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The CHAIR — | declare open the Public Accounts and Estimates Committee hearings on the 2005-06
budget estimates for the agricultural portfolio. Welcome to the Honourable Bob Cameron, Minister for Agriculture;
Mr Peter Harris, Secretary of the Department of Primary Industries; and Mr Dale Seymour, deputy secretary;

Dr Bruce Kefford, deputy secretary, regional services and agriculture; Mr Shaun Condron, chief financia officer,
Department of Primary Industries; Dr Peter Appleford, executive director, Fisheries Victoria; Dr C. Noble,
executive director, Primary Industries Research Victoria, departmental officers; members of the public and media

In accordance with the guiddlines for public hearings | remind members of the public they cannot participate in the
committee proceedings. Only officers of the PAEC secretariat are to gpproach PAEC members. Departmental
officers, asrequested by the minister or the minister’ s acting chief-of-staff, can approach the table during the
hearings. Members of the media are a so requested to observe the guidelines for filming or recording proceedings
in the Legidative Council committee room.

All evidence taken by this committee is taken under the provisions of the Parliamentary Committee Act andis
protected from judicia review. However, any comments made outside the precincts of the hearing are not protected
by parliamentary privilege. All evidencetoday is being recorded and witnesses will be provided with proof
versions early next week. Could those present with mobile phones check that they are switched off and any pagers
areturned to silent. | will now pass on to you, Miniter, to give an up to 10 minutes presentation.

Mr CAMERON — Thank you, Chair, and committee members. | have alittle bit of adide show to start
the afternoon off with. Wewill go to thefirst one.

Over heads shown.

Mr CAMERON — We have anatural resource basein Victoriawhich DPI likesto enhance and
obviously we want to do that to make sure we have sustainable agriculture or sustainable fisheries. We also want to
make sure that we are able, as a date, to take advantage of that. That occurs through direct contributionsto the
economy, through the processing and manufacturing of primary products and a so by exports.

In February 2005 there were 82 000 people employed directly in agriculture, fishing and forestry in Victoria— that
isabout 3.3 per cent of the work force. In addition another 98 000 people were employed in directly related
manufacturing industries— that might be, for example, dairy factories— making asignificant contribution to
Victoria s economy and communities. For example, the report of the national recreation and indigenous fishing
survey — if you just go to the dide with the subheading ‘ Natural resource base’ — in relation to fisheriesfor
recreational purposesindicates that Victorian recreationd fishers spend an estimated $396 million ayear on
fishing-related equipment and activities. That might be travelling, it might be staying overnight, but it is around
$400 million.

Employment rates in food, beverage and tobacco manufacturing have been increasing, with around 60 000 people
employed in Victoriain February 2005, and that equates to over 30 per cent of employment in these industries
Audtrdiawide; so we have captured agood dice of the national market. This graph showstheincreasein the gross
value of agricultura commodities produced in Victoria over recent years. You will seetheat it was at $6.3 billionin
1998-99; itisat $8.7 billion in 2002-03, an increase of $2.3 billion or 38 per cent over that period. The key
commodities that made up thisimpressive figure are crops, grains, livestock, dairy products and wool.

This dide shows the preliminary valuesfor the production of agricultural commodities by state in the year 2003—
04. Asyou can see, for thefirst time ever Victoriais now the leading agricultural producer within Australia, with a
value higher than in New South Wales; and we have been closing the gap on New South Wales over the years.
New South Walesis coming out of the 2002—03 drought alot slower and we were able to nudge ahead.

Going to the next dide we see that under the Bracks government Victoriais not only the largest
agriculture-producing date, it isthe largest exporter of food and fibre; accounting for 26 per cent of those
Austraian exports. The value of the food and fibre exportsis $6.8 billion in 2004, an increase of 19 per cent from
2003. Again, that was coming out of avery difficult 2002. Over the last seven years the value of these exports from
Victoriahasincreased at therate of 3 per cent.

Dairy was Hill the largest export industry within Victoriain 2004, accounting for 29 per cent of al Victorian
exports. The other major industry contributors are meat, grain and wool. Australian dairy exports were worth
$2.3 hillion and Victoriamakes up 85 per cent of those Austrdian exports. Victoriaremained the largest exporter
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by value of dairy products, followed by Tasmania, then New South Wales. The mgjor dairy products exported from
Victoriaare powdered milk, cream and cheese, and over the last seven yearsthe Victorian dairy industry has
experienced upward growth.

Going to the next dide, which is about output structure change, we see that over thelast 12 months DPI has
reviewed and reformed its output structure to ensure that it clearly describes the department’ s key activities and
services and it reflects the outputs delivered on behalf of the government. In doing so it has shifted the emphasis
from describing sectoral funding to analysing and offering for future scrutiny, including by the PAEC, the suite of
services that government funding purchases from DPI. The former output structure was the culmination of many
years of structural change within government and did not accurately reflect the new department’ s operations.

The new structure reflects activities rather than industry sectors and is grouped into four new outputs under one
output group covering the sustainable development of primary industries. Each of these new outputs covers more
than one of the industry sectors serviced by DPI asthey instead focus on key service delivery areas. The new
structure will enable the department to more clearly explain itsrole in delivering servicesrelated to primary
industries.

The table on the next dide shows the budgeted output costs for the Department of Primary Industries under the
revised output structure. The budgeted and expected annual output costs for 2004-05 have also been converted into
the revised structure for comparative purposes. As| mentioned earlier on, however, these outputs include the
resources portfolio output costs as well asthe costs for the agriculture portfolio. Asyou can see, the government is
continuing to invest strongly in the sustainable development of Victorid s primary industries, with a2.5 per cent
increase in budgeted outcome costs from 2004-05 to the 2005-06 financial year, and that includes initiatives as
well asindexation.

The next dide relates to primary industry policy, which improves investment in and the protection of Victorid s
primary industries. In 2003-04 Victoria s milk production was vaued a around $1.7 billion, representing more
than 61 per cent of total Australian production. Victorian meat exports were vaued at $1.3 billion in 2004, an

increase of 12 per cent from 2003. The US, Japan and South Koreawere Victoria s mgjor meat export markets.

Grain exports were valued at $1 billion in 2004, a huge increase of 132 per cent from 2003. Whesat was the most
valuable grain commoadity exported from Victoriain 2004, accounting for 63 per cent of al grain exports. Victorian
agreement to the national emergency plant pest response deed has been formalised. This deed isdesigned to
improve exotic plant pest emergency response and eradication capability.

I go now to the dide relating to the regulation and compliance output, which represents DPI’ swork to regulate
natural resource use in the public interest and protect Victorid s primary industries for long-term sustainability.
Education, deterrents and other proactive approaches are akey factor in encouraging best-practice behaviours. A
part of the aim of this output isto ensure compliance to reduce the risks from plant and animal pests and diseases.
This, aswell as building and maintaining an emergency response capability, ensuresthe quality and safety of
Victorid s plants and animals and alows Victorians to be confident that the food they eat is clean and green.

An important example of successin this areawas seen when DPI obtained internationa recognition for freedom
from citrus canker, which was detected in Queendand in 2004, for Victorian citrus following completion of a
statewide survey, where no disease was detected. Obvioudy you have to go to quite a bit of work to show that you
have no disease, which isimportant for export reasons.

| turn to the next dide. DPI isaleader in strategic and applied scientific research. It is appropriate that the output
gructure reflects this. That includes new technologies, but aso new practices, products and production systems. |
am sure some of that will come up during the presentation.

The next dide relates to sustainabl e practice change. That is about the facilitation and adoption of new practices
along the value chain and the creation of incentives for best practice. Clearly you will see some of the highlights
there, but that is very important if we are going to adapt and change so we can continue to get the best out of our
natural resource base.

The next dide relates to budget initiativesin relation to biosecurity. There are two partsthere: oneis additional
biosecurity officers; but there is $5.8 million to facilitate the establishment of anational biosecurity centre. We
want to do feasibility studies around that in the coming year. That will involve parthers coming in if that isto go
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ahead, but that isto increase our R & D and biosecurity capacity. We are trying to take the nationa lead there.
Thereisaneed for it, and we think that can work for al parties, including the federal government.

Thelagt diderelatesto the Melbourne Markets. Last week we announced that we wanted to move the Melbourne

Markets to Epping. There had been some conjecture over where it would be, but we want to do that so we can see

the markets continue to grow. They have been growing substantialy, and there is no reason to expect that they will
not continue to grow substantialy.

The CHAIR — Minister, | would like to take you to your fisheries enforcement. Y ou made reference to
that in one of the dides. Obvioudly it isrealy important to have regulation and compliance measures for the
protection of our fisheries stock. | am particularly interested in how you achieve your performance measures in that
regard. Could you run us through that, and whether it has been successful to date?

Mr CAMERON — | will take you through some of these, and then | might get Dr Peter Appleford, who
isthe head of Fisheries Victorig, to take it from there. Obviousy enforcement isakey part of fisheries. For
example, fisheries theft can undermine fisheries, and of course we have avested interest to make sure that that
enforcement continues appropriately.

| take the abaone industry as an example. The value of the abalone industry is equal to the value of al the other
fish and things that might come out of the seain Victoria. South-eastern Austrdiaisthe last sustainable wild-catch
abalone areaiin the world. Everywhere else in the world they have fallen apart because they have been overfished,
and part of that has been to do with theft of abalone. In South Africathey ill have awild-catch industry, whichis
falling apart as we speak essentialy because of theft and organised crime, so we have to protect our fishery.

