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Foreword

As the Australian agriculture sector has transitioned from being solely a supplier of bulk
undifferentiated agricultural commodities to a supplier of both undifferentiated commodities and
specialised premium products, the market demand for enhanced quality and integrity has
escalated. The demand for higher levels of integrity and safety are ultimately driven by
consumers, but are often more directly expressed by supply chain participants who impose
increasingly stringent requirements on their suppliers as a means of protecting brand reputation
and meeting corporate social responsibility expectations.

The Australian livestock industries have been at the forefront of developing product safety and
integrity systems over the last twenty years, in order to ensure that Australian livestock
producers retain market access, and have a point-of-difference relative to livestock products
sourced from other nations. These systems impose a cost on the livestock sector, so it is
important to ensure they remain efficient and effective, and their management and operational
structures remain relevant to the changing demands of the marketplace.

The research reported here involved a review of the structures associated with the integrity
systems currently operating in Australia’s livestock industries, with the aim of ensuring that they
are as efficient and effective as possible, while continuing to meet the contemporary demands
of both domestic and international consumers.
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Executive Summary

Over the past twenty years, the red meat industries in Australia have developed a range of
interrelated initiatives to provide greater certainty to Australian and international customers
about the food safety and biosecurity standards of Australian meat products. These, which
together constitute the red meat integrity systems, consist of the Property Identification Code
(PIC) databases maintained by state governments, the National Vendor Declaration (NVD)
system, the National Livestock Identification System (NLIS), and the Livestock Production
Assurance (LPA) program.

Overall policy responsibility for the integrity systems resides with SAFEMEAT, a partnership
organisation involving government and industry. Individual components are administered by a
number of different organisations, including AUS-MEAT Limited ( AUS-MEAT), NLIS Limited
(NLIS Ltd), Meat and Livestock Australia (MLA) and individual state and territory governments,
with these advised by at least thirty different committees. Funding for the integrity systems is
derived from a range of different sources, including industry levy funds, matching government
research and development funding, state government funding and in-kind support and some
user-pays revenue.

Elements of the integrity systems were initially developed in response to specific incidents,
however over time the systems have evolved to a point where they are now a major factor in
securing market access for Australian meat products. The importance of the integrity systems is
projected to increase in the future, as nations and wealthier consumers place a greater
emphasis on food quality and safety, and as food credence and provenance characteristics
grow in significance.

Against this background, it is considered timely to review the structural arrangements
associated with the integrity systems, to consider whether the efficiency and effectiveness of the
systems can be improved, and whether current structural arrangements will continue to be
suited to the future market environment for Australian meat.

The objective of the research reported here was to identify optimal future structural
arrangements for the integrity systems associated with the red-meat industry in Australia, in
order to ensure that the systems are managed and delivered in a sustainable manner, and one
which maximises the value these systems deliver for livestock producers and the sector more
generally.

The project consisted of desk-top research to identify preferred structural arrangements for
industry integrity systems and to describe in detail the current structural arrangements for the
integrity systems. This was followed by consultation with the full range of stakeholders involved
in the current systems. Information arising from the research and consultations was used to
develop a preferred future structural model for the integrity systems, and possible transitional
issues associated with a change to a new structure were also canvassed.

The stakeholder consultation elicited a clear consensus that the current structural arrangements
for the integrity systems were cumbersome and becoming increasingly dysfunctional; with
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decision-making processes poorly defined and understood, a byzantine system of committees,
a lack of strong governance, and a lack of strong accountability to stakeholders for the
performance of the systems.

The research identified four generic characteristics or principles that are considered important in
ensuring that an industry integrity system operates in a way that optimizes benefits for
stakeholders. These were;

a sound strategic foundation,

strong governance and integrity,
secure and adequate resourcing, and
empowered management.

e NS

The current integrity systems, while having achieved a great deal for the industry over a
considerable period of time, were found to be deficient in relation to all four of these, and to a
large degree the identified deficiencies are related to the structural arrangements associated
with the systems.

A fundamental issue in relation to future structural arrangements is whether the current multi-
organisation arrangements should be maintained, or whether a single organisation should be
given overall management responsibility for industry integrity systems. Based on the views of
stakeholders and on analysis of current arrangements, a clear recommendation is that the
management of meat industry integrity systems should be the responsibility of a single
organisation.

Four alternative structural models were considered for the organisation, and these alternative
models were assessed against the principles identified earlier in the research. Each of the four
structural models considered had differing strengths and weaknesses, but ultimately a model
which established direct stakeholder membership was considered the preferred structural
model.

The stakeholder model proposed involves the establishment of a new corporate entity, which
would be a company limited by guarantee. The owners or members of the company would be
the current registered users of the NLIS database who own or trade livestock. The company
would be governed by a skills-based board, with board members chosen by a selection-
committee appointment process, subject to endorsement by members.

The company constitution should create a separate standards committee, with the processes
associated with the endorsement of standards detailed in the constitution. The company would
have the role of owning industry standards, and managing the associated industry systems
including the NLIS database. The new company would also manage the audit program
associated with the LPA. Initially it is proposed that AUS-MEAT would be contracted to carry out
that role, with the audit program becoming contestable over time.

There are a range of transitional issues that have been identified in relation to the proposal.
These include the need for support from the Australian, and state and territory governments,
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given their roles in relation to export market access, biosecurity, food safety, and the PIC
database which underpins the NLIS database.

The support of industry peak councils would also be desirable, although the inertia inherent in
securing unanimous agreement (as required by the Meat Industry Memorandum of
Understanding (MOU)) could be a stumbling block in progressing the proposal. Acknowledging
this, the report identifies a process whereby MLA and the Australian Meat Processors Council
(AMPC) could bring about the proposed changes in the absence of unanimous agreement,
utilizing their positions as parent companies of AUS-MEAT and NLIS Ltd to create a transitional
structure that could be converted to a stakeholder-owned model over time.

The research canvassed a range of alternative funding mechanisms, based on the principle that
to the greatest extent possible, the beneficiaries of the integrity systems should bear the cost of
the system. A user-pays system could be feasible in the longer term, although may be difficult to
implement within a short timeframe. An alternative proposal for at least an interim period is that
the integrity systems should be funded from current transaction levies paid by livestock
producers, and from slaughter levies paid by meat processors. It is also proposed that the
current system of charging for NVD forms or electronic NVDs should be discontinued, and
instead an annual registration fee should be imposed on LPA registration, and user-charges
implemented for some uses of the industry databases.

The report concludes by noting that the current integrity systems is not facing an imminent
crisis, but stakeholders are of the view that it is becoming increasingly cumbersome and
unwieldy under current structural arrangements, and substantial reforms are required. It would
seem preferable to implement reforms at the current time, rather than face the possibility that
the system will fail or become dysfunctional and lose stakeholder support at some time in the
near future.
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1 Introduction

Australia’s red meat industries have in the past experienced incidents, as a consequence of
which the integrity of the consumable product has been brought into serious question, especially
in international markets. Causative factors have included disease, and both bacterial and
chemical contamination. Notable incidents include the organochlorine contamination of
Australian beef exported to the USA in 1987, the chlorfluazuron contamination incidents of
1994, and the endosulfan contamination incidents of 1996 and 1999.

In response to these and other related risks, the beef industry in particular initiated a number of
different schemes to better manage product integrity. These have included on-farm quality
assurance schemes such as Cattlecare, as well as accreditation and certification schemes for
saleyards, livestock transporters, feedlots, meat processing facilities and exporters. The
National Livestock Identification System (NLIS) has also been implemented for individual
animals in the beef industry to facilitate the rapid trace-back of integrity breaches, and has been
implemented at a flock or mob level in the sheep industry.

In a number of instances, these systems have been developed in partnership with government,
and form part of government policy approaches to food safety and international agricultural
trade, often extending beyond the red meat industry. For example, the National Vendor
Declaration (NVD) system meets state requirements for waybills that are required for the
transport of all livestock and the meat safety standards that underpin the Livestock Production
Assurance (LPA) are linked to Primary Production and Processing standards applying to all red
meat as well as poultry, pork and game meat, and to imported meats.

While the initial impetus for integrity systems in the red meat industries was to minimise the risk
of biosecurity or food safety breaches, over recent years there has also been an increased
focus on the development of quality, provenance and credence assurance systems, which have
the objective of better informing consumers about some of the less tangible characteristics of
meat products, including geographical origins, eating quality, animal welfare status and details
of the farm production system from which the product originated.

The impetus for the development of these programs is the growing recognition that Australian
agricultural exports have a comparative advantage in higher-value and premium markets, where
exporters that can deliver higher levels of quality and product integrity have an advantage over
exporters that do not have the same capability, and instead rely entirely on price.

The growing significance of the integrity systems associated with red meat production and
processing as part of the total value of the industry has led to stresses in both policy frameworks
and delivery systems, and some serious questions about the suitability of the current
fragmented structural arrangements that exist for each of the different systems.

Responsibility for policy and delivery of the systems currently resides with SAFEMEAT, AUS-
MEAT, NLIS Ltd, MLA, as well as a range of different committees which include representatives
of industry and governments, both state and national. In particular, the responsibility for the
NLIS, the NVD system, and the LPA program is spread between a range of different policy
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committees and delivery agencies, despite the linkages and interdependencies of these
systems and programs. As a consequence, livestock producers have at different times been
critical of the costs and the apparent lack of coordination of delivery of these systems, and
guestions are also frequently raised about the appropriateness of policy settings.

There are currently proposals for a number of changes to be made to responsibilities for both
the policy settings and the delivery of the integrity systems, and the discussion surrounding
these decisions has led to recognition of the need for a more comprehensive review of the
current structural arrangements for these systems. This is given added impetus by the general
belief that integrity systems are going to play an increasingly important role in the red-meat
industry in future, and are likely to be broadened to incorporate a wider range of issues than is
currently the case.

Against this background, the research reported here had the broad aim of providing the industry
with a cohesive and comprehensive future strategy for the delivery of industry integrity systems,
with a particular initial focus on industry structural arrangements.

1.1 Objective

To identify optimal future structural arrangements for the integrity systems associated with the
red-meat industry in Australia, in order to ensure that the systems are managed and delivered in
a sustainable manner, and one which maximises the value these systems deliver for livestock
producers and the sector more generally.

1.2 Scope

The research was focused on the integrity systems associated with the red meat industries of
Australia, in particular the LPA, NLIS and NVD systems. It is recognised that these systems
interact with, or operate in conjunction with integrity systems in the livestock saleyards, livestock
transport, feedlot, meat processing and meat exporting sectors, and to that extent the research
considered these systems, but not to the extent of considering the structural arrangements
associated with those other systems.

The red meat sectors include farm and post-farm businesses and systems associated with the
beef, sheepmeat and goat industries in Australia.

The focus of the research was on the structural arrangements associated with Australia’s
domestic integrity systems for the red meat sectors, however these were considered in the
wider context of their role in facilitating international trade and the domestic marketing of red
meat, and hence included consideration of the role of Australian governments as stakeholders
in some parts of the current systems.

It has been assumed that integrity systems will increase in importance in the future, and will
likely broaden in scope to encompass other credence issues that may include land and
environmental management, livestock management, chemical use, feed systems and even
human resource management associated with specific red meat products. It is not possible to
foreshadow the future importance of these issues or the timing of a potential future focus on
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these, but it was considered prudent to include the possibility of a future broadening of scope of
the red meat integrity systems as part of developing a preferred model for their future
management and delivery in Australia.

While the bulk of the research activities focused on the future needs of the Australian red meat
industries, the research also involved an analysis of some of the principles and lessons
available from the experiences of other food industry sectors that have established what are
considered to be successful integrity systems.

1.3 Methodology

The research primarily involved interviews and discussions with key personnel currently
involved in the management and delivery of existing integrity systems, combined with a limited
desk-top review of published information, and relevant corporate and other documents detailing
current integrity systems in the red meat and other case-study industries.

The research was divided into a number of stages, as detailed below;
Stage 1: Literature and desk-top review

Over the past decade there has been some growth in academic analysis and research into
quality systems, and some of this was relevant to the research conducted as part of this project.
A brief review of this literature was conducted, with the main focus being on two areas.

The first was on understanding the benefits that have been identified arising from the successful
implementation of integrity systems, which assisted in helping to gain greater clarity around the
need for such systems in the red meat industry. One of the key challenges associated with
integrity systems in a sector such as the red meat industry lies in ensuring that there is a
comprehensive understanding throughout the industry about the importance of such systems.
The second was on analysis of structural arrangements for integrity or quality systems, and the
significance of these arrangements in attaining desired outcomes.

Stage 2: Development of preferred integrity-system structural model

This stage of the research involved the development of some high-level principles governing the
successful and sustainable development of integrity systems, specifically considering the
preferred structural arrangements that ideally should be in place.

The principles were utilised to assess the current systems, and to consider the merits of
alternative future structural models for integrity systems in the red meat industries, with a focus
on how responsibilities for policies, standards, operations and reporting associated with the
systems should be organised.

Stage 3: Stakeholder interviews and discussion

There are a range of different stakeholders with varying responsibilities for the current red-meat
integrity systems. These include committees which have responsibilities for providing policy
advice, organisations involved in delivery of programs, service-providers contracted to deliver
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specific support functions, and governments which partner in the systems and have an
oversight role in relation to food safety and export accreditation.

The research involved structured interviews with the full range of these stakeholders, seeking to
fully understand current operational arrangements and issues, to obtain views on the strengths
and weaknesses of the current integrity systems, to identify opportunities to enhance future
performance, and to seek input on the future strategic direction for such systems.

Stage 4: Analysis and structural model refinement

At the completion of the interview stage of the research, analysis was conducted to refine the
preferred structural model in the light of interview responses and other information. This enabled
the development of a series of final recommendations about the preferred future structural
model for the red meat integrity systems.

The preferred structural model also involved the development of a basic business model for the
system, identifying likely costs and sources of funding. The business model was limited to
identification of likely gross costs and preferred sources of revenue, but did not involve detailed
costings or multi-year financial scenarios.

Stage 5: Analysis of transitional issues

There are a range of transitional issues associated with any change from current arrangements
to a preferred future structure. These will include legal, political and possible legislative issues,
as well as issues associated with the need for restructuring of some organisations. One of the
risks associated with a transfer of responsibilities is that staff expertise and system knowledge
may be lost, and stakeholders may consequently lose confidence in the ability of a new
structure to deliver the systems and programs in an efficient, effective and responsive manner.
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2 The red meat integrity systems

The red meat industry has developed a number of integrity systems which operate to provide a
high level of assurance that Australian red meat is safe, clean and compliant with the regulatory
requirements of the markets into which it is sold. The principal component parts comprise:

e Property Identification Code database (PIC database)
¢ National Vendor Declaration (NVD) and waybills

e Livestock Production Assurance program (LPA), and
e National Livestock Identification System (NLIS)

Each of these components has evolved over significantly differing periods of time, was driven by
different stakeholders and interests, and aimed to achieve different objectives.

The PIC originated to facilitate the brucellosis and tuberculosis eradication campaign (BTEC) in
the Australian beef industry in the 1960s. Vendor declarations accompanying cattle offered for
sale commenced in the early 1990s to satisfy the European Union (EU) requirement for beef
imports to be free of hormonal growth promotants (HGPs). The NLIS electronic database was
developed in the 1990s substantially to facilitate a rapid response to an outbreak of infectious
diseases such as foot and mouth disease but also to facilitate responses to food safety and
meat contamination risks. The LPA was introduced in 2004 to provide an efficient means of
satisfying the supply chain requirement that livestock producers have addressed any food safety
matters that arise during livestock production, and it now plays an important role in maintaining
market access.

