only place to get the right advice. EHO’s have been good ambassadors to promote our services
and this is a route we will continue to push. In the January post all EHO departments in Scotland



will receive a description of SFMTA Member Services and Training Services, emphasising to them
that butchers businesses can get valuable assistance from the Federation.

REGIONAL MEETINGS: Regional meetings were held in Oban, Bellahouston, St Boswells,
Edinburgh, Kilmarnock, Dundee, Inverness, Oldmeldrum, Kirkwall, Stornoway, Newton Stewart,
Nairn, Lerwick, Stepps. These meetings took the form of a dinner and round the table discussion
on issues affecting members and Verstegen product workshop. These events were part of our
European Social Fund Project for 2007 but never before have members so many opportunities to
engage with their Federation at a local level. Coupled with our staff in Scottish Meat Training
visiting butcher premises we have provided unprecedented coverage of Scotland.

HEALTH & SAFETY ADVISER: John Gunster has continued to support members with telephone
helpline and articles for our newsletter. He is offering a one day consultancy for £450 plus
travelling expenses and on completion will provide:-

1. An Inspection report outlining recommendations to comply with health and safety law;
2. Health and Safety Policy document tailored to your business;
3. Risk Assessments including General risk assessment and Fire risk assessment.

TRADE FAIR: The annual trade fair held on 13th May 2007 attracted around 350 people, 125
members in the 174 butchers shops that registered. Some of those were in Northern Ireland.
Another 27 other food business including farm shops and non members attended.

The Scottish Pork Sausage Competition sponsored by Lucas, had 89 entries and the winner was
won by first time entrant and new member R Brown & Son, Stenhousemuir.

The Scottish Haggis Championship sponsored by Grampian Oat Products attracted 77 entries and
was won by Alan Elliott, Dalbeattie Fine Foods.

The Haggis with a Difference competition also sponsored by Grampian Oat Products had a
Diamond award presented to Findlays of Portobello for his Asian Haggis

The Burger Competition sponsored by Dalziel had a Diamond award presented to | J Mclintosh,
Fraserburgh for a Beef Spring Onion & Cheese Burger.

The Steak Pie Evaluation was jointly sponsored by Wm Sword and Scotch Butchers Club. The
Traditional Steak pie was won by Dalbeattie Fine Foods and the Speciality Steak Pie won by
Crombies of Edinburgh with a Beef & Burgundy Pie.

AA MEMBERSHIP SCHEME: The Fleetwide 3 scheme is £76.00 a saving of £100 on full price.
Members are not taking advantage of this good deal and vehicle numbers are down to 29.

GOLF: This year’s event moved to Murrayshall House Hotel, Scone with field of 24 participants.
Jim Preston won the Stableford with 37 points. Thanks go to Dalziel Ltd who generously
sponsored the event and Jardine Lloyd Thompson Business Insurance Service for the donation of
golf balls and tee holders to competitors.

HANDBOOK: £4120 was received in from advertising for the publication with outlays on printing of
£3930. There is not much profit in this but the members receive a quality handbook with a wealth
of information and contacts.

LIVESTOCK REPORT: Stuart Christie reported.

It has been the usual hum-drum year in the livestock sector — we only had to deal with grain prices,

animal feed almost doubling as a result, foot and mouth, avian flu, bluetongue disease, and the
now permanent increase in supermarket numbers and power as they try to dominate and run the
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food industry. As if that wasn’t enough we have an agriculture minister in Hillary Benn who doesn’t
give a damn about any of us.

Over the year there has been no dramatic increase in the price of cattle, with good sorts, usually
bought at the local mart by the local butcher, making the top prices. It's a different scenario in the
sheep trade with lambs and ewes at rock bottom prices. Talking with sheep farmers there appears
to be no light at the end of the tunnel or any prospect of it for some time to come. Due to the
outbreak of foot and mouth the export trade for light lambs, mainly to France and Spain, was
stopped and this coupled with an over supply of lambs was a near disaster. The Government
eventually stepped in with a cull programme for light lambs at £15 per head — how a farmer from
the north or west coast is expected to make a living when this is his only source of income is
beyond me. No wonder young people are leaving farming and it worries me about what will
happen to our hills and countryside. These people managed, understood and cared for the land.
Will we be left with no-one but conservationists and bird lovers to run things? God help us.