Part of that is about catching people in the water, and part of that is aso about deterrence downstream. Fisheries
Victoria has gone through an exercise in the last year called Operation Black Ice, and that has just culminated; it
has been working off intelligence that has been obtained. Just today and in the last couple of days 7 people have
been arrested and charged with 36 offences of trafficking in abalone; 17 people were charged on summons; a
company isto be charged on summons; a vehicle was se zed; 458 kilograms of aba one meat was seized; and
processing and freezer equipment was seized; and we will also be pursuing the proceeds of crime. What that has
been about isaiming at the downstream market. Abalone has to be sold somewhere, but it has been aiming at
restaurants where illegal abalone has been sold, so it istrying to make sure there are not markets. Thisis something
that constantly hasto be done. | invite Dr Appleford to discuss the output group more broadly.

Dr APPLEFORD — A number of performance measures have been indicated in the budget that relate to
fisheries per se. Thefirst oneisthe number of fisheries compliance strategies that are implemented. We develop
fisheries compliance strategies to ensure that we target our effort. We have limited resources, and we need to make
sure we get the best possible result from those resources that we have. So we develop defined strategies, oftenin
consultation with stakeholdersfor key fisheries such as aba one. When we devel op those strategies we then need to
ensure that they are implemented. So we have anumber of strategies that we wish to develop and implement in any
particular year, and we implement those strategies to ensure we get the maximum effect at the end of the day.

Those strategies are supported by the resources that we get. They have had a significant funding increase over the
past few years with the implementation of the marine parks initiative. That has enabled usto put on an additional
21 fisheries officers and 3 regionally based fisheries investigators. In combination with the 24-hours-a-day,
7-days-a-week fisheries reporting hotline that the public usesto report fisheries activity that they see as suspicious,
this has allowed usto increase the number of prosecutions and the number of PIN-able offences that have been
recorded over thelast 12-month period by 40 per cent and 30 per cent respectively.

The 13FISH reporting hotline has resulted in the first 18 monthsin 1355 calls, and those calls that could not be
responded to initialy provided information that then gave us the intelligence to provide planned operationsin
regard to fisheries activities.

We aim to enhance and maintain the levels of community compliance to achieve sustainability within the fisheries
resource and/or area. We aim to maintain that at above 90 per cent. The reason we have a performance measure
above 90 per cent isthat we need to ensure that we target compliance activity where there is acompliance issue.
We do not wish to target compliance activity where there is aready ahigh level of compliance, soif you have

99 per cent compliance there is no point in targeting va uable resources to that area. So we target that.
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We also maintain levels of compliance to ensure sustainability of priority fish species, and we also have atarget
measure of greater than 90 per cent. Again priority species are the valuable species. At present they are the abalone
and rock lobster, both of which have quotas, which is the amount of fish that aparticular licence-holder can take
per year. Because of the value thereis often quite alot of organised illegal activity associated with those species.
Again for that reason we have a separate performance measure to ensure that we maintain the sustainability of
those stocks, and those stocks are generally very susceptible to overfishing.

The CHAIR — Thank you very much for that comprehensive answer. Y ou may wish to assist Hansard
with the copy of what you have just provided.

Mr RICH-PHILLIPS— Minister, | would like to ask you about the showgrounds redevelopment. The
budget provides only $7.9 million in the year after next for decontamination works. What is the government’ stotal
capital commitment to that project? And given that, | understand, the demalition works have aready started on that
Site, has the government reached a contractual agreement with the Royal Agricultural Society for that
redevel opment? Have you actually signed a contract?

Mr CAMERON — The RAS and ourselves are in agreement. We have in fact formed ajoint venture. In
relation to the funding, you have referred to $7.9 million — | will just ask Shaun: the 101 appearsin the earlier
budget papers?

Mr CONDRON — Yes, that is correct.

Mr CAMERON — Thereis another 100.7 in the end, which was announced earlier on and which will be
in earlier budget papers.

Mr RICH-PHILLIPS— Inréation to thejoint venture with RAS, you said you were in agreement, have
you actualy signed a contract with the RAS?

Mr CAMERON — With the RAS?
Mr RICH-PHILLIPS— Yes.
Mr CAMERON — Yes.

Mr SEYMOUR — Thejoint venture agreement with the RAS has been concluded, and so the answer to
your question isthat the RAS and the state through DPI and MPV and Treasury, which are the other two agencies
that form the state directors on the joint venture (JV) arein agreement asto the investment, the master plan and the
construction plan for the redevelopment of the showgrounds.

Mr RICH-PHILLIPS— And documents have been signed?

Mr SEYMOUR — Which documents are you referring to?

Mr RICH-PHILLIPS— The JV document? Has it been executed?
Mr SEYMOUR — The JV documents have been concluded, yes.

The CHAIR — Before we go to Ms Romanes s question, particularly in agriculture last year, you used
many Latin names. If you do not mind, Dde, could you assist Hansard by providing them with copies from your
folder of those Latin names and documentation? It is extremely helpful.

Mr CAMERON — Mr Noble, the head of research, was the offender there. We will constrain him if
necessary!

The CHAIR — It isjust ahelp in making suretheir record is accurate and easily transcribed.

MsROMANES— Minigter, one of the emphases in the 2005-06 budget is the delivery of significant
infrastructure expenditure for the future. Y ou were part of an announcement with the Premier and the Minister for
Major Projects last week on the relocation of the Footscray Road market to Epping in 2010, and there is reference
in budget paper 3 to the $300 million TEI that has been put aside for that project. Can you outline the benefits that
the new market will bring to help achieve the strategic goals of the department and the government?
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Mr CAMERON — The markets of course are avery important conduit not only for industry but also for
thefood sector. Redlly what you have is alarge trangport hub with goods coming and going. And we have the
present site down at Footscray Road, which is 35 hectares, and that is very constrained.

When the markets went there in 1969 there were only afew hundred businesses, 700 people, involved in the
market at that time, whereas today there are 2700 registered businesses which come and go or have alink with the
market and 7000 people — they are not all there full time, but they come and go. But that just shows you the
increase in activity that we have seen at the markets and why we need new markets.

We have aso seen the amount of throughput at the markets substantially grow — that is, doubling in adecade. As
people increasingly want more fresh food you would expect that to continue to grow. It certainly shows no
abatement.

A process was gone through as to where the markets should be, and in the event of any failure of there being some
consensus we had land at Werribee, which we presently own and which would be the default position. However,
the market was not unanimous but close to unanimous — they spoke with one voice — that any move should beto
the north, and that iswhy the land at Epping was selected. That is 130 hectares of land, so there is enormous scope
therefor the future.

Of course when you look at the future, when you at that growth, when you look at the transport and the transport
movements, you see that about three quarters of the goods that come to market actually come from the north of the
state. They might come from northern Victoria, like the Goulburn Valey, or they might come from New South
Wales or Queendand. So that iswhy the north was seen asthelogical site by people at the markets.

One of things about the market is that people wanted to have a good lead-in time — they wanted to know when
they were going to move; they wanted to have along lead-in time, because they have their investments and they
want to be able to write them off over time. That iswhy we said 2010 is the date when we want to see the markets
move.

Mr BAXTER — Minister, your didesrightly drew attention to the appalling agriculture for the economy
of Victoriaand the fact that we have overtaken New South Wales, and | have heard you on radio saying that isthe
case. Why then in this budget of $30 billion — the first time we have crossed that threshold — has agriculture
received such asmall increase of just alittle over 1 per cent compared with the actuals of last year under your
stewardship?

Mr CAMERON — | haveto say | do not agree. If you have alook at the major projects that have been
announced in the agriculture portfolio during the course of the Bracks government you see there was a substantial
investment in doing up regiona research facilities— some $50 million. What you had afew years ago wasthe
$100 million flag — —

Mr BAXTER — But — —

Mr CAMERON — No, you asked the question, and | will answer. There was the $100 million flag for
the showgrounds. If you have alook this year you see we have flagged TEI of $300 million for the Melbourne
market, which is very important for the horticulture sector. And what we have flagged, subject to the feasibility in
relation to anational biosecurity centre— which isvery important in relation to nationa research and
development. | would have thought they were pretty big advances, Mr Baxter.

Mr BAXTER — | am specifically looking at this budget and your own table up there which showsthe
budgetary position, and | am extrapolating that onto actualslast year compared with thisyear. Itisjust over al per
cent increase, and it seemsto mein the overall scheme of things— bearing in mind the importance of agriculture
in this state, which you have rightly pointed out — that agriculture has not received due recognition by this
government in this budget.

Mr CAMERON — | have to fundamentally disagree. If you go back to the time of the Kennett eraand
compareit, you have chalk and cheese, haven't you?

Mr BAXTER — Yes, and — —
Mr CAMERON — Thanks!
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Mr BAXTER — And the Kennett government of course inherited a huge debt, which it fixed.