The components are now viewed as strongly interdependent with the NLIS database as the
centerpiece. While the components of the system have evolved and been integrated into a
coordinated set of integrity systems, the systems face significant operational challenges for a
range of structural and operational reasons. In addition, the integrity systems are expected to
satisfy the multiple and divergent objectives that are a legacy of the principal components
including;

¢ infectious disease preparedness and control
o food safety, and
e satisfying various market access criteria

The integrity systems have also provided some ancillary benefit to livestock producers such as
enhanced identification of livestock, and the tracking of livestock movements by the integrity
systems has increased protection against stock theft. Various interests have also explored the
potential of the integrity systems to be extended to address matters such as animal welfare
assurance and support for appellation claims based on region, breed or production system. The
integrity systems have also been used as the basis of proprietary quality assurance systems
that have been developed in support of branded meat products by Australian meat processors.
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2.1 Identifying the benefits and the beneficiaries

In this section we discuss the benefits produced by the integrity systems and identify those who
receive the benefits. Understanding the nature of benefits—whether they are public goods or
private goods; whether there is a functioning market for those benefits; as well as identifying the
beneficiaries - is relevant to assessing the current integrity systems structure and the
effectiveness of options for revising the structure in future.

As a generalization, where the benefits in question are private goods (see box A for an
explanation of the public and private goods) and there are functioning competitive markets for
the goods, the market can be reasonably relied upon to price the goods and distribute them
according to individual preferences and resolve issues of ownership and governance. However
where public goods exist and an effective market does not operate, matters of regulation,
governance, ownership and funding need to be resolved by specific external design decision in
order to achieve an outcome in which the goods produced are of the right type and quantity and
there is an alignment between who bears the costs and who receives the benefits.

2.1.1 Infectious disease preparedness and control

A database containing information about the origin and movement of livestock provides a
substantial advantage in responding to outbreaks of infectious diseases such as foot and mouth
disease, brucellosis, tuberculosis and Johne’s disease. It enables an outbreak of exotic disease
to be more quickly controlled and eliminated by identifying and tracing animals that have been
exposed to the infection. The exposed animals can be quarantined and treated and regions
where infected animals are kept can be quarantined. It may also identify regions that are
disease-free and by restricting livestock movements enable the disease-free status to be
maintained. For an industry as a whole, such a database contributes to faster disease control, a
smaller impact on output and quicker return to full production.

In relation to disease preparedness and control the current integrity systems (a key component
of which is the NLIS database) operates as an insurance policy. In return for the annual cost of
the system, the cost impact of a future disease outbreak would be greatly reduced should that
catastrophic event occur. The initial beneficiaries would be those producers who would
otherwise suffer substantially greater losses due to the forced disposal of livestock, being

placed in guarantine or being prevented from selling livestock. These benefits have a significant
public good element in them since individual livestock producers cannot be excluded from
receiving the benefits and there may be an incentive to free-ride by not contributing to the cost
of the database.

While the benefits initially accrue to producers, market forces normally re-distribute a portion of
those benefits to others along the supply chain including to consumers in Australia and
overseas. These benefits are in the form of product that might otherwise not be available and
prices that would be lower than would otherwise exist in the event of a disease outbreak. While
the quantum of this re-distribution can be debated, it is sufficient to note that the final impact of
the costs and the benefits is not the same as the initial incidence.
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BOX A - Public and Private Goods

All outputs from human activity (including from the integrity systems) are either ‘private’
or ‘public’ goods (or a mixture of the two types of goods).

Private goods are ‘excludable’, that is the benefits accrue to an individual and access to
the benefits can be controlled. This gives the owners the power to control the output of
the good and to charge for access to it. As a result, buyer and seller are motivated to
negotiate the terms for access to the goods and private goods can usually be valued by
reference to market values.

Public goods are ‘non-exclusive’, meaning that it is impossible to limit who receives the
benefits. Public goods may also be ‘non-rival’, that is, consumption by one person does
not diminish availability of the good or the benefit to others. National defense is a
commonly quoted example of a public good and maintenance of quarantine barriers
against exotic agricultural pests and diseases is another example. It is impossible to
exclude an individual within Australia from enjoying the benefits of the government’s
investment in the defense of Australia, and the enjoyment of that benefit by one
individual does not diminish the benefit available to his neighbors.

The production of public goods is hindered by the problem of ‘free-riders’. A rational
person will not contribute to the cost of production of a public good because they know
they can enjoy the benefits without paying for them. A consequence of the free-rider
problem is that typically, market economies under-produce both non-rival and non-
excludable goods unless there is intervention by government either to directly invest in
producing those goods, or by regulations or other mechanisms that address the non-rival
or non- excludable nature of the goods.

Some outputs are a mixture of both public and private goods. For example it may be
possible to exclude some individuals from access to a good but not others. This is the
case with some of the benefits of the integrity systems.

Public goods are not always universally available to the public at large. Some public
goods are only available to segments of the community, but still characterized by being
non-exclusive or non-rival and prone to free—riders. These conditions apply to some of
the benefits of the integrity systems such as market access and biosecurity. These
public goods that are accessible only to a specific industry or commercial segment are
often referred to as ‘industry goods’ or industry benefits.

2.1.2 Market access

The ability to demonstrate that the industry has an effective system for recording the origin and
management of animals from birth to slaughter is a pre-requisite for selling into some export
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markets. The LPA system underpins the declarations made by producers in NVDs and in turn
product descriptions and undertakings by meat exporters and export certification by the
Department of Agriculture Biosecurity. In this respect, the LPA and its associated audit process
are not a certification of individual producers, but a validation of the industry-wide systems that
are a ‘gate opener’ for access to many markets. The system is audited, not to test individual
compliance, but to demonstrate overall reliability of the LPA-NVD system. This parallels the
purpose of an accounting audit which doesn’t verify every financial transaction recorded by a
company, but does reassure that its accounts present a true and fair picture of the business.

The beneficiaries of the LPA-NVD system are in the first instance meat exporting companies
which gain and maintain access to a range of higher value markets than would otherwise be the
case. As with the biosecurity benefits discussed above, some of these benefits are redistributed
to others further up the supply chain, including producers, because there is stronger demand for
livestock than would be the case if those markets were not available.

The LPA-NVD system delivers benefits that have both public and private good elements. When
access to a market is established, the ability to sell to that market is open to a range of licensed
exporters. When exporters source livestock to produce meat for export to those markets, they
are generally limited to purchasing from those producers who are LPA accredited and bear the
costs of the accreditation process. The benefits that flow to livestock producers therefore have a
substantial private good element.

2.1.3 Food safety

The integrity systems including LPA and NVDs provides a level of assurance that livestock are
produced in a manner consistent with minimizing on-farm risks to food safety arising from
animal diseases, medications, fodder ingredients, and herbicides and pesticides applied to
pastures. The benefits that flow from this can be measured as both a reduction in the cost to
government of surveillance for farm practices or testing of meat products (a reduced cost to
taxpayers), and a reduction in the cost to consumers of ensuring that the food they consume is
safe. Thus the food safety benefits derived from the integrity systems produce both public and
private goods that are realized, initially by consumers and taxpayers. An understanding of these
benefits and who are the recipients of these benefits will contribute to the analysis and
subsequent consideration of the structure of the integrity systems. Because some of the
benefits contain significant public good elements, there are opportunities for free riders or, in the
absence of intervention, under-investment in the systems that produce the benefits. Itis
therefore important that the interventions by government and collectively by industry to address
market failures ensure that the interests of the principal stakeholders are properly represented
and that the allocation of costs reflects the benefits that flow to those stakeholder groups.

2.1.4 Distribution of benefits within industry

A challenge facing the integrity systems is that it has varying relevance and importance to
various geographic or production segments of the red meat industry.
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In effect, the direct economic and commercial benefits of the systems are not evenly distributed
across the industry, even though the entire industry benefits from the level of market access the
systems make available. Live cattle exporters, livestock producers who sell to the domestic
market and exporters of beef to the EU, for example, receive widely differing benefits from the
systems that may be considered disproportionate to the costs they bear. As a result, the level
of support for, compliance with and participation in the integrity systems and its components
also varies across the industry.

Some elements of the integrity systems are mandated by regulation (PIC and waybills) while the
status of others are less clear. While not mandated by legislation, NVDs and the LPA are
effectively mandatory in many markets. In addition, some elements of the integrity systems
have application beyond the red meat industry. PICs for example are required for all farms (or
by farm business owners in Western Australia) where livestock species other than cattle, sheep
and goats are kept.

2.2 Current structural arrangements of the systems

This section describes the structures associated with each of the current systems, and the
functions of each of those systems.

2.21 NLIS

The National Livestock Identification System was developed as the livestock identification
system to enable the movement of livestock in Australia to be traced from the property of origin
to the final market destination, for biosecurity, food safety and product integrity purposes, and to
facilitate market access.

State regulations also require owners of cattle, sheep and goats to ensure that an NLIS
approved permanent identification device is affixed to each animal of these species. Livestock
producers may purchase a supply of approved identification devices from a retailer, who records
the numbers of those devices on the NLIS database.

At calf or lamb marking (or when the livestock are sold and leave the property) the devices must
be attached to the animals. Typically the agent involved in a direct sale (or the operator of the
saleyards through which the animals were sold or the processor or feedlot) scans the NLIS
numbers of the animals being sold, and uses this and the information on the vendor’s NVD to
transfer the livestock from the seller to the purchaser on the NLIS database at the time of the
sale.

Under NLIS rules, in the case of direct sales to another livestock producer (or to a feedlot), it is
the responsibility of the purchaser to transfer the relevant NLIS numbers within seven days. In
the case of cattle sold for slaughter, it is the responsibility of the processor to electronically
record the NLIS numbers of slaughtered cattle on the NLIS database within 24 hours, and in
some jurisdiction also to record at least minimal feedback information such as weight at
slaughter. More detailed feedback information may also be uploaded by the processor at
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slaughter, and can be retrieved from the NLIS database by the seller of the slaughtered cattle.
Substantial fines apply in each jurisdiction for failure to attach identification devices to animals.

Structure and governance

Under the meat industry MOU, responsibility for industry policy settings associated with
biosecurity and food safety rests with SAFEMEAT. The NLIS database is used to record and
report livestock movements and was initially developed and maintained for SAFEMEAT by MLA.
In December 2008 NLIS Ltd was incorporated and was formally appointed by SAFEMEAT as
the administrator of the NLIS database. NLIS Ltd administers the NLIS database for
SAFEMEAT in accordance with the terms set out in the ‘Terms of Use for the National Livestock
Identification System Database’.

NLIS Ltd is a company limited by guarantee, operating under the trading name of NLIS and is a
wholly owned subsidiary of the grower owned company MLA. Board members of NLIS Ltd are
appointed by MLA.

The responsibility for recording livestock movements on the NLIS database generally rests with
the purchaser of livestock, including feedlots and meat processors, but also applies to the
operators of livestock saleyards, to livestock agents in many cases, and to individual livestock
owners. Livestock movements are recorded via the use of a paper-based NVD form which is
required to be completed by the seller of livestock prior to their movement from the originating
property, with the information on that form subsequently being recorded electronically on the
NLIS database. Recently, an electronic NVD form has also been developed.

The Australian Government and state and territory governments established the regulatory
policy framework for the NLIS through the Primary Industries Ministerial Council (PIMC), and
this role continues to be exercised by the successor to that organisation, the Agricultural
Ministers Forum (AGMIN).

State and territory governments establish and enforce the regulatory requirements for livestock
movements to be reported to the NLIS. The Australia Government establishes and enforces the
regulatory requirements in relation to exports and export markets, aspects of which are also
reflected in state and territory regulations.

SAFEMEAT has a right to audit the NLIS database. NLIS Ltd’s administration of the database
is reviewed annually by SAFEMEAT or its authorized third party reviewer and may be audited
by SAFEMEAT at the request of the Australia Government or a state or territory government.

Various committees exist to advise Australia Government, state and territory governments, NLIS
Ltd and SAFEMEAT about the NLIS, its framework and administration of the database.

The committee structure is outlined in the diagram below.
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The NLIS has a number of committees that are involved in providing advice and oversight of the
system. These include;

e State and territory NLIS Implementation Committees, which have the role of advising
the relevant Minister about implementation of NLIS in its jurisdiction.

e NLIS Monitoring Committee which provide for the exchange of information between
State and Territory Implementation Committees in order to maintain a consistent national
livestock identification and tracing system across all states and territories, and to provide
advice and recommendations about operational and policy matters associated with
NLIS.

¢ Database Development Review Committee which considers and responds to requests
for change and functional development of the database.

e NLIS Standards Committee which makes recommendations to NLIS Ltd regarding the
suitability of submitted devices for accreditation under the NLIS Permanent Identification
Device Standard, and recommends changes and modifications to that standard.

¢ NLIS Advisory Committees (separate for cattle and sheep) which act as a consultative
forum for stakeholder groups including the NLIS Cattle Advisory Group and the NLIS
Sheep and Goats Advisory Group.
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SAFEMEAT appoints the chairmen of the NLIS Advisory Committees and NLIS Standards
Committee.

NLIS Ltd licenses the sale of identification devices (radio frequency identification devices -
RFIDs) for cattle and ear tags for sheep and goats that comply with the NLIS Permanent
Identification Device Standards.

NLIS Ltd is also required to maintain the extended residue program (ERP) database which lists
PICs with a known source or risk of contamination from organochlorine, antibiotics or other
restricted animal treatments. The ERP database is used by meat processors, saleyards,
feedlots and other supply chain participants as an early warning system for identifying livestock
that have a higher risk of chemical residues.

Costs

The management of the NLIS database is a major undertaking. There was an average of
353,570 transactions per month processed on the NLIS database in 2013-14 (MLA, 2014, p 10)
(an increase of 29% over previous years) and NLIS Ltd had 64,490 account holders, who are
authorized to have electronic access to the database including government agencies and
producers

The current total budget for maintaining the NLIS database, and associated support and
communications, help desk operations, and industry support services is approximately $5.5
million (MLA, pers. com.) although in 2015-16 this is projected to increase to $5.8 million as it
includes initiatives to upgrade the NLIS system. This funding is largely derived from MLA
livestock levies. Development of the database and its functionality is funded through investment
by MLA supported in part (approximately $1.7 million of the above $5.5 million) by matching
research funds provided by the Australia Government.

2.2.2 PIC databases

A Property Identification Code (PIC) is a unique code allocated by state and territory
governments to each parcel of land which is used to raise designated species of livestock, in
order to enable the land on which each animal has been raised to be identified. Each state and
territory government maintains a PIC database, which contains details of the owners of each
PIC, as well as other information relevant to that area of land.

Structure and governance

Each state and territory has passed legislation to require the owner or manager of designated
livestock or the owner or occupier of land on which the designated livestock are kept to obtain a
PIC for each property on which the livestock are kept. An exception to this requirement applies
in Western Australia, where the PIC is allocated to the owner of livestock, rather than the
property on which livestock are being held. The WA PIC database also contains details of the
properties owned by persons holding a PIC, and stock brands used by that person.
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Designated livestock include cattle, sheep, goats as well as buffalo camelids, deer, equines,
pigs and poultry. Properties that are required to obtain and maintain a PIC include farms and
feedlots, as well as saleyards, abattoirs, live export facilities, stock routes, commons, sporting
facilities and show facilities. It is to be noted that the PIC register in each state serves multiple
purposes and is not dedicated solely to supporting the NLIS.

As a minimum, application may be made for a PIC for each rateable land lot (noting the
variation applicable in WA). However, one PIC can be applied to multiple lots provided they are
used for a common purpose (eg to graze the same livestock) and are proximate (adjoining or
nearby). The cost for registration is nil in some jurisdictions (Vic, Qld, NT, WA) and nominal in
others (eg. $22 in NSW, $35.25 in SA))

Each state government maintains a register of PICs in a searchable database that is transmitted
to NLIS. The PIC databases are also generally able to be searched by the public.

Plans have been made for a national PIC database to be developed on behalf of all state
jurisdictions. At the time of writing this has not yet occurred.