The pig sector is now mainly in the hands of a few large processors. Gone are the days of a
farmer or smallholder keeping a few sows to clear up waste about the place. As | noted earlier,
grain prices doubling has led to a lot of producers leaving the sector, which will only lead to more
imports of pigmeat from countries whose governments subsidise feedstuffs.

The poultry industry said earlier this year that turkeys will be much dearer this Christmas because
of the increase in grain prices. Then along came avian flu. Whether this will have an opposite
price effect, with people avoiding poultry | do not know. The only consolation for us butchers is
that they will have to eat something and we must be ready to supply them with the alternatives they
may wish.

Hide prices have remained about £25-£28. Lamb skins peaked at about £1.10 and fell as low as
40p during the year.

In January | reported the problem smaller butchers were having in handling cattle between 24-30
months old due to spinal column removal and bone staining being required. Thankfully this is now
going to stop, but it will be 2008 before the European Parliament ratifies this, and so unfortunately
it won’t benefit the busy Christmas and New Year trade. It is not before time that this stupid and
wholly unnecessary piece of European bureaucracy was removed.

In June | attended a meeting at Ingliston hosted by the Scottish Beef Cattle Association, who were
pushing for an immediate ban on the import of Brazilian beef. This was due to an undercover visit
to Brazil by two Irish farming journalists who toured various establishments and documented
evidence of a lack of traceability, use of hormones and cross-border traffic with Argentina and
Paraguay where foot and mouth is prevalent. So far nothing has been done.

On the subject of imports it is worth noting that there is four times the volume of beef coming in to
the UK from the Republic of Ireland (60%) than there is from Brazil (14%) according to figures from
June this year. | repeat my oft made comment that there are not sufficient fillets from Scotch beef
to supply the demand for it in this country. The public are increasingly demanding better quality
food and this gap will have to be filled. | would rather see the gap being filled from Ireland than
from South America or Africa.

August saw another foot and mouth scare due to a dreadful lack of security at a government run
laboratory. Due to learning lessons from the last disastrous outbreak the outbreak was contained
quickly and the impact better managed, but it raises fundamental questions as to how it ever
happened in the first place. The outbreak cost the farming community millions in lost revenue and
placed restrictions on animal movement. Thankfully everything is now back to normal, but this
must not be allowed to happen again, and as far as I’'m aware no individual or company has so far
been blamed. Contrast the recriminations with those over the loss of a couple of CDs. However in
the end the outbreak did not cause the meat trade too many problems with most butchers



managing to get normal supplies. Thanks must go to Douglas and the staff at the office for
keeping us well informed with developments as they were happening.

Bluetongue disease, unfortunately, has arrived in Britain. It is spread by the midge, so given the
numbers that we have, especially on the west coast, it is inevitable that it is going to spread here.
Thankfully winter is upon us and a good cold spell with plenty of frost will help to slow its progress.
The Government have said that they hope to have a vaccine developed by summer. If so then the
programme may have started before it reaches us.

In April, Forrest increased their prices by £1 per bin per uplift. MHS costs are set to rise, diesel is
now more than £1.08 per litre in most of the country and wholesale prices are rising almost daily,
so we should not be slack about watching our prices and checking our margins on a weekly basis.
Don’t be afraid to put your own prices up — we all sell quality and quality costs money. Every other
sector does it: why shouldn’t we?

This report may seem doom-laden, but | believe that those of us who are left are professionals and
fighters and that if we stick together, with the help of the Federation, we can go from strength to
strength.

LEGISLATION REPORT: Douglas Scott reported.