Mr SOMYUREK — Minigter, | refer you to budget paper 3 on page 307. The Department of Primary
Industries budget position provides for $5.8 million in 2005-06 for facilitating moves for anational biosecurity
centrein Victoria It also providesfor an $8.4 million provision for enhanced funding and staffing to manage the
risks of exotic plant pests and diseases. Can you explain how these initiatives relate to the managing of risks
referred to in question 2 of the committee survey detailing the importance of managing plants and biosecurity risks
to Victorian primary industries and our valuable export markets?

Mr CAMERON — Biosecurity is one of those growing areas where we have to place some increased
importance nationaly, and you ask: why would we have to do that? The reason we have to do that isthat welivein
aworld where people movement and trade movements become more and more, and we therefore get exposed more
to the potential for disease and viruses, which we would not have been as exposed to in the past.

What it meansisit isafar more seriousissue this decade than it was if we were to go back 30, 60 or 90 years. That
iswhy you see more funding there for increases in plant biosecurity on the ground, just as we announced a couple
of yearsago an increasein relation to animal biosecurity, so we wanted to beef up that capacity. Also thereisan
initiative there of $5.8 million, being towards the feasibility and a down payment on what we hope can al be
brought together, but there are alot of oarsin the water here, for anationa biosecurity centre.

I might just explain to you around nationa research and development. For example, DPI hasthe largest research
capacity of any organisation in the state. We have more scientistsin DPI than any other organisation in the State,
and that isthe case with alot of state DPIs. But when we look at agricultural research and devel opment,
increasingly people want to know, ‘ Thereis alot being spent around the nation. Can we get better value for
money? . So, for example, statesinvest, the federal government, the RIRCsinvest — that is, rural industry research
corporations— so when you sell your wool you pay alevy or when you sdll your milk you pay alevy, and they
raise money and that is matched by the federal government. So there are dl these different funding agencies out
there, and they come together and put together a program.

To get abetter spend there has to be some changes in the way we approach national research and development.
Certainly that is something we have been keen on. | think we are Sarting to see that across the nation. When you
think that federal Treasury, for example, matches the amount spent by the RIRCs— by the rural industries— they
alwaysthink, ‘Well, we cannot influence this. This can dways be done better’. That isthe way treasuries think, of
course. What | think isimportant for industry, governments and state and federal DPIsto demondtrate is that we are
ableto get a better spend. When welook at biosecurity we see those needs in the nation and what we would like to
bring together.

For example, thereis some of the high-order research capacity that we have in the city. We can bring them together
a LaTrobe, Bundoora, and doing it with auniversity. We can involve the CSIRO and it would be subject to
federa government support aswell. If we are able to do that, we will enhance our biosecurity capacity quite
considerably nationally, because there is no such thing as a Victorian disease or aNew South Wales disease.
Disease does not know borders or respect jurisdictions.

Bruce, you might like to expand on some of the issues that we confront, where Victoriais a standout in biosecurity
and how nationally we can enhance that.

The CHAIR — Particularly in relation to risks was the question.

Dr KEFFORD — In asense the most important thing about biosecurity response is the speed with which
we can respond to an outbreak. If you can identify an outbreak quickly and get onto it quickly, then the total
turnaround time to get back to normal production is much reduced, the net cost to the state is much less— and the
net cost to industry. Thereis an example of technology recently that we applied. There was a Newcastle disease
virus outbreak in chickensin Victoria. In contrast to the previous outbreak, which cost tens of millions of dollarsin
New South Wales, we turned around that outbreak for about $2 million — atenfold or more reduction in the total
cost, and the time to return back to trading was much reduced. Thiswas a function of a specific test which our
technology alowed usto develop, which speeded up identification and therefore response.

It is one example of the use of modern technologies— platform technologies — which are afeature of the way our
research arm, PIRVic, is structured now. We use these modern technologies for arange of diagnostic and response
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tools that improve our effectiveness. Bringing them together in one location at La Trobe will actualy alow a
broader application of these platforms. It will allow what is ultimately very expensive technology and machines —
some of these machines are multimillion-dollar machines; in fact we have the fastest gene sequencer in the
southern hemisphere out at La Trobe — to be used by awider group of people and our partners, such as CSIRO.

We tackle risk on arange of frontsthere, but one of our most potent toolsis using modern science to reduce the
time it takes to respond. Wetacklerisk also by bringing together expertise from arange of players. CSIRO and
ourselves carry some of the best scientistsin Australia, and bringing them to bear on some of these outbreaksis
very sgnificant. It istrue to say that without our capability it would have been taken much longer to ded with the
Karna bunt outbreak. There was a suggestion that we had Karnal bunt in our wheat, and that was dedt with using
these sorts of skills and these sorts of technologies. As aresult Australia got back to trading wheat much quicker.

The CHAIR — That isavery expansive answer. Could | just have clarification on the performance
measure? How would you assess your successin terms of performance measuresif, for example, anew outbreak in
Victoriatakes 2 daysto identify and 10 daysto eliminate, compared with interstate 7 days and 20 daysto
eliminate? The question went to how do you actually work out your successin terms of performance measures.
After that | ill do not understand. How do you do it? Prosecution in fishing is easy, but how do you do it in there?

Dr KEFFORD — There are two gpproaches to this. Essentialy within Biosecurity Victoriathey have a
range of compliance processes. For example, for certain types of disease situations they require aturnaround within
so many hours. So whether or not that has been met is one way we measure performance. Equaly at a nationa
level when we are dealing on national outbreaks we are working with the national management group, which
requires certain levels of performance and the scrutiny of our interstate colleagues.

Mr SOMYUREK — Minigter, you mentioned that biosecurity isanationa issue, and it is. It does not
discriminate with respect to nationa and state borders. Given that, how much input would you expect from the
federal government?

Mr CAMERON — How much would we expect?

Mr SOMYUREK — Yes. How much contribution would you expect the federal government to make for
the whole project?

Mr CAMERON — In relation to the national biosecurity centre?
Mr SOMYUREK — Yes.

Mr CAMERON — We would love them to match us. Whether that is possible or not we do not now.
Obvioudly we have to go through negotiations with them and their various agencies. But certainly from the federd
government’ s point of view biosecurity has been an issue. Y ou would have seen issues which the federal
government has started to address around Biosecurity Audtrdialast year, but it isvery important that there isthat
critica research and development capacity, so | think there would have to be some attractiveness to a proposition
likethisto the federal government or the federal government agencieslike the CSIRO.

Mr RICH-PHILLIPS— Minister, | would like to take you back to the issue of the Melbourne Markets
redevelopment and to your opening comments and your answer to Ms Romanes where you indicated the
government’ srationale for the move was capacity constraints on the existing site and a desire for the marketsto
grow further. Y ou cited the increase from 700 businesses to roughly 2700 on the site now. Of course those 2700 are
accommodated on the existing site. With the growth in supermarkets obvioudly alot of produceisnow bypassing
the market. Can you provide the committee with any evidence of unmet demand from potentia businesses seeking
to enter the existing site?

Mr CAMERON — Y es, because the Me bourne Market Authority did a survey of how much space
people would like down there.

Mr SEYMOUR — | might answer this. Thisisavery interesting part of the project. If you do the maths
on the current site, on the existing numbersit will reach a point of saturation in about 2008 in terms of throughpuit.
Something like 50 per cent of businessis ill transacted via the market mechanism in Footscray Road, although
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you are correct to say that thereisalarge stream of business that bypasses the market in direct contract between
grower and retailer.

Theissuefor usin terms of planning anew market wasthat it isnot just the trading floor that matters, and the
trading floor includeswhat | would refer to as booths along the trading floor where the market produceis contained
with the operators. It is the broader opportunity around storage, particularly cold storage, and the investment
opportunity of market usersin cold storage capacity that is equally relevant to the needs of the market. Soif you
take that broader view of theworld in terms of the market and its current operations, thereisliterally not enough
room to manage that type of expansion aswe go forward. Therefore it was not a case of if, it was always a case of
when. The overwhelming support of market users, both leaseholders and broader users who are registered to come
into the Ste on adaily basis, wasthat if they were to go, they were to go north, because they saw, as we did through
the business case that we have done, which we presented back to government recently as part of the process, that
the mgority of the business of fresh produce — which accounts for about three-quarters of al input — comes
down the Hume Freeway or the Cader Highway. Therefore, thelogica place to put thiswasin the north of the

City.

That isthe broad answer. It is about capacity, it is about cold storage and about being able to have an integrated
freight and |ogistics opportunity operating within the market precinct. To do that you need a substantid,
unencumbered land-holding of the type that we have secured in Epping.

Mr RICH-PHILLIPS— On the question of staying at Footscray or moving to Epping, what wasthe
view of the people you surveyed?

Mr SEYMOUR — The overwhelming majority of those who participated was that they would go north.
Mr RICH-PHIL LIPS — Rather than stay at Footscray?
Mr SEYMOUR — No. The minister might like to comment.

Mr CAMERON — There will always be some people who want to stay and some people who say that
they have to move, but ultimately there is abroad recognition down there that it has a use-by life. Some people, like
your leader, are very blunt and say, * The government should just do it and move north’. We went through a process
to identify where to go.

