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Sustainable health and enhanced wellness¥s..naturally.

Our Mission

facilitating a change in emphasis in health policy from a disease care

model to one based on health and wellness.

ensuring all Australians have timely access to affordable, safe, high

quality and efficacious complementary medicines.

improving public health and wellbeing through education and

information on the use of complementary healthcare products.

supporting and enhancing a robust, vital and sustainable

complementary healthcare products industry.

forging alliances with government, media and consumers to ethically
and responsibly promote complementary healthcare products and their

value to the health and wellness of our community.
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If we wait for things to return to normal we will be waiting
for a very long time. The reality of modern living, with our
pace of change, results in "normal” being a situation that
can no longer be defined. Nowhere is this more apparent
than when trying to work through the ever changing

landscape that is the complementary medicine industry.

The past 12 months has once again thrown up a myriad of
challenges, changes and battles, some predictable but mo
arriving without warning. Many of these issues you as
members will not necessarily be aware of, and this is in fac
an indication that the Complementary Healthcare Council
(CHC) is performing its role. Namely, attending to the
"behind the scenes issues", which allows you to get on and

drive your businesses.

Uppermost amongst the list of issues that required
addressing was the planning towards the single agency to
be formed under Trans Tasman Harmonisation (TTH). Thi
project alone has consumed an inordinate amount of time
and resources over many years now. The Complementar
Healthcare Council has been represented on many
committees, ranging from a new advertising code and
structure to several technical committees that were
established to facilitate TTH becoming a reality. Of course
we now know that TTH has not eventuated and that the

scare mongering by a noisy minority on the other side of

the Tasman has had the effect they desired. In July 2007, t

NZ government decided not to proceed with TTH when it

became clear they lacked sufficient support for the bill.

The unfortunate reality of this is however, that by rejecting

reasonable model of regulation of product registration,

manufacture and promotion is to in fact reject the model

e Besielen & the Executive

that will give the industry credibility, a standing with medical
professionals and a defence against those who attempt to
shoot us down. It beggars belief that two countries as
closely aligned and culturally similar as Australia and New
Zealand, could not ultimately agree on a therapeutic
regulatory model which would allow ease of economic
access across the Tasman, and will result in the ongoing
situation of needless duplication both in industry and

government.

Much of our work is consumed with defending industry's
position against the reactions by regulators to one off issues.
The CHC maintains a consistent position that the regulation
of complementary healthcare products should be in line
with the low risk posed by them. We are currently arguing
against a warning statement on glucosamine deemed
necessary by the Therapeutic Goods Administration (TGA)
for people with a history of, or at risk of kidney disease. The
warning relates to the potassium content of that product,
when in fact there is more than double that amount of
potassium in a single banana. Itis hard to envisage a
situation where bananas are forced to have mandatory

labelling!

On a positive note, there have been some huge gains for our
industry this year and we anticipate drawing on the benefits
for many years to come. Itis pleasing to witness the
increasing funding for complementary medicines research

at a national level - both through the $5 million Nationall

Health and Medical Research (NHMRC) grants announced in
November 2006 and the establishment of a new National
Institute for Complementary Medicines (NICM) announced

in June 2007. Whilst we would all wish for far higher levels of
funding it is worth noting the activities which are now under

way.
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Through an NHMRC grant to the George Institute a study on

the Long term Evaluation of Glucosamine Sulphate (LEGS) as

used in Australia is being undertaken. Those of us in the
industry will know the huge difference this product can

make to the lives of our customers, and to have an Australian
trial verifying what we already know will be a great step

forward.

In another exciting development, a co-funded collaboration
between the Queensland Government, University of
Queensland, the CHC and Symbion Consumer a definitive

study will be conducted to establish the economic value

(pharmacoeconomics) of several complementary medicines.

