MINUTE OF THE MEETING OF THE EXECUTIVE COMMITTEE HELD WITHIN
8/10 NEEDLESS ROAD PERTH, ON TUESDAY 19 OCTOBER 2010

PRESENT: Stuart Christie President
Douglas Scott Chief Executive
Sandra Giddy General Manager
Bruce McCall Minute Secretary

Vice President: Billy McFarlane, Junior Vice President: lan Faulds
Honorary President: Roy Baird, Arthur Matthew

Past Presidents: Hamish Deans, lan Faulds, Adam McLay
Executive Members: Alan Kennedy, George Lees, Stewart Dempsie
Guest: Andy McGowan, QMS

APOLOGIES FOR ABSENCE: David Lindsay, Beaton Lindsay, Roy Baird, Murray Lauchlan,
Duncan Mackenzie, Scott Jarron, George Jarron, Hugh Pender, Jim Preston, John Chapman, Tom
Dowson

MINUTE OF PREVIOUS EXECUTIVE MEETING:
Minutes of the previous meeting held in May were approved by Hamish Deans, seconded by.lan
Faulds.

MATTERS ARISING: Page 1: Hamish Deans asked if we were any further forward with the
independent’s share of the market. Douglas said he had spoken to Jack Broussine at QMS that
morning and they were not happy with the tenders for the survey work which were received so they
were being revised and re-issued. Hamish said however it is done we should know how they have
arrived at the final figures. Douglas said we will see the questions before it goes out.

Page 6. MHS Charging. The consultation will be issued in November but it will be purely on
charging and not on governance. Jamie Chapman asked about the latest meeting on this? He
said either way it goes it is a lose lose situation for the farmer. Hamish Deans said that if there is a
cost associated with the contract abattoir there is no choice but to pass it on. The FSA said they
will have a trial period with full recovery as much as possible. Up until now they have been very
sympathetic to the small plants and most of the fight has been coming from the big plants at the
moment. Once these charges become operational it is out of our hands and they will be as near
full cost recovery as they can. This will be frightening for the smaller plants. Douglas said when
the consultation comes out we will need to prepare a reply made.

Page 7 — Hamish Deans asked about the Black Pudding competition at the Winter Fair as nothing
has been received about it and it is likely to reduce ours. Andy McGowan took the point.

Consultation on reducing E-coli, there was 979 responses — 547 from Wales, 47 from Scotland.
Points were raised about the inconsistency of enforcement. There was overall support for
principles in guidance namely separation and efficient guidance on cleaning.

Stewart Dempsie asked about the vouchers for schools and wondered if they apply directly to QMS
and is strictly Scotch Butcher Club members. Stewart Dempsie said Coatbridge does not have a
Scotch Butchers Club member. Andy McGowan said he would look into it.

CHIEF EXECUTIVE REPORT: Douglas Scott reported.

SFAC: The most recent Scottish Food Advisory Committee meeting held in Dundee was held in
wake of the cloning issue and FSA tabled some good informative papers on the issue.

NATIONAL BUTCHERS WEEK: 14 attendees, mainly sponsors attended the most recent planning
meeting in Manchester. NBW is all about raising the profile of butchers and increasing sales.

1



Copies of cuttings of initiatives from Butcher Shop of the Year were tabled. John Stewart from
Banff had used a Pick & Mix idea which others could use. The process is pick six things and pay
£20. The idea is to drive up sales and Pick n Mix could be promoted during NBW. Douglas Scott
said that judging from feedback from the assessors not many butchers had participated last time
around. Alan Kennedy commented on BOGOF and something for nothing; he was not overly
enamoured about price based promotion and the Federation should not be either. Some people
may want to do Pick & Mix and it is on price the same as Tesco would do. Douglas said that you
could put all your prices up and bring in more and not necessarily cut price. lan Faulds said it was
giving it a perceived bargain. Hamish Deans said it was a good idea to move on some products
which are slow and he agreed that something should be done for National Butchers Week.

TRAINING & DEVELOPMENT REPORT: Sandra Giddy reported.

TRAINEE NUMBERS: We now have 419 trainees registered through Scottish Meat Training
(SMT). A total of 257 funded trainees jointly in Lowland and Upland Scotland and in Highlands and
Islands. 38 remain registered in Northern Ireland and 3 in North East England. We have one
privately funded trainee and the remainder are completing qualifications under ESF funding.