The CHAIR — Inrdation to biosecurity funding, you gave us avery comprehensive answer before. | am
particularly interested in recent funding moves. Are we spending more on biosecurity than previoudy, and what are
your projectionsin that regard?

Mr CAMERON — Let uslook at the expenditure, and | have a graph here which the Department of
Primary Industries has prepared which | will hand out. I will take you through the prepared graph, which shows
that in 19992000 the spend was $25.9 million, increasing to $59 million in 2005-06. That reflectsthe
government’ s commitment in anumber of areas in terms of animal and plant biosecurity and the eradication and
management of pests and diseases such as red fire ants and ovine Johne' s disease. In particular, factors contributing
to the increase have included the ovine Johne' s disease control program, offering wider choice of disease control
options, financial assistance to obtain professiona advice to enable and inform decisions, improved social support
mechanisms and a comprehensive communications program. We have had the successful expansion of the national
livestock identification scheme, which has been pushed considerably by Victoriaand is being implemented in
Victoria. There has been funding to protect Victoria sfood and agricultural exports and upgrade biosecurity
services for diseases and pests such as foot-and-mouth and mad cow disease. There have been enhanced
biosecurity and defending our farms against diseases initiatives, which included increased resources for
surveillance and response and improved trace-back compliance and diagnogtic capability. There was also the
nationa eradication program for red fire ants and the new plant biosecurity initiative announced in this budget.

Mr BAXTER — Still on the same subject but looking more particularly to the proposed biosecurity centre
a LaTrobe University, page 307 of budget paper 3 shows an allocation for thisyear of $5.8 million and nothing in
the out years, which isabit unusual bearing in mind that most of these capitd projectsinclude an dlocationin the
out years— and your answer to Mr Somyurek of a moment ago seemed somewhat hopeful that the federal
government might come on board. Just how secure isthe funding for this proposal ? Where are you anticipating
getting it from, and who has signed up to it?
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Mr CAMERON — | might get Mr Harristo answer that, Mr Baxter.

Mr HARRIS — Peter Harris, secretary, Department of Primary Industries. Basically, the positionisas
follows: we have done a business case and presented it to the government. The business case has been endorsed
and has been through the first stage of the gateway process, which isthe Treasury assessment process for the
externa scrutiny of business cases. The government has given us $5.8 million to go ahead with design work, so we
will be putting together a design office for the biosecurity centre. At the same time we are putting together a
partnership group of potential participating agencies. Obvioudy La Trobe University is at the head of thelist, but
CSIROisequdly at the head of thelist.. The Australian Quarantine and Inspection Service and other federal
agencies will be seeking to beinvolved in the design.

So to this point the funding from the Victorian government isto enable usto put together that partnership and to get
commitments which might be either in-kind or cash related support for the construction and fit-out of these
facilities. Fit-out is particularly important, because we are doing research facilities, asis the commitment of
researchers and the location of functionality acrossthe sweep of south-east Austrdiathat is currently dispersed and
therefore less efficient in potentialy responding to biosecurity research and response to outbreaks.

| believe next week in Canberra Dr Kefford will be convening the first meeting of this potentia partners group. We
have had positive responsesin writing from all those partiesthat | specified in terms of participation inthe
development of this concept. The Victorian government’ s commitment is not currently written in budget papers for
two good reasons. Thefirgt isthat completion and design and the commitment of both funds and the commitment
of functionality will determine exactly how much the Victorian government will have to put in and how much other
agencies will put in. The federal government has a number of programs aready in place which can provide funding
for acentre like this. Obvioudy they are funded on a competitive alocation basis, and that isthe second reason why
we have not specified the ultimate number, because we do not know how much we might be successful in gaining
from those federal government competitive alocation funding processes. But the response to date has been pretty
positive, particularly in the case of both CSIRO and La Trobe University.

Mr BAXTER — So no-one has yet actualy signed up to put fundsin. Isthe Victorian government
committed to doing it in any event if no-one comesto the party with funding? What is the estimated cost of the
centre?

Mr HARRIS — No-one has signed up to it because, as | have explained, they do not have anything to
sign up to. We are going to design it as a partnership. That has not been done before. As the minister mentioned, we
aretrying to create anationd initiative. When the federad government doesthis, it puts together the same sort of
arrangement. It gets a set of parties and seeks commitment. We are in exactly the same position as the federd
government would be if it were running thisinitiative. We are reasonably confident that we will get that support.

In terms of the Victorian government’ s commitment, under the Victorian government’ s processes going through
gateway isyour way of getting capital gpprova; we are through gateway no. 1, which isthe most we could be
through at this point. We could not be any further through because we have not got a finalised design and therefore
we have not got acomplete business case. Next year | am quite confident you will see funding alocated in the
budget for this arrangement, but the exact number cannot be determined. In terms of the overall cost of this centre,
our business case concept — and it is mentioned in the press release of the budget announcement — we believeis
about a$170 million investment. But that number will vary up or down depending on the transfer of functionality
and the successful nature of the funding from other parties. In our own mindsthat isthe corefigure that is essentia
to develop this, but that is not afigure that would in the end make any sense, because we are hoping basicaly to
leverage a substantial commitment from other parties.

Mr CAMERON — What we are trying to do — they have objectives, we have objectives— isto try to
bring about awin-win for all of the agencies, so that as a nation we get a better spend.

Mr RICH-PHILLIPS— With the development of the centre at Bundoora, what will happen with the
Attwood, Frankston and Knox research centres?

Mr CAMERON — That isal part of the business case, but you would expect that they would be
substantially scaled back or closed. The staff have been taken through that process— no-one€' sjob isat risk. In fact
what this doesis secure jobsin Victoria, because as | havetold you previoudy there are awholelot of different
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funders out there in the marketplace. Having a centre which can bring about mutual benefits for everybody, that
will enhance job security. Are you talking specifically about what might happen to those sites?

Mr HARRIS — In terms of the three sites, the likelihood is that the functionality of Knoxfield will move
to Bundoora and areasonable chunk of both Attwood and Frankston. In the case of the residua functionality at
those dites, if thelogic isfor the size and scope of the facilities there— the residual functionality issmply too
small to judtify that — then we will be relocating the functiondity that does not belong at Bundoorato other
locations amongst DPI research and extension stations around Melbourne. That decision is yet to be taken and
again comes back ultimately to the transfer that would occur under the finalisation of the business case. We have
given staff as comprehensive an outline of thisaswe can. It has been pretty positively received. Thisisa
once-in-a-lifetime opportunity to re-create the research facility that you would most like to have. We get avery
positive response, broadly speaking, from the staff. | have not seen anything negative, and with the announcement
over aweek ago we have not received negative feedback at al on thisissue.

MsROMANES— | would like to refer to page 3 of the department’ s response to the PAEC
guestionnaire. There isinformation there about alocations to the national eradication program for red imported fire
ants. The current financia year has an alocation of $4 million but the 2005-06 budget allocates $3.1 million for
this program. Minister, can you explain why the contribution is some $900 000 below the last figure and whether
this reflects some success in the campaign?

Mr CAMERON — Red imported fire ants are probably the worst pest ever to have taken hold in
Ausdtraia Y ou might recall that they took hold in the Brisbane area going back afew years. Amongst the states and
territories and the commonweal th we have an agreement about the eradication of pests. First of al we haveto
determine whether it is possible to eradicate them, and if it iswe al sign up and contribute. Over afive-year period
we would estimate to spend some $22 million. We are at that point now, as we are coming to the back end of the
program where you will start to see that phase down. Y ou ask about success— in Victoriawe have had two
incursions of red imported fire ants. They were got on to very quickly and were quickly eradicated. They were
isolated. Every year over the summer/autumn period we have people who go out and poke and prod around ports,
caravan parks and places where they might move into Victoria, such as nurseries. That isjust about to finish, and if
we are successful at that, then under the arrangements we will say we are red-fire-ant free. We will then not worry
about them unless we actually see them. People are far more dert these days.

If you go to southern Brisbane, you find they had infested quite a number of suburbs. There were huge chunks of
suburbs that were sprayed four times ayear. Someone would come and knock on your door and say, ‘ Sorry about
this, whether you like it or not we are going to spray your front and back yards . It was avery big exercise. The
number of sites that have been located has substantially diminished over that period. We are hopeful that we are
finally seeing the issue contained to that area and the eradication happening, because of the small humber of sites
that are bobbing up every three months nowadays.

Mr RICH-PHILLIPS— Minister, going back to the market redevel opment, you said before roughly
2700 galholders on the existing sSite— —

Mr CAMERON — No, 2700 registered businesses that come and go and use the market.

Mr RICH-PHILLIPS— Itisasubstantial number of site-holders with substantial capita investment
with cool stores at some $5000 to $6000 each. | am advised the estimated cost for them to relocate to Epping isin
the order of $100 million. | would be interested to know if the government has an dternative figure for the
relocation. Will compensation be provided to those site-holders to relocate to Epping?