It seems never ending but we are gradually reaching the point where the EU will be able to raise
the vertebral column removal requirement in cattle back up to 30 months. The science has been
examined and the conclusions drawn just frustratingly the wheels will not complete the revolution
now until February 2008 it seems. This will inevitably create problems with supplies of bone in
sirloin that is so popular over the Festive season.

This year | represented of the retail sector on the FSA (Scotland) Steering Group on Food Hygiene
Inspection Reporting.

As reported last AGM a Scottish pilot scheme has been running in Edinburgh, East Fife, Perth,
Aberdeen and Renfrewshire. The feedback from this has been generally favourable. Some
sectors are completely opposed to the whole idea but that will not stop FSA heading towards a
decision on how this Scores on the Doors scheme will be implemented throughout the UK. A
decision on this is likely to be made at the FSA Board meeting in March.

We have fears that one of the misleading schemes from down south will win and that would be
disastrous. The English schemes have stars and symbols and no common agreement of what a
star represents. There is a fair consensus in Scotland that if there has to be a scheme at all it
should be the relatively simply information based scheme that is the Scottish pilot.

MEAT PRODUCT REGULATIONS: The office continues to provide useful service to members,
calculating meat content for meat products. Not all members are compliant on the 2004 Meat
Products Regulations and | would urge them to make use of the free QUID service.

LOCAL AUTHORITIES: We have sent letters to local authorities in the last year regarding their
sampling policy and also policy on rate reduction due to road works. Responses were received by
less than half the local authorities. We will continue to ask questions of local authorities

FAT AND SALT: A project with Food Innovation @ Abertay University has allowed us to

Identify fat and salt content of meat products from East of Scotland eligible butchers

Relate results to the FSA Traffic Light food labelling system

Compare results to others in the region

Assist with recommendations to produce a healthier product without affecting sensory
quality



Beef sausages from 23 butchers in the eligible postcode areas sampled. These stretched from
Falkirk to Fraserburgh. On fat content only five failed to be in the amber category but on salt only
three were into the amber grouping. The results give us evidence of the state of play, shows what
is possible, shows what has to be done, generates industry interest, stimulates changes in recipes
to end up hopefully with Healthier [less damned] Products.

One patrticular seasoning had four out of the top six ranked by lowest levels of salt. But one of the
shags of looking at this is that we do not know if butchers stuck to the recipes recommended by the
suppliers. Seasonings supplied to the major sausage manufacturers have seen reductions this
year between 15 and 20%. Seasoning suppliers will reduce salt content if their customers demand
it but this is not as yet happening. There will be cost implications since between 50% and 60% of
seasoning is salt but the usage rate might end up less. Another difficulty in the analyses of results
is that the salt in rusks is adding 0.125 to the salt content. The recommended usage rate for
seasonings currently in use should work out at 1.65% but then the rusks make that 1.77 or 1.78%.

There is nothing to stop seasoning blenders reducing salt content it just requires the trade to ask
for it. As a result of the analysis several of those whose sausages were sampled have revisited
their sausage recipes and consulted with their seasoning supplier.

Neil Curtis said that in his area they have the star system with sometimes three or five and it is
confusing for the consumer. FSA decided to pilot a scheme and Local authorities have decided to
run their own schemes. The FSA are looking to standardise everything and FSA mentioned the
Scottish system as being one of the most favourable ones so hopefully. What we need to make
sure of is the speeding up of revisits and also the appeals procedures. It can take as much as 18
months before the premises are revisited and score altered so a low score is detrimental to the
trade the sooner it can be revisited when actions are taken the better.

Murray Lauchlan asked if in the south if the reports are online. Neil thought that some areas are
doing this but not in his local area. Douglas Scott said Greenwich is copying the Scottish system

LABOUR CONDITIONS: David Jarron reported.

Firstly a little background to the subject. In the field of Employment Law there have been 179 new
Acts since 1997, 134 of them since 2003.

From day one employees immediately have 85 statutory rights. 80% of all tribunals are linked to
unfair dismissals. The maximum award at an employment tribunal is now £67,100 + 50% if
wrongful procedures have been used.

