’SUGAR

gAustralia

™

Sugar Australia Pty Ltd Submission dated 30 March 2012.

To: Food Standards Australia New Zealand

In Response To: Call for submissions on Proposal P293
(Nutrition, Health and Related Claims).

Issued for comment: 17 February 2012

Sugar Australia Pty Ltd t: 1300 134 568
265 Whitehall Street f: 1300 134 484

E@al. O Blendsurew :(/il’?c\)/:lllge Australia

www.sugaraustralia.com.au ABN 82 081 245 169




INTRODUCTION

This submission has been prepared by Sugar Australia on behalf of the
Australian sugarcane industry (Sugar Industry).

The Sugar Industry is one of Australia’s largest and most important rural
industries with sugarcane being Queensland’s largest agricultural crop. Sugar
cane harvested in 2010 was 27.4 million tonnes resulting in the production of 3.7
million tonnes of raw sugar and 1 million tonnes of molasses®. Approximately
85% of the raw sugar produced in Queensland is exported, generating up to $2.0
billion in export earnings for Australia. Production from the New South Wales
sugar industry is refined and sold into the domestic market.

The Sugar Industry is largely based in regional and rural areas and directly
employs about 17,000 people across the growing, harvesting, milling, refining
and transport sectors and some 23,000 people indirectly. It supplies an important
ingredient into the food and beverage processing industry, which again has a
large rural and regional base.

Sucrogen™ (formerly CSR Sugar™) is the largest raw sugar producer and refiner
in Australia and the eighth largest producer globally. It is a major player in
sweeteners and renewable energy. Mackay Sugar Ltd is the second largest raw
sugar producer. Together Sucrogen and Mackay Sugar account for 70% of the
Australian industry.

Sugar Australia Pty Limited (Sugar Australia) was established in March 1998 and
operates as an unincorporated joint venture between Sucrogen™ and Mackay
Sugar Limited. Sugar Australia is the leading supplier of quality refined Australian
sugar products and sweeteners.

Sugar Australia is the largest sugar refiner in Australia with its two sugar
refineries capable of producing 750,000 tonnes of sugar annually. Domestically
Sugar Australia operates across multiple business channels including, the supply
of sugar as an ingredient into the food and beverage sector, into retail in which its
CSR™ consumer brand has the leading market share, as well as foodservice and
exports. Sugar Australia also has a market leadership position in the sweetener
market being the distributor of leading brands such as Equal™ and Pure Via™.

The Sugar Industry supports the development of regulatory measures that give
industry the mandate to make substantiated and responsible representations to
consumers about their products and services, the flexibility to innovate to respond
to those consumers changing needs and the confidence that industry’s
understanding and application of those measures is the same as the
enforcement agencies.

! Australian Sugar Milling Council.




The Sugar Industry welcomes the opportunity to make this submission to Food
Standards Australia New Zealand (FSANZ) as part of the latest consultation on
Proposal P293.

The Sugar Industry also endorses the submissions made by the Australian Food

and Grocery Council (AFGC) and the Australian Industry Group (AIG).

2. GENERAL OBSERVATIONS ON THE CONSULTATION PROCESS.

One of the strengths of the Australia-NZ Foods Standard Code (FSC) is the
requirement for FSANZ to put applications and proposals to stakeholders for
consultation.

Consultation provides FSANZ with the opportunity to become aware of any
unintended consequences of the new standards, any difficulties with their
implementation (such as the detection limitations of test methods) and to
consider alternative approaches to achieving the underlying objective. Importantly
a proper consultation process where stakeholders feel they have been listened to
and in which their advice has been taken into consideration gives those
stakeholders ownership in the final outcome.

This current consultation fails to meet best practice, and in three ways:

e The scope of the consultation is too narrow and has excluded
discussion of the provisions that Industry take most issue with. In
particular the Nutrient Profiling Scoring Criteria (NPSC). While FSANZ
has undertaken extensive stakeholder consultation in the development of
the standard since 2004, they have never allowed a meaningful dialogue
on the NPSC; one that addresses the industry’s concerns and allows for
alternatives to be considered whilst still protecting consumer health and
safety, but also provides for greater flexibility and incentive for industry to
bring better for you alternatives to the market.

e The timeframe for the consultation is too short. The draft Proposal
contains significant changes from the previous version issued for public
comment in 2008. Even though the scope of the consultation is narrow
the questions requesting information require research and it is the first
time that tighter regulation of fat —free and %fat-free claims has been
tabled. It is therefore wrong to position this consultation as one to “tidy up
a few loose ends”. The 4 weeks originally provided to stakeholders did not
allow for a considered response. The extension of the timeline by a further
three weeks has helped but we believe is still insufficient.




e The requirement that all proposals and applications be supported
with scientific evidence has been ignored. There is a significant lack of
supporting evidence to show that fat-reduced and fat-free foods are an
immediate safety or health concern. Additionally there does not appear to
be evidence that consumers are being misled by fat-reduced and fat-free
claims into purchasing foods of a lower nutrient quality. We note that
FSANZ have not supported this new provision with a regulatory impact
statement. We are not aware of any other instances where FSANZ have
decided to do this after the consultation instead of before the consultation.

As a consequence the Sugar Industry fears that an opportunity —and perhaps the
final opportunity - to make Proposal P293 an excellent regulatory measure rather
than the divisive one is being lost.

We understand that this will be the last opportunity that stakeholders have to
provide feedback on P293 prior to its finalisation and presentation to the COAG
Legislative and Governance Forum on Food Regulation (the Forum) for sign off.
In its current form the standard will impose significant costs on our business and
curtail our innovation program. For these reasons we believe it is appropriate that
in addition to responding to the specific questions raised by FSANZ (“Questions
to Submitters”), Sugar Australia also summarizes the Sugar Industry’s position on
the more controversial aspects of P293.

We request that FSANZ widen the scope of their review to take these
additional comments into account and give them due consideration before

finalizing the standard.




3. KEY ISSUES WITH P293
The Nutritional Scoring Profiling Criteria (NPSC).

We have attached as Appendix 1 our detailed feedback on the NPSC from previous
consultations. We note that FSANZ have never formally given Industry the
opportunity to comment on this pivotal part of P293 and have not responded to the
extensive feedback that we and other companies have provided.

In summary, we do not believe that the NPSC is an appropriate measure
because:

e The NPSC assumes that consumers construct diets around nutrients
when in actuality consumers construct diets around foods.

e The NPSC calls out sugar as one of the “at -risk” nutrients even though
the overwhelming body of scientific evidence does not support any
relationship between sugar consumption and health, other than
dental caries and the contribution sugar makes to energy
consumption (see Appendix 2). This body of evidence includes World
Health Organisation (WHO) guidelines and the extensive literature review
undertaken by the National Health and Medical Research Council
(NHMRC) to support the draft 2012 Australian dietary guidelines.

e The NPSC does not work for single ingredient foods such as sugar.

e The NPSC takes a “one size fits all” position that does not allow for “better
for you options” within a category. For example, low Gl cane sugar
variants.

e The NPSC assumes that the use of logos (e.g. Low Gi logo) is sufficient
recognition of the benefits to consumers, when it is merely an aid to
messaging

e The NPSC assumes that cost effective alternatives are available to food
manufacturers if they reformulate away from sugar so that their products
become eligible to make claims. This is not the case.

If the NPSC is gazetted as part of the new standard, it will cause Sugar
Australia to suspend our research and development programs as there is no
point in developing sugars and syrups with improved nutrition and functionality if
we are unable to communicate those benefits to consumers.

Like many non-resource based industries in Australia’s two-speed economy the
Sugar Industry is under significant economic pressure and can ill-afford this




further imposition. In addition, consumers will also lose out on sweet ingredients
that provide them with more options to construct a healthy diet.

There are a number of workable alternatives to the NPSC as proposed. These
include:

Co-regulatory approaches. In its submission to the 2011 Labelling Logic
review, the AFGC put forward a mechanism based on proportionate
response in which nutrient content claims and general health claims were
regulated through industry codes (Figure 1, Appendix 2) .

Sugar Australia is a signatory to the Industry Code of Practice for Food
Labelling and Promotion. We believe that this is a much better alternative
to the NPSC as it will provide Industry with the ability to communicate
“better-for-you” products within a category, and be much more responsive
to the emergence of new science on the relationship between food and
diet. It also puts the burden for educating consumers and administering
the code on Industry rather than the public purse.

Provide many more categories within the NPSC. In its present form the
NPSC only has three categories. One is for beverages (category 1); one
is for edible fats, edible oils and high-fat dairy products (category 3) and
one for all other products (category 2). Category 2 contains > 80 percent
of foods sold through supermarkets and includes an enormous range of
quite different products. As such it is too blunt an instrument. A much
more workable alternative to the “one size fits all” would be to provide a
range of categories each with its own qualifying criteria similar to the
approach taken by the Heart Foundation Tick and the Glycemic Index
Tick programs.

Provide a carve out in the NPSC for retail sugars along the lines of
what has been done for fats and oils in recognition that it does not make
sense to include a single ingredient food in category 2.

In light of the issues that will flow out of the NPSC, and the existence of
more workable alternatives, Sugar Australia recommends that the Forum
rejects the implementation of P293.

Pre-approved food-health relationships.

While the proposal to include pre-approved health claims is good in principle,
Sugar Australia has a number of reservations with the current proposal.

The relationships listed in the new standard are only a subset of the
substantiated relationships being used here in Australia and abroad. We




note that although FSANZ regard the EU to be an acceptable authority,
the list of claims FSANZ is proposing is more restrictive than those being
considered by the EU.

e The standard will make claims currently on the market illegal (see the
submission by the AFGC).

e |t removes the ability for industry to self-substantiate general health
claims.

e Any new food-health relationships will be required to be assessed as high
level health claims, requiring a significant investment in dollars and time.

e No reasons are given as to why reference cannot be made to other
jurisdictions to the EU — such as USA and Canada.

As currently written these provisions are more, rather than less, restrictive to what
has been previously proposed and therefore do not have our support.

3. RESPONSE TO QUESTIONS ON FOOD LABELLING DRIVERS

Not-withstanding the issues discussed in the previous section, Sugar Australia
supports the revised structure and drafting of the standard which is now more
readable and easier to interpret. By removing ambiguity it will reduce the legal
burden on industry to ensure that it is compliant and enable enforcing bodies to
apply the standard equitably.

We believe that the standard would benefit from making the following changes.
) Transitional Provisions.

With respect to the transitional provisions, we request that these be extended
from 2 to 4 years to minimize the cost burden of potential reformulation and pack
artwork changes




(i) Clause 15 — Comparative claims

We would like this provision to be extended so that comparisons can be made on
an equivalent volume basis as well as an equivalent weight basis.

Sugar Australia has developed an agglomerated sugar product that provides
consumers with a significant calorie reduction compared to regular sugar on an
equivalent volume basis (tsp. to tsp., cup to cup) and for an equivalent
sweetness. These benefits cannot be communicated though when the reference
is restricted to on “an equivalent weight basis”. Innovation is therefore being
stifled.

Sugar Australia is not aware of any credible studies that have established that
consumers are being misled by fat free and % fat free claims into purchasing
foods of a lower nutritional quality. We therefore question why these provisions
have been included in the latest draft of P293.

We are also very concerned with the underlying assumption that low-fat foods
must be high in sugar and higher sugar foods are inherently less healthy. The
body of credible scientific evidence does not support a link between sugar
intake and any dietary-related disease (obesity, diabetes) other than dental
caries. The argument therefore needs to be reframed along the lines of energy
density rather than sugatr.

While not a scientific study, we have undertaken an analysis of the new product
launches in the last 5 years with reduced/low/no-fat claims as reported in Mintel’'s
Global New Product Database. This analysis has shown:

e 2558 new product launches with relevant claims occurred in Australia and
NZ between March 2007 and March 2012.

e The number of products with reduced/low/no-fat claims declined
significantly in 2011 and if the QTR1 results for 2012 are extrapolated,
2012 is likely to be at a similar level (Figurel, Appendix 3). This does not
support accusations of a proliferation in such claims. Rather it suggests
that consumers are more becoming more interested in other health
benefits.




e The greater majority of fat-free claims occurred in dairy products followed
by bakery, sugar confectionery and prepared meals and meal replacers
(Figure 2, Appendix 3).

e Comparing reduced/low/no-fat variants with full fat versions within
these categories we found no or little increase in their overall energy
levels per 100g (Table 4, Appendix 4)

Collectively these observations suggest that the perception that consumers are
being misled is exactly that: a perception only that is not backed up by data.

requirements for fat-free and % fat-free claims)? Please give

reasons}

Sugar Australia strongly endorses maintenance of the status quo. Our reasons
are as follows:
e Unlike lactose-free and gluten-free claims which can have immediate
health considerations is misrepresented none exist for fat.

A voluntary industry code of practice such as CoOPONC is consistent with
the principle for proportionate response.

CoPONC has comprehensive provisions for making reduced/low/no fat
claims.

There is no evidence that CoPONC is failing to ensure accurate and
truthful claims.

In the event misleading claims are made these can be appropriately
addressed through consumer protection laws.

Q5. Please comment on the possible options for additional regulatory]
requirements for fat-free and % fat free claims (option 3) as follows:

° Which option do you support and why?

What is the appropriate sugar concentration threshold for options 3(b)
provide information and evidence to suppor

your suggested threshold value.

Are there other suitable options for additional regulatory requirements fo

at-free and % fat-free claims? Please describe.




Without conclusive evidence that a problem exists, such as a risk assessment
statement, Sugar Australia believes that discussion of additional regulatory
requirements is premature and should be considered as a separate proposal and
not an amendment to this current proposal.

4. IN CONCLUSION

We acknowledge that the P293 has been in development for 8 years and that this
is the 5™ draft. FSANZ, industry and other stakeholders have invested significant
energy and time on this proposal and there is a need to bring this work to a close.

However the latest drafting reads as “regulation by fatigue”. If gazetted in its
current form, the result will be a lose-lose outcome for all stakeholders.

The Sugar Industry strongly requests that FSANZ take the following points into
consideration when finalizing Standard 1.2.7.

e The absence of any credible studies that show a relationship between
sugar consumption and any disease state other than dental caries.

e The existence of more workable alternatives to the NPSC which will allow
the Sugar Industry to continue to bring to market “better-for-you” sugars
and sweeteners.

e The significant disincentives that the NPSC will create for the Sugar
Industry to continue to invest in research and development.

e The considerable costs that will accrue to industry — and ultimately
consumers — from implementing the standard.

e The limitations in requiring all food-health relationships to be pre-
approved.

e The absence of any evidence to support that greater regulation of fat-free
and %fat free claims requires stronger regulation than what is currently
provided through CoPONC and consumer protection laws.

Unless Proposal P293 is substantially redrafted to address these issues,
the Sugar Industry recommend that draft standard 1.2.7 be rejected by the
Forum.




Sugar Industry, would like to thank FSANZ for this further opportunity to provide
further input to Proposal P293 (Health, nutrition and related claims)

We would be pleased to provide additional information to support the review

process.

Yours sincerely,

Tim Hart
Chief Executive Officer
Sugar Australia Pty Ltd




Appendix 1: Feedback on the NPSC Provided in Past Submissig

Australia

The Sugar Industry wants to respond to the community’s interest in having
healthier food options. A range of “better for you” sugars and sugar blends have
been and are being developed, which address consumer concerns that sugar
represents “empty calories”. For example work is proceeding on:

- Sugars with a low glycemic index, such as LoGiCane™.

- Less refined sugars which retain important naturally occurring
macro-nutrients such as potassium, magnesium, calcium and
iron found in the sugar cane

- Sugar that provides a pro-biotic benefit

- A form of sugar that does not harm teeth

The use of the NPSC in P293 in its currently proposed form would prevent Sugar
Australia from communicating the benefits of these products in the form of
general level heath claims.

Why?

e Sugar and sugar-products fall within category 2. Under the threshold
levels for this category, sugar and sugar-products are NOT eligible to
make claims subject to the NPSC.

Table 1:

Baseline points — fruit & vegetable points — protein points — fiber points < 4

Baseline Average Saturated fatty Total Sodium

points energy acids (@) sugars (g) (mg)
content (kJ) | 100g/100ml 100g/100mI  100g/100ml
100g/100ml

1 > 335 >1 > 65 > 90

2 > 670 >2 >70 > 180

3 > 1005 >3 >75 > 270

4 > 1340 >4 > 80 > 360
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6 > 2010 >6 > 90 > 540
7 > 2345 >7 30
Score= 12 8 >8 >720
9 >9 > 3810
10 >10 > 900
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The NPSC assigns incremental base line points based on levels of total
energy, saturated fat, total sugars and sodium (“risk” nutrients”) in 100g of
the food with no regard to the manner in which the food is used or the
amounts normally consumed. The typical serve size of sugar is significant
less than 100g - a typical teaspoon such as used to sweeten a cup of
coffee or a bowl of cereal is between 3-5g.

How has this arisen?

Implicit within the NPSC is the erroneous assumption that all added
sugars are inherently “bad”. Other than the contribution that sugars
make to energy intake, there is no scientific evidence that sugar is
linked to any disease state other than dental caries.

In making this assessment it appears that only refined sucrose has been
considered. There are however a range of less refined sugars (raw sugar,
CSR’s new low Gl sugar LoGiCane™) and liquid sugars (golden syrup,
molasses) that are a source of vitamins and minerals in addition to
energy. Furthermore, the assumption that all added dietary sugars are
inherently negative ignores a range of newly developed calorific sugars,
such as trehalose and D-tagatose which offer substantiated health and
nutritional benefits, such as non-cariogenic and prebiotic properties.

There is also the assumption that cost effective alternatives to sugar for
use in processed foods available for food manufacturers to reformulate
out of sugar so that they do qualify to make claims. Sugar, as an
ingredient, performs a number of important roles other than sweetening: it
provides body, texture, colour and acts as a natural preservative. There
are no alternative low calorie sweeteners that perform all of these
functions. Consequently food manufacturers have to use combinations of
sweeteners which increase the cost of that food to consumers.
Furthermore there is opposition from a significant segment of consumers
to the use of “artificial” high intensity sweeteners in foods.




Table 2:

Comparison of the cost of total replacing sugar as an ingredient with sweeteners in_some
typical consumer applications.

Notes to chart.

Typical sugar Cost of Ingredient cost if
Product content sugar in replace sugar with % change
(Yowiw) formulation sweeteners
Carbonated beverage (330 ml) 12 $0.04 $0.10 + 250%
Flavoured milk drink (600ml) 10 $0.06 50.17 + 283%
Breakfast cereal (500g) 30 $0.15 $0.85 + 566%
Tomato sauce (500g) 25 $0.12 $0.71 + 591%
2L ice cream 16 $0.17 $1.00 + 588%

1. Analysis assumes 100% replacement of sugar

2. Alternative formulations have been designed to replace the mouthfeel, textural and preservative
properties that sugar gives the products as well as the sweetness. This requires the use of polyols such
as erythritol and sorbitol.

3. Analysis based on indicative list prices as of May 2011,

So what are the alternatives?

1. Sugars are not suited to category 2, which is intended for composite foods

(i.e. made from a mixture of ingredients) rather than single ingredient foods
which are used directly by consumers in small quantities when sweetening
hot beverages, cereals and in cooking and baking.

A sensible carve-out for sugar should be provided as was done for fats
and oils.

A more useful alternative would be to establish a new and separate NPC
category (category 4) for sugar products which permits a range of
responsible nutrient content and relevant general health claims. Under this
new “category 4 NPC”, permitted claims now allowed would be:

All nutrient content and nutrient function claims (including vitamin and
mineral claims subject to the provisions of Standard 1.3.2)
General health claims concerning energy.

This proposal fits within the framework established by FSANZ and will require
minimum redrafting to effect. Such a redraft would, however, need to be put
out for public consultation.

It is important to note that the industry has no desire or intention to position
sugar as a source of vitamins as for example, occurs with breakfast cereals.




We do however want the ability to make factual statements about our
products and to communicate the benefits of better for you products that we

develop.

° Alternatively consideration could be given to replacing category 2 with a
range of categories that set thresholds that are relevant to those categories
and which allow for “better-for-you” alternatives within category.

° Ultimately a co-regulatory approach, as outlined in the following figure,

would in our opinion provide the most workable structure.

Figure 1

Range of Regulatory
Approach

AFGC Code of
Mhm

Practice for Food

AFGC Code of
Practics for Food

Promotion/ FSC

Food Standards
Code - submit

approval

.-.. i

In conclusion:

Implementing punitive

labelling measures on sugar
containing sugar will therefore penalize the industry without achieving the

Conditions for use

muu

Plain English,
words in a non-misieading fashion.

dams  Scentficevidence  Display of DIG

Scientific evidence  Display of DIG

efficacy In the Labeiing
context of &

intended preventative health objectives

Sugar Australia therefore does NOT SUPPORT the application of the NPSC
to nutrient content and general health claims. The use of the NPSC as
currently structured they will prevent the Food Industry from developing
responsible new products that address consumer needs and which align

with public health policy goals.

and products
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Appendix 3: Analysis of Reduced-low-no fat claims
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Figure 1.

Number of Variants by Date Published and Claims
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Figure 2
Number of Variants by Date Published and Category
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