Mr CAMERON — Asyou know, the Melbourne Market Authority isagovernment commercial entity. It
has commercial leases, and if there is any breach of those commercia leases, of course compensation will haveto
be paid. We have identified that the market is coming to the end of itslife and taken into account that people need
for taxation purposes to write down numbers over aperiod of time. That iswhy the 2010 date was chosen.

Mr RICH-PHILLIPS— But will you actually provide compensation for the physical move of half a
million dollars worth of cool storesfrom Footscray to Epping? Will there be any consideration given to the
existing— —

Mr CAMERON — Only if thereisabreach in commercia leases.
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Mr RICH-PHILLIPS— So that those whose |eases expire will get no compensation to make the move
to the new site?

The CHAIR — That iswhat hejust said.

Mr CAMERON — That iswhat | just said. Then there are other commercial redlities which may come
into play asto whether it is those people at the site now or other people who go to the new markets. That will be the
subject for commercia negotiations at alater stage.

Mr SOMYUREK — One of the significant measures of the department is found at budget paper 3,
page 187. It statesagoal of enhancing industry competitiveness. Can you point to any other resultsin measuresin
the past 12 months which reflect the achievement of this goal?

Mr CAMERON — Thank you very much. When we look at industry competitiveness and measures
which might show that, very pleasingly Victoriafor thefirst time has become Australia s largest
agriculture-producing state. As| said to you earlier, we have been catching up on New South Wales. We have
nudged ahead of it; it had a poorer year because of coming out of drought, so it might get back ahead again, but our
long-term aim isto be ahead of it.

I go back to the preliminary estimates of the value of Victorian agricultura production, the commodities produced
in 2003-04. That was $8.69 hillion, which was an increase of $1.2 billion from the year earlier, the 2003 year,
whereas the vaue of agricultural commoditiesin New South Wales was estimated to be $8.36 hillion. Victoria' s
increase in the value of commoadities was 16.5 per cent, ahead of the Australian total increase of 12.3 per cent, with
New South Wales only increasing 4.2 per cent. As| said, that was the issue of New South Wales coming out of the
drought. When we have alook at Victoriaas astate and look at all of the arableland, in dl of the land that is used
for agriculture in Australia, Victoriamakes up only 3 per cent, but from that 3 per cent Victoria contributed

23.8 per cent of the total value of Australian agricultural commodities. That contribution isthe highest of the states.

Just going to the break-up, have alook at crops, and have alook at the value there. There was apeak. Sorry, have a
look at crops, have alook at cereals, have alook at livestock. What you see are changes there which were able to
make up those impressive figures, which | think has been a credit to industry, because it has been quite prepared to
get down and get on with the job.

Mr BAXTER — Minigter, the Treasurer, when he appeared before the committee yesterday twice of his
own volition commented upon the risks and the dangers of adrought setting in again and an El Nino event
returning to Victoria— and | must say | was pleased that the Treasurer was as conscious as he obvioudy is about
theimpact of drought on this state, and particularly on our farmers. Bearing in mind we are in the middle of May
and it is getting borderline for the sowing of winter crops, what arrangements do you havein placein the
department to deal with adrought situation, if it does turn out to be so, particularly bearing in mind the string of dry
years we have had and that another severe drought this year coming on top of those dry yearsislikey to involve a
lot more farmers than we have perhaps had to dea with previoudy finding themselvesin substantial financial
strife?

Mr CAMERON — | will approach it from afew angles. | have amap here. | will show you the areas that
dtill have EC in Victoria | will take you through this. Thisisjust alittle bit of an update, a snapshot, of where we
are. You will seethereis East Gippdand there— that large chunk out to the east — then you will see awhole lot of
fragmented little piecesin the north of the state. Most of those had EC for two years, and they have been rolled
over, and most of them relate purely to the dairy industry in the majority of those. If you go to nos4 and 5, that ran
out two days ago, so thismap isacouple of daysold. The federa government lifted 4 and 5. It did itsown
assessments at the end of the two-year period and decided to take that away. If you have alook at what is no. 10,
you will seethere are some green patchesthere. They are state parks. If you have alook at what isthe red shading,
that iswhere EC, or interim EC, has just been announced in the last week or so. The bottom of that is Horsham, so
that givesyou an example of that areathere.

Asyou saw from those figures alittle bit earlier, Mr Baxter, the increase that we have seen with agricultural output
last year was not as good as it was the year before the drought, but it is getting back up there, so the questionis
what is going to happen this year. Ultimately nobody can really answer that question at this stage. It isMay, asyou
would appreciate, and some people are pretty nervous about that. Other people are more nervous about when it
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might rain over the course of the back end of winter and spring because they are reliant upon irrigation — for
example, alot of those people in northern Victoria But certainly it is something that we have to watch.

Inrelation to alot of people and the preparations that they are making, obviously coming out of 2002 alot of
people have been more attuned to what they might do to prepare themselves a bit better, particularly in the
livestock sector. For example, what you might have seen in your own areain Towong isthat | think people are
obvioudy having to think through those issues at the present time, but | cannot redlly take it much further than that
because we have to wait and see what occurs.

Mr BAXTER — | have a supplementary comment, Chair. Y es, you are right in the sense that farmers are
getting very nervous. They are drawing on the experience of 2002 in particular, and there is no doubt that the
commonwealth has helped to alarge degree. The purpose of my question was not only have we got to have farmers
doing what they can do for themselves, but we have got to have your department absolutely attuned to focuson a
very severe drought if it setsin. Regrettably it is showing al the indications of setting in. | think the committeeis
looking for an assurance that the appointment is geared up for this.

Mr CAMERON — Yes. | think what you are seeing in terms of extension activity is probably agood
example of that. | might give you to Dr Kefford who might help to expand on that to answer your question,
Mr Baxter.

Dr KEFFORD — | think we can give you a strong assurance that the department is on itstoesin regard to
thisdrought. In fact we have been watching this episode— it isnow over years. We have an extensive network of
experienced extension staff who can be drawn into dealing with emergencies of this nature and other emergencies
at very short notice. We have a group that meets regularly to discuss the progress of the dry seasona conditions.
They produce regular reportsto the top end of government and the minister on extensive detail about the condition
of agriculturd industries, water courses, even socid issues. | think that our performance in drought responses has
been exemplary and it has been recognised by the Emergency Management Australia award recently for our
Towong response. Over years we have found swinging into action avery straightforward exercise. | do not expect
it to be any different thistime round. We are all watching thisissue very closely.

We have taken some proactive steps — For instance, in the Horsham areawe have run arange of workshops called
‘Back in black’ which focus on arange of agronomic issues and cash flow issues. Our FarmBis programs are again
focusing on preparedness for drought and how one responds and when one triggers drought response plans. So
yes— very front of mind — we are ready and will swing into action when required.

The CHAIR — Minister, | want to take you to strategic and applied science results. In the budget papers
thereis areference to science and innovation to increase productivity, profitability and sustainability whilst also
contributing to competitiveness and exports — quite ideal performance measures. | would be interested in any area
where a combination of those hasin fact synchronised. | imagine you will give me some examples, but by way of
example, does there happen to be any that would show that we are doing research that would provide seed or
product that could be utilised in drought conditions where previoudly farmers have been unable to plant crop? That
might be too specific, but on hearing Mr Baxter' s question it is one that came to mind. If you could do the genera
one, | will understand you cannot be very specific.

Mr CAMERON — When you have alook at agricultura production in Victoriayou see quite large
increases over timein R&D, whether it is headline R& D and what that might lead to in production, or whether it is
going about farming practices a certain way, bringing about greater production; it all comesto ultimately the same
benefit. | might just run through some recent examples and then | might ask Dr Naoble to talk more specificaly
about changesin drought practices or things like that which bring about production. | am cognisant of what you
said earlier and | will ask Dr Noble not to speak in Latin during that period.

Takefor example the dairy industry. Greenhouse gases are abig issue nationdly. The dairy industry isa smart
industry; it recognisesissues and it likesto get ahead of it. With the dairy industry we are actually doing a bit of
research, mainly out at Ellinbank, out near Warragul. The nature of that research is actualy trying to measure
greenhouse gases from cows. Y ou ask, ‘How do you do that? .

The CHAIR — | can understand how you would do it, but | was confused if you were going to say you
were diminating it.
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Mr CAMERON — No, you put it into abig vat and measureit. Y ou ask, ‘Why would you want to do
that? . The reason you would want to do that isif you were to have different management practices then you can
measure it to seeif there has been areduction or not. So when you think about greenhouse gasthat isalot of
energy, and that is just wasted into the atmaosphere and of course people do not like the greenhouse gasesin the
atmosphere. That iswasted energy. If you can convert that energy into production then you have actually had awin
for the environment and you have had awin for industry. That iswhy thisisavery important project. | think that is
one people are watching with agreat deal of interest because it will be a substantial win-win benefit.

An example of something else we are doing is how to make grass grow quicker. You ask, ‘Well, that sounds very
good and fine but how do you do that? . It isjust by looking at soil bacteria. Are there different soil bacteriathat do
that? If that isthe case, coat it around the seed so that when you plant the seed that will occur. That is showing
really positive results with some grasses. Obvioudly if you can do that, then you will get the benefitsthat are able to
come with that, and you may also get tougher types of grassesthat are more are resistant to adverse conditions. One
of those adverse conditions might be lack of water. | might get Clive to come back to that.