The establishment by the government of NICM with over $4
million in government funding to set up a centre for the
coordination of research into complementary medicines is a
significant step forward in the development of our industry
in Australia. This centre, due in no small part to years of
persistent lobbying of the government by the CHC and the
development of our position paper, will provide the seed for
an ever increasing level of clinical evidence to support our
products. In order to ensure this occurs it is critical both that
members make optimum use of the centre to develop
clinical data and that governments commit to the funding of
NICM in the long term. The CHC has actively sought
guarantees from both the current Government and the

opposition that funding will be maintained and even extendel.

The CHC also undertook various activities in support of
individual members who had issues and problems around
regulation of their products. This took the form of either the
provision of detailed technical or other advice, making
representations on their behalf to the regulator or
sometimes simply putting them in touch with someone with

the expertise to work with them on their problems.

We wish to convey our thanks to the hard working CHC
secretariat. Without their efforts the many tasks required of
us would not get done. In a small office as ours, staff are
often required to leave their own work to assist others and
undertake tasks that were never envisaged as part of their
job description. Our people are always ready to help out.
Without their commitment, their flexibility and their
expertise we simply could not get through the amount and
complexity of work that we have to, in order to support this

great industry. Great work everyone!

Steven Mann Dr.Tony Lewis

President Executive Director



Advancing Industry Sustainability....

Contributing to the development of TTH was a major focus for the Complementary Healthcare Council
during the year. A great deal of effort was expended this year by both the CHC secretariat and members,
particularly members of TASC and its working groups, in dealing with the myriad of tasks and numerous
consultations, including preparing over 20 industry submissions, necessary to progress harmonisation.

In April 2007 the CHC was pleased to be able to present our submission in response to the proposed NZ
Therapeutic Products and Medicines Bill in person to the NZ parliamentary Select Committee and answer their
questions.

The CHC's position, endorsed by the Board, has continued to be conditional support for TTH. The CHC strongly
advocated the need for substantial regulatory reform, including in relation to the 100% cost recovery policy, to
remove the current impediments to industry efficiency, competition, innovation, international competitiveness and
consumer access to affordable and safe medicines. Specifically, the CHC proposed a streamed sector specific risk
management approach with co-regulation being used wherever practical and applicable.

CMIRG, of which the CHC is a member, was set up to oversee the implementation of those recommendations
made by the Expert Committee on Complementary Medicines in the Australian Health System which were
accepted by the Government. Progress continues to be made and in fact the provision of funding dedicated to
complementary medicine research was just one of a number of positive outcomes for the industry. In particular,
there was a stakeholder meeting at the offices of the National Prescribing Service (NPS) to develop means to
determine the information needs of consumers and healthcare professionals about complementary medicines.

This project, which was set up to implement recommendation 25 of the Expert Committee's report will be run by the
NPS and is expected to deliver information which will enable appropriate communication strategies to be
developed and implemented. Draft questionnaires will be prepared and reviewed prior to distribution to
practitioners, retailers and consumers.

The Office of Complementary Medicine/Industry Consultative Committee has continued to meet on a regular basis
to discuss issues relating to standards which are applicable for the industry. A substantial volume of work relating to
Joint Agency standards and the Therapeutic Goods Administration (TGA) has been completed by this committee.
The CHC plays a leading role in the completion of the committee work and the regulator relies heavily on our
access to the many sectors of the industry.

Following a great collaborative effort by the CHC and interested industry members, enhanced or concentrated fish
oils were approved by the TGA for use in listed medicines. This represented a very significant gain for our
members being a new ingredient that allowed for product development and an increased range of products for
consumers.



Key activities for 2006-2007

In August 2006, the CHC organized a Leaders of Industry meeting in Sydney. The CHC has long argued for the
need for a forum of this kind and arranged this special meeting so that politicians and regulators could better
understand the major issues causing concern to industry.

The Parliamentary Secretary, Christopher Pyne, attended together with senior representatives from the TGA ,
the Department of Industry Tourism and Resources and a representative from Medsafe, NZ.