Costs

The costs associated with the maintenance of the PIC databases are not separately identified
by state governments and generally form part of the cost of administration of the department of
primary industries (or equivalent). In any case, the PIC database is used by state governments
for delivery of a variety of other programs and services. It has been estimated that the cost to
state governments of administration associated with NLIS and PICs totals $15.9 million p.a. in
2013-14 values (Dwyer and Clarke, 2015)

223 LPA

The LPA is an on-farm food safety program, to which livestock owners may voluntarily elect to
become accredited. Accreditation requires the owners of livestock to ensure livestock are
managed in ways that minimise food safety risks. Its function is to provide buyers of LPA-
accredited livestock with greater assurance about the food safety status of livestock being
purchased, and to meet international market access requirements.

Livestock producers who maintain LPA-accreditation commit to carrying out specific on-
farm practices and to adhere to the LPA standards and rules. LPA food safety
standards have been developed to satisfy basic on-farm food safety guidelines.

The LPA standard covers producers’ responsibility for on-farm practices in five key
areas:

Property chemical contamination risk assessments

Safe and responsible use of animal medicines and animal health products
The use of uncontaminated stock foods, fodder crops, and grain and pasture
Preparation of livestock for transport to minimise stress and reduce risk

PobE

Page 21 of 79



V.SMA.1512 — A structural review of the red meat integrity systems

5. Livestock transactions and movements documentation

LPA accreditation entitles a producer to use an LPA NVD. The LPA NVD is the principle
document by which information regarding the food safety and residue history of livestock is
transferred from one property to another and from a seller to a buyer; through agents,
saleyards, feedlots, exporters and end users including processors and retailers. Each element
of LPA enables producers to verify the declarations made on LPA NVDs which provide the
supply chain with assurance that meat from livestock produced in accordance with LPA meets
the minimum food safety standards for domestic and export markets.

Accredited producers are required to participate in random audits, to verify the effectiveness of
the systems implemented on their property and to ensure the LPA Standards are met.

LPA accreditation is linked to PICs. Currently, approximately 210,000 PICs are LPA accredited.

In order to use LPA NVDs producers must ensure that their PICs are accredited in the program

and must reaffirm their accreditation every 12 months in order to maintain currency. There is no
charge for LPA accreditation or for LPA audits.

While LPA is a voluntary industry program, the majority of meat processors require livestock to
be sourced from LPA-accredited properties

Structure and governance

LPA is owned by the red meat industry through AUS-MEAT, which owns and maintains the LPA
standard, and which also carries out the audit program associated with LPA. (see Appendix 3).

The LPA program, including the associated audit program, is managed by the LPA Advisory
Committee (LPAAC), which comprises representatives from key industry sectors including
cattle, sheep, goat and dairy producers, processors and livestock agents. The diagram below
outlines the structure of LPA and its control.
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The LPA audit program operated by AUS-MEAT was developed primarily with the objective of
ensuring the program meets market access requirements, rather than as a means of assuring
compliance with LPA by individual livestock producers. Statistical analysis is used to identify the
number of audits that are required, and these are stratified by region and species. AUS-MEAT
then manages audits in order to achieve efficiencies — for example by grouping audits within a
region to minimise travel and time costs. Approximately 2,000 LPA audits are conducted each
year on a random selection of LPA registered PICs.

AUS-MEAT is also the auditor for the National Residue Survey (NRS) program, and conducted
approximately 4,000 property audits associated with that program, at the direction of the
Australian Government Department of Agriculture. AUS-MEAT also conducts audits for the
Certified Pasture-fed (PCAS) and Organic standards. AUS-MEAT has stated that it attempts
whenever possible to integrate these audit programs to minimise their costs, for example by
attempting to ensure that an auditor does not need to repeatedly travel to the same region for
audits associated with separate programs, but instead integrates travel and visits associated
with multiple audit programs.

In addition to the basic level LPA accreditation, AUS-MEAT also offers the Livestock Production
Assurance On-Farm Quality Assurance (LPA QA) program. LPA QA incorporates the
Cattlecare and Flockcare programs as a second tier of the LPA framework. Producers must be
accredited to LPA (level 1 or Food Safety Management) to participate in LPA QA. The
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Cattlecare and Flockcare programs were initially developed by the Cattle Council of Australia
and the Sheepmeat Council of Australia respectively, but following the introduction of the LPA
food safety program, the administration of these industry programs was transferred to AUS-
MEAT. The LPA QA program is managed by the LPAAC. Participation in LPA QA requires an
annual individual property audit.

Costs

LPA audits are undertaken by AUS-MEAT auditors. The cost of the LPA audit program was
approximately $1.2 million in 2013-14 (MLA., pers. com). This cost is largely funded using
revenue from the sale of NVDs.

MLA funds and manages other components of the LPA program including
e LPA Help Desk
¢ LPA communications, education and training materials
e Research and development and provision of the electronic NVD system.

MLA advises that the budget for these activities in 2014-15 was approximately $1.3 million,
although this is projected to increase to $2.55 million in 2015-16 in order to support the
introduction of the electronic NVD.

2.2.4 NVD /Waybill

NVDs or Waybills are the documents that are completed and signed by the sellers of livestock, and
which provide information which is subsequently used to record the movement of livestock on the NLIS
database. Their function is to document the transfer of livestock from one owner to another, or the
slaughter of livestock.

Structure and governance.

State and territory governments are responsible for maintaining legislation requiring the use of
approved forms of NVD or livestock waybills for the purpose of notifying the NLIS of the birth,
death, sale or movement of an animal.

The content and use of NVDs or livestock waybills was developed by SAFEMEAT and
implemented through state and territory legislation and the LPA program. The National Vendor
Declaration Working Group of SAFEMEAT comprising representatives of Australia Government,
state and territory governments and industry is the forum in which matters of the content and
related regulatory requirements are considered, with decisions ultimately confirmed by the
SAFEMEAT Executive.

The LPA NVD (see appendix 4) is a proprietary document which PIC owners are encouraged to
use to inform NLIS of livestock movements. The completed LPA NVD contains the details of
the owner of stock, the PIC from which the movement commenced, the destination address,
details of the number of stock that are being moved as well as declarations relating to the
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feeding, origin, residue status, and withholding periods. LPA NVDs are available to PIC owners
either as printed forms or electronic tokens which are individually numbered and can only be
purchased from AUS-MEAT which manages distribution of LPA NVDs on behalf of LPA.

A livestock wayhbill or transported stock statement (TSS) (see appendix 4) is a generic,
uncontrolled form specifying the PIC of the property from which the stock commenced
movement, the address to which the stock were consigned (and the PIC if known) the number
of animals moved and the details of the owner or person responsible for the animals. The
waybill or TSS is an alternative form by which NLIS can be notified of movement or sale of
stock. The wayhbill does not contain the declarations relating to feeding, medication or
withholding periods that are contained in a NVD. Buyers of stock for slaughter may require the
owner to complete declarations of this type as a condition of purchase which would require the
vendor to use an NVD or an equivalent format.

Cost.

AUS-MEAT is responsible for the sale and distribution of LPA NVDs on behalf of LPA. There
are different LPA NVDs for cattle, cattle destined for the EU market, sheep, goats and bobby
calves. LPA NVDs can be purchased in paper format or in an electronic format called an e-DEC.
Paper NVDs can be purchased in books of 20 from AUS-MEAT at the price of $40 per book.
Alternatively PIC owners can register to use e-DEC and purchase electronic tokens at the price
of $20.90 for 20 tokens. These prices are determined by AUS-MEAT and the revenue
generated by NVD sales is used by AUS-MEAT to partly-fund the cost of LPA audits.

The total cost to industry of processing NVDs is estimated to be approximately $13
million p.a. (MLA, loc. cit.) This is understood to include direct costs incurred by supply
chain participants in the re-processing of paper based NVDs.
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3 Outcomes of Stakeholder consultations

Throughout the course of the research, a number of stakeholders were consulted in order to
ascertain their views about the value of the current red meat integrity systems for the industry,
the efficiency and effectiveness of the current systems, and potential options for the future of
these systems. The responses obtained included both the personal views of those involved in
the consultations, and also where relevant, the more formal policy positions of the organisations
that the individuals were associated with. The responses of those involved in the consultations
are summarised in the following sections of the report.

3.1 Importance of red meat integrity systems

A fundamental question for all involved in the Australian red meat industries is whether the
integrity systems that have been developed are of value to the industry. While cattle brands and
sheep earmarks have been used as a system of identifying livestock ownership in Australia for
the past 100 years, the current integrity systems (including PICs, NLIS, NVDs and LPA) have
only been implemented within the industry over the past twenty years, often in response to
specific incidents. Given that these systems impose additional costs on the livestock industries,
it is sensible to make some assessment of the extent to which these systems deliver value,
before proceeding to consider alternative structural arrangements.

One of the challenges in trying to assess the extent to which these systems deliver added value
to the industry involves projecting what the industry situation would be in the absence of these
systems. This is not a simple task, as it involves analysis of what might happen in response to a
biosecurity or food safety incident, and projections about the extent to which the presence of
specific integrity systems would either prevent that incident from occurring, or moderate the
negative impact of that incident. It is also necessary to consider the extent to which the
presence of the integrity systems provides access to specific markets that otherwise would not
be available.

The experience of the US beef industry in the wake of a detection of Bovine Spongiform
Encephalitis (BSE or mad cow disease) in a single animal in late 2003 provides a relevant case
study of the potential impact of a specific biosecurity or food safety incident. As a consequence
of that detection, fifty three countries immediately banned all imports of US beef, and the value
of US beef exports dropped from $US 3 billion in 2003 to $US 0.5 billion in 2004. It was ten
years before Japan finally removed its trade restrictions on US beef imports.

The fact that no BSE cases were detected in Australian cattle and that the sector had in place
the means to trace all livestock back to the farm of origin meant that Australia retained access to
the Japanese and Korean beef markets for an extended period during which the USA and
Canada were excluded. However, it was not just the fact that Australia had in place a livestock
tracing system (mandatory from 2000) that prevented the negative impact of this incident, as
Australian authorities had also banned the feeding of meat meal (the infection pathway for BSE)
to ruminants in 1997, whereas similar restrictions were not imposed by the USA and Canada
until much later.
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Consequently, it was the combination of Australian biosecurity standards and integrity systems
that meant the Australian beef industry avoided the potentially devastating impacts of a BSE
incident, rather than integrity systems in isolation. Nevertheless, the presence of integrity
systems was obviously a significant factor.

In discussions with stakeholders involved in the consultations associated with this research, all
held the view that the red meat integrity systems were of considerable value to the industry, and
needed to be maintained and improved. None of the persons consulted were of the view that
current industry-wide systems should be dismantled, or that private sector integrity systems
could negate the need for industry-wide systems.

The perceived value of the integrity systems included its role in disease control and response,
reduction of chemical contamination risk, maintenance of market access, maintenance of
industry reputation, and the potential to use the system as part of livestock management
systems and quality assurance and product branding initiatives.

It was noted by many of those involved in the consultations that private sector quality systems
that are being developed by processors or in support of a brand in fact rely on and build on the
industry integrity systems including the PIC, NLIS, NVD and LPA, reinforcing the importance of
the industry systems.

Frequent mention was made of the linkages between these red meat integrity systems and the
ability of Australian livestock industries to meet increasingly stringent export compliance and
biosecurity protocols. It was noted, for example, that access for Australian beef to the EU
market relies on the ability of Australian cattle to comply with the lifetime traceability
requirements of that market.

In reporting a unanimous view about the value of the integrity systems to the industry, it is
important to note that the stakeholders included in the consultation process were all closely
involved with the systems and in industry leadership roles, and therefore could be considered to
have predetermined views about the value of the integrity systems.

There have been contrary views expressed by livestock producers about the value of the
integrity systems, and especially the extra costs they incur as a consequence.

A number of those consulted noted that producers, at least in some regions, did not have a
sufficient understanding of the importance of the integrity system or of their responsibilities
within the system.

While those involved in consultations associated with this research were firmly convinced about
the value of the integrity systems to the industry, there was also almost unanimous agreement
that major changes are needed to the integrity systems in order to improve its efficiency and
effectiveness, and to position it to meet future requirements.

3.2 Administrative structures
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One of the most frequently cited concerns expressed about the current integrity systems is the
complexity of administrative structures associated with various elements of the systems, and the
subsequent difficulty in achieving integration and co-ordination.

The various structures involved in the systems are detailed elsewhere in this report, and a
summary of those structures and their roles in the integrity systems is provided in the following
table. This highlights the number of different organisations involved. However, the integrity
systems are considerably more complex than the table suggests, due to the plethora of different
committees that operate within many of these organisations.

SAFEMEAT, for example, has a total of twelve partner members, plus an Executive Group that
also consists of twelve members who represent the same group of organisations but which
involves different personnel. The SAFEMEAT Executive also has at least twelve sub-
committees, with additional groups created in response to specific issues, but rarely disbanded.

It was noted by a number of persons involved in the consultation for this work that often the
same people are involved in considering an issue at the SAFEMEAT committee level, the
SAFEMEAT Executive level and the SAFEMEAT Partner level.

Additionally, it was the opinion of some involved in the consultation that some of the
organisations involved in the SAFEMEAT Partnership no longer sent senior decision-makers to
the meetings, meaning that those present at the meetings may not have sufficient authority to
make decisions, which further stalls decision-making. It was also noted that the personnel
present at the SAFEMEAT Executive change regularly, leading to a loss of corporate knowledge
and slower decision-making. Adding to the challenges, items on the various SAFEMEAT
agendas are considered to progress towards decisions in an inordinately slow manner, to the
great frustration of many of those involved.

A comment was made that many people within the structure are not conversant with the details
of the system. A relatively small number of people have a deep understanding of its operations
and do most of the work in developing policy and implementing operational change and
improvement.

The unincorporated nature of SAFEMEAT, and the lack of any overarching governance
structure in combination with a need to achieve consensus on decisions appears to have
created an unwieldy and unresponsive structure, according to some of those involved. A
symptom of the unwieldy structure highlighted by some of those consulted is that the ‘cycle time’
for turning policy proposals into decisions and implementing changes to system functionality can
be measured in years, rather than months.

This is recognised by many of those directly involved, and proposals have been developed to
reform the structure and operations, but these do not appear to have been progressed to any
great extent, and in fact SAFEMEAT does not appear to have well-defined decision-making
processes available by which these proposals can be progressed to a definite conclusion. As a
consequence, issues can be the subject of discussion for extended periods.
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Those involved in consultations also highlighted, however, that SAFEMEAT performs a difficult
role in that it relies on the cooperation of the Australian and state and territory governments in
order to have the decisions that it makes given effect in state legislation or regulations. There is
no doubt the red meat integrity systems would be less nationally consistent, in the absence of
SAFEMEAT.

That noted, the result is a lack of uniformity across state boundaries, and claims that there is a
significant variation in the standards of enforcement exercised by responsible state government
personnel. Examples given included the tagging exemption for bobby calves in Tasmania, the
different PIC arrangements in Western Australia, variable levels of enforcement of NLIS rules by
state governments, and the lack of legislation requiring the use of NVDs in the Northern
Territory.

Some involved in the consultation process were also of the view that a similar problem exists
within the AUS-MEAT structure, although the Board structure of that organisation and its focus
on service delivery appears to have resulted in a more commercial and outcomes-driven
orientation.

That notwithstanding, there are a number of committees and representatives involved at an
advisory level within the AUS-MEAT structure associated with the development and
maintenance of industry standards, and the relative power and responsibilities of those
committees vis-a-vis the Board of AUS-MEAT is not clear to many involved in the system.

The fact that the implementation of these standards relies on cooperative action being taken by
other parts of the integrity systems structure including state agencies undoubtedly complicates
the ability of AUS-MEAT to implement changes, and has in the past led to a lack of coordination
between announced policy changes, and the implementation of those changes.