Who can take you to tribunal?

Example 1 — someone you have never met, who has never been in organisation, on grounds of
race, religion, beliefs. Needs a level of proof to suggest it may have been discriminatory.

Example 2 — someone denied promotion or training, because of age.

For the first time a direct penalty for failure to issue a contract of employment was introduced with
the Employment Act 2002; this must be issued within 8 weeks of starting. After a month
employment employees are entitled to one week’s notice.

To make disciplinary procedures work you must demonstrate:
= justification for the action
= acted reasonably throughout the process

What was missing was simple set of rules that demonstrate those two matters and so a Dispute

Resolution System was introduced in 2004. This was explained in the new Staff Rules and
Procedures Handbook issued in December 2004.
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If you failed to update in 2004 to confirm a Dispute Resolution procedure then any case would be
flawed and you could lose your case. You must

Set down in writing reason for disciplinary.

Give a hard copy to employee and take a witness.

Ensure employee has enough time to consider response (Enough time is 24 hours)
Hold meeting with employee

Conduct meeting in a way that enables employee to explain their position.

After meeting tell employee the outcome.

ourwWNE

Termination of employment within probationary period must be given written reason.

Within probationary period (reasonable if 3 months). Might be 12 months if for example you are a
trainee accountant and must pass exams. Failure by employer to comply with any requirements of
Statutory Dismissal and Disciplinary Procedures renders a dismissal as AUTOMATICALLY
UNFAIR.

If in case of theft, go through the disciplinary process before involving police and involving criminal
law. Do it the other way around and fail at court dismissal may be very difficult.

There are Six Reasons for Dismissal
Conduct, Capability, Retirement, Redundancy, Some other substantial reason, Statutory ban
(Drivers being banned would be a breach of contract)

Under the Employment Equality (Age) Regulations 2006 there have been only 12 successful
settlements since they come into force on 1t October 2006 but there are currently a 1000 in the
system.

For all these reasons it is important that the Federation offers members advice. We do this
through the office of Gordon Kerr Smith. Calls for advice from members averaged six per week
over the past twelve months, a slight increase over last year.

| am pleased to say that during the year there were no Employment Tribunal cases against
Members that reached a full hearing. As in past years, several other disputes were resolved
without tribunal action resulting, | am happy to report.

Strangely, there was a significant increase in the quantity of telephone enquiries from Members in
the past year relating to bad behaviour and drinking by employees, often with long-term
employees. Theft continues to be endemic, but maternity etc issues showed a slight reduction.

The Staff Rules and Procedures Handbook was updated and issued to members. Personalised
and electronic copies are available on request.

The National Minumum Wage rates increased again in October as follows:
£5.35t0 £5.52 — 22 and over — 17p increase

£4.45 to £4.60 — 18 - 21 years 15p increase

£3.30to £3.40 — 16 & 17 year olds 10p increase

The Federation has been unable to persuade any of the businesses which have concerns be used
for a case study this is required to give a weighted response to the Low Pay Commission.

From our annual wage survey the average wage of a butcher was £6.97 which was a 6.8%
increase. The average of a General assistant was £5.88 a 4.7% increase. Staff aged between 16
& 21 had increases in excess of 15% in each of the age ranges for butchers. The number of
returns this year were not good enough to give averages in certain postcode areas. | appeal for
greater participation in this survey in 2008.
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The statutory holiday entitlement is changing. The holiday entitlement will increase to 4.8 weeks
(24 days if you work a five day week) from 1 October 2007 and to 5.6 weeks (28 days if you work a
five day week) from 1 April 2009, pro-rata for those working part-time.

Our adviser Gordon Kerr Smith will retire in October 2008 and the office is already in discussion
with two or three business with a view to finding a replacement.

PROMOTIONS REPORT: Mark Barnett reported.