Industry members from the various different sectors of the complementary medicines industry made
presentations detailing not only the problems facing their particular sector but they also took the opportunity to
propose solutions. Steep increases in fees and charges, but more importantly the high costs of compliance
brought about by regulation based on risk elimination rather than appropriate risk management, were identified
as critical issues. Other issues included the disproportionately low representation of complementary medicine
expertise on committees making decisions which affect the industry as well as a potentially serious challenge
posed by a Food Standards Australia New Zealand (FSANZ) move towards health and nutritional claims for
foods.

An outcome of the meeting was agreement that Ausindustry would liaise with the CHC to explore opportunities
for assistance to the complementary medicine industry. Consequently, a roundtable between industry and
Ausindustry was held in Canberra 1 December 2006. The meeting identified that current guidelines for
Research and Development tax concessions did not account for complementary medicines. The CHC has
continued to collaborate with Ausindustry to address this issue.

The Complementary Healthcare Council also contributed to regulatory developments in the area of foods
through representation on the FSANZ Fortification Standards Development Advisory Committee and industry
forums as well as preparing a number of industry submissions in response to consultations on standards
development relating to health claims, mandatory fortification (including folic acid) and policy on the Addition to
Food of Substances other than Vitamins and Minerals.

The CHC's submission on the mandatory fortification of bread making flour with folic acid argued that a
sufficient case for mandatory fortification of bread making flour had not been established. We also wrote to the
Food Ministerial Council outlining our concerns. In particular, the inadequate attention given to the importance
of continuing health education information to advise women to take folic acid supplements. We also argued that
any monitoring program must also include monitoring of supplement use as the effectiveness of the fortification
program cannot be assessed without knowledge of other matters impacting consumer health status.

It has been one of the busiest years ever for the advertising services section with more submissions for
approval received up to end June 2007 than in any previous year. This work was undertaken alongside a huge
amount of effort put into the Trans Tasman process.

We have also made plans to issue advertising approvals electronically, through the introduction of a major
hardware/software upgrade. This means that approvals will be issued more efficiently direct to the inbox, they
will be more readable and easier to circulate, re-access and store.

This year saw an ongoing campaign by several consumer groups and others to discredit complementary
weight loss products and their advertising. The CHC worked with a number of members to submit a proposal
to assist the TGA in the development of guidelines for the levels of evidence for weight loss products. The
TGA is presently waiting on the report of an expert committee. It is anticipated this will be available by the end
of 2007.



Advocating Appropriate Risk Management....

As a result of the death of a child following ingestion of slow release potassium chloride tablets, the National Drugs
and Poisons Scheduling Committee (NDPSC) proposed that all therapeutic goods containing potassium chloride
above 100mg per dose be rescheduled to prescription only (S4).

If implemented, this proposal would have seen glucosamine sulphate-potassium chloride complex, which is a
principle product for the management of osteoarthritis being scheduled prescription only.

Risk profiling coordinated by the CHC indicated there was an extremely low risk factor for accidental poisoning or
even harm from glucosamine sulphate-potassium chloride complex products. Profiling reinforced the need for a
common sense approach and the application of sound risk analysis to health and safety issues.

As a result of our submissions, the scheduling committee recommended not to restrict the supply of these products
in the market place but rather, proposed a mandatory warning statement on all products containing potassium
chloride including relevant glucosamine complexes.

The CHC does not support the required warning statement in the form proposed and continues to lobby for more
appropriate advice for consumers.

Similarly, a proposed warning statement for Black Cohosh alerting consumers to potential risks was not supported
by the CHC as we believe it will create undue alarm by encouraging the community to unnecessarily self diagnose
a serious disease. The CHC supports an appropriately risk-based warning statement on therapeutic goods
containing Black Cohosh.

Ban on Endorsement of Products by Healthcare Professionals

A disappointment for the Complementary Healthcare Council and our members was a sudden announcement by
the former Parliamentary Secretary for Health, Christopher Pyne, to disallow endorsement of therapeutic goods by
healthcare professionals.

Whilst the decision appears to be motivated by pressure from the Australian Medical Association to prevent doctors
endorsing therapeutic goods, no evidence whatsoever was produced to indicate that endorsement by any
healthcare professional had an adverse impact on consumers nor that it had an inappropriate influence on
consumers. The CHC did not believe it was at all logical to make such a radical and sweeping change that also
disallows endorsements by complementary medicine practitioners, particularly when no specific issues with the
latter had been raised.

The CHC fought strongly against this and raised concerns with government about the lack of consultation in
arriving at the decision. Unfortunately, the Parliamentary Secretary was adamant the ban would remain but the
CHC succeeded in negotiating a reasonable period of grace for affected advertisers.



2006-2007

Supporting Retailers....

During the year the CHC continued to provide current and valuable information to the retail members regarding
products and issues surrounding those products both within the health industry and at store level. The CHC has
been actively encouraging all members and their staff to participate in the education programs that are available to
increase our professional image in the eyes of the consumer. This provides us with an edge over the supermarkets
etc.

The CHC has been able to negotiate commercial arrangements with several companies that are offering special
rates to our members. We value their services and ask that you consider using them in the future.

The CHC has tackled and made a substantial difference on many issues that would have directly and negatively
impacted upon the sales figures of retailers including glucosamine, fish oils, folic acid, antioxidants and Black
Cohosh to name a few. Much of this work is not seen by the retailer but the impact would have been devastating if
not addressed.

In the past year, the CHC employed a Field Officer for two ten week periods. This provided an excellent
opportunity to put a face to the CHC out in the retail sector. The work of the Field Officer enabled us to increase
the number of members in our retail division, thereby increasing our lobbying power at various levels. It also
provided retail members with a chance to feed back critical information as well as assisting the CHC to identify
potential growth areas which we look forward to further developing.

A new Retail Manager, Suzi Smith will be appointed next year following the departure of John Pye who resigned
due to his shop commitments. John was an instrumental force in implementing a number of new initiatives to all
the retailers as well as establishing the Retail Division of the CHC. We also farewelled one of our longest serving
Retail Advisory Council (RAC) members, Jan Blakeney, who has retired. Jan's contribution to the CHC and the
industry was both immense and invaluable. We take this opportunity to recognize her professionalism, her passion
and her determination. The CHC thanks both John and Jan for all their work in the past and wishes them well for
the future.

Creating Export Opportunities....

The Complementary Healthcare Council led the way in the development of an Austrade DVD to support and
promote Australian made therapeutic goods and contract manufacturers in the international markets. The DVD
is used as a selling tool in all Austrade offices around the world and an Australian contract manufacturers' web
portal has just been released to promote Australia's capabilities to international audiences.

The CHC also featured prominently in the Australian Natural Healthcare Directory which is a reference tool
aimed at overseas businesses interested in Australia's natural healthcare industry.

The CHC has provided the regulator with substantial information on obstacles to export from Australia and we
are hopeful that our continued lobbying will open the door for greater opportunity for Australian sponsors so that
they can expand their businesses.




Advancing Economic Research in Support of Complementary He althcare Products...

Health Economic Study

A major highlight for the Complementary Healthcare Council this year has been the announcement of a $300,000
health economic study designed to demonstrate the importance of investment in preventative and cost effective
health strategies to reduce growing healthcare expenditure.

Titled SEARCH (Scholarship for Economic Analysis and Research in Complementary Health), the study will likely
provide all members of the complementary healthcare industry with data to build a sound economic rationale to
lobby the Government for greater levels of investment in the complementary medicines sector. Having politically,
economically and socially sound health economic modelling will also inform the development of health policy.

The initiative is being supported by the QLD Government, University of Queensland, Symbion Consumer and the
Complementary Healthcare Council.

Promoting and Defending Industry Issues....

The Complementary Healthcare Council continued to promote awareness of complementary healthcare products
amongst members and the community. We also sought to defend key principles, counter bias in research analysis
and challenge inaccurate reporting in the media where possible.

The biggest issue we dealt with during the last period was the meta analysis reported in the February JAMA which
concluded that use of antioxidants vitamins A, C and E, and betacarotene and selenium may result in increased
mortality. This was a major issue for the industry as the media published alarmist headlines nationwide. The CHC
prepared a number of media releases and also conducted several interviews to help allay any fears that may have
developed amongst consumers who regularly use these supplements. Along with many academics, the CHC had
serious concerns about the flaws in the methodology used by the researchers and we also questioned the
applicability of the findings to the Australian context.

Countering negative reporting based on an inadequate analysis of the data is inevitably challenging, and we thank
those members who routinely assist us with the provision of timely and relevant information in the collation of our
responses.



Key activities for 2006-2007

Promoting Professional Standards ...

The Sponsors' Obligations Conference (SOC) was held in Brisbane 28-29 March 2007. The focus was on
"Research, Innovation and Opportunity” and attracted speakers, regulators and participants from both here and
overseas.

The CHC believes our objective of building the reputation of the Australian complementary healthcare industry on
the international stage was more than met and we look forward to further engagement and opportunities for our
members as a result.

Post SOC, the CHC hosted visits for several of the overseas regulators to research facilities, manufacturing plants
and other operations in Sydney. This provided them with an excellent insight into domestic complementary
healthcare products management.

Activities for the year

Adherence to the Code of Practice for the Marketing of Complementary Helathcare and Healthfood Products
Report 2006-2007 (Code) is a mandatory requirement of CHC membership. Non-members are invited and
encouraged to accept and abide by the Code. A review of the Code was initiated during the year and it is expected
that a revised Code will be adopted in 2007/2008.

Complaints resolution

The Complaints Resolution Committee (CRC) is established under the Code to consider complaints about
advertising material for complementary healthcare products. The CHC acknowledges and extends it's appreciation
to the TGA for its continued support of the CRC.

The Complaints Resolution Committee (CRC) met on five occasions: July, October, February, April and June.

Total Complaints against Complaints against
CHC Members Non-CHC Members
Financial Year 2006/07 2005/06 = 2004/05 2006/07 | 2005/06 2004/05| 2006/07 2005/06 | 2004/05
No. Complaints Received 35 43 50 9 10 16 26 33 34
*

Resolved Satisfactorily 35 37 49
Multiple Complaints 1 6 5 2 3 1 1 3 4 1
Forwarded to TGA 2 5 14 9 0 0 0 5 14 9
Referred to CRP 3 4 6 2 2 0 1 2 6

* One formal appeal against a CRC determination was lodged and subsequently withdrawn.

1 No. companies against which more than one complaint was received.

2 As per Code of Practice clause 8.4.4 where a complaint received involves risk to public safety or the therapeutic good has not been included in the
Australian Register of Therapeutic Goods.

* Complaint Referred = to Therapeutic Goods Administration or
Complaints Resolution Panel.

Einancialhear 2006/07  2005/06 2004/05 | Decision Waived = Sponsor action taken prior to CRC meeting
obviated need for CRC decision.

Total

Complaint Substantiated 85 43 50
Totals reflect that some complaints had more than one outcome (eg
Complaint NOT Substantiated 35 37 49 were substantiated and referred, or some matters of the
. o . * complaint were upheld and other not upheld, or additional 10
Complaint Referred or Decision Waived 6 5 2

breaches were identified by CRC).






The Community

As the peak industry association and in support of the Wellness Approach, we are driven by our resolve to ensure
the broadest provision of high quality, low risk, affordable and efficacious complementary health products to the
community.

The CHC will continue to promote the benefits of our products and lobby for regulation appropriate for the low
risk posed by them so that consumers can take responsibility for better managing their own health by having
access to a wide product range.

In our efforts to develop and increase consumer awareness and confidence in these products, we will actively
seek to widely promote core information about the benefits of complementary health products, their role in
wellness and their relatively low risk.

The Government and Regulators
In our dealing with the Government we will strongly argue for the adoption of initiatives in support of the
Wellness paradigm.

Our work with the regulators is also pivotal to ensuring that consumers can access the benefits of
complementary medicines. Given their low risk nature compared to OTC's and prescription medicines, they
require a regulatory environment which is appropriate. The CHC believes the current complexity and level of
standards required of the regulatory environment, increases the cost of compliance to industry and hence results
in unnecessary costs for the consumer without delivering any additional safety or other benefits.

We seek to address these concerns.

Our Members

We believe if we make the supply of high quality, low risk, affordable and efficacious complementary health
products to consumers our highest priority and we work with Government and the regulators to achieve this, our
members will ultimately benefit.

However, for the CHC to represent the industry to consumers, politicians and government and the media, it must
be recognised by each of those stakeholders as the peak body. A large membership base indicates to all external
parties that we have influence and therefore, servicing, maintaining and growing our membership must always

be a priority.

A dynamic membership not only ensures that adequate funds are available to pay for what has to be done, it also
confirms that the CHC is accepted by industry itself as the premier body most qualified to represent industry's

interests.

We fully intend to ensure the needs of existing members are met and that that our successes are widely
communicated to members and potential members both.

A copy of the strategic plan is available on request.
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| am pleased to report that the year ending 30 June 2007 was another financially successful year for
the Complementary Healthcare Council (CHC). During that year the CHC achieved a net profit of
$117,732, on top of a record profit of $309,609, achieved in 2005/06.

The CHC®s encouraging financial result reflects prudent financial management by the CHC

management and the ongoing financial support of our members.

Overall, there was a decline of 8% in CHC income in 2006/07. Increases in revenues from
advertising clearance and the Sponsors© Obligations Conferences (SOCs) were, however,
overshadowed by the decline in membership income from $1.24 million in 2005/06 to $1.06 in
2006/07(-14.5%). This partly reflects the increasing consolidation of the industry and the
consequent loss of members. This decline, despite the strong growth of the Complementary
Healthcare industry, is of concern. Membership income in future years, will need to be increased in
order to ensure the longer term financial stability of the CHC and the provision of appropriate

services to our members.

In 2006/07 there was only a slight increase in total CHC expenses (4.1%) to $1.35 million which
mostly reflected the anticipated growth of overhead expenses. Salaries and wages (excluding
benefits), which accounted for 47.8% of total CHC expenses, declined by 6.1% in 2006/07. Keeping
CHC expenses at low levels was again a priority of the CHC management. This is because of the
uncertainty associated with future membership income, the loss of income from the Expo, and

declining income from SOCs.

Implementation of efficiency initiatives continued in 2006/07 highlighted by the introduction of a
new membership system, restructuring of our accounts and greater emphasis on strengthening

internal controls and procedures.

Overall, as Treasurer of the CHC | feel privileged to report that total equity (member funds)
increased from $395,991 in 2005/06 to a record $502,377 in 2006/07. This cements CHC as a
financially healthy organization and provides a financial cushion to deal with any future

unexpected challenges.
Finally, | would like to thank the Executive Director, Tony Lewis and the Finance Committee for their
hard work over the last year and also take the opportunity to welcome Jen Kilgariff to the position

of Finance and Administration Manager.

The CHC®s audited financial statements for 2006/07 can be viewesdvalv.chc.org.au.

Chris Karabalis, Treasurer



Congratulations to the 2006 Complementary Healthcare Council Industry Awards Winners

The CHC's Annual Industry Awards took place on Friday, July 21st 2006 at Doltone House in Sydney. The
night was a great success with attendance totaling 170. The CHC Executive and the Board wish to
congratulate our 2006 winners on their achievement.Your success is an encouragement to all of us in the
industry.

On the night, the CHC also acknowledged the long-term commitment to the industry of Geoff Steinicke of
Melrose Health in Victoria.
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