In respect of the dairy industry, for example, and again this relaes to the practice end, if you are to feed cows just a
certain amount of grain — not agreat deal, but a certain amount of grain — at different times of the year for
pasture-based dairying, what doesthat do in terms of production? What we are discovering is small increases at
certain periods of the year will actualy give more protein and more cheese. Again, that isa substantial win for
industry.

Going back to the issue around practice or higher level research and drought, | will turn to you, Clive.

Dr NOBL E — Thank you, Minister. | will focus on the drought from two perspectives, because with alot
of the issues around water management, both in the presence of adequate water and the absence of it, thereare a
number of different measures you can take. We put particular emphasis on a systems approach to both our science
and what is happening in the farming community. By ‘asystems approach’ | mean if you look at drought in
dryland areas, whilst we cannot make it rain, changesin agricultura practices— which might be anything from the
time of sowing to the type of crop you might sow through to where you might sow it in the landscape, and indeed
potentialy changesin wherein the landscape we sow particular crops— can dl lead to arange of benefitsthat
relate to sustainability, in other words, protection of the soil, to production which in turn can relate to profit in the
medium to longer term. It cannot change cropping systems in the short term of a 12-month period.

A lot of our research is based around longer term changesin practices when it comesto taking a systems approach.
Where we grow the crops, what soil types and how we might manage the landscape is one area of management. It
isnot only for dryland areas, it dso relatesto irrigated areas, because in drought conditionsthereis obvioudy less
water available for irrigation as well. Under those circumstances alot of our research is based on water use
efficiency: how much water a particular crop or a production system might use and trying to reduce the volume of
water for agiven level of production — and turning it round the other way, maximising the production per unit of
water. So thefocusisnot just on the dryland areas when it comes to drought, it isaso onirrigation areas, because
drought affectsirrigation aress.

The other sideto it istrying to make some changesto the crops themselves, particularly trying to, if you like, breed
more drought-tolerant crops. In that context over many years scientists have attempted to find, beit for grass, beit
for whest, be it for barley, amore drought-tolerant crop, a crop that would use lesswater or be ableto sustain

itself — in other words, not die— in the absence of rainfal. The approach we are taking, and in fact we have both
anational and international Ieadership position, with the forages, which are critica to our broad-acre production, is
to understand the genetic make-up of those crops. Forages are rye grasses and clovers, which make up the bulk of
our pastures.

We have an internationa leadership position in understanding the genetics — thisis at amolecular level — of
those particular crops, and akey target we arelooking at isthe genes that influence, if not control, toleranceto
stress, particularly drought. Other such stressors are things like sdinity, whichis prominent in Victoriaaswell. Part
of that processis discovering the genes and those portions of the genetic material that actualy turn atoleranceto
drought on or off. Part of our program is that by discovering those genesit would actualy allow usto breed more
drought-tolerant crops more rapidly, using traditional methods.
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The CHAIR — Thank you. | know you could probably talk al afternoon on that, but in the interests of
more questions that gives me some comfort.

Mr RICH-PHILLIPS— | would like to go back to the redevelopment of the showgrounds site and just
clarify, with respect to the work that has taken place on that Site and has been taking place for the last couple of
months, who are the parties to the contract under which that work is being done?

Mr SEYMOUR — Thereis adeed of undertaking signed between the state and the preferred bidder,
which is a specia-purpose vehicle that goes by the name of PPP Solutions, so the agreement will be between the
state and the RAS asjoint venture partners and PPPS.

Mr RICH-PHILLIPS— It will be, but is not currently?

Mr SEYMOUR — The dtate has provided and completed al commercia negotiations with PPPS asthe
preferred bidder. The documentation that gives effect to the agreement is quite complex, as you would expect it to
be on an asset development of thistype and size. The consortium, which is PPPS, has the documentation, and for
all the commercial negotiations being concluded the documentation has been initialled to reflect al of those
commercia arrangements that have been concluded.

Mr RICH-PHILLIPS— So it has not been formally executed yet — between the government, the RAS
and PPP Sol utions — despite work aready taking place?

Mr SEYMOUR — There are anumber of dementsto the relationship in terms of agreements. As| said,
the documentation has been initialled by both parties, reflecting that commercia agreement has been reached on
what is acomplex asset development. In the meantime, under the deed of undertaking and with certain guarantees
put in place that were required by the state of PPPS, we have already commenced amajor part of the demoalition
work required at the showgrounds because — if | could draw apolicy link to this for amoment — thisis about
saving the show. The state, when it made its commitment public some three years ago, entered into an MOU with
the Royal Agricultural Society that was designed to redevel op the Site at Ascot Vdein order to save the show. So
we have been working diligently along with Mgjor Projects Victoriato ensure that that is indeed the outcome.

The show isan important icon for al Victorians. It remainsif not the largest, certainly one of the largest, public
eventsin Victoriaevery year. | do not have my statistics with me at the moment, but | think it isin the order of over
550 000 peoplein calendar year 2004. It remains amuch-loved, respected and important part of our social caendar,
but from an agribusiness point of view — —

The CHAIR — You are not alowed to kill Father Christmas. That iswhat the kids think of the show.

Mr SEYMOUR — From an agribusiness point of view it also brings the city and the country together in a
unique way, in away that enables urbanites like usto see what happensin rural Victoriaand, fundamentally, how
important it isin terms of economic growth for the state. So saving the show is about making sure that that
relationship between city and country can continue. The preferred bidder has reflected that intention in the nature of
thebid it placed on the table. The master plan — | am not sure if you have seen the master plan — effectively
captures an opportunity for agribusiness to be promoted on the site at Ascot Vae, whereit has been for over
150 years. Therewill be anew grand pavilion, an outdoor anima competition area, alarge new exhibition building,
atown square and pavilion, arevitalised mgjor entrance and boulevard, donein away that will make us al proud to
keep going to the show and to promote agribusiness, because as the minister outlined today it is such an important
part of our economy and the foundation of our economy.

Mr RICH-PHILLIPS— Given the current contractual circumstances, asyou have outlined, whois
assuming the risk for the work that is currently being undertaken? Isit the sate; isit the RAS; or isit PPP
Solutions? Who doesthe risk sit with?

Mr SEYMOUR — The congtruction risk sitswith PPPS.
Mr RICH-PHILLIPS— Right a this point in time?

Mr SEYMOUR — Under the deed of undertaking and the guarantees | referred to earlier — which | will
not go into in detail because they are commercia in confidence, and | ask you to respect the fact that | could not go
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into the detail of those numbers— theright level of protection has been put in place by the state to enable that early
work on demolition to continue.

If you have been out there recently, you will have seen that a massive amount of work has taken place dready. In
doing so we have worked around aso providing the site for akey feature film that is being shot in Victoria at the
moment, which | think goes under the name of Ghost Rider, which utilised the main pavilion in the old context, the
old Hunter stand, as a major backdrop for akey part of the filming of that Hollywood-type movie. So we have been
able to accommodate a broader arts and cultural outcome as part of the redevelopment. At the same time we have
not lost any time to date in terms of the redevelopment, and as | say demolition isal but complete and the next
phase will gart very soon.

Mr RICH-PHILLIPS— And at this point in time, 12 May, that risk iswith PPP Solutions?
Mr SEYMOUR — The construction risk remains with PPPS.

Mr CAMERON — Explain about the bonds.

Mr SEYMOUR — Would you like me to explain?

Mr CAMERON — Just briefly.

Mr SEYMOUR — With these sorts of complex commercia negotiations the state aways requires under
any PPP arrangement acertain level of initial protection to ensure that the matter goes forward in atimely and
productive manner and that appropriate commercial risk isbeing borne by the construction agency, or in this case
PPPS as consortium partners. That is certainly the case, and we have those bondsin place.

MsROMANES — Minigter, in your presentation at the start of this hearing you drew attention to the
significant contribution that recreationa fishing makes to the economy. Could you provide the committee with an
example or examples of what activities are funded through the department’ s output towards improving recreationa
fishing, and perhaps you might make reference to where table 2.7 on page 186 sitsin terms of the different output
categories.

Mr CAMERON — Broadly, probably the thing that people like most about what the department doesin
terms of recreationd fishing is stocking. That iswhere fish are released into the water every year, and we have been
keen promoters of that. So what you are seeing, if you have alook at the number of fish stocked in the last five
years— and | will take you over that — are big increases. However when you talk about stocking, people have
different views on these things. It depends: some people are trout fishermen and some are native fishermen, but
most people tend to be one or the other, and they are very keen about one or the other.

When we have alook at those comparisons about how many fish are being put into the water, what we have had is
an average of 1.6 million during the last five years. That compares with 1.2 million for the five years before that. If
you go in particular to thetrout, if we have alook at the totals dl together over the last five years that have been put
in water which we have overseen — and people have to come and ask usif they want to do it aswell — we have
seen 7.95 million, and 6.05 million in the five years before that. | will break that up: with native fish for the past
fiveyears, 4.7 million; and 3.5 million for the five years before. Also, with trout in the last five years, 3.24 million;
and in thefive years before, 2.55 million. So that | think probably has been the thing that most people would talk
about.