Some of those consulted felt that disaggregated structure of the integrity systems and divided
responsibility for implementation has been a significant contributor to the low level of
understanding and support for the system within some segments of industry.

Table 1 Summary of the organisations involved in the integrity systems, and their
roles and funding sources.

Organisation | Nature of entity Role Funding source
Meat and MLA is a livestock Meat & Livestock Principle funding source is
Livestock producer-owned Australia Limited (MLA) transaction levies paid by
Australia (MLA) | limited-by-guarantee delivers marketing and livestock producers. Matching
company which has research and Australian Government funding
two membership development services for | is obtained for the amount of
classes — producers Australia's cattle, sheep this funding expended on
and Peak Councils. and goat producers. MLA | research and development,
funds a number of capped at 0.5% of the gross
components of the value of livestock production.
integrity systems from MLA also receives some
producer levies and some | funding from co-investors in
matching government specific projects.
funding for related R&D.
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Organisation

Nature of entity

Role

Funding source

SAFEMEAT SAFEMEAT is an Stated role is to establish | Funding of approximately
unincorporated entity, world’s best practice $480,000 per annum for
established by the standards of meat safety, | SAFEMEAT is provided by MLA
Meat Industry to ensure each sector and the Australian Meat
Memorandum of has sound management Processors Corporation
Understanding. Its systems to deliver safe (AMPC). The SAFEMEAT
members include and hygienic products, to | secretariat is based in the
Australian and State ensure nationally Department of Agriculture in
Governments and consistent government Canberra. Trial and project
agencies, MLA, and meat safety standards, to | funding is sourced from
various industry Peak ensure effective crisis members.

Councils. management, and to
monitor industry meat
safety performance.

AUS-MEAT AUS-MEAT Limited is | Stated role is to own and | Total revenue in 2014 was
a company limited by maintain meat industry $14.4 million, of which $1.1
guarantee, 50% owned | standards, to provide million was contract income
by MLA and 50% quality assurance from parent entities (MLA and
owned by the AMPC. auditing and consultancy | AMPC), $12.6 million was from

services to the food industry services, and
industry, and to produce approximately $420,000 was
meat industry from product sales and other
publications. Owns LPA income.

standard and derives

revenue from audit

services and sale of

NVDs.

NLIS Ltd A wholly-owned To maintain and operate | Now funded by MLA from
subsidiary of MLA. Itis | the NLIS database which | livestock transaction levies
a company limited-by- | records PICs, NLIS (approximately $5.4m pa).
guarantee. details and the movement | Some R&D jointly funded by

of livestock. industry and government.

Red Meat Has four key functions: | A company limited by Holds the Red Meat Reserve

Advisory Council
(RMAC)

cross-sector policy
advice to the Australia
Government, a forum
for cross-sector policy
development, asset
management and
custody of the MOU
and Meat Industry
Strategic Plan (MISP)

guarantees, members of
which are; Australian
Meat Industry Council,
Cattle Council of
Australia, Sheepmeats
Council of Australia,
Australian Lot Feeders’
Association and
Australian Livestock
Exporters’ Council.

Fund valued at approximately
$40 million. Income from this
fund (approx. $2.3m in 2010) is
distributed to the five peak
industry councils each year.

Prescribed
industry bodies
(Cattle Council,
Sheepmeats
Council, Lot
Feeders, Meat
Processors,
Goat Council)

Meat industry national
peak councils, usually
either unincorporated
associations or
companies limited by
guarantee.

To represent and
advocate for the interests
of members. These
councils have positions
on many of the
organisations and
committees involved in
the integrity systems.

A mixture of membership
subscriptions, consultative
funding from MLA, and funding
allocated by the Red Meat
Advisory Council from the Red
Meat Reserve Fund.
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Organisation Nature of entity Role Funding source

State State Government To enact legislation to State Government funding,
Government agencies give effect to SAFEMEAT | supplemented in some cases
agriculture and agreements, to monitor via cost-recovery agreements
food safety meat industry compliance | and user-fees.

departments with relevant standards

and codes, and to
maintain state-based PIC

databases.
Australian Australian Government | To deliver Australian Australian Government funding,
Government Department Government policies and | supplemented in some cases
Department of programs in support of via cost-recovery agreements
Agriculture the meat industry, and user-fees.

including legislation,
national coordination,
market access
negotiations and
agreements and border
guarantine and
biosecurity services.

3.3 System integrity

While it is not the task of this research to audit the integrity of the integrity systems, it was
noteworthy that many stakeholders involved in the consultation associated with the research
expressed concerns about the integrity of the system. In using the term ‘integrity’, the reference
was to the completeness and robustness of the integrity systems, rather than any inference that
there is fraud or corruption associated with the scheme.

Integrity concerns raised by stakeholders included,;

e unrecorded livestock movements between properties owned by a single owner,

e the procedures associated with lost or missing tags,

e some industry uncertainty about responsibility for recording the movement of livestock
from one owner to another (either farmer to farmer or farmer to feedlot/processor)

¢ failure of agents or saleyards to transfer livestock records when livestock sold,

o failure of processors to delete slaughtered livestock from the NLIS system,

e apparent breakdowns in the system in the event livestock are purchased by domestic
processors,

¢ highly variable monitoring and surveillance by responsible state government authorities,
and

e a failure of some states and territories to require and/or enforce requirements for NVDs.

These contributed to the views expressed by some involved in the consultations that they have
doubts about the ability of the system to adequately deal with a serious integrity incident. The
structural arrangements of the integrity systems are obviously a contributing factor to this lack of
confidence in the integrity of the system.
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3.4 System ownership

A common point of discussion during consultations was the fact that no-one actually ‘owns’ the
integrity systems, and while this is understandable for an industry system, it is also a major
limitation when it comes to strategic direction, governance and ultimately management and
accountability.

It is very apparent that the integrity systems are not a single system operated by a single
organisation, but as one of those involved in the consultations observed, “a ramshackle
collection of organisations and systems that manage somehow to work”, but that are effectively
owned by no single entity or organisation, and are therefore very difficult and cumbersome to
manage.

To some degree, this situation has arisen as a consequence of the history of the system, which
is comprised of different components that were developed at different times in response to
specific incidents or market requirements. In addition, it is reasonable to recognise that in earlier
times there was not the same level of scrutiny on these issues as has now developed, and
hence these systems were considered to be less important, therefore subject to less scrutiny.

The PIC system is owned by each individual State or Territory Government, and while there is
reasonable uniformity there are variations in relation to the definitions used, and the way the
system is operated.

The NLIS database and operations are the responsibility of NLIS Ltd, a company wholly owned
by MLA. NLIS Ltd has a number of different advisory committees involving wide industry
representation (as discussed earlier), however the fact that MLA is the legal owner of NLIS Ltd
means that MLA appoints the Board Members, who are ultimately accountable to the MLA
Board.

The LPA standard is maintained and managed by AUS-MEAT (as advised by the LPA Advisory
Committee), and some are of the view that AUS-MEAT actually ‘owns’ the intellectual property
associated with that standard. However, AUS-MEAT is 50% owned by MLA and 50% owned by
AMPC, and these two organisations each appoint two of the five Board members, and agree on
the appointment of an independent chair person. From a legal perspective AUS-MEAT is owned
by these two organisations, and is answerable to these, so the ownership of LPA also ultimately
rests with those two organisations.

The fact that the integrity systems do not sit within a common ownership structure appears to be
a major reason for the frustration that many stakeholders expressed about the decision-making
processes. Instead of having a single forum where decisions can be made, stakeholders are
often involved in considering the same issue in multiple different meetings, with little progress
seemingly made in getting each of the different ownership structures to reach a common
decision.
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3.5 Scope of integrity systems

A number of individuals and organisations consulted as part of this research identified the
current and possible future scope of the integrity systems as a challenge, which necessitates
consideration in any future structural arrangements for the integrity systems.

This observation arises from the scope of several current industry accreditation schemes (not
necessarily the core elements of integrity systems, but closely connected with the scheme) such
as the National Feedlot Accreditation Scheme (NFAS), and the Australian Animal Welfare
Certification System (AAWCS). These standards are part of the system designed to manage
biosecurity and food safety risks in the Australian meat industry, but they also incorporate
animal welfare and environmental elements. Similarly, the Pasture fed cattle assurance scheme
(PCAS) provides assurance that cattle have been fed on pasture, but also incorporates optional
elements relating to claims about cattle having been grown without the use of either hormonal
growth promotants or antibiotics.

This highlights that the increasing range of product characteristics that consumers are
demanding information about extend well beyond the traditional biosecurity and food safety
issues, yet many of the accreditation standards developed to provide information about these
issues are dependent on elements of the integrity systems. It is also reasonable to assume that
demand for accreditation dealing with additional characteristics, such as organic production,
freedom from the use of genetically-modified feedstuffs, or provenance (region of production) is
likely to continue to increase.

Responsibility for the management of accreditation relating to these product characteristics
logically should rest with private industry and not be considered part of the potential scope of
the integrity systems. However, the owners of the standards associated with these accreditation
systems often see benefits in having these systems managed by an independent party that
adds to the credibility of the system, and as is the case with the NFAS, some of these standards
are closely dependent of the integrity systems, and it is therefore more efficient to have them
administered by a single entity.

The likely future scope of accreditation systems that will be operating in the meat industry lead
to the conclusion that in considering future structural arrangements for the integrity systems, it
will be important to develop a structure that can accommodate both primary (compulsory)
standards dealing with public-benefit issues (such as food safety and biosecurity), and
secondary (non-compulsory industry-owned) standards dealing with characteristics such as the
environment, production system, animal welfare, and labour standards.
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Proprietary or
brandname systems

Secondary integrity
systems

LPA-QA, NFAS, PCAS

Primary integrity systems
PIC, NLIS, NVD, LPA

Figure 1. The hierarchy of integrity systems within the meat industry

These two types of systems are likely to be funded from different sources (as is the case with
the NFAS), but may be able to be more efficiently managed by a single organisation.

It is also apparent that proprietary (tertiary) systems operated by meat processors, exporters or
marketing groups will rely heavily on the primary systems that are the core elements of the
integrity systems, and accreditation services associated with these may also be able to be
accommodated within the integrity systems structural arrangements (although funded by the
organisations owning those accreditation systems).
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4 Assessment of the current integrity systems

Experience and observation arising from the development of these schemes in the food and
other industries has identified four critical areas which need to be adequately addressed in the
‘design’ of an integrity system in order for the system to continue to be effective and meet the
needs of the industry or organisation it is designed to serve. These four critical areas or
principles are briefly outlined below, and discussed in more detail in Appendix 1.

The four principles that need to be addressed in the design of a successful integrity system are
as follows;

1. A sound strategic foundation

Successful integrity systems should not be ‘tacked on’ to sectors or organisations as an
afterthought or a hastily added element purely for compliance purposes. A successful integrity
system should be an integral part of strategic plans, and considered to be an essential
contributor to the overall objectives of the industry or organisation. The reason the integrity
system is important should be clearly articulated and understood by stakeholders, the system
should have clear ownership, and be subject to strategic review and development in the same
way that any other business system is.

2. Strong Governance and Integrity

Governance of the integrity system should be, and should be seen to be clearly focused on
maintaining the integrity of the system so as to ensure its value is maximized. A critical issue is
the avoidance of conflicts of interest, especially in the formulation of standards that underpin the
system, and in administration of system audits.

3. Secure and adequate resourcing

Integrity systems involve both setup and ongoing operational costs, and any system will quickly
falter in the absence of adequate funding, particularly over the longer term. A key step in
developing appropriate resourcing is to develop an understanding of the full and real cost, and
to ensure this is understood by stakeholders.

4. Empowered management

Ultimately, the system owner must be responsible for the management of the system — either
directly or under contract management arrangements. Appropriate management ‘separation’
needs to be implemented to ensure those setting standards are separate from those approving
system changes, those auditing are separate from those managing audit complaints, and that
auditor cycling occurs. The system should operate under a 3-5 year business plan, with an
appropriate IT and risk management plan incorporated into that plan.

These four principles were utilized as a yardstick, both to analyse the merits of the current red
meat integrity systems, but also to consider the relative merits of alternative structural
arrangements.
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1. A sound strategic foundation

The current structural arrangements associated with the elements that make up the integrity
systems make it difficult to determine which of the entities or organisations is responsible for the
strategic foundation of the integrity systems.

This is a result of the fact that the different systems are managed or ‘owned’ by different
organisations, but none have overriding responsibility to ensure that the systems work in a
coordinated and effective manner. A brief examination of the main meat industry strategic plans
and related documents confirms this.

For example, the current Meat Industry Strategic Plan (RMAC, 2010) refers to the setting of
standards associated with the environment and animal welfare, and to the need to ensure
export certification is effective and efficient, but makes no reference to any of the systems that
might be the vehicle to achieve those outcomes.

The Meat and Livestock Australia 2010 — 2015 Strategic Plan identifies “enhancing product
integrity” as a key strategy, and states;

Over the life of this plan, MLA will research, deliver and promote systems that further
enhance Australia’s reputation for product integrity. This work will be undertaken with
SAFEMEAT (the red meat industry and Government partnership) and other industry
organisations.

However, it is not clear from the plan how this work should be resourced or delivered, and which
organisation has responsibility for any initiatives implemented as a result of these activities. It is
also unclear the extent to which such activities are considered to be part of the role of MLA as
defined by the MLA-Australian Government Statutory Funding Agreement and the relevant
clauses of the Australian Meat and Live-stock Industry Act (1997).

SAFEMEAT is the structure that logically provides the strategic and policy direction for the
system, although SAFEMEAT has no legal or formal structure, and was created under the
provisions of the Meat Industry MOU. SAFEMEAT also does not have formally defined
processes by which decisions can be made, and in the absence of unanimous agreement it
appears that SAFEMEAT is unable to impose compliance on industry or government
stakeholders. SAFEMEAT also lacks real resources beyond its secretariat, so is not able to
carry out research or analysis associated with issues that are being considered.

Having said that, the SAFEMEAT structure has brought about some important industry changes
and initiatives since its inception in 1998. Whether the structure remains suitable for the current
situation when integrity systems are becoming more important and broader in scope remains an
open question.

SAFEMEAT and AUS-MEAT are both organisations that were formally created as a
consequence of the Meat Industry MOU, of which the Red Meat Advisory Council (RMAC) is the
custodian, and which can be modified at the instigation of the RMAC board, subject to
unanimous agreement by the signatories of the MOU. This suggests that technically, the RMAC
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has the power to set strategic direction for the integrity systems through its role as the custodian
of the MOU and the Meat Industry Strategic Plan (MISP). However, the integrity systems are not
mentioned in either of these documents, and the current MISP (MISP 2010-2015) makes no
mention of the relative importance of product integrity for the future of the red meat industries.

MLA potentially could play an important role in setting the strategic direction for the integrity
systems, as it provides the majority of the funding for the integrity systems, and appoints board
members to AUS-MEAT and NLIS Ltd. Despite this, it is not evident that the MLA board
provides strategic direction to these organisations (and it is not clear the extent to which it
should, given the role of MLA as defined by its statutory funding agreement with the Australian
Government).

The conclusion arising from this analysis is that the current structural arrangements for the
integrity systems are not ones that provide the system with a sound strategic foundation.

2. Strong Governance and Integrity

Governance of the various elements of the current red meat integrity systems are shared
between three organisations and (as best can be estimated) almost thirty committees, which are
frequently referred to as ‘byzantine’ by even those involved in the system. As a consequence, it
is not only difficult to obtain a complete understanding of the total cost of the systems and the
sources of funding, but it is also difficult to determine which organisation has the responsibility of
ensuring that the system operates in an efficient manner, so as to ensure stakeholder costs are
minimised, commensurate with meeting required food safety, biosecurity and market access
requirements.