We are on target to meet our contract allocation of Modern Apprenticeships for this contract year.
We do still have a few places remaining for trainees in the 16 — 19 yr age group and | urge you to
contact this office with names if you have members of staff you wish to register. Please continue
to contact us for those people outside of this age group and we will endeavor to meet that demand
also.

15 trainees have completed their apprenticeships in 2010 so far. These trainees were all invited to
attend the various regional meetings and those who attended were presented with their certificates
along with trainees who had completed various component parts of their Modern Apprenticeship
programs.

CRAFTSMAN CERTIFICATE: Douglas presented the Craftsman Certificate to Willie McNeill who
works for MacBeths Butchers in Forres; this is the first to be awarded since our Craftsman
Certificate became the first certificate to be accredited against the Scottish Credit and
Qualifications Framework (SCQF).

The SCQF was developed to help both employers and employees understand and compare the
range of qualifications available in Scotland. Mainstream qualifications are included in the
Framework and other organisations are now being encouraged to follow our example and have
their industry-specific programmes and qualifications mapped against the SCQF. Levels range
from 1 which is access level to Doctorate level 12.

Our success has been picked up in articles written in the Press and Journal, the Meat Trades
Journal and online at www.scotlandfoodanddrink.org and also www.improve-skills.co.uk.

NORTHERN IRELAND: Since the news of the termination of the FDSS funding contract, Scottish
Meat Training has been working hard to find a way to provide continuity for trainees registered
under the ApprenticeshipNI.

| have talked to DELNI on numerous occasions but the decision to transfer trainees to three
training providers in Northern Ireland had already been taken. | wrote to Sir Reg Empey, Minister
for Employment and Learning for assistance, pointing out that the NVQ component of the
ApprenticeshipNIl has been successfully delivered within the workplace and that numbers of
trainees registered for this qualification had increased since the delivery in the workplace had
become available. Unfortunately, the Minister was unable to assist us.

On speaking with two of the three Training Providers, Southern Regional Colleges and Ade, | am
told that they have been making contact with those trainees and their employers allocated to them
with a view to picking up and continuing the training programme. A4e have accepted our offer of



working in partnership and we will be pleased to assist in the completion of the NVQ component for
the very few trainees they have in their area.

The majority of trainees however, now come under the mantle of Southern Regional Colleges and |
am told that very few trainees have taken up the offer of continuing with their qualification and
because of this fact they will not require the services of Scottish Meat Training.

Without a funding partnership, Scottish Meat Training is unable to continue to provide access to
the National Vocational Qualification which formed the basis of the ApprenticeshipNI and
unfortunately that is the situation we now find ourselves in.

We still have 38 trainees registered with us and waiting to complete an NVQ, but without a funding
partner, we have done all we can to find a solution which will allow us to continue with them as we
had until June of this year and regrettably we do not have that solution.

The contract to deliver is up for tender in March 2011 and we hope to tender then.

ENGLAND TRAINING: We successfully completed an External Verification visit at Darlington
College on 12" October. All of our portfolios for our Train to Gain trainees to date have now been
externally verified. We have 3 remaining trainees completing an Apprenticeship programme and
these are all on target to complete.

At the same time, | met with Sue Rodgers who is the Workbased Learning Manager for Darlington
College and learned that the college is renewing efforts to attract butchery apprenticeships and
trainees in the area following our successful partnership working. | hope to be able to report more
at future executive meetings.

FALKIRK COUNCIL EMPLOYMENT AND TRAINING UNIT PROJECT: Falkirk Council
Employment Training Unit (ETU) developed a pilot program for a group of young people, aged 16-
19 years, which would target employment in butchers in the Falkirk area.

This is an 18 weeks program. The first four weeks being an introduction to the industry and the
working environment before any work placement with an employer.

During this period the 7 young people who have committed to the program will be completing a one
week standard ETU induction, the REHIS Foundation Hygiene Certificate, REHIS Health and
Safety, First Aid, and Manual Handling certification, as well as Core Skills Assessment,
Literacy/Numeracy support, and Customer Service Training.