In relation specifically to the output, | might just get Dr Appleford.

Mr HARRIS— | can probably do that without Peter. The bottom lineis that in reference to the output
summary on page 186 of the budget paper that you referred to, Ms Romanes, because as we have advised
committee in the questionnaire we have changed the nature of our output structure, effectively al of the operating
divisons are spread across what we now call service delivery. So rather than being afunctiond area, rather than
being X dollarsfor fish, Y dollarsfor agriculture and Z dollars for mineras, for example, we are saying the
government is effectively buying from us our services. Those services are policy — there is abetter title for themin
there— regulation, research and practice change. What that doesis, we hope, help the committee and the
government understand that that is actualy what you are getting from the Department of Primary Indusgtries. You
are not so much getting X dollarsfor agricultureand Y dollarsfor fish; you are actually buying servicesfrom us.
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The relative balances are quite important. So if you look at the budget document that Ms Romanes referred to, you
can get afed for how much policy the Department of Primary Industriesis supplying versus how much regulation
and compliance we are supplying. Wethink over time that will be afar more useful indicator for the committee and
for the government to determine. If they think over time we should be more of aregulatory agency and less of a
policy advising agency, they should be able to see that change.

Indeed, thisisthe sort of best-practice version of departmental output structures being applied by the
commonwealth to its agencies, and we are applying it here. | think we are the first to start up in Victoria under this
kind of structure, but | think you will see more departments moving to this sort of thing over time.

We can il relate this back to, for example, fisheries. Y our question, Ms Romanes, was effectively: where do
fisheriesrun in this? In the total output cost by division, fisheriesis about a $45.5 million entity for us. Inlast year's
budget papers| think it was about a $44.5 million entity. Under thiskind of arrangement the bulk of the funding,
the $45.5 million that | am referring to, comes from regulation and compliance and lesser amounts of fisheries
activity in terms of services provided arein policy and research, and then there is a substantial amount again in
practice change. So the two big areas of service activity that the fisheries provide are regulation compliance and
practice change, and some on research and some on policy.

MsROMANES — Asasupplementary question on that, do you attempt to or isit gppropriate to sort of
say, ‘ Of the output costs for fisheries, so much isfor recreationa fishing and so much is for commercia fishing', or
isthat an unredigtic divison?

Mr HARRIS— It would be plausible to do that here in part, but | think if we did it in full for you, if you
wanted usto pull it apart again, there are alot of judgments that go into this. For example, just thinking about
compliance, you have a certain amount of scrutiny around marine nationa park reserves. That could involve
scrutiny of recreational fishermen or scrutiny of commercia fishermen, depending on who is apparently
transgressing at the particular time. So it iswhen you divide up those sorts of hours of activity. We can, obvioudy,
if the committee isvery interested in this— —

MsROMANES— | am not redly asking that. | suppose | would make the point that even if you took the
whole of the fisheries budget — and the minister has drawn attention to the contribution to the economy of
recreational fishing— it istill agood result, agood outcome.

Mr BAXTER — Chair, the minister made afairly big call amoment ago when he suggested that fire ants
might have been the worst pest that had come into this nation. Perhaps potentialy they were, if we had not got on
top of it. Fortunately, | think, we have.

Mr CAMERON — Y es. People say they probably would be worse than the rabbit if they took hold.

Mr BAXTER — | want to look particularly at foxes, which | think are one of our worst pests a the
moment, not only with our native fauna but particularly with the lamb industry and a so with the spread of disease
to other farming enterprises and other animals. Why are we not making afull-frontal attack on foxes? Why isthe
fox bounty, which | think took some 180 000 foxes out in arelatively short time, not continued; and why are we
discouraging the use of raw liver and concentrating on the Foxoff program, as successful asit might be? Why are
we narrowing the arsend that is available instead of making afull attack to seeif we cannot get on top of the fox
problem?

Mr CAMERON — In relation to the budget papers, these are mattersin portfolio of the Minister for
Environment. | understand is coming here tomorrow. Y ou will probably have to address that matter to him then.
What occursisthat DSE contracts Mr Harristo perform some functions as DSE requires, but this does not go
through the budget of the Minister for Agriculture.

Mr BAXTER — So, despite the fact that you were contracted to do the fire ants— —
Mr CAMERON — No, Mr Harris is contracted, not me.

Mr BAXTER — Wéll the department is contracted. | thought you were speaking for the department and
that it was a generic term.
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Mr CAMERON — No, it is not, because these things are done on an individua ministeria basis, aswe
have had these discussions previoudy about other things.

The CHAIR — By way of a supplementary question, isthe DPI doing any research on eliminating foxes
by any other means, and what are they? Through research?

Mr HARRIS— | think the answer isyes, there isfox research going on. In fact there are anumber of
activities that extend outside the research area. Perhaps, Clive, if you talk about research, and we can take it further
than that if you need usto.

The CHAIR — By genetic measures or other, are you doing any research on eliminating foxes?

Dr KEFFORD — The research that we do in regard to foxesis dso funded through DSE. It isasmadll
component of the research. It is not through genetic means. We are not using any genetic approaches. The research
with DSE — | do not have the detail with me, so | may have to come back to you onit, but there is a small amount
which isrelated particularly to baits and the efficacy of baits on foxes. Part of that is ensuring there are no off
speciesimpacts.

Mr BAXTER — Does the department have any statistics on the cost to the agriculture in this state of
foxes per year? Thereason | ask thisquestion isthat | am awareit fallsto DSE in terms of running these things, but
DPI has been the ddliverer, by and large— it collected the fox scalps, tails and so on — and presumably DPI gives
adviceto DSE. Do we have ahandle on what foxes are costing the industry in this state.

Mr CAMERON — | am not aware of that. We will haveto take that on notice, Mr Baxter.

Mr SOMYUREK — Miniger, earlier on in your presentation you referred to sustainable practice change,
and | noticed Mr Harris aso did afew minutes ago. | refer to the sustainable practice change measuresin the DPI
outputsin BP 3 on page 191. Can you point to areas where there has been successful in delivering new ideas and
practices whilst assisting industries and community to understand, manage and adapt to change?

Mr CAMERON — | might get Dr Kefford, who isthe deputy secretary in relation to agriculture, to
answer that question.

Dr KEFFORD — | waswriting mysalf anote. Could you just repeat the question? | was concentrating on
something el se.

Mr SOMUYREK — The question related to sustainable practice change. My question essentially was.
can you point to areas where this has been successful in delivering new ideas and practices whilst assisting
industries and communities to understand, manage and adapt to change?

Dr KEFFORD — | think the best example | can point to redly touches on an areathat has aready been
drawn to, and that is the drought response. We had a particularly important and insightful exercisein the north-east
of the state relating to the Towong community. This community suffered adouble blow with the worst firesin
60 years and the worst drought in 100 years. In fact it took a 100-year drought to actually give them an effect in that
very reliable rainfal area. After avisit from the minister, the minister sent his drought task force to the region. |
was the chair of that task force. | have had long experience with emergency responses, and | have never seen a
community in such distress. The minister asked usto do what we could, and it was very interesting that that
community was suffering extreme exhaustion from having fought thefires.

Essentialy the drought had caught up with them, and they were doing their best with overstocked farmsand a
shortage of feed on farms, but they were aso suffering the negative impacts of poor policy implementation in New
South Wales, which had led to fodder subsidies driving the cost of imported feed up dramatically. When the task
force met with the community, led by the mayor of the shire, Lyn Coulston, who turned out to be very pivotal in
this exercise, we saw levels of distress which when we checked with the health department indicated we had a
serious sociad problem that could play out in very tragic terms. We immediately swung our extension team into
Towong, and there began quite ainnovative approach.

We essentialy ran ajoint government exercise with all relevant government agencies— Treasury, the Premier’s
department, DIIRD, ourselves, DSE and, importantly, commonwealth agencies to essentialy quickly giverdief to
this community. The relief came in the form of advice on how to feed cattle in this condition and how many they
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could carry, socia advice from socia counsallorsto seeif we had familiesin particular distress. We got Centrelink
to turn around its Centrelink paymentsto the EC-type payments, the family support payments, from what was
weeks then to hours. We got our staff accredited by Centrelink to view relevant documents, and they actualy filled
out the forms. The VFF helped usin getting supplies of relatively cheagp grain. Our staff were working with the
farmers because at this stage this community was not used to feeding grain to cattle, and it was actually killing
cattle with grain, because they can react poorly to it if it is not fed appropriately. What actually happenedin a
period of what was about four weeks was there were essentially 1000 farms; 500 of the farms werein good order,
250 wanted information and 250 — round figures— wanted intensive care. We turned that community around in a
very cooperative fashion — and | have to emphasi se theimportance of Lyn Coulston and her local shire team —
from deep distress to looking forward.