The issue of governance is particularly important in the case of the integrity systems, as there is
not an arrangement whereby the system is required to be transparently accountable to
stakeholders, or to generate a profit.

It is presumed that the board of NLIS Ltd develops multi-year forecasts of future funding
requirements and submits these for approval to the MLA board, so to that extent there is
accountability to the MLA board for the costs associated with parts of the system. The MLA
board effectively needs to make a decision on the adequacy or otherwise of the funding for
NLIS Ltd, bearing in mind that in exercising this decision the MLA board is reducing the amount
of funding that it has available for marketing and to some extent R&D programs.

Levy-payers, whom the MLA is ultimately accountable to, may not necessarily understand that
their funds are being used for this purpose, raising the potential that the MLA board may be
tempted to underfund NLIS Ltd., especially potential future development costs.

Other parts of the integrity systems appear to also have potential governance deficiencies. The
LPA audit activities carried out by AUS-MEAT are not subject to a competitive tender process
and are funded by the proceeds of sales of NVDs. The LPA Advisory Committee endorses the
LPA audit program and budget annually before it is submitted to the AUS-MEAT board for
approval. This provides industry representatives with an opportunity to scrutinize costs.
However, the AUS-MEAT board obviously has a potential conflict of interest in this regard, given
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its normal corporate governance responsibility of ensuring that AUS-MEAT is financially sound,
while at the same time needing to be cognizant of the costs incurred by industry that are
associated with the services delivered by AUS-MEAT.

This is not to say there is any evidence that the AUS-MEAT board or Executives act in any way
that is contrary to the interests of industry stakeholders, but it is important to highlight that this
arrangement does create the potential for, or the perception of, a weakness in the governance
of the integrity systems.

On the issue of integrity, the value of integrity systems ultimately depends upon their ability to
satisfy the requirements of market, by providing traders and buyers with a high level of
confidence about the safety and quality of the products they are purchasing. This applies both in
relation to routine market access requirements, and also in the case of recovery of market
access in the aftermath of a biosecurity or food safety breach.

While the integrity of the system has not been subject to significant challenge over the past
decade, the current structural arrangements have some fundamental flaws that create the
potential for the integrity of the systems to come under question. The claim could be made that
AUS-MEAT in effect marks its own homework, given the arrangement whereby AUS-MEAT has
responsibility for management of the LPA standard, and also has responsibility for auditing the
compliance of livestock farms against that standard. This arrangement leaves AUS-MEAT open
to claims that either the standard is ‘watered down’ to make it easier to pass audits, or that the
audit process is ‘doctored’ in order to ensure that there is a high level of compliance,
notwithstanding that AUS-MEAT is accredited to the 1ISO 9001 standard.

There has been absolutely no evidence provided to suggest that either of these situations have
arisen, but the structural arrangements — and the apparent absence of transparent processes
associated with the development or modification of the standard — create a perception that such
a situation could be a possibility.

Similarly, there could be a perception that the MLA board has a conflict of interest in both
funding and controlling parts of the integrity systems, as well as having responsibility for
conducting marketing activities on behalf of Australian livestock producers.

For example, if MLA is marketing Australian meat on the basis of the high level of integrity of its
production systems, it has a vested interest in minimizing the release of information about any
system breakdowns, especially if such information could potentially result in loss of access to
critical markets.

The fact that the MLA board does not have a direct governance responsibility in the operations
of NLIS Ltd or AUS-MEAT, despite being a parent company of both organisations, lessens the
risk of perceived conflicts of interest, but nonetheless the risk remains due to the current
integrity systems structure.
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2. Secure and adequate resourcing

As noted earlier, the different components of the integrity systems were developed at different
stages, and originally funded via different mechanisms. This has remained the case until
recently, with parts of the system funded via National Residue Survey and Cattle Disease
Contingency Fund reserves prior to 2013/14. The main source of funds for the integrity systems
at present are the marketing and R&D levy funding received by MLA, and some government
funding associated with related research and development activities.

MLA currently contributes approximately $5.5 million in annual funding for NLIS Ltd, another
$1.5 - $2.5 million in funding for support associated with NVDs and LPA, and approximately
$0.5 million in funding for SAFEMEAT. AUS-MEAT also generates revenue from the sale of
NVDs that is understood to cover the cost of LPA audits, although the amount involved is not
separately identified in the AUS-MEAT financial statements. State governments fund the cost
associated with state PIC databases from their own resources.

These funding arrangements are relatively secure, but it is questionable whether they provide
an adequate source of funding over the longer term. The arrangements essentially rely on the
board of MLA continuing to believe that this item of expenditure generates better returns for the
industry than any alternative, despite it arguably not being a core responsibility of MLA.

A more fundamental issue is that the costs of the integrity systems are not generally understood
by levy payers or other stakeholders who are the principal beneficiaries of the systems.
Obviously industry representatives involved in specific committees are made aware of system
costs as part of budgetary processes, but even these may only be aware of costs associated
with specific systems, rather than the total costs.

A funding system under which the costs are borne by the beneficiaries of the system, and which
transparently exposes the true costs to system beneficiaries is much more likely to be
sustainable and adequate over the longer term than current arrangements.

4. Empowered management

There are two questions requiring consideration in making a judgement about the extent to
which the current integrity systems can be considered to have empowered management. The
first is whether those in management roles have the ability to make decisions, and the second is
whether those empowered to make management decisions have access to the resources
necessary to give effect to those decisions.

The earlier discussion in this report has identified that the disparate nature of the organisations
and committees involved in the integrity systems is a major source of frustration for many
stakeholders, and there is ample evidence that decision-making is significantly impeded as a
result.

The lack of centralized ownership and strategic direction means that even if managers of
current systems have the autonomy to manage operations efficiently, they are constrained from
implementing changes by the potential effects of those changes on other parts of the system,
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over which they have no control. Similar challenges confront managers in large corporations,
however the critical difference is that in a corporation there is ultimately a single point of
authority (the Chief Executive) who has the ability to direct all management to comply with a
particular change. No such single point of management authority exists in the meat industry
integrity systems.

On the second issue, resources are available for the systems, but as the previous discussion
has identified, these resources are made available principally as a consequence of decision-
making by the MLA board, and not the board or management of the organisations responsible
for the integrity systems. This arrangement obviously limits the extent to which management
can be considered to be empowered, under current structural arrangements.
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5 Key features of areformed integrity systems structure

This section briefly sets out the key features that it is considered a reformed integrity systems
structure should possess. These features are a distillation of the integrity system principles set
out in earlier, observations of the deficiencies of the current structure and the comments
received in the course of consultations with stakeholders. The order in which the points are
discussed does not imply their relative importance, and the achievement of some may have as
much to do with strategy as structure, although the ability to develop and pursue a sound
strategy often flows from getting the structure of an organisation right. Some comments also
address funding which is considered to be vital to achieving an efficient and effective integrity
systems, but involves decisions that are separate from the decisions that directly determine the
future structure of the integrity systems.

Clear strategic foundations - Itis essential that the integrity systems have clearly stated

objectives that reflects the multiple purposes of the systems (biosecurity, market access and
food safety). The integrity systems should be embedded in the Meat Industry Strategic Plan
(MISP) as well as forming the basis of the objectives of an organisation that is responsible for
administration of the integrity systems. To be effective, the strategic and operating plans of the
integrity systems organisation should also set out clear, measurable, time-bound objectives
against which performance can be assessed.

Ownership by those who bear the costs — The integrity systems deliver benefits that are
principally public goods for the livestock and meat production and marketing industries and are
a cost-centre rather than a profit-centre. Because market forces and profit motives do not drive
efficiency in the integrity systems the ownership structure should involve those who bear the
costs and receive the benefits. These are the stakeholders who have the greatest interest in the
success of the integrity systems and ensuring that they operates efficiently.

Strong Governance — To succeed the integrity systems need governance that is tightly
focused on achieving specific objectives, that is directly responsible to the stakeholders for its
achievements and that has the independence to make decisions in the best interests of the
system as a whole. The integrity systems are a complex undertaking involving large volumes of
data, a broad geographic footprint, a diversity of users and a large number of stakeholder/
owners that makes it unlike any other information system. It is vital that the integrity systems
have a skills-based board of directors with the flexibility to make timely strategic decisions and
management with the ability to implement those decisions promptly.

Ensure the operating parts of the integrity systems are well integrated - To function
efficiently the integrity systems have to knit together information from the PIC database, from
NLIS, LPA, NVDs and make parts of the information accessible to various types of users for a
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range of purposes. These components of the system need to be integrated as closely as
possible and operate cohesively.

Ability to engage with stakeholders — For the integrity systems to be sustainable over the
long term, there needs to be a single point of communication with stakeholders about the
strategic purpose of the systems, and the resources employed. The capacity of the integrity
systems to develop and continue to meet the demands of the industry and various markets they
serve will be significantly eased if they operates in an environment in which industry
understands their importance. While some proponents rightly laud past successes there is no
room to be complacent. The systems need to continue to develop as other nations and
competing meat industries have already, or are developing integrity systems that may surpass
the current red meat integrity systems in meeting market requirements.

Ability to be dynamic and responsive — In order for the integrity systems to continue to
develop and ensure they provides best practice in supporting food safety, biosecurity and
market access, the systems need to be dynamic, responsive and focused on improving
performance. This can usually only be achieved after structure, governance and sound strategy
have been put in place, but these are not sufficient in themselves to achieving success. It is not
always easy to identify the origins of the attributes of dynamism and responsiveness in an
organisation, but in relation to the integrity systems they are likely to stem from giving the
managing organisation independence from industry political forces and government
intervention, making sure it is adequately resourced and is free to openly communicate with its
stakeholder owners.

Clear, adequate and appropriate funding — For the integrity systems to meet their expenses
and continue to develop they must have adequate and reliable funding sources. Funding
arrangements are not necessarily directly related to structure, but must be established by
industry and the Australian Government before any new structure is launched. In broad terms
the cost of the integrity systems should be met by those who receive the benefits. They are
principally livestock producers, processors and exporters.
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6 Options for a preferred future structural model

It is difficult to avoid the conclusion that many of the concerns stakeholders have identified in
relation to current meat industry integrity systems relate to the fact that there are multiple
organisations managing different systems, rather than a single organisation with overall control.
Consequently, the first question that needs to be addressed in canvassing future structural
options is whether it would be preferable to have the systems managed by a single entity, rather
than spread across a number of organisations.

The current arrangements, whereby multiple organisations have responsibilities for different
systems, probably results in some apparent financial savings, because those organisations are
relatively small and can access some needed resources from parent companies or government.
Examples include human resources services, office facilities, secretariat resources, and
communications and media relations services. A single, larger organisation would be more likely
to require dedicated or in-house resources in each of these areas, which would add to the total
overhead costs of the organisation. While this might be an argument against a single larger
organisation, it is important to bear in mind that the resources currently being utilised in these
areas have a cost to the parent companies or governments supplying them, so the overall cost
difference may not be as significant as it seems.

There would also be some efficiencies available in operating a single, larger organisation, with a
single set of board members, who would have the ability to rationalize committee structures and
impose more efficient decision-making processes.

An aspect of the current structural arrangements for the integrity systems is that they feature a
very high level of industry engagement within committee structures, which should mean that any
decisions that are taken are firmly grounded in strong industry knowledge and experience. In
contrast, a single larger organisation may be more remote from, and inaccessible to
stakeholders, and face a greater risk of losing industry support.

This is similar to the risk that faces any organisation that has grown from being run by
volunteers to a more corporatized structure, and the successful ones manage this transition in a
way that retains stakeholder support but results in a more professional and efficient entity.

The flip side of strong levels of industry engagement is the decision-making inertia that
participants in the current system perceive as a major problem. The observation that key
stakeholders including governments are increasingly less likely to have senior decision-makers
participate is a strong indicator that the current system is no longer effective for decision-
making. The establishment of a single entity with decision-making power and defined decision-
making processes is more likely to result in stronger engagement by key decision-makers.

A structural model involving a single large organisation having overall control does not
necessarily mean that that organisation would need to conduct all the activities associated with
the integrity systems. In fact, it would be preferable that some activities — such as system audits
— are outsourced, both for efficiency and integrity reasons.
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Taking all these matters into consideration, however, it is hard to escape the fact that a major
weakness of the current structural arrangements is that there is no single entity with overall
strategic responsibility for the integrity systems, and the result has been that decisions take an
interminable time to be made and are not implemented in an efficient manner. Consequently,
the following analysis of preferred future structural models is based on the assumption that the
future structural arrangements for the integrity systems will involve a single entity that has the
capacity to make both strategic and operational decisions about future meat industry integrity
systems.

Even assuming a single entity is preferred, there are a number of different models that are
worthy of consideration as part of the process of developing a preferred structural model to
deliver appropriate strategic foundation and governance. These are summarised in the following
table. In each instance it is assumed that service delivery for system users can be provided by a
contracted third party, should that be necessary, and it is also assumed a relatively independent
standards committee or process could be developed as part of each of the structures, providing
there are appropriate strategic foundation and governance arrangements in place.

Key issues to consider in relation to the models briefly detailed in the following table are the
extent to which they are likely to result in appropriate strategic and governance outcomes, while
remaining accountable to stakeholders and maintaining desirable integrity standards.

As is evident from the summary table, there are advantages and disadvantages associated with
any of the possible structures, and all apart from the status quo would require both government
and industry support in order for a change to be made and successfully implemented.

6.1.1 The statutory model

The Statutory Model is one that effectively applies in other nations, for example in the USA.
The USDA’s Food Safety and Inspection Service (FSIS) has a very dominant role in maintaining
the safety of meat in the USA, and the USDA is also the organisation responsible for
maintaining meat quality grades. That system is a product of the US federal system, under
which the US Federal Government has more wide-ranging powers than is the case in Australia,
where state governments retain direct responsibility for issues such as food safety.

While a statutory model may be feasible in Australia, it would require agreement between the
Australian and state and territory governments, and would reduce the influence of industry in
decision-making processes. It is also likely that governments would judge that a significant
share of the benefits from the system flow to industry, and therefore that a user-pays model
would be applied to fund the system (as is the case with quarantine). While this model would
have the potential for closer integration of government policy and the integrity systems, it is
likely that governments would only agree to it in the event that industry agrees to substantial
cost recovery arrangements, and it is also likely that the influence of industry in relation to both
policy and operational arrangements would be significantly reduced. It is also possible that this
model would result in higher costs for the industry, given the reduced influence the industry
would have on the system.
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When viewed against the integrity system principles described in Appendix 1, the statutory
model has a number of limitations. A strong strategic foundation would be difficult to establish
within a government owned and operated organisation. While a government organisation may
espouse a strategic direction on behalf of industry, its prime motivation is likely to be focused on
good administration more than the long-term competitive advantage of the industry. While
government organisations can generally be relied upon to maintain high levels of integrity, the
establishment of an effective governance relationship with industry in which the organisation is
responsive and answerable to industry would be more difficult to attain.

Funding of a government owned organisation would most likely be very ‘secure’, through
charges on industry that were backed by regulation, but there would be less certainty that the
organisation would be efficient in its use of the funds. Government organisations are often
fastidious about developing business plans, but when an organisation is not directly responsible
to stakeholders for its performance these plans are less likely to contain measurable
performance criteria against which management is assessed.

6.1.2 The subsidiary model.

Models that involve a structure that is a subsidiary of an existing entity have advantages in
terms of potential administrative efficiency (for example by using parent company premises and
a range of corporate services) and during their start-up phase, but face limitations from the
perspective of their accountability to stakeholders. Under a subsidiary model, the board of the
organisation is effectively appointed by the board of the parent company, and ultimately is
answerable to that parent-company board, rather than stakeholders who may be the group that
effectively funds the organisation.

