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Introduction

The Australian Industry Group (Ai Group) Confectoyn Sector represents
manufacturers of chocolate, sugar and gum confeetyo suppliers of ingredients,
machinery, packaging materials and services tanthgstry, and wholesaler and
distributor firms.

Ai Group has approximately 140 members operatingustralia and New Zealand.

The Australasian confectionery industry employsertban 8,700 Australians and
New Zealanders.

The Australian confectionery industry’s direct metrkalue is in excess of $2.9
billion, with New Zealand’s being $494 million.

Major confectionery manufacturing plants are piadly located in New South
Wales, Tasmania and Victoria, including in a nunmiferegional locations (e.g.
Ballarat and Lithgow) and to a lesser extent Séutktralia and Queensland where
SME business are based.

Summary of Ai Group Confectionary Position on the RIm Oil Bill 2011

Ai Group is seriously concerned about the curreatesof health of Australia’s
manufacturing industry, including the confectionsegtor.

The latest monthly Westpac consumer confidenceeguior August shows the index
at 89.6, which is at its lowest level since theghef the Global Financial Crisis and
the early 1990s Recession — the recession we Haal/&d

Introduction of the carbon tax will add to businassl consumer uncertainty,
increasing pressure on manufacturers.

Turmoil in international share markets, the flowadfects to Australia of the ongoing
economic woes being experienced in Europe and tiedJStates, the high
Australian dollar impacting on the competitivenesall our manufacturers and
Australia’s rising level of unemployment is a mixieh should be troubling to all
policy makers.

Given the current two-speed economy policy conumdruvhere Australian
manufacturers are principal losers - it makes msaetherefore, to be adding
additional burdens on those companies, at this, turagthe proposals contained in the
Palm Oil Bill 2011.

The Ai Group Confectionery Sector believes thatRbeds Standards Amendment

(Truth in labelling — Palm Qil) Bill 201{Palm Oil Bill) should be opposed for the
following reasons:
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It will fail to achieve sustainable palm oil prodion and use.

Enforcement is problematic.

It ignores the voluntary move to source certifiadtainable palm oil by the
majority of the food industry.

4. It will add substantial costs to every confectigneranufacturer; at the very
time Australia’s manufacturing industry is sufferifrom the high dollar, low
consumer confidence and an unstable internaticroadamic situation.

wn e

Informing the Public

There is a place for all food products, includigectionery, in a modern diet.
There are no bad foods, rather bad diets.

Government, manufacturers, retailers and publittihg@oups need to work in
concert to provide consumers with a consistentjtate message about balanced
diets and food contents so that the public can nrdkemed choices about their food
intake. This includes through easily understoodiftatelling.

Related Inquiries and Reports

A related Bill, theFood Standards Amendment (Truth in Labelling LaBi$)2009

was referred to the Senate Community Affairs Legish Committee for inquiry.

The Committee’s report found that clear and aceurdbrmation about food products
was a commendable objective, whilst noting thatBhlecircumvented the existing
regulatory environment.

A Review of Food Labelling Law and Policy, chaiteglformer Australian Health
Minister, Dr Neal Blewett AC, was undertaken to mxa@e improved arrangements for
the labelling of food. Its final report was reledsn early 2011. It recommended
amendments to food labelling, including provision ifeference to palm oil under
added fats.

Resulting from the Blewett Review, the Ai Group @mtionery Sector is working
with the Federal Government on improvements to@cidgnery labelling through the
long established, successRgtreatwiseprogram.

Be treatwise

In November 2006, the Confectionery Manufacturésustralasia, now the Ali
Group Confectionery Sector, launchigdtreatwise — a confectionery industry
initiative with global links, designed to educatelaaise consumer awareness of the
role of treats in a balanced diet and active fiest The initiative was launched as
part of the broader food industry percentage datike (%DI) labelling system —
Daily Intake Guide (DIG).

Be treatwisancorporates a front of pack logo, responsiblescomption message and
on the reverse a mandatory nutrition informationgd&NIP), included with the third
percentage DI column. Additionally, where spacerpis, manufacturers have
incorporated %DI thumbnails on the back of packisBhows the percentage of daily
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nutrients (energy, protein, fat, saturate fat, chylrate, sugars and sodium) that a
serve of the product contains as a proportion @faerage adult diet.

Be treatwisdeatures on a majority of confectionery items nfaotured by Australian
and New Zealand manufacturers. A March 2011 sugseh audit by the Ai Group
Confectionery Sector found that approximately 80gaat by volume of
confectionery in the Australian marketplace cartieBe treatwiseesponsible
consumption message.

Palm Oil

Palm oil is an important ingredient for the coniecery manufacturing industry and
is used in a range of products [e.g. chocolate poamded chocolate, cream centres,
caramels and nougats as well as in food additivesrporated in small quantities in
the production of confectionery]. It has spectfi@lities which currently make it an
essential product within the confectionery sector.

A number of companies (e.g. Mars) are examiningced) the saturated fat content
of their confectionery products. One of the walydang so is through the use of
sunflower oils instead of palm oil. This has tleégmtial to improve the nutritional
composition of confectionery products without coorpising taste or quality.

A further benefit from such a shift would see tlodwvne of palm oil reduce by around
25% over the next two years. The technology aasetiwith such a change is being
developed in Europe. Once the technology is prékermplan is to introduce it in
Australia.

The Ai Group Confectionery Sector member compaaiesactively involved in the
Roundtable on Sustainable Palm Oil (RSPO) and,ecprently, support the
sustainable sourcing of palm oil. Examples aredrerAustralia, Nestlé
Confectionery and Snacks, Kraft Foods Australia lsliatls Australia, all of which
have made a commitment to source 100% of cert#fiesfainable palm oil by 2015
and are already on this journey.

While confectionery products use minimal amountpalm oil, many contain
ingredients that include minor amounts of fattydadhat are often derived from palm
oil. Under the Bill as currently drafted, eachtlodése ingredients (regardless of
threshold content) would need to be labelled asatoing, or being derived from,
palm oil. At present, there is no way to analyseasify the origin of these
ingredients, making enforcement of the Bill extréyrdfficult.

Cost Impact on Confectionery Manufacturers of the Rlm Oil Bill 2011

The confectionery manufacturing sector, along whéhwider Australian
manufacturing sector, is experiencing considerab$t pressures. This results from
rising energy, wage, water and transport costsigaath global market pressures.
The high dollar is adding considerably to the mahgllenges being faced by
manufacturers. Consumer confidence is low, impgatim retail sales.
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Current food regulation does not require palmmibé explicitly labelled on food
products. According to information provided, foraexple, by Mars Australia, any
decision to force companies to include specifierefce to palm oil in labelling is
estimated to cost that company an amount greader®8 million, which would only
cover the cost of label changes.

More widely within the Australian confectionery g&g it is estimated that the cost of
labelling changes arising from the Bill would ambtmsome $25.5 million (based on
an average of $8K/SKU — there may be anywhere fionto four levels of
packaging per SKU). This does not take into cagrsition return on investment and
the disproportionate impact on SMEs, noting thaytgenerally have small sales
volumes.

The above mentioned costs do not take into coretiderthe broader implications
associated with research and development, prodtartmulation, new factory
systems and logistics management programs to déahiternative labelling.

Trans Tasman manufacturers typically operate utidesame management regime
and different regulatory requirements will impaegatively on their operating
efficiencies.

Multinational operators also compete against tregjional counterparts for export
business and with differing regional regulatoryuiegments and the need to run
duplicate packaging for local and export markett also negatively impact their cost
efficiencies (packaging and processes) and comyeatess for exports.

In addition to the cost impact of this Bill, theeBlett Review, if implemented, would
also require companies to change their currentliabe This would amount to a
double whammy on Australian manufacturers at a tirhen they can least afford it.

Failure to Respect the Established Food Regulator§ystem

Australia (and New Zealand) has a world-class fieagilatory system, where food
labelling is determined by an agreed mechanismlvitwgp proposal development and
review via the Australia and New Zealand Food Ratgouh Ministerial Council.
Application of the Council of Australian GovernmasnfCOAG) principles of
“minimum effective better regulation” and the reés\g implementation occurs in
consultation with stakeholders and is based ondsuientific advice.

Any move to by-pass the proven, established prdoegeod regulation runs the risk
of a number of unintended consequences, which wailcbstly both to consumers
and manufacturing companies. It would further lemad loss of confidence in, and
respect for, the established regulatory regime.

Importantly, the Bill applies in Australia and riééw Zealand. Australian
manufacturers will be disadvantaged against thew Mealand counterparts as the
Trans Tasman Mutual Recognition Agreement (TTMRA) permit New Zealand
compliant product to be legally sold in Australiaqually, imports from a third
country may also passage through New Zealandbaslkadoor entry to Australia,
without requirement to comply with the Bill.
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This Bill sets a dangerous singular issue regugtoecedence and Ai Group is
concerned about what may follow.

Conclusion

The Ai Group Confectionery Sector fully supporte thovernment’s opposition to the
Palm Oil Bill 2011. Its’ passage would create madditional cost and other burdens
on the confectionery manufacturing sector, at @ tivhen it can least afford it.
Industry is already a long way to achieving themtof the Bill through the prospect
of alternatives to the use of palm oil as well diseaence to sustainable sourcing
practice.
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