SMT ran a three day “Introduction to Careers in the Meat Industry” lead in to the programme.
Douglas hosted day one day three with myself hosting the second day when | introduced them to
the qualifications which are possible to be gained in the industry and also took them on a visit to
Patricks of Camelon to see steak pie production. Douglas took them on a tour around Malcolm
Allan’s plant, to Jim Brown’s farm at Gaindykehead, to Pauls Quality Butchers in Grangemouth for
lamb cutting and Hollerans in Laurieston to make sausages. On completion of the 4 weeks we
hope that the candidates will be placed within local Butchers shops and work towards a Level 1
Food Manufacture: Butchery Retail Skills as part of the pre-apprenticeship programme. Once they
complete the whole of the pre-apprenticeship program candidates could either move onto the SMT
level 2 Modern Apprenticeship contract when moving into employment, or leave.

SCOTLAND FOOD AND DRINK SKILLS ACADEMY: The official launch of the Scotland Food and
Drink Skills Academy is to be held on Wednesday 17" November 2010 at 10am in Edinburgh
Castle.

The event will be high profile, supported by representatives from Scottish Government, Scotland

Food and Drink and Skills Development Scotland. We would encourage representation from our
employers at this event. If anyone is interested, then please contact Sandra.
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As the SFDSA develops, there will be more opportunities for business for SMT and more
opportunities for training solutions for businesses in our sector and in the wider food industry.

INTERMEDIATE HACCP COURSE: A course was successfully delivered in Dunfermline on
Tuesday 5" and Wednesday 6" October. The next scheduled course is to be held on 18" and
19" January 2011; venue still to be decided. Please contact Claire for more information.

RAPS NEW PRODUCT WORKSHOPS: As reported last month these will be held in Kirkwall and
Dingwall and Stornoway 26, 27", 28" October. Viv Harvey will demonstrate seam cutting and use
of Raps products.

Hamish Deans asked about the 38 trainees in Northern Ireland and if there was any financial
implication. Sandra said we are not going to get any further payment as we cannot work with
these people. Hamish asked if we have been invoiced for work which we have done. Sandra
replied that we received £7k for work which we had invoiced. We are outstanding £2,600, we had
10 trainees which we had started but were not entered into the system that NI use so they were not
approved. It is work we have done but we cannot invoice. Stuart Christie asked with work going
forward do we need as many assessors. Sandra said we have high numbers moving forward and
the assessors are working with a very high workload. Stuart Christie asked about the Falkirk
project and wondered if they were funded by the council. Douglas said that we see this as a very
good pilot.

Alan Kennedy said he had advertised for staff. He used apply in person. This ruled out all the
people who were just going to turn up to get the chitty signed and all the people who turned up
were genuinely interested. He took on a person who had seven children and was keen to get on
with it.

FINANCE REPORT: Douglas Scott reported.

The annual accounts for the year ended 31 August were enclosed with the papers for this
Executive meeting. | hope that you have had time to digest them and find them slightly more
palatable than those of late.

Page 8 — the Income and Expenditure account is where the figures really start to matter. Here you
will see a bottom line result of £55,478 surplus that means a £76,693 turn around on last year’s
accounts. This surplus is carried through on to the balance Sheet opposite where Capital and
Reserves increase from £232,000 to £288,000.

The Operating Income and Expenses for both Member Services and Training Services are
headlined on page 8 but we will look at the detail a little later on when we reach page 14. If you do
the sums the operating surplus of £48.600 is broken down as £5,125 from Member Services and
£43,476 from Training Services. The remainder of the income is largely investment income which
shows a better return on the year, up £3000 but principally because of a sum of £2875 received
from St Andrews Abattoir in March 2010.

In the Balance Sheet on page 9 Tangible assets have risen reflecting the purchase of a new server
for the office computer system at a cost of £8000. Debtors have risen significantly but more about
that when we get to note 7. Creditors are down — there is not as much outstanding as in the last
set of accounts and that’'s primarily because we are up to date with payments to HM Revenue.
More on that at note 8.

At note 7 the debtors are split between Trade and Other. Other is predominantly VAT and under
Trade there is £10,575 still to be collected from members who pay by direct debit. The remainder
of trade debtors includes money due from Northern Ireland, the Skills Development Scotland
claims for the final fortnight of this accounting period and £56,972 from European Social Fund.