Haggis leaflets and posters for Burns Night were distributed to members in the first mail of the new
year. This year we used up our existing stock of over runs from previous years’ productions so as
to free up some budget for other things and get the stock off our shelves.

We had several conversations with Keurslager on their promotion and branding of butchers shops.
In fact Douglas went to met them in Leusden back in January. Their set up was exemplary but
there was not enough evidence that we could form a package to benefit all members at an
acceptable cost.

As every month passes, more and more Scottish butchers are buying their own widescreen
monitors for their shops. It would seem that members would probably want to use the Keurslager
style template and display material.

The DVD idea mooted by Frasers of Aviemore was taken further with a demonstration at the Trade
Fair. These inexpensive screens appear in lots of places. Members are being directed to IT Active
in Aviemore for assistance but the capability to make different and interesting DVDs to show in
shops is severely restricted by the lack of images. It time we probably will not print posters at all
but have them all displayed electronically.

A Valentine Poster was printed to follow on from Burns Night. Full colour Beef, Lamb and Pork
Cuts Posters at Al size were also sent out to members. These created the greatest positive
feedback that we have experienced for quite a long time.

A new Hygiene Tips poster was also produced.

Four A3 posters highlighting barbecue products and outdoor eating were produced for members
but we could do nothing to change the weather.

Turkey Posters and Festive Fayre posters went out to all members two weeks ago. The design
was criticised by some but liked by others but it possibly means that we will try a new Aberdeen
based design team in the year ahead.

A Powerpoint slide presentation called Know Your Cuts has been developed and is available to
members for use in talks to community groups.

QMS has supported SFMTA in the last year sponsoring The Steak Pie Evaluation mentioned
earlier competitions and we have worked closely on a number of fronts. We hope to repeat the
The Meat To Go Awards in 2008 with Ready to Eat, Ready to Heat and Ready to Cook categories.

Our big disappointment on the promotional front has been that QMS does not support British
Sausage Week and has not provided Christmas posters this year to the whole retail sector. |
suspect this is an opportunity missed to market Scotch through the length and breadth of Scotland.
It would be helpful if QMS provide their whole promotional programme for their year ahead to us.
That would allow SFMTA to see omissions earlier and react to produce our own.
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ADDRESS BY PRESIDENT JAMIE CHAPMAN:

BSE and e coli 0157 made 1996 a year that stands out in the history of the meat trade. Little did |
know last year when this chain was pinned on my shoulders that 2007 was going to be another
historic year?

No not because England or Lewis Hamilton failed to win any thing with McLaren , not because
South Africa defeated England in the Rugby World Cup Final, not because Padraig Harrington won
the Open at Carnoustie. Not even because Scotland won the world cup... for golf. Unfortunately
because just about everything has been thrown at the meat industry in 2007. It rained a lot in 2007
but it poured down on us.

On 3" August Foot and Mouth Disease was discovered in Surrey. Just when things looked to
returning to normal, as we all know on 12" September more Foot and Mouth Disease was
announced. On the 19" November DEFRA lifted the restriction zone only to have another scare
with the leak of the virus from Pirbright three days later. There will be ongoing discussions on
compensation for sections of the industry worst hit but we hope that we have seen the back of this.

Bluetongue arrived in Britain and although the colder temperatures will have stemmed its march for
the winter we have to be concerned about this much more difficult to control disease of animals.

Avian Flu with the potentially deadly H5N1 strain was confirmed at a Bernard Matthews plant in
Suffolk in February. It was the first case on a UK commercial farm of an H5N1 infection.
Thankfully that was contained but then lo and behold Bird flu's return to Britain — weeks before the
Christmas holidays — has been another blow to farmers. We must hope that the outbreak can be
contained and Christmas can come and go without any great disruption and disappointment.

As if that is not enough on 1% November the World Cancer Research Fund pronounced on its
findings with an attack in particular on processed meat including bacon. Is there anything left we do
in 100% safety?

In my year in office | have presided over executive meetings, attended a trade fair several regional
meetings and local association functions. | am very impressed by the people | have met and the
love and enthusiasm that there is for our trade.