The parent and the subsidiary companies’ fortunes are also effectively tied together, with turmoil
or change in the parent company directly affecting the subsidiary. As a result, from a strategic
direction and governance perspective, a structure that is a subsidiary of one or more existing
organisations may be less desirable than an organisation that is more directly accountable to
stakeholders.

6.1.3 The joint-venture model.

A variant of the subsidiary model is a joint venture (JV) in which multiple organisations
undertake to form and support an entity, usually to undertake a specific business in which there
is a common interest. The JV may benefit from input, direction and cooperation from the
various sectors represented by the parent companies. It may also enjoy a greater degree of
independence from the narrow interests of any one individual parent.

However, JVs can also suffer many of the same problems outlined above in relation to
subsidiaries. Boards are generally appointed by the parents, funding may be limited by
willingness or ability of the least well-off parent to contribute funds, and flexibility and
entrepreneurial initiative will usually be subject to not impinging on areas of interest to each of
the parents.
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A subsidiary or JV is more likely to have a sound strategic foundation as it will usually have
been formed for a specific purpose, although the strategy is one that is developed externally
and imposed by the parents. Without independent control of its strategic direction the
organisation may find it difficult to respond to changing strategic priorities and threats.

Governance can be a weakness of subsidiaries and JVs, due to the inability of stakeholders to
have a direct say in the appointment of directors, the development of plans and strategic
direction. In addition, the involvement of stakeholders in assessment of performance is very
limited since these functions are controlled by the parent(s). Unless the organisation is granted
independent funding sources by the parents, there are risks that funding will be subject more to
the financial priorities of the parents than the direct and immediate needs of the business.
Management within subsidiaries and JVs rarely have sufficient freedom and independence to
pursue strategic goals that dynamic businesses need. Management is usually subject to the
scrutiny of the management of one or more of the parents and the potential for intervention by
the parent boards.

6.1.4 The stakeholder-owned model.

Structures that involve stakeholder ownership, whereby the member or shareholders are the
group that directly accesses the services provided by the organisation have advantages in
terms of the accountability of these organisations to the industry, but face challenges in their
establishment, in the potential for these organisations to involve extra overhead costs given
their stand-alone structure, and in developing a balanced structure that adequately reflects the
interests of all stakeholders. There is also a risk that a direct ownership structure that only
involves one group of stakeholders (for example livestock producers but not processors) will
favour some stakeholders’ interests over others and eventually be destablised by political
pressures.

The stakeholder-owned model has a number of clear advantages, although the detail of the
structure of the organisation will determine how adequately these advantages are captured.
Organisations that are directly owned by the stakeholders are best placed to form a clear
strategy that suits the business objectives and the needs of the stakeholders. To be most
effective in this regard there needs to be open active communication with stakeholders.
Organisations that are directly owned by the stakeholders have better prospects of engaging a
professional, skills—based board to implement strategy and be responsible for overall
performance. .

While ordinarily an independently owned business will have autonomous control of its finances,
in the case of an industry service organisation such as is required for managing the integrity
systems funding decisions are likely to be controlled or influenced by other parties. An
organisation directly owned by its stakeholders should generally be free to engage skilled
management and provide them with the power and freedom to manage the business and
execute the strategy in the best interests of the owners.
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Table 2. Advantages and disadvantages of alternative structural models.

Model

Description and possible example.

Issues to consider

Statutory model.

The entire integrity system, including governance, operational control,
funding and future system development entirely controlled by the
Australian Government, through the establishment of a statutory body
to manage and run the entire system, including standards, operations
and auditing.

Australian-State
Government joint-
venture

As above although a joint-venture between the States and the
Australian Government.

Advantages

Disadvantages

Strong linkages with export accreditation requirements.
Possible that greater national uniformity may be achieved under such a model

Limited incentive to improve efficiency or innovate

Governments are likely to seek substantial cost recovery, on the basis of the ‘industry
good’ nature of some of the services.

Stakeholder input may be limited.

Likelihood that decision-making will be cumbersome and politicized

Linkages with proprietary systems may be more difficult.

Subsidiary model.

Meat and Livestock Australia (MLA) would assume full ownership and
control over the integrity systems, funding it out of current levy funds.
Effectively an expansion of the role of NLIS Ltd to include owning and
managing integrity systems standards, operations and auditing.

Advantages

Disadvantages

Clearer accountability and governance, although stakeholders removed from direct
involvement

.Wholly accountable to MLA board

Some potential for administrative efficiency.

Likely to require legislative change
May disengage other sub-sectors — processors etc.
May tie integrity systems to the future of MLA

Joint venture model.

Meat and Livestock Australia (MLA) and the Australian Meat
Processors Council (AMPC) establish a new corporate entity, with
each organisation holding 50% of total shares. Effectively the creation
of a new organisation identical in structure to AUS-MEAT to own and
manage industry standards and systems.

Advantages

Disadvantages

Clearer accountability and governance, although stakeholders removed from direct
involvement

Engages both main stakeholder groups — albeit indirectly

May tie integrity systems to the future of these two organisations.

Duplicates existing structure of AUS-MEAT Ltd.

Accountability to two separate boards with potentially divergent interests

Only indirect pressure to achieve greater efficiency and to implement innovations.
Subject ultimately to parent company control

Stakeholder owned
model

Establish a new corporate structure to hold and administer all industry
standards, owned by the individual users of the integrity systems.
Structure would oversee management of NLIS database, own and
manage industry standards, and accredit and contract system
auditors.

Advantages

.

Disadvantages

.

.

Strong accountability and governance

Increased transparency

Structure would enable stakeholders to scrutinize performance and impose efficiency
and innovation pressure

Direct engagement of all key stakeholder groups

Ability to pursue independent and unambiguous objectives

Would impose stand-alone overhead and operating costs on the organisation.
Would require agreement on voting arrangements.
Direct accountability to stakeholders brings possible politicization risk.
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7 The preferred structure

Taking all the above into consideration, it is concluded that the preferred model is one that is
most directly accountable to the full range of stakeholders to which it provides its services, while
incorporating sufficiently robust governance structures and being largely independent of existing
industry organisations. This model is the stakeholder-owned corporation, briefly outlined in
the above table. For convenience, this structure has tentatively been termed “Australian
Agricultural Assurance” (AAA), which would leave open the potential for the organisation to
have a role wider than just the livestock industries.

The preferred structure for AAA would be a company limited by guarantee, governed by a
skills-based board, with the roles and functions of the organisation detailed in its constitution. In
broad terms, these would be to own and maintain industry standards relating to food safety,
biosecurity and other credence or provenance characteristics, and to manage industry
infrastructure, such as databases and computer systems, essential to the implementation of
assurance systems associated with those standards. The proposed structure is summarised in
the following figure.
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Figure 2. Proposed stakeholder-owned structure to manage industry integrity systems.
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Under the AAA model, the members of the organisation would be the current registered users of
the NLIS database who own or trade livestock. In this way, the membership would consist of
current registered NLIS system users who are livestock producers, feedlot operators, meat
processors and exporters. The existence of the NLIS database should greatly simplify the
process of identifying and communicating with these AAA members, and creates the potential
for efficient and effective member communications, without the costs that might normally be
associated with a direct membership structure.

It is recognised that a large proportion of livestock producers are not currently registered users
of the NLIS database, and instead rely on agents or others to record livestock movements, as
identified on NVDs or Stock Waybills. It might be argued that this group is effectively
disenfranchised by not being considered to be members of the new organisation. A counter-
argument is that this groups is likely to disproportionately consist of the owners of farms with
smaller numbers of livestock, who may not have a high level of interest in participating in
industry decision-making. A further counter-argument is that there is nothing to prevent this
group from becoming registered users of the NLIS database, and hence members of AAA. In
fact incentivizing livestock producers to become registered users of the NLIS database (through
offering AAA membership) may assist the industry to transition to electronic NVDs, and bring
about significant industry cost-savings.

The membership of AAA should hold two specific powers that could be exercised by voting at
general meetings. The first would be the power to either endorse or reject nominees for board
positions put forward by a selection committee, which would be guided by the skills
requirements for board members specified in the AAA constitution.

The likely use of compulsory industry levies to fund AAA (at least for an interim period) will
necessitate that the structure be supported by the Australian Government, and it may be
considered appropriate that one of the skills required around the board table would be extensive
senior experience within relevant government agencies. Other skills required would include
livestock production, livestock processing and exporting, database and information technology
management, corporate management and corporate governance. The AAA board (ideally the
board should consist of no more than nine members) would be nominated by a selection
committee, based on the need to ensure that the full range of identified skill requirements was
reflected around the board table. These nominees would need to be endorsed by a vote of AAA
members, prior to taking office, a system that also currently operates for other industry
organisations.

The second power available to AAA members should be the power to either accept or reject a
triennial budget proposed by the AAA Board, which would include revenue projections based on
proposed user-fees, or industry levies, or a combination of both. In the event a proposed
triennial budget was rejected by members, the default would be a continuation of existing user-
charges and/or levies.

The power to approve or reject the budget of an organisation is not usually conferred upon
members, as this is nhormally a matter for board decision and approval. However, in the case of
an organisation such as AAA where the members are also those who are required to pay the
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fees or levies and do not have a choice of alternative service providers, giving this power to
members would put pressure on the board and management to ensure the organisation
operates as efficiently as possible, and takes advantage of any opportunities to minimise costs
while still meeting industry integrity requirements. It would also require the board to fully justify
any proposed cost increases, and gain the support of the membership for a change to be made.

The issue of the voting rights available to be exercised by members is one which may require
some consideration. Given the information contained on the NLIS database, it would be feasible
to confer voting rights on the basis of the number of livestock held or transacted, and it would
also be feasible to establish different classes of members, each with different voting rights.
While this will obviously be an issue for further consideration, the simplest approach, which
would be one vote for each member, is one which has some appeal. While it might be argued
that those individuals or organisations that undertake a large number of transactions on the
system each year should have greater voting rights, the relative impact of the benefits and costs
associated with the system on those using it are proportionally similar, irrespective of the
number of transactions undertaken.

A transaction number based voting system would also mean that large meat processors and
feedlots would hold a large proportion of total votes, while it is likely the cost impact of the
system would largely be on livestock producers. In the event a transaction number based voting
system was adopted, it would also be necessary to establish different membership classes,
which would complicate administrative arrangements and may contribute to disunity and
politicization within the membership.

Incorporated into the constitution of the AAA should be clear vision and mission statement that
provide all involved with a concise and widely understood purpose for the organisation. The
constitution would also need to clearly describe the functions that the organisation is expected
to carry out. It is proposed that these functions would include the following;

o To develop, implement and manage nationally-coordinated biosecurity, food safety and
integrity standards and systems for Australian agricultural industries.

e To assist governments and industry to respond to biosecurity, food safety and other
agricultural product integrity incidents.

¢ To communicate with and educate industry stakeholders about agricultural product integrity,
food safety and biosecurity issues.

e To identify research and development priorities to enhance systems associated with the
safety and biosecurity of Australian agricultural products.

These would require consideration and refinement by stakeholders.

It would be important that, in addition to the board structure, the AAA constitution would specify
the establishment of two standing committees, one being an industry advisory committee, and
the second being a standards committee.

The Industry Advisory Committee could be structured as a scaled-down SAFEMEAT Partners
committee, consisting of representatives of each of the major livestock groupings (essentially
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the current Peak Industry Councils) plus state and territory governments, and the Australian
Government. This group would be an advisory group to the AAA board, and would only have the
power to make recommendations to the AAA board, but no decision-making powers.

The Standards Committee would have a very specific role in the development and ratification of
industry standards. It would have the role of developing industry standards (either independently
or in conjunction with industry groups) to the point where the standard complied with relevant
international standards protocols. The draft standard should then be circulated to industry and
publicly for comment for a defined period, and those comments considered by the Standards
Committee in finalising the standard (or revisions to a standard). The Standards Committee
should be the only group with the power to ratify an industry standard, effectively by making
such a recommendation to the AAA Board. The AAA Board would then have a governance role
in the adoption of systems associated with that standard by AAA, but should not have the power
to modify standards.

It is preferable that the process of formally adopting an industry standard be specified in the
AAA constitution, so that the process is transparent and time-limited (and can only be changed
via a supportive vote by AAA members). It is also important that the members of the Standards
Committee are technically qualified and experienced persons appointed for fixed terms by the
AAA Board, and not representatives of specific sectors of industry. Having this process in place
would be important to ensure the integrity of industry standards, and should provide
governments with greater confidence in recognising those standards as part of international
trade agreements and protocols, or as part of the livestock industry food safety and biosecurity
framework.

Inevitably, questions about the need for species-specific or state-related committees to provide
advice to the AAA board will arise. There would be nothing to prevent current Peak Councils
and other state or industry groups establishing their own committees to focus specifically on
standards-related issues, and for these to express their views to the AAA board, and indeed this
would be a responsible approach for those groups to take to ensure the interests of their
members were being fully considered. However, any decisions about the need for extra
committees supported by AAA (either task-related or standing) should be solely the
responsibility of the AAA board, which would consider such decisions on the basis of perceived
need and available resources.

An important component of the proposed AAA structure is the board selection committee, which
would have the role of vetting potential candidates for board positions against a set of skills
criteria, and recommending preferred candidates to AAA members for endorsement. There are
a number of different systems currently in place within Australian rural industry organisations to
appoint persons to board selection committees. Some of these involve a mix of elected and
representative members, and others involve governments nominating committee members. A
simple approach in relation to the AAA board selection committee would be to have one
nominee of each of the relevant industry Peak Councils and one government-nominated
representative make up the selection committee. This would help to ensure that the selection
committee members had some familiarity with the skills required of a board member. This group
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would vet potential board candidates (ideally from a short-list compiled by a human resources
consultant) against the required skills arising from a board vacancy, and make a
recommendation to the members at a general meeting. The members would have the power to
either accept or reject a nominee. In the event of a rejection by the membership, the selection
committee would need to repeat the selection process, and again seek member support.

It is conceivable to identify a range of additional issues that would need to be considered in
developing a future preferred structure for the integrity systems. There is a risk, however, in
being too prescriptive about strategic and operational details. An essential feature of any
proposal is that it be capable of securing wide industry and government support, and therefore
sufficient details are required to address some of the major concerns of those involved.
However, many issues of detail, such as the location of the organisation and the staffing
structure, should be the responsibility of the board of the proposed organisation.
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8 Funding the integrity systems

An important issue from the perspective of the structure of the proposed organisation is the
funding mechanism that would be used. For a number of reasons, including accountability and
efficiency, a preferred funding mechanism is one that transparently reflects the true costs of the
services provided by the organisation to the beneficiaries of that service.

A user-pays funding system based on a set cost for each transaction recorded on the NLIS
database (or the cost equivalent for those using NVDs to record livestock movements) would be
a simple way of ensuring full cost transparency, but is probably not feasible in the short term, at
least for livestock producer users. This is because many are not registered users of the NLIS
system at present (and therefore would not have an ‘account’ with the NLIS database), and
even if they were registered users, many of the transactions recorded by livestock producers
may only involve quite small numbers of animals, and it would be inefficient to create an invoice
for relatively minor transactions.

An added complication arises from the relative value of different types of livestock, which would
presumably mean that different charges would need to be applied to transactions involving
different livestock species. Modern computerized billing systems (such as those utilized for toll
road) make differential charging and billing for relatively small transactions feasible, but would
necessitate each livestock producer establishing an account with AAA, which may take some
time to achieve.

The funding for the integrity systems under a revised structure could rely on the existing mix of
funding channels which include marketing levy funds from MLA, R&D levy funds from MLA
(supplemented by matching taxpayer funds) revenue from sales of NVDs and occasional ad-hoc
contributions from other sources.