That £56,972 comprises £34,972 for Claim up to end of June 2010 - £27,745 from LUPS and
£7227 from H&I — and then an estimated £22,000 for the months of July and August. A verification
visit is scheduled, albeit late on their request, for Friday 29" October and we can look forward to
receiving outstanding £27,745 after that. H&l are also in the process of verification reports on our
claims but these are done by post.

At note 8 Trade Creditors are low, just £401 on Member Services side and £3396 on Training, the
bulk of which is due to Capital Solutions for our photocopier usage and to the awarding body
RSPH. Other creditors is made up of audit fee £1800, Association fees still to be cashed of £1813
and an outstanding bill to Scotpanel’s for the 2009 Trade Fair. The latter was only received after
much pressure from Bruce in the second week of October!

If you now turn to page 14 you will see the Operating Income for 2010. As usual Training Grants
make up the majority of this. Of the £412,770 received for training, the breakdown was as follows:-
from Skills Development Scotland, what used to be the Scottish enterprise and Highlands and
Islands heading — a sum of £219,000, Irish training £64,162, Private £1300 and ESF £127,792.

Course income of £26,000 accounts for course income, food safety and income from English
activities. Sundry Income includes income from Meat Skills Northern Ireland that was held in
September 2009. Seminar income includes income from the Creative seminars run in the Spring.

If 1 could now taking you not to page 15 but to page 16 where the Operating expenses relating to
Scottish Meat Training are detailed. These total £398,093, a large percentage of this is staff costs,
either the £227,934 of wages and salaries that includes an additional assessor from May or the
travelling costs associated with assessment that are lumped under Field officers and assessors
expenses, vehicle expenses and travelling expenses.

SQA SVQ registrations are up sharply following the huge intake of new trainees in February and
March through the Government’s incentive scheme. The rise in cost of Training materials is mainly
hygiene books again up because of increased numbers. New workshops reflect the cost of all the
seminars, courses and regional meetings run as workshops. We do of course claim 45% of this
back through ESF.

The photocopier lease and a job advert contribute to the increase in printing and stationary costs.
The figure of £7666 is made up of £2640 to Joyce Miller for Bookkeeping Services and £5026 paid
to David Nicol for courses and our painter.

When these operating expenses are related to the income on page 14 this leaves the operating
surplus of £43,476.

Finally we should look at Member Services. Operating Income on page 15 totals £126, 549. The
largest item here is subscriptions at £86,614. Corporate members weigh in with £13,583 and
sponsorship is £11,548. £10,000 of that was deferred income from the previous accounts — the
£10,000 from Dalziels for the DVD production — and the remainder for competition sponsorship
from Lucas, Dalziel and Swords.

There is no income from Trade Fair this year but Sundry Income is up £2600 because of £1905
from SQA as part of our awarding body role and the rest is income from room hire. Golf income
has a corresponding expense as does Handbook and both cost us a little. As you can see on page
17 where Handbook costs were £3787 and golf expenses £68 above income.

Most costs here are close to the previous years with the exception of Repairs and maintenance
where £2756 includes the share of a new boiler at £998, painting and alarm costs are recorded.
Equipment hire at £6724 is the amount that is outstanding to Scotpanel for the 2009 Trade Fair.

When all these expenses are tallied at £121,424 and put against income on page 15, a surplus of

£5125 is left. As | said earlier Investment Income of £6866 takes the Members Services surplus up
to £12,005. The Finance Committee asked for a copy of our tax computation from the auditors..
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Alan Kennedy asked about the vehicle expenses and if there had been a change in the system we
use. Douglas Scott explained there had been some increased cost associated with travel to
England. He also noted there was an increase in cost due to payment out for the DVD production
of around £10,000. Hamish Deans noted that the trade debtors were £97,264 and that £18,000
was going to be more difficult to get. Douglas said that in £2,600 is probably going to be trimmed
off the trade debtors because we cannot claim this until trainees in Northern Ireland are taken on.