Despite all the above disasters it's easy for me to say it has been an enjoyable year. In meeting
members as | have performed these duties my belief in the Scottish Federation of Meat Traders
has grown. | am comfortable that we have an organisation that delivers value to its membership.
An organisation that reacts to its members demands; an organisation that provides a quality
service; one that protects the position of craft butchers and an organisation that works hard not just
for today’s results but for those of the future. Running a business can be a lonely job at times,
especially in times of stress. The questions asked of us by various inspection bodies and local
authority officers can at times seem harsh and unreasonable. But with the fellowship shown at
regional meeting and with the back up and support from the Perth office members need never feel
alone.

We started off our reports today with Sandra. How proud we should all be that our own training
provider — kicked off years ago with formulated ideas of what we then called the Education
Committee. From conception through to consumption we have reared an object that has become
recognised as desirable even outside our small country.

We know that the continual pruning of training budgets by Scottish Enterprise creates a threat to

the economic viability of SMT as a training provider but the establishment of new markets in
Northern Ireland and Northern England will strengthen our vitality and allow us to expand.
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The greater spread of business introduces economies of scale that will ensure that delivery in
Scotland using both Enterprise Company and European funding is available to anyone, anywhere
working in the retail meat industry.

The outlook for the independent butcher continues to improve with much evidence of investment in
businesses. Most members are well positioned to benefit from the growing interest that consumers
have in the local sourcing of their food and quality meat and meat products. TV chefs now often
recommend going to your local butcher to ask for certain ingredients. These | doubt would be
available at a faceless supermarket counter, but it does put the thought of visiting your local
butcher into the viewers mind.

SFMTA will continue to represent the independent butcher after all if we don’t do it; no one else
appears to be interested in defending our corner. We can look forward to another year scanning
the horizon for possible threats, and supplying answers and information to our members.

| mentioned earlier that being in business can be lonely. Sometimes being a federation can be
lonely to. While all our members would be affected by the foot and mouth outbreaks it was only
when we asked that we were included in the loop. Although we did have a good supply of
information from the Scottish Association of Meat Wholesalers (SAMW) through Alistair
Donaldson. lan Anderson, who is well known to a lot of us, is taking over from Alistair in January.
I would have thought being an avid Hearts fan was a big enough burden for lan. We wish lan well
in his new position and look forward to continuing our good relationship with SAMW. Alistair is
staying on with SAMW till April and | would like to thank him for his help and support he has given
the Federation over the years.

As most of you will know | am a great believer in the live auction system. Auction markets are a
place where willing buyers and willing sellers are brought together and a fair price is obtained for
their stock. Sheep this year is the exception to this rule but with the problems caused by foot and
mouth we have the unfortunate position where supply is much greater than demand. Auction
markets are the price setters. They generate competition and the demise of livestock auctions
would benefit no one, least of all the slaughterhouses. They require throughput and throughput
comes from producers obtaining a workable fair price, through competition, for their stock. Our
industry depends on a balance between, producers, buyers, abattoirs and retailer. The
management of our industry must remain in the hands of those who work there and understand the
balance. Managed by those whose livelihoods depend on their knowledge gained from real life
working experiences and not from studying theory at university. The meat trade is a wonderful
industry and is made so by people who care about it.

| hope that with the reorganisation of the QMS board that we will have at least one or two
representatives on it. With the definition of levy payer now including the owner of the animal there
can be no doubt that those of us buying live animals are levy payers. A point | have argued for
many years. Even those who buy from wholesalers will be paying the levy as a cost on the beef
they buy. After all it is just another over head.