While the existing funding arrangements could be transferred to AAA on an interim basis, such
an arrangement would be flawed and would not satisfy the integrity system principles set out
earlier. The current funding arrangements are not transparent to stakeholders. Establishing
funding for AAA that was sourced initially from producers but passed through third parties would
be unnecessarily complicated and may compromise the organisation’s independence. The
current funding arrangements do not acknowledge the full range of stakeholders in the integrity
systems nor who receives the benefits from its operation.

The industry should use the restructuring of the integrity systems as an opportunity to also
create a more transparent, sustainable and justifiable funding base to support its future
development. ldeally, the future funding of integrity systems should be:

e contributed directly by the stakeholder owners of AAA,

e contributed on a basis determined by reference to the proportion of benefits
received,

e paid directly to AAA, and
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e transparent and subject to reporting by AAA to its stakeholder/owners.

It is therefore proposed that the following arrangements be established as an initial funding
provisions for AAA.

e AAA should be provided with a defined amount of livestock transaction levies in the
same way that funds are provided to MLA, AHA and NRS to represent a contribution by
livestock producers.

o AAA should be provided with a defined amount of the cattle, sheep, lamb and goat
export and slaughter levies currently paid to AMPC and Livecorp to represent a
contribution by meat processors and exporters.

e Charges for the sale of NVDs should be abolished.
o AAA should establish an LPA annual registration fee.

e No charge should be made for those parties supplying information to AAA about
livestock or checking its accuracy but a charge should be applied to those extracting
information from the database for commercial purposes.

¢ AAA should continue to be provided with access to all state jurisdictions’ PIC registers
free of charge.

The reliance on transaction levies to fund the maintenance of the integrity systems recognizes
that a large share of the operation is generated by livestock transactions by both livestock
owners and processors.

The ratio of AAA’s revenue to be received from transaction levies and export/ slaughter levies
(effectively from livestock producers and from livestock processors or exporters) is an issue
requiring further consideration. Independent economic analysis (Marsden Jacob Associates
2015) has projected that the final economic impact of these types of industry systems on
margins in livestock production is approximately four times the impact on margins in the
processing and export sector.

In saying this, it is widely recognised that the economic impact of developments that shift the
supply and demand for meat are difficult to estimate, and the economic literature provides a
wide range of estimates of the relative impact on the livestock production sector compared to
the processing and export sector. The differences reflect differing assumptions about the
market fundamentals, differences between meat species, and differences in the nature of the
shift in supply and demand.

It is acknowledged that there can be no perfect relationship between the contributions by
various stakeholders and the benefits received. It is more important to ensure that all
stakeholders make a real and significant financial commitment to the integrity systems, which
will reinforce their status as owners of the system. For this reason, a pragmatic approach may
be that initially, the contributions from the livestock production sector and the processing sector
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be approximately equal, with the proviso that the AAA board actively pursue the development of
a user-pays funding system over the longer term.

The purchase of NVDs has become a ‘bone of contention’ with producers and there is little logic
in funding the LPA audit program from a transaction based fee. The LPA random audit program
is an overhead cost in the same way that a company financial audit is treated as an overhead
cost. Itis more relevant for this overhead cost of the integrity systems to be funded by a charge
that has a similar characteristic. An annual fee for LPA registration also reinforces to livestock
producers that LPA registration is not automatic, nor perpetual. A fee that covers the cost of the
LPA random audit program, printing and distribution of NVDs and some other overhead costs of
the integrity systems would not need to be more than a nominal amount.

A data download or commercial access fee should be a component of the integrity systems
operation. This would encourage efficient utilization of the database by commercial users and
provide a degree of proportionality between the costs that users bear and the costs they impose
on the system. It will also be important to AAA that it has available to it sources of revenue that
can be adjusted to the varying needs of the business without needing to repeatedly resort to the
complex process of changes to levy arrangements.

The maintenance of PIC registers by states is crucial to the integrity systems, but also serves
other policy objectives of state governments. The cost of maintaining the PIC registers is
managed within state finances and is funded to varying degrees by registration fees and from
state consolidated revenue. On-going free access to PIC registration data should be codified as
a firm undertaking by all state governments in perpetuity as a contribution by the states to
arrangements that provide a food safety assurance to consumers, in the absence of which
states would be required to separately make alternative regulatory interventions.

The above funding arrangements would only apply to the costs associated with the compulsory
elements of the services delivered by AAA (presently the management of industry-wide
standards, the management of the NLIS database, administration of NVDs and possibly the
LPA). Other standards maintained and managed by AAA (such as the NFAS) would need to be
managed on the basis of full cost recovery, reflected in the fees charged the users of each
system.

9 Transition to the preferred model

There are several ways in which a transition from the current structural arrangements for the
integrity systems to a new structure could be brought about. One is via seeking widespread
industry and government agreement, and then establishing an empowered task force to
instigate the required changes. Achieving this level of agreement and securing a mandate to
instigate reform is likely to be a tortuous and time-consuming process, given the current
processes and pace of decision-making.

A second is via the current principle stakeholders (MLA and AMPC) using their current roles to
initiate changes and establish an interim structure that has the capacity to be transitioned to the
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preferred model over a defined period of time. Such an approach would overcome the current
inertia, although face the risk of political resistance if not appropriately managed.

In transitioning to the preferred model, there are a number of issues that would require some
consideration. These fall into three broad categories — institutional, structural and operational.

9.1.1 Institutional issues

Institutional issues refer mainly to legal or legislative matters that need to be addressed in
achieving a transition from the current set of structures to a new structure.

At the heart of existing meat industry structural arrangements is the meat industry MOU, a legal
agreement which all the various Peak Industry Councils and the Australian Government signed
in 1998 to confirm their commitment to respect certain meat industry arrangements. This MOU
creates AUS-MEAT and the SAFEMEAT partnership structure, amongst other things.
Interestingly, while state and territory governments are represented within the SAFEMEAT
structure and have important responsibilities that arise from decisions made by SAFEMEAT,
they are not signatories to the MOU.

SAFEMEAT, the partnership created by the MOU, has responsibility for making policy decisions
in relation to the integrity systems, and currently has a legal agreement in force which appoints
NLIS Ltd as the administrator of the NLIS database.

The proposal detailed in this report would bring about changes in the role of various
organisations including SAFEMEAT, NLIS Ltd and AUS-MEAT, which may necessitate changes
in the wording of the industry MOU, if this document is retained as the foundation document
detailing the interaction between various red meat industry organisations and functions.

There are several reasons to qualify the above discussion about the need to change the MOU in
order to bring about the changes proposed to the integrity systems that have been detailed
here.

The first is that a close reading of the MOU reveals that the integrity systems are not mentioned,
nor are the functions that are currently a part of that system specifically allocated to a particular
organisation. Certainly Clause 4.2 of Schedule 4 specifies that SAFEMEAT is to work with the
objective of establishing world’s best practice standards of meat safety and to ensure each
sector implements sound standards and systems and that effective crisis management
strategies are in place, but there is no specification of roles to specific organisations. In effect,
the current integrity systems structure and systems have developed despite the lack of specific
reference to these in the MOU or indeed the MISP, which means that it is feasible to bring about
changes to current arrangements without modification of the MOU.

A second reason that specific changes to the MOU may not be required is that the recent
recommendations arising from the Senate inquiry into levy-funded rural research, development
and marketing organisations, and the recommendations arising from the senate inquiry into
industry structures and systems governing levies on grass-fed cattle may mean that the current
red meat industry structural arrangements and organisational responsibilities will be subject to
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substantial change, and it may be unwise to assume that the current arrangements will persist,
or to assume they will be a future basis for the integrity systems.

Leaving aside the issue of whether or not it would be advisable to modify the MOU for other
reasons, it is entirely feasible that the board of MLA could simply decide to use its ownership of
NLIS Ltd, and (in conjunction with AMPC) its ownership of AUS-MEAT, to instruct the boards of
those organisations to change their respective integrity systems roles, or to transfer their roles
to another organisation. That organisation could either be one structured in a way that confers
ownership on identified stakeholders, or one that is a transitional structure owned entirely by
MLA, with the intension of transferring ownership to stakeholders at some time in the future.

Given that the MLA board currently determines the available budget for significant elements of
the integrity systems, it could be argued that bringing about such a change would be entirely
consistent with the governance responsibilities of the MLA board, which are (in part) to ensure
that levy payers funds are used in an efficient and effective manner to optimize benefits for the
industry. The MLA board could argue that it is bringing about the proposed changes in order to
improve the efficiency and effectiveness of the integrity systems for levy payers.

While the above actions appear to be feasible from a legal standpoint, a qualification is required
in relation to the likely attitudes of the Australian and state and territory governments in
response to such a change. Critical elements of the current integrity systems include the
support provided by state governments in relation to the PIC and LPA systems via various
agencies and legislation, and recognition by the Australian government of NLIS and LPA as the
basis for market access arrangements, along with agreement that it is appropriate to use the
levies paid by livestock producers for those purposes. A proposed change to the integrity
systems, such as is envisaged by this report, would need to have the support of both the
Australian and state and territory governments in order to be successfully implemented. It would
also seem likely that SAFEMEAT would need to agree to the appointment of a new body (or a
restructured NLIS Ltd) as the administrator of the NLIS database.

The future funding of the integrity systems, assuming that at least part of that funding is derived
from existing levies, is also an issue that may require consideration in relation to the meat
industry MOU. Under the MOU, Peak Councils (Cattle Council, Sheepmeat Council, Australian
Lot Feeders Association and Goat Industry Council) are the organisations that have the sole
right to put a resolution to the General Meeting of MLA members concerning any changes
proposed to livestock levies.

In the event that the integrity systems continues to be largely funded from existing levies, then it
is arguable that no change is required, and therefore no resolution needs to be put to a general
meeting of MLA in order for a transition of the integrity systems to a new structure to occur. In
the event it was decided that the integrity systems should be funded via a separately identified
levy component, or via some addition to the amount collected by current levies, then the
provisions of the MOU require that such levy changes need to be recommended by the
respective peak councils. The levy principles that have been developed by the Australian
Government also require wide industry consultation in proposing a new levy. This would
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probably require that the Peak Councils support proposed changes to the integrity systems,
although would not require any changes to the current MOU.

In the event that it was preferred that changes to the integrity systems (specifically the role of
SAFEMEAT) should be implemented via changes to the MOU, then a means is available to
bring this about. The likelihood that roles and structures in the red meat industry would need to
change over time was anticipated in the original drafting of the MOU, and the process to bring
about changes is specified in Section 10, and specifically Clauses 10.1, 10.2 and 10.3.

The MOU identifies the Red Meat Advisory Council (RMAC) as the custodian of the MOU,
meaning that that body is the appropriate one to facilitate changes to the MOU if it is judged
these are necessary in order to bring about the proposed restructure recommended here.
Schedule 1 of the MOU provides some structure and process to RMAC which should enable
decisions to be made in order to transition from current arrangements to the proposed new
arrangements, should that be agreed. It should be noted, however, that the agreement
specifically requires that all parties to the MOU must be in unanimous agreement in order to
bring about any change.

A further institutional issue requiring consideration is the role of the Australian Government in
relation to legislation that establishes MLA and the levy system which creates its funding base.
While it is feasible for the MLA board to bring about the proposed changes to the integrity
systems unilaterally, doing so without general industry support carries the risk of aggravating
sections of the industry and triggering calls for political action to prevent or reverse proposed
changes via legislation. It is obviously preferable that any changes implemented have industry
support, even if the implementation process is managed in a way that overcomes the inertia that
is inherent in the current structural arrangements for the integrity systems.

9.1.2 Structural issues

Structural issues are those associated with the nature of any future structure that will be utilized
to govern and manage the integrity systems, and the transition from current arrangements to
that future structure.

It is proposed that the integrity systems be owned and governed by a company limited by
guarantee, the members of which would be the registered users of the NLIS database who own
or trade livestock. The necessary first step in this process would be the drafting of a constitution
for the new company, spelling out the vision and mission, and also creating the structures
including the board, advisory committee and standards committee.

Responsibility for the initial drafting of the constitution would perhaps best be managed by MLA,
which has available legal and commercial skills that could be utilized to oversee this process.
Ideally, the process of finalising the constitution should involve opportunities for input from
industry stakeholders.

The constitution should define the processes associated with the development and modification
of industry standards, including the skills that are required to be represented on the standards
committee, and the process whereby changes can be adopted. It would be envisaged that the
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standards process would incorporate a defined opportunity for industry comment on a draft
standard, and would also specify that the standards committee would have sole responsibility
for the content of a standard, with the board only being able to adopt or reject a standard on the
basis of adherence to or failure to adhere to process.

The creation of a new corporate structure with approximately 60,000 members would, of
necessity, involve communications with those stakeholders and verification of membership
details, and even though this information should already be available from the NLIS database,
this exercise will undoubtedly consume some time and require resources.

Given this, a preferred approach would be to establish the company structure with a single
foundation member (MLA), and a process defined within the constitution whereby that
foundation member would relinquish voting and/or ownership rights and transfer these to
members after a set period, or once triggered by a specific action such as an initial Annual
General Meeting. In this way an initial board could be appointed, and the organisation could
appoint a CEO and staff within a relatively short period of time, while transitioning to a
stakeholder-owned model over a period of one or two years.

9.1.3 Operational issues

There are a number of operational issues that would require careful management in the
transition from existing arrangements to a new structure. These would include negotiating
contractual arrangements with AUS-MEAT for the provision of LPA audit services for at least an
initial period, and obtaining agreement from SAFEMEAT to transfer responsibility for the
administration of the NLIS database from NLIS Ltd to the new company.

It would also be important to establish well-defined relationship between SAFEMEAT and the
new organisation. SAFEMEAT has the specific responsibility of overseeing standards and
management systems to ensure that biosecurity and food safety standards are maintained, and
also to ensure that the industry has in place effective crisis management and communications
resources. Under the proposed new structural arrangements, SAFEMEAT could continue in its
role as an industry-government partnership, setting broad policy directions for the industry and
coordinating Australian and state and territory government actions, especially in response to
major industry incidents requiring a national response.

The new organisation would have the role of giving effect to the broad policy decisions agreed
by SAFEMEAT through the incorporation of the intent of those in industry standards, where
necessary. It would also then have responsibility for incorporating compliance with those
standards into industry quality systems, and ensuring that industry audits assessed the
performance of industry participants against those standards.

There would be some risks associated with transferring management of the NLIS database to a
new entity, and a preference would be that current NLIS operational staff and systems were
transferred in their entirety to the new structure, to ensure the risk of system interruptions is
minimised.
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The staff and systems currently in place whereby MLA and AUS-MEAT manage the distribution
of NVDs and provide communications and support for the current integrity systems system
should also be transferred to the new entity, to ensure that there is no loss of corporate
knowledge and expertise in transitioning to a new structure, and that the support of industry
stakeholders is maintained.

AUS-MEAT currently plays a very important role in the integrity systems, as the provider of audit
services. These are managed by AUS-MEAT in conjunction with a range of other audit services,
and AUS-MEAT identified that this creates efficiencies that would not otherwise be available.
Recognising this, it seems preferable that for an initial period at least, AUS-MEAT be contracted
by the new entity to continue to provide audit services for the LPA. The longer-term objective
would be to move to a situation whereby audit services were contestable, and AUS-MEAT could
tender on a commercial basis to provide those auditing services.

It would be preferable if ownership of existing non-compulsory industry standards such as
NFAS, PCAS, EUCAS and LPA-QA were transferred to the new entity. While there might be
some concerns amongst the existing ‘owners’ of those standards about a loss of control, the
transfer of these to an organisation with a well-defined and transparent standards management
process should assist in increasing the credibility and integrity of these standards, and as a
consequence deliver enhanced value to the industry. It would also be entirely feasible for the
board of the new structure to establish working or advisory groups to assist with the
management of these standards, noting that this would be a board decision based on their
assessment of the need and the available resources, and the board would subsequently be able
to disband that group if it was no longer deemed necessary.