The Finance Committee discussed subscriptions and felt a continual small increase in
subscriptions of £5 or 2% from £245 to £250 + Vat. George Lees asked about the branch shop
fees. Douglas confirmed no increase in fees. Alan Kennedy suggested we employ an
employment law advisor in-house. Hamish Deans suggested that the quality of the advice we were
getting from Peninsula at present was excellent value for money. Douglas confirmed that the
NFMFT were also considering a proposal from Peninsula and they had been doing this in-house.
He felt it would be difficult for someone in-house to keep up to speed with legislation.

MEMBERSHIP AND DEVELOPMENT REPORT: Bruce McCall reported.

SUBSCRIPTIONS: Paid Members — 331 with 93 branch shops.
T Kerr & Son, Selkirk has been taken over by John C Douglas, St Boswells
Membership packs have been sent to Yorkes of Dundee

SLICED SAUSAGE EVALUATION

The Sliced Sausage Evaluation took place at Dunfermline Football Club on Thursday 16"
September. The Traditional category that was held as a competition had 65 entries the five
regional winners were established. These were then mystery shopped on Thursday, 23
September and taken to the Daily Record offices the following day.

The winner was selected by the team of three judges chaired by Tam Cowan, Brian Mclver
Reporter and Liz Fulton Record canteen chef. The Daily Record reported the story in full over 1 %4
pages on Saturday 25" September. This provided excellent coverage for the winner Andrew
Gillespie of Glasgow and for the Regional winners. In all it was a good news story for Scottish
Craft Butchers.

The Sausage Plus category had 100 entries, these were evaluated and the best was submitted by
Duncan Fraser & Son of Inverness with a Black and Slice Roulade. The Press and Journal
provided excellent coverage of this and Duncan Fraser was heard regularly on the Moray Firth
Radio News bulletins. There were also 9 Gold and 29 Silver Awards presented, press releases
were prepared and sent to the local newspapers.

REGIONAL MEETINGS

These were led by The Dalesman Group. Dalesman gave an overview of their company, services
and product ranges and had tastings of sausages, pies, and pie fillings. Meetings were well
attended at Carfraemill (29), Perth (53), Forres (33), Stepps (26), Kilmarnock (30).

CORPORATE MEMBERS: We have 26 corporate members.

ANNUAL GENERAL MEETING:

This will be held at McDiarmid Park, Perth on Tuesday 23 November. The Finance part will be
held at 12 noon followed by a lunch and the rest of the AGM at 2.00pm. Guests have been invited
to join us for lunch and the afternoon session. President John Taylor will attend on behalf of the
National Federation of Meat and Food Traders.

Douglas Scott asked the meeting to note that the Federation has received the Fife & Kinross chain
of office and it has been stored in our safe.



LIVESTOCK REPORT:

Since my last report in June, the price of live cattle has firmed slightly, last week’s average for my
own (before costs) being 275.6ppk (June’s average being around 275ppk). This has been reflected
in a 3p rise in the cost of wholesale sides since then to 345ppk — equating to 0.0009%. Not much
to worry about, but consider the corresponding rise in boneless beef- up nearly 10% in 4 months. It
seems that wholesalers are trying to match up the price of sides to their boneless equivalent. The
price of boxed beef now makes it very worthwhile to buy either sides or (my pet subject) buy live at
market.

Lamb prices have fallen back slightly, from 430ppk in June to 418ppk now, a drop of about 3% not
enough to allow us to promote lamb in a big way.

Where is this going? My own gut instinct is that we will see further modest rises in the months to
come, so we can expect a further squeeze on relevant margins coming into Christmas.
Furthermore, | cannot see space for any significant price rises across the counter, we all know how
hard it is to move the prime cuts already. This problem is further compounded by the current rise
in the price of animal feed, will producers throw in the towel with stock production? This was made
clear as a possibility when he was talking with his bank manager, who is also the agricultural head
in our area. He has seen a significant drop in stock numbers, and reluctance on the part of
farmers to replenish numbers. The only bright note | can see is that chicken feed is also going to
rocket soon, hopefully ending the stupidly low prices for supermarket poultry (BOGOF in Tesco,
Forfar, last week 2 x 1.5kg chickens for £4.00).

Douglas Scott said two hundred people attended a meeting about Orkney Meats. The company is
in severe financial problems but they did not come forward with any impulsive reasons to invest in
the company. Butchers feel that they have had very little benefit from the company. The next
meeting will come forward with a business plan. On a positive side Rhinds of Elgin seem to be
working much better with butchers.

Jamie Chapman gave Hides prices at £34 and sheepskin at £4.

Alan Kennedy said that the last kill at Brechin was on 17" September, the problem has been
throughput. Douglas Scott reported that the Brian Pack review will be launched on 3" November.

Stuart Christie said that figures have been produced on the single farm payment and the public can
see this. Six farmers are getting £1m a year in a single payment.

QMS UPDATE: Andy McGowan reported.

Interviews for the Chairman took place a couple of weeks ago.

He said that Douglas had received an update on marketing from Jack Broussine. They will be
doing more of the feel good about meat campaigns in 2011 and these are generic campaigns. The
Scottish Government has formulated an idea for a St Andrews Day lamb promotion with extensive
publicity. The Scotch Butchers Club will have a Winter Warmer campaign.

QMS will again sponsor the Butcher Shop of the Year and the results are announced on Tuesday
16™ November.

There have been some demonstrations of the kit for the Eating Quality Project. The kit should be
ready in a year to 18 months. The tricky bit will be how it is used in practice.

Jamie Chapman asked if QMS were involved in the electronic tagging of sheep. Andy McGowan
said they have been involved at the abattoir end of things.



PROMOTIONS REPORT: Douglas Scott reported.

British Sausage Week is officially 1% to 7"" November but as | reported at our last meeting SFMTA
will bring that forward and cover two weeks including Halloween. We developed our own posters
to promote Halloween and Guy Fawkes Night celebrating butchers sausages against that themed
backdrop. The posters that were sent out last week are displayed in the room.

The QMS designed promotion in conjunction with the Scottish Government to Celebrate Lamb for
St Andrews Day should see members receive posters in early November and tomorrow Bruce and
Douglas will use these tables to examine existing stocks of Christmas posters to see what can be
sent out at the same time to clean out our existing stocks.

Work will start next month on the Burns Night posters for 2011 and Valentine Day posters.

The World Scotch Pie Championship will take place on Tuesday 16™ November at Carnegie
College. Collection points for members’ entries have been arranged on that Tuesday at Andrew
Gordon’s in Aberdeen, Duncan Fraser in Inverness and Shaws Fine Meats at Lauder. Entries
close sharply on Monday 8" November and Bruce McCall will be assisting the Scotch Pie Club
control the entries on Tuesday 16™ November.

The office frequently gets calls asking where butchers can purchase the life size butcher models
that you see standing outside some members’ shops. We believe that these are no longer in
production since it has been impossible to source them for members. But we have sourced our
own designer and can have them specially made for us. An initial order of only 7 could be made at
a special price of £445.00 each plus VAT delivered to Perth and custom painted to suit each
member’s requirements. If this is of interest we will need to get a fairly quick decision in order to
secure these for a pre-Christmas delivery. Orders taken on first come basis and we will need a
cheque deposit of £250 (to be held by SFMTA) to go ahead with the order.

LABOUR CONDITIONS REPORT: Douglas Scott reported.

Alan Kennedy said there were changes in legislation in terms of asking for medical reports. Andy
McGowan said you cannot use the information as part of your decision on whether you should
employ them. He added that he believed that there will soon be full pay maternity pay for 6 months
with the possibility that the male and female can split the leave between them.

LEGISLATION REPORT: Douglas Scott reported.

BEEF LABELLING: We had a meeting with the Scottish Government in this office. Our assessors
met Martin Morgan and two of his assessors. The proposed verification scheme is as simple as
possible. Douglas said that each and every individual member would be putting up there own
claims, most will be origin and maybe breed. At the moment we will wait and see how the trial
runs.

ANY OTHER COMPETENT BUSINESS:

President Stuart Christie said he noticed in the paper that Prince Andrew if he gets married there
would be an extra public holiday.

Stuart Christie pointed out that this was his last Executive meeting as President and thanked them,
Douglas and his staff for all their help during his term of office. He also wished Billy McFarlane
well for the next two years as President.

Past President Hamish Deans congratulated Stuart on his style of office and also remarked that
Stuart had probably been the farthest travelled President that the Federation had ever had. There
was no further business and the meeting closed with a vote of thanks to the chair.

DATE OF NEXT MEETING: Tuesday 11" January 2011.