QMS tell us that the independent retail trade in Scotland sells almost 25% of Scotch beef sold in
Scotland. Add to this the Scotch beef that these independents supply to the hotel and restaurant
trade and you will see that a quarter of the advertising budget is raised in our sector of the industry.
| hope that our voices on the QMS board, and | do hope it is more than one voice, is heard around
the table.

| feel that with the percentage of the Scotch market in Scotland that the independent retailer holds
that is completely unfair that we are then asked to pay more money to join the ‘Scotch butcher
club’ to receive advertising material that we have already helped fund. Even after paying the
money it is no guarantee that you will be included in the promotions as shown by the recent pink
apron campaign.
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There will be few of us who have not been touch by a friend or relative who has been affected by
breast cancer, so | would imagine support would be great for such a campaign. The pink apron
was a great idea, the potential for publicity and fund raising immense. But even those who were
members of the Scotch Butchers Club, at the meeting when June Lomax was telling us about the
campaign, knew nothing of it. Uel this was a great opportunity to make a huge splash of pink in the
press. The Federation and its members | think would have got right behind this campaign, and |
think the scotch beef logo would have been in every news paper and even the odd local TV news.
But instead no one knew about it, | failed to see any mention in the press. A great opportunity
missed.

In 1940 a shipment of Danish bacon arrived in London and was never paid for as the German army
had occupied Denmark. When the money was paid in 1946 the Danish government had no idea
who to pay the money to, so with this money they built a training school for butchers. 90% practical
work, but what to do with the meat? The Danish government had the solution; the training school
provides the meat for the armed forces and other government bodies. If only Britain had such a
training school. This could be a way to ensure that our forces ate British beef, lamb and pork. We
have a situation today where even our parliament does not serve Scotch beef. | know that QMS
are trying to address this.

I would like to thank all the convenors, area Presidents and association nominees for their help and
support in the last year. | look forward to working with them in the coming year. | would especially
like to thank our Chief Executive Douglas and our excellent and dedicated staff in the Perth office.
These are the ones that make the President’s job easy. The Perth office is everyone’s first port of
call in times of trouble. | know that most problems and questions are answered long before | hear
about them. | know that the odd strawberry tart or slice of caramel short bread does not say thank
you loud enough. So Douglas, Bruce, Claire and everyone involved, thank you.

PRESIDENT ELECT:
Past President Duncan Mackenzie proposed the nomination of Stuart Christie as President Elect
which was seconded by David Jarron. The meeting unanimously accepted the proposal.

JUNIOR PRESIDENT ELECT:
Past President Duncan Mackenzie proposed the nomination of Billy McFarlane as Junior President
Elect which was seconded by David Jarron. The meeting unanimously accepted the proposal.

VICE PRESIDENTS:
Chief Executive Douglas Scott read out the list as nominated by their Local Association:

Ayrshire | Faulds Glasgow United S Christie
Borders G Deans Glasgow District T Dowson
Lanarkshire J Preston Dumfries J Meade
Moray G Murdoch Dundee A Kennedy
Paisley N Ovens Fife & Kinross J Hastie
Perth D Lindsay Glasgow District T Dowson
Stirling J Honeyman

The following nominations were adopted by the meeting.

TREASURER:

President Jamie Chapman proposed the nomination of Duncan Mackenzie as Treasurer which was
seconded by David Jarron. Jamie thanked David Jarron for his service as Finance Convenor. The
meeting fully agreed with the proposal.

SECRETARY:
Douglas Scott was re-appointed by the meeting. The meeting fully agreed with the proposal
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AUDITORS:
In compliance with the terms of the Companies Act 1985 the meeting approved the appointment of
Messrs Morris and Young, 6 Atholl Crescent, Perth as auditors.

PRESENTATION BY NEIL CURTIS = IMMEDIATE PAST PRESIDENT NFMFT

Neil made a short speech thanking the Federation for their hospitality and interesting discussions
during his visit to Scotland and the AGM.

PRESENTATION BY UEL MORTON CHIEF EXECUTIVE - QMS and
JUNE LOMAX - RETAIL DEVELOPMENT MANAGER - QMS

Two presentations were given on the work and activities of QMS followed by a short question and
answer session.

ANY OTHER COMPETENT BUSINESS:

There being no further business the meeting closed with a vote of thanks to the Chair.
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