There would undoubtedly be a range of other issues that would emerge in the process of
transitioning the integrity systems to a new structure, and these would be best managed by
establishing a taskforce to manage the process. Senior operational staff who are currently
involved in managing various elements of the current system in SAFEMEAT, AUS-MEAT and
MLA could be co-opted to the taskforce for a defined period to optimize the transition process
and ensure that the new structure operates optimally from a very early stage.
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10 Discussion and conclusions

The current integrity systems has served the industry well, and continues to do so. It is generally
considered to be at the forefront of national livestock integrity systems globally, and is the
reason that Australian livestock industries have maintained market access to virtually all
international markets, while competitors such as the USA and Canada have at times been
excluded. In no sense should it be considered that the current system is in crisis, or in imminent
danger of failure.

There is almost universal agreement amongst those who are currently closely involved with the
system, however, that the current structures are cumbersome and unwieldy, lack clear strategic
direction and strong governance, and do not enable the system to continue to respond to the
needs of markets in a timely and efficient manner.

In many respects, the integrity systems resemble a reliable family car that has served its owners
well for many years and could conceivably continue to do so into the future with continued
maintenance and repairs, but newer models are available promising much enhanced
performance and economy.

At some point, and preferably before a major breakdown occurs, there is a need to replace the
current vehicle with a new model, and it is apparent that the livestock industries currently face
that decision in relation to the integrity systems.

This research has defined a preferred future structural model for the integrity systems, and
identified a transitional process that could enable the reform to occur over a relatively short
period of time. It is in the interests of all involved in Australian livestock industries to ensure that
the integrity systems remains at the forefront of international livestock integrity systems, and to
that end the reforms proposed here provide an enhanced opportunity for that to occur.
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12 Appendices.

12.1 Appendix 1: Integrity system key principles.

This section then deals with options for the accreditation of product integrity systems or
schemes.

12.1.1 Strategic Foundation

It is vital that any product or service integrity system have a clearly defined place within the
strategic plan for the organisation or industry that owns the system. Like any other major stream
of business activity, the system must be shown to be contributing to the overall objectives of the
organisation or industry.

Detailed within the strategic plan for the system should be:

. Realistic, measurable and time-bound objectives (which may link to the overall
objectives for the owner organisation/corporation).

. Clear identification of executive/departmental responsibility for oversight and
management of the system.

. Some description of who benefits from the system and how.

. Linkages the system has with other programs or business operations of the owner

organisation/corporation.
Clearly articulated raison d'étre

Every system exists (or started life) for a defined purpose. Over time that purpose may become
less clear or may be interpreted in different ways by different administrators or stakeholder
groups.

It is important that the core purpose and role of a system be clearly and strongly articulated in
the system owner’s strategic plan and in the business plan for the system. If well and succinctly
expressed this ‘mission’ plus the specific objectives for the system serve as a yardstick against
which any changes, improvements or extensions to the system should be measured.

Ownership =responsibility

It must be clear (and clearly expressed) who has legal and functional ownership of a system. In
some cases, over time and with the involvement of numerous bodies and interested parties, the
true legal ownership of a system may become unclear. Various groups may want to claim or
assume ownership or responsibility, for their own interests.

Ownership of an integrity system will very likely mean some commitment in law, particularly if
the system has involvement in areas such as public health, food safety, environmental or animal
welfare responsibility. In addition, the owner of a system which provides formal certification (or
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authority to use a ‘certification mark’) has legal responsibilities under intellectual property (i.e.
trade mark) law.

Beyond these legal obligations, stakeholders in a system; and observers (such as government,
the media and special interest groups), expect an owner of a system to be responsible for it and
manage it appropriately.

This does not mean that a system owner must undertake all aspects of management and
operation. Of course certain identified functions can (and some should) be formally contracted
to other groups or independent bodies.

Strategic development

Like any other major business support activity, integrity systems call for planned strategic
development. This is not development in the mechanics and implementation of the system, but
rather, where changes in the core elements of the system are called-for. This may be, for
example, in the scope and coverage of the system; the specific criteria used; how and under
what contracts the system is managed etc.

Such development is solely the responsibility of the system owner. The owner may invite input
or consult others but in the end, decisions about changes to the system rest with the owner.

Recognise what the system is not

It is important that all involved are clear about the scope of a system and also what it does not
cover and does not do. For example:

. A system which audits and accredits plant nursery production operations in all aspects of
their production processes may be a very valuable marketing tool and promoter of
industry image. But makes no claims that the plants themselves meet any particular
quality standard.

. Or a system that facilitates the tracking of primary produce through the supply chain may
be very useful in management of food safety threats or disease outbreaks. But it makes
no claims to oversee the environmental or animal welfare credentials of those
businesses in the supply chain.

The point here is to be very clear about the scope and limits of any system; and to ensure other
relevant parties are too.

Clarity on the role of ‘stakeholders’

Systems can sometimes become confusing and complex when numerous stakeholders are
involved. Indeed some stakeholders may feel they have, or deserve, some responsibility in the
management of a system, beyond say being consulted for comment or input.

Clarity about all stakeholder groups and their specific role(s), widely communicated by the
system owner, will overcome some grey areas or ‘territory’ claims. Of course, it may also lead to
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some discontent among those that feel they have a greater right to manage than is actually the
case.

12.1.2 Governance and Integrity
Avoiding conflict of interest (COIl) — real, potential or perceived

Because product integrity systems often provide advantage to those that participate and/or meet
a standard, over those that do not, there is the potential for conflict of interest — real or
perceived. COI can call into question the worth and integrity of the system; and lessen its value

Owners of systems must take all reasonable steps to avoid or manage COI; and be seen to do
so.

Just some of the instances where COI may arise are:

. Participants in the system being also members of the committee or board that sets
criteria and standards.

. Those performing audits of participating businesses also have other business
relationships with the relevant business.

. Those adjudicating on complaints or objections to audit results having some other
involvement in the system, as either participants or administrators.

. Composition of advisory committees seen to be not well-balanced or skills-based and
therefore open to accusations of bias or lack of depth.

. Overall, those that own and manage a system should not also be those responsible for

audits and inspections.

As part of standard risk analysis process, all areas where COI may arise should be identified
and the steps for minimising or management be developed and formally documented.

12.1.3 Resourcing
Adequate and assured line of funding

The development and operation of an integrity system can be a considerable expense for an
organisation or product, particularly if the system has a high labour content (e.g. annual audits
of production facilities). Once established, there is almost always an expectation that the system
will continue — meaning that the system owner needs to be prepared to make a long-term
financial commitment to it.

Some systems do structure resourcing to include some element of ‘user-pays’ (e.g. license fees,
royalties, membership fees) but these are rarely enough to cover the full cost of operation.

Public and government funding

In Australian rural industries some systems are owned, run or funded by Research and
Development Corporations (RDCs) using statutory levy and Australia matching funds as part or
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all or part of the income stream. In this case, the RDC must be able to show that using its funds
in this way:

. Is consistent with its Statutory Funding Agreement with the Australia;

. Is consistent with the Constitution of the RDC;

. Can be shown to be contributing to the Australia’s Rural R&D Priorities; and

. Where matching funds are used, there is demonstrable broader public benefit from the
system.

Care must be taken when R&D Levy (and matching) funds are used as these are generally not
intended for use in ongoing, routine management of programs or activities.

Understanding the full and real cost

It is sometimes not easy to look at the total cost of a system as various elements of it may be
funded from different budgets or by different parties.

Such analysis is important in understanding the full and real cost of the system and therefore
properly evaluating its total cost/benefit to the industry.

12.1.4 Management
Who should manage?

The question of who should manage a system is not a difficult one. The system owner is
responsible for its management — either directly or via a detailed management contract. The
owner can also contract others to undertake specific support services, like auditing or database
management for example.

But always, the owner of the system remains liable for its efficient management
Independence and separation = Integrity

No matter what administrative and management structure is established, a system owner must
ensure certain ‘separations’ exist between particular elements of the management process. This
is essential for transparency and the integrity of the system. For example:

. Personnel involved in developing recommendations on standards or criteria must not
also be on the committee which approves criteria change.

. Those auditing production facilities or processes should not also be involved in
adjudicating complaints about audits.

. There should be an established program of cycling auditors so one does not
consecutively audit the same business more than a certain number of times.

. A regular program of check-audits should be in place.

These and many other structural separations are increasingly being required by those that buy
the produce, such as retail chains and major foodservice providers. Best practice in this area is
covered in both the international Global Food Safety Initiative (GFSI) and also to some extent
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under the international standard 1ISO 17065 (‘Conformity Assessment — Requirements for
bodies certifying products, processes and services’).

3-5 year Business Plan

As with any major business activity, an integrity system should have its own, approved, 3-5 year
business plan. The plan (which would normally be approved by the Board or a Board sub-
committee) should be linked directly to the strategic plan of the system owning organisation and
include:

. An outline of management, operational and any advisory structures

. Well-defined, measurable and time-limited objectives.

. Details of activities to be undertaken, by whom and in what time-frame.

. A detailed budget and resourcing plan.

. How progress in the plan will be monitored and measured; and any process for review

and adjustment of the plan.
Criteria creep and criteria resistance

Over time, two abnormalities can occur and can impact the operations of an integrity system.
Managers of systems should be wary of them and have strategies to address them if they occur.

‘Criteria Creep’ occurs where the additional or more stringent criteria or participation
requirements of a system are added, but not as part of a formal strategic review. This might
occur where an advisory or other committee thinks that certain aspect should be added and the
system managers adopt that change, without adequate consideration or risk analysis. In recent
times this has been the case in other primary industry systems, particularly in relation to
environmental care or animal welfare. The main risk arises when such changes are not
adequately communicated throughout the system (to participants, auditors and stakeholders);
and the additional requirements are harsh or unreasonable.

‘Criteria Resistance’, occurs when system owners or managers seek to introduce additional or
more stringent requirements, in the interests of the system or the industry overall. However
sometimes pressure can be bought to bear from those that resist the changes, for whatever
reason. Decision-making transparency; and the separation of functions (dealt with later), are
important.

Systems and IT adequacy

Most systems have a degree of IT incorporated within their operation. This may be for example,
in tracking produce; monitoring the health and welfare of stock; identifying producers and others
in the supply chain; or managing data input in relation to regular audits, issuing certificates,
following-up audit failures etc.

IT is and will increasingly be, an important tool in the implementation of integrity systems. Some
considerations here are:
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. Are the IT systems and requirements regularly evaluated and upgraded if appropriate?
This should be part of the structured Business Plan mentioned earlier.

. Has an adequate budget been provided for IT maintenance and upgrading?

. Are the IT requirements placed on system participants reasonable? For example, do

they have sufficient IT capability, time available and internet connectivity?
Risk analysis

All major business programs and units should undergo a regular, formal risk assessment
process. This is particularly relevant for food product integrity systems as these often provide
assurance in areas such as food safety, biosecurity, environmental stewardship and animal
welfare.

Risks to a product integrity system may be many. Just some examples are:

Financial

. The current funding stream to run the system is removed or reduced.

. Costs increase to a level at which current and prospective participants question their
participation.

. The system owner organisation no-longer considers the system of sufficient priority to

warrant the current or projected expenditure.

Operational

. Key system management executives leave the team.

. Insufficient qualified auditors are available.

. One or more auditors have a separate business relationship with the businesses they
audit.

. Personnel on key advisory or operational committees are also system participants and

might be perceived to be advantaged or disadvantaged; or able to influence decisions
and recommendations.

. A key part of the IT infrastructure servicing the system fails.

. Standards introduced (for example in environmental or animal welfare practices) are
loose, open to flexible interpretation or do not meet community expectations.

Reputational

. A breakdown in product integrity leads to a public, community or human health risk —
and the attendant scrutiny by special interest groups or media can lead to damage to
business and the industry’s reputation.

System managers should adopt a formal and structured process which not only identifies risks,
but also ranks them according to ‘impact’ and ‘likelihood’; and identifies the risk management
actions that must be taken.

Layers and duplication of input
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Over time, integrity systems can become complex and multi-faceted in their mechanisms of
consultation and input. Different groups may lay claim to being consulted and, particularly with
industry-wide systems, are often hard to resist.

Yet the design (and Business Plan) of the system should clearly articulate who must be
consulted, about what, how often and how. As always, it comes back to:

. What are the objectives of the system? And therefore,
. Exactly who needs to be consulted about what.

In this area sometimes the owners of the system have to hold a firm line.
12.1.5 Accreditation of Product Integrity Systems

There are two main avenues for accreditation of product integrity systems. As mentioned earlier
such accreditation is increasingly required by ‘customer’ stakeholders such as major retail
chains and foodservice operators.

Global Food Safety Initiative (GFSI)

A food safety management system is ‘recognised’ by GFSI when it meets internationally
recognised minimum food safety requirements, developed by multiple stakeholders, which are
set out in the GFSI Guidance Document.

Certification to a GFSI recognised system is achieved through a successful third party audit
against any of the systems listed as being recognised by GFSI.

ISO/IEC 17065 — Conformity assessment: Requirements for bodies certifying products
processes and services

As described in the introduction to ISO/IEC 17065:

“The overall aim of certifying products, processes or services is to give confidence to all
interested parties that a product, process or service fulfils specified requirements. The value of
certification is the degree of confidence and trust that is established by an impartial and
competent demonstration of fulfilment of specified requirements by a third party. Parties that
have an interest in certification include, but are not limited to:

a) The clients of the certification bodies;

b) The customers of the organisations whose products, processes or services are certified;
c) Governmental authorities;

d) Non-governmental organisations; and

e) Consumers and other members of the public.

Interested parties can expect or require the certification body to meet all the requirements of this
International Standard as well as when relevant, those of the certification scheme”
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While there may well be commercial considerations, it is entirely a system owner’s decision
whether to seek accreditation for their system. There are costs and administrative requirements
in the system accreditation process.

Accreditation does not indicate or imply that the system is inherently valuable and important for
its stakeholders. It simply verifies that the system has certain protocols, procedures and
systems in place and operating efficiently.
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12.2 Appendix 2 — SAFEMEAT

SAFEMEAT is a partnership between the Australian red meat and livestock industry and state
and federal governments.

The role of SAFEMEAT specified in the Meat Industry Memorandum of Understanding (MOU),
is to oversee and promote sound management systems to deliver safe and hygienic product to
the market place. SAFEMEAT promotes rationalisation of regulation and standards within the
industry, drives the implementation of strategies to ensure meat safety and hygiene and
monitors industry performance in against these strategies. The diagram below outlines the
structure of SAFEMEAT.

SAFEMEAT
Partners
SAFEMEAT
Executive
SAFEMEAT
Review Steering
Group
Through chain
assurance |====
programs
-l- --------- l---------- -----------r --------- 1-
LPA-NVD NLIS (Cattle) | egislative Working| NLIS (Sheep & MLIS (Pork)
Advisory Advisory Group Goat) Advisory Advisory
Committee Committee Committee Commitiee

SAFEMEAT’s Terms of Reference are

a)

b)

c)

d)

To work with the objective of establishing world best practice in ensuring the safety of
red meat and pork products.

To ensure each meat industry sector implements sound management systems to ensure
safe and hygienic product is delivered to the market place.

To ensure adequate and nationally consistent government standards and regulations
relating to meat safety and hygiene.

To ensure that effective crisis management strategies are put in place by the appropriate
meat industry sectors and, to this end, ensure that there is a fully integrated and
effective communications network.

To develop and provide relevant information about current and emerging meat safety
and hygiene issues.
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SAFEMEAT consists of a number of members, committees and working groups who work
together to ensure safe and hygienic product is delivered to the market place.

Partnership members

Partnership members generally meet twice a year and currently include:

Cattle Council of Australia

Australian Meat Industry Council

Australian Lot Feeders’ Association

Sheepmeat Council of Australia

Australian Dairy Farