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Background

In November 2006, the Executive Director wrote to Euronext.liffe to request its views
on the application of ISO Standard 10470:2004 in its Robusta Coffee grading process. The
response of Euronext.liffe is attached.

Action

The Executive Board is requested to consider this document.
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08th January 2007
Nestor Osorio
International Coffee Organization
22 Berners Street
London
WI1T 3DD

Dear Mr Osorio,
Re. ISO 10470-2004

Thank you for your recent letters regarding the approval of the new ISO Standard on coffee
defects (ISO 10470-2004) and your question as to whether Euronext.liffe would be willing to
utilise the new Standard in our Robusta Coffee grading process, thereby helping to ensure the
adoption of this methodology by the market as a whole.

In response, may I begin by commending the efforts of the International Coffee Organisation in
seeking to achieve harmonisation in this area - an aim which I am sure would be applauded by
all in our industry.

As you will understand, the primary role of an exchange such as Euronext.liffe is to provide a
futures contract which can be relied upon by our customers as a price benchmark, allowing for
the effective management of price risk as well as being an attractive trading vehicle. In order to
achieve this aim, we actively seek a dialogue with our key customers as to developments in the
underlying physical market, to help ensure that any relevant changes are subsequently reflected
in revisions to the terms of the futures contract.

As I'm sure you will be aware, the primary method by which we achieve this goal is though the
use of Commodity Advisory Groups, which include individuals and companies drawn from a
cross-section of the market. In addition we have regular contact with the European Coffee
Federation's Terminal Markets Committee, as well as with other market users on an individual
basis.

In this way, we are able to ensure that the contract evolves in a way which maintains its
relevance to the nature of trade in the underlying physical market. Significantly, and in common
with other derivatives exchanges, in matters such as these we seek to 'follow' rather than to 'lead".

In this respect, I regret to note that to date, we have received no proposals from our customers to
incorporate any ISO-related changes into our Robusta Coffee grading process. Were we to
receive such requests on a widespread basis, we would most certainly give the matter serious
consideration. It should be noted however that in that event, any such changes could only be
introduced with effect to delivery months which were unlisted at that time - in other words,
approximately eighteen calendar months forward.
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As an aside, I note that in your defect comparison table, the list of defects relating to the
Euronext.liffe contract appears to contain some errors. I have attached, for your information, a
copy of the defect count table, taken from the Contract Terms.

In closing, may I take the opportunity to apologise for our delay in responding to your question.
I regret that we are unable to be of greater assistance at this time, but I would be grateful if you

could keep us advised of any future developments on this subject.

Yours sincerely,

o ﬁ/ﬁﬂ&“

Tan M Dudden
Director, Commodity Products
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