The minister asked Bruce Esplin and me to go up again recently to see how things were, and you could not credit
the change. This community and the shire are now looking forward. They are much more attuned with
departmental programs. Their strategic focus on the future direction of that community isvastly different. The
business plan that the shire hasistotally different. They are in touch with modern agricultura practice, they are
swinging into high-value agricultural production — seed production, which they are particularly well suited for.
When we arrived there, there were smiles about the future. It isthe first time | have really seen joined-up
government in the flesh. It isadramatic change for that community. In yearsto come we will see Towong as abit
of an exemplar for rural communities. It isvery important to note that the mayor, Lyn Coulston, was absolutely
pivotal in helping that to work; absolutely crucid.

Mr RICH-PHILLIPS— Minister, | would like to ask you about the Melbourne Markets redevel opment.
BP 3 on page 308 has the output asset initiatives which list the $300 million. | have a couple of questions. Oneis:
what isthe estimated total cost of the market redevel opment — that is, above what the government’ s capita
contribution will be? And do you know the time line for the Partnerships Victoriatender process approximately,
and — Mr Harris might know the answer to this— what isthe detail of that money? It has not actually been
allocated to a particular year. What isits statusin terms of the gppropriation and the budget bill in relation to where
it actually falls given it has not been assigned to a particular year?

Mr CAMERON — Asyou know, what the government has indicated in relation to the TEI isthat it will
be alarge project, and it will aso be, you would imagine, asubstantid private investment aswell. It isavery large
Site, and you will see people wanting to locate nearby.

Mr RICH-PHILLIPS— Do you have an idea of what the private investment would be on top of your
300?

Mr CAMERON — We would imagine that herein this hub you could probably get towards $1 billion
over alonger period of time. | have to take you back to the very start asto where we are. What we have done at this
point in timeisthat we have located the site. We have said it will bein 2010, and we have taken into account that
people have to write-down for investment purposes. If | own asmall shopping centre, | have tenantsin my
shopping centre and | want to go and build abigger shopping centre, | would want those people to come with me
because | want to keep a critical massin the market. | have commercial leases with them, and | have to honour
those commercia leases. However, there will be, subject to commercia negotiations, some sort of inducements for
people to go and move there. | think you might call that compensation; | would call that normal commercia
arrangements.

All of these things have to occur and there hasto be an indication of how many people will sign up to make sure
thereiscritica mass. But al of the questionsthat you ask, all of those things are things that come from this point
onwards. Peter, would you like to take that?

Mr HARRIS — Sure. In terms of time frames to completion, the Premier said publicly done and occupied
by 2010. In terms of something more specific in relation to funding, thereis quite a conscious reason, asthe
minister was just explaining, why we have put a broad figure without actual allocations againgt yearsin there —
that is, there are two at least potential structures by which you could proceed with this. The government can
effectively build thisand look for afinancier and a constructor, or you can turn this around and offer it asaprivate
sector venture arrangement where the government is a sublessee, if you like, of the trading floor, but thereisa
whole bunch of other commercia activities the minister referred to and Mr Seymour referred — cold storage and
that sort of thing — that aso goes on at this site.

12 May 2005 Public Accounts and Estimates Committee 19



Under one of those two models this project will proceed, but the two modelswill substantially differ with how
much private sector capita is put in up front. Y ou can imagine under the, if you like, private site government
sublease for atrading floor model there will be much more substantial risk capital taken from the private sector and
alarge and ongoing stream of payments obvioudy from the government. The reverse split up of risk would bethe
caseif thisthing was effectively run as a government-supported and designed arrangement where we brought in a
congructor and afinancier to create the outcome. That isyet to be determined, but we are quite closeto adecison
on that. There has been work going onin the first half of thisyear. Mr Seymour is across the detail of thisand heis
effectively running it for DPI at the moment. We are pretty clear about when the decision making will occur on that
in terms of time frames. Effectively you have to make a decision in the coming six months on that model structure.
Certainly by the time you get the next budget | think you will see decision making on this.

Mr RICH-PHILLIPS— Thisfigure herein the budget is effectively anotional figure of cost to
government and you will need to go back to Treasury, depending on the model you adopt, to actually get the fina
appropriation, whether it isaseries of cash flows or other funding.

Mr HARRIS— In other projects | am dealing with we call it the envelope. There is an envelope, and how
much you have to utilise will depend on how effective you are as a negotiator.

The CHAIR — Thank you very much. | want to move to another pest — locusts. | note that DPI has
assessed that dthough there are very few adult locusts remaining within Victoria, thereislikely to be avery
significant and widespread hatching of eggsin mid to late spring 2005 within Victoria. Minister, could you outline
to us how the department plans to ensure that the locust pests are eliminated or minimised?

Mr RICH-PHILLIPS— How do you know that is happening, Chair?
The CHAIR — It isinthe DPI: plague locusts as assessed, 25 April 2005, DPI web site.
Mr RICH-PHILLIPS— Very good. Y ou found the footnote.

Mr CAMERON — Thething about locustsis that they are naturally occurring and they are and canbe a
subgtantia pest. Mr Baxter might remember very well the early * 70s. Locusts tend to build up over aperiod of time
and get successively worse or stay as bad asthe year before. It was asaresult of that experience that the eastern
states and the commonweal th came together to make the Australian Plague Locust Commission. It was because
locusts do not respect borders, and it was about how you can try to contain them by pooling together. If we can stop
locustsin northern New South Wales, then that is good for southern New South Wales and good for Victoria. But
what we have seen istheir build-up in thelast couple of years. To be blunt, we are extremely lucky in Victoriathis
year. It was only by apure fluke of luck that we had extremely cold westher after Christmas. If there were northerly
winds during that week we would have had locusts throughout a substantial part of Victoria. And that was
notwithstanding an enormous amount of spraying and an enormous amount of activity that was put into New South
Wales. The present situation we have now in Victoriaisthat there are some eggsin the ground in northern Victoria
How many exactly isan unknown.

The CHAIR — 1 did not ask you that question. We take that for granted.

Mr CAMERON — We know that they are across northern Victoria We do know that in New South
Wales, notwithstanding all of the activity that has occurred there, there are alot of eggsin the ground. What is
going to have to happen come spring is that there will have to be some activity in Victoriaand there will have to be
even more activity in southern New South Wales. We only have to wind the clock back to last spring, except this
time they are dightly further south. Thisis going to be dependent on the weather. Wet and warm weether istheir
preferred condition, and northerly winds will bring them thisway. People can say, 'Y ou cannot see any outside at
the moment, it must all be over’, but nobody should be under that misapprehension at all.

The CHAIR — Do you have a supplementary, Mr Baxter?

Mr BAXTER — No, | was going to make acomment about it, but | will makeit in the first part of my
guestion. Yes, there are afew about minister. One only hasto look at the front of my car to know that. In fact |
parked the car in the main street of Echucanot so long ago, and when | came back a peacock and two peahens were
picking the locusts out of the grille— right in the main street!
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Minister, | want to turn to native vegetation, which | know iswithin the responsbility of your colleague who is
appearing before ustomorrow. Clearly native vegetation regulationsimpact very severely on farmers, and thereisa
draft document purporting to be proposals to serioudy increase the severity of native vegetation controls, which if
they were implemented would cause alot of difficulty for farmers, including perhaps requiring them to engage
consultants at something like $1000 an hour, which they can least afford at the best of times, let donein the middle
of adrought.

My question is, bearing in mind thisimpacts so much on agriculture, what role does your department have in the
formulation of the policy to make sure that the outcome is practica for farmers, is workable and does not destroy
the goodwill we have built up over the last 20 years amongst land-holdersin terms of the environment? In other
words, isthe department acting as afriend at court, so to speak, around the table in the negotiationsto get
satisfactory outcomes for native vegetation? Isit an advocate for farmers?

Dr KEFFORD — The answer isyes. We have arolein assisting with this. DSE devel oped its policy
positions on this, and we provide advice through that development process, which of courseis ultimately
consdered by cabinet. Not only do we have an interest in making sure that is effective for the farming community,
but also we have an interest as an agent of government in ultimately regulating this through our CAS processes. We
put forward into that process the issues which relate to agriculture, keeping in mind the ultimate policy of
government and trying to work out how ultimately awin-win can be achieved in terms of biodiversity and effective
agriculture in the process.

Mr BAXTER — So you obvioudy do not have aveto?
Dr KEFFORD — No.
Mr CAMERON — It isan issue for the Minister for Environment.

Mr BAXTER — But in terms of what impact it is going to have on the farmers, if we get regulations
which some suggest are going to make it very difficult to clear any native vegetation at al without making some
very dramatic replacements el sewhere, you do not have a veto to say, ‘ That is Ssmply not going to work’?

Mr CAMERON — That isamatter that ultimately rests with the Minister for Environment. No-one has a
veto, but as you have heard, there isinput and no doubt there will beinput from many othersin relation to this
draft.

The CHAIR — | thank you, minister and the witnesses for your attendance. | am sorry, Shaun, that we
have not included you directly. | also place on record that we note the Department of Primary Industry’ s positive
responseto last year' s estimates hearing, so we hope that our recommendations this year will be as useful asthey
were last year.

That concludes the consideration of the budget estimates for the portfolio of agriculture. | thank the minister, the
witnessesin atendance and the many people who have prepared extensively for today. There will be a number of
follow-up mattersthat we will communicate to you. The transcript will be sent to you as soon as Hansard getsit to
us.

Committee adjour ned.
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