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Purpose

A lot has started to happen. Our last general report (5 July 2009) outlined the Group’s intentions. Since
then the Steering Group formed, we’ve produced a preliminary draft standard to govern marketing
claims for export manuka honey, and considered the type of umbrella body needed to enforce the code.
The Group decided to pursue coverage under the Horticulture Export Authority (HEA).

The primary purpose of this report is to explain why. Further information can be found on the websites:
http://www.hea.co.nz/ (HEA website, with information on other product groups)

http://franksogilvie.co.nz (a paper prepared for the Steering Group on the HEA).



http://www.hea.co.nz/
http://franksogilvie.co.nz/

Framework

After considering frameworks used by other industries, including horticulture, animal products and food
safety (NZFSA), the model that seemed to meet most of the requirements was that provided by the
Horticulture Export Authority (HEA). This model is used successfully by 11 product groups including
summerfruit, persimmons, nashi pear, blackcurrants, boysenberries, and kiwifruit to Australia.

The key reasons for preferring the HEA model are:
(a) It can give practical legal force to mandatory truth in labelling rules and common standards;

(b)  The industry can determine what those rules are, under a self-governing industry body;
(c)  The Authority is well respected , economical and responsive to industry preferences;

(d)  The enforcement mechanism is low cost and effective (loss of export licence);

(e) It can affect only export manuka honey.

The last point is important. The domestic honey industry includes hundreds of suppliers, many of whom
could take a long time to be persuaded, if at all, that they should be affected by rules required to
reinforce reputations and price premiums overseas. The HEA model, unlike models which would rely on
NZFSA enforcement avoids premature application to the wide range of honeys sold domestically under
the manuka description. Domestic sellers will be able to observe the operation of the Code to assess
whether Code benefits will outweigh any costs, for domestic sales.

As honey is not strictly a horticultural product, The HEA Act must be changed to allow the industry to
join.

HEA approval

On 30 October we wrote for the Steering Group to the Minister of Agriculture, the Hon David Carter.
We asked for an amendment to the Horticulture Export Authority Act 1987 to create an option for
manuka honey exports to come under the HEA regime. On 8 December the Minister agreed in principle.
But he wants evidence that the law change would not be wasted - to know that the industry is likely to
use the option before consuming official and Parliamentary time on the change. We must produce clear
evidence of the level of support from the industry before it goes to Cabinet early next year.

The last Steering Group meeting before Christmas will consider how best to establish that support. We
will consider a form recording supporter’s proportions of the estimated volume / value of manuka
honey exported.

From enquiries so far it seems that there may be some misconceptions about the proposal.
Misconceptions and questions

Fear: there will be a whole set of rules under the HEA Act on top of our RMP and Animal Products Act
rules?

Answer: The HEA regime is not a set of rules or procedures. There should be no doubling up of RMP or
other existing requirements. The new requirements will affect label claims. There can be as much or as
little as the product group decides. HEA is an umbrella body (with a staff of 2) that enables groups of
export producers to enforce the standards and strategies they decide on under the self-governing
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structure they decide. Customs officers enforce those standards and strategies by denying export
permission to non-complying exporters.

Question: Arewebei ng asked to sign up when we don’t

Answer: Please look at the report the Steering Group had, on the website mentioned on page one of
this Update. But you are not asked to sign up now. The committing decision time will be next year after
the law is changed, when you will be asked to support an application for an industry body to be
‘recognised’ as the self-governing body of the manuka honey product group for HEA Act purposes. The
need now is only to express support for a law change to create that choice. At the moment the industry
cannot apply to the HEA.

Question: Will the law change create pressure to catch all kinds of honey and bee products when only
manuka honey is the problem of the moment.

Answer: The law change simply permits producers and exporters to define a product group and to ask
for recognition under the HEA. There are other product groups operating under the HEA which cover
only the part of an industry that chose to join. The definition of the kinds of honeys that might form a
product group will be up to its producers and exporters at the time they want to create an export
strategy. The Steering Group has no interest in domestic sales, or non-manuka honey. We think it will
be strictly confined to export manuka because the Minister can not recognise a group if there is not
majority support. There is no point in the manuka group supporters trying to widen their group
definition if that means it catches lots of suppliers of honeys that don’t want to be in. Their opposition
could sink the scheme.

Question: If | say yes now, could | be stopped from changing my mind.

Answer: Supporting the proposal at this stage to get the option does not prevent anyone from changing
their mind, or expressing concern at a later stage. However, to be fair to the Minister and those putting
their time into this, if you express support you should have a reasonable expectation that you approve
of the proposal in principle.

Criticism: The Steering Group is an unrepresentative crowd pretending to speak for beekeepers. | just
want to sell my manuka honey for the best price. Who do they think they are?

Answer: The export licence will be required only by the exporter. See below for background to the
Steering Group.

Consultation on the HEA model

Before deciding to come under the HEA model the wider industry of manuka honey producers,
distributors, packers and exporters will be consulted. We expect it will take up to a year to get final
approval to come under the HEA model - plenty of time to consider the options and consult. This
progress report is aimed at informing you of what is happening. If there is enough initial support for the
Minister to go ahead with amending the HEA Act, the governance body expected to emerge from the
Steering Group would then arrange for consultation with the wider manuka honey industry. This will
involve contacting as many people in the industry as possible. We'll want them to know exactly what is
intended to gain their informed support. They’ll also need to understand the draft strategy the product
group develops for adoption to achieve the industry objectives.
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Please keep an eye out for these communications as it is important for the long-term success of the
industry. Please register your interest in being on a direct mailing list to Catherine Flowers at Franks &
Ogilvie.

Manuka Honey Steering Group & Background

The Manuka Honey Steering Group was initiated after industry members met in Parliament with

Ministers Carter and Wilkinson on the 23™ June 2009. That meeting discussed:

a) The need to restore the reputation for integrity of New Zealand manuka products exported
overseas; and

b) The damage by ambiguous labelling by exporters and distributors of manuka honey products with
no NPA and consumer confusion about competing standards.

It was designed to be small enough to expect decisions and participation from members, but large
enough to represent at least the sections of the manuka export industry that have been fighting each
other. Membership was later extended to substantial producers and exporters who asked to join, on
condition of a funding contribution.

The Group selected Stephen Franks as convener. Stephen Franks is a lawyer (partner at Franks &
Ogilvie), has previously been a member of Parliament and has hives on his manuka land, managed in a
commercial partnership with a full-time beekeeper. The Steering Group has met three times since with
the last meeting on the 20" October. Members of the Steering Group are listed in Appendix 1. Industry
members can contact any of the people listed with questions or comments regarding this report. If you
have comments you wish to go to all Group members send them to Stephen Franks or Pam McMillan.

At a meeting on 24 July the Steering Group agreed the industry would benefit from having a standing

structure or organisation to perform functions including the following:

(a)  Organising consultation on labelling standards.

(b)  To oversee the development of rating standards and tests for immediate application to restore a
basis for confidence in the integrity of permitted manuka honey marketing claims.

(c) Toinitiate standard setting for therapeutic characteristics newly made the subject of marketing
claims.

(d) Toinitiate or respond to circumstances prompting the amending of standards.

(e)  Encouraging proactive identification of issues affecting the actual or perceived honesty or
usefulness of marketing claims to manuka honey.

(f) Engaging independent experts to advise on or to resolve matters of contention in the industry
related to marketing claims.

(g)  Funding or procuring the funding for scientific or other research needed to establish the veracity
or reliability of marketing claims.

Manuka Code: Standard for claims of anti-microbial activity and rules restricting marketing claims

The Steering Group decided the highest priority should be a standard that included rules to stop
cheating in the marketing of manuka honey outside New Zealand. Some consider that it would remain
so long as the scientific knowledge was uncertain science. Others see standardised brand terms as the
solution. But most seem to agree that the key issue is how to enforce honesty in marketing, more than
how to define the terms.
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The second draft of the Code will go to the Steering Group for consideration this week. (The first draft
was called “Active Manuka Honey Standard 2009"7)

The draft code does not replace or over-ride existing measurement and rating schemes (the UMF

standard and MGO), or the new Molan Gold Standard. Its purposes are:

(a) To minimise the scope and the rewards for cheating in the marketing of manuka honey outside
New Zealand;

(b)  To establish binding rules to govern the entitlement to use marketing representations, that claim
or imply, directly or indirectly, health effects for export manuka honey (in the rules referred to as
‘the controlled terms”);

(c) To better enable government agencies and the industry collective to uphold the integrity of
marketing claims for manuka honey sold outside New Zealand, with enforcement action against
non-compliance with this standard.

The code is:

(a) To be science based;

(b)  To govern the marketing use of common expressions representing or inferring the presence of
bio-activity or active ingredients in manuka honey (included within references to the controlled
terms) to minimise the room for misrepresentation or confusion;

(c)  Torequire validated tests and assays by accredited laboratories to entitle exporters and their
permitted delegates to use the controlled terms.

(d)  To facilitate the approval of properly validated new tests and assays by accredited laboratories in
an evolution toward greater precision with more research;

(e)  To limit the risk that marketing uses of numbers which are or appear to be numerical ratings or
scales, are not confused with other rating scales used in relation to manuka honey (including the
scales associated with the UMF and MGO trademarks) so other rating terms too may be
controlled terms;

(f)  To minimise the room for confusion between claims to NPA effects of manuka honey, and other
attributes of honey (such as peroxide, anti-inflammatory or anti-oxidant effects);

(g) To prohibit the use of the controlled terms in relation to honeys where any otherwise qualifying
characteristics are achieved by adulteration, artificial fortification, excessive heating or any other
prohibited treatment or process;

(h)  To prohibit the use of the controlled terms in relation to honeys for which the qualifying
characteristics will not remain valid for their shelf life;

(i) To apply to any honey exported and sold or likely to be sold as New Zealand manuka honey;

(i4) To be suitable for application by NZFSA and other New Zealand and overseas agencies likely to be
involved in detection of false marketing or passing off and other enforcement activity;

(k)  To provide for future specification of assays for measuring qualifying characteristics presently
under-researched so that manuka honey remains true to label and that marketing claims are
honest [so far as they relate to concentrations or relative strengths of qualifying characteristics]
[despite incomplete scientific knowledge of the health or other effects of manuka honey with
those characteristics];

(n To restrict the use of some controlled terms to reduce the risk that they could be found to imply
more health giving reliability or potency than can fairly be demonstrated;

(m) To say who must demonstrate compliance with the appropriate assays; and

(n)  To stipulate safe harbour methods of demonstrating compliance with this standard.
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Development Committee

On 20 October the Steering Group supported the inclusion of a development committee as part of the
proposed industry body to finalise the code and oversee the updating of it. The objective is to have a
neutral committee, not swayed by factions or participants with strong opinions within the industry. It
might have a 50/50 mix of independent experts and industry members. This Committee would consult
with the wider industry on the draft code.

Rulings Panel

A Rulings Panel will also be established to interpret and apply the rules in the Manuka Code. The
Steering Group decided the members of this Panel should be entirely independent from any current
exporters. A paper authorising ways of appointing and removing members of these two bodies will be
presented to the Steering Group shortly. It is possible that the Disputes Panel under the Anti-
knocking/Truce Agreement (see later in this report) will evolve into the Panel under the Code.

Umbrella governance body

The Steering Group was always going to be a short-term group formed to get action. Short-term and
long-term strategies for the manuka honey industry will be needed. At a meeting on 4 September the
Steering Group agreed the industry would benefit from having a standing structure or organisation to
oversee the development and enforcement of standards and resolve matters of contention regarding
marketing claims. To move forward a governance body needs to be established to perform these
functions. Stephen Franks recommends a company as the most familiar and useful form of entity. It
happens also to be the form adopted by most recent product groups under the HEA. Accordingly NZ
Manuka Rules Limited has been registered. The Steering Group will need to decide whether to take it
over. If so they will recommend a constitution and Board selection process.

Laboratory ring testing

The Steering Group has commissioned LabChek, a specialist company from Hamilton, to organise a
comparative proficiency test among laboratories important to manuka honey exporters. The first round
of testing is expected to begin within five days of frozen samples being sent out at the end of January
2010. The first round will not result in identified labs having their results compared publicly (unless they
agree). Instead it is expected to show labs whether they are producing results inconsistent with others,
or of low reliability. That could result in some careful review by labs of their methods and standards.

Truce Agreement

At the meeting on 4 September the Steering Group considered a draft ‘Truce Agreement’ to prevent
‘knocking’ of competitors’ products in the market place. The objective is an interim understanding,
pending more permanent arrangements that would have exporters retrain from commenting adversely
on each other’s marketing claims and labels.

The quid pro quo is an understanding to avoid unsubstantiated claims (because any anti-knocking
agreement will have a short life if it is thought to be a free run for false marketing). An independent
panel under the agreement will rule on disputes. At the date of this report Comvita and 100% Pure New
Zealand Honey Limited have signed and others are expected over this week.

Non-members of the Steering Group are welcome to sign up. The agreement applies only between
parties. It does not stop a party knocking the claims of an exporter who has not signed, though they
should not knock claims if there will be an adverse effect on the industry generally.
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Appendix 1. Members of Steering Group

Name Company Phone Comments
Peter Bray Airborne Honey, Honey 03 324 3569
Packers
Wira Gardiner Honey business 027 436 2229
Pam Flack Arataki Hawkes Bay, 06 877 7300

Honey Packers

Russell Berry Arataki Rotorua, Honey 07 366 6111
Packers
Moira Haddrell Cambridge Bee Prods, 07 827 3286

Honey Packers

Graham Cammell Cammells Honey, AMHA, 09 275 6457
Honey Packers

Brett Hewlett Comvita Ltd, AMHA, 07 533 1426 | Nevin Amos is the alternate
Honey Packers

John Hartnell Hartnell & Assoc, Fed 03 349 5590
Farmers, honey business,
Honey Packers

Bill Floyd Floyd Marketing 07 856 8909 : For Waikato Link

Young Mee Yoon Honey NZ 021560254 | Greig Duncan is the alternate
Allen McCaw Honey Packers 03 417 7198

Steve Lyttle 100% Pure NZ Honey Co, 03 688 7150

AMHA, Honey Packers

Graeme Thomson Manuka Health Ltd, Honey | 07 870 6555

Packers
Jono Scarlett Watson & Son Ltd 027 212 1616
Stephen Franks Franks & Ogilvie 04 815 8033
Karyn Murray NZTE 09 302 5419
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Fraser Smith WaikatoLink 021476 864
Paul Bolger MAF 04 894 0412
Jim Sim NZFSA 04 894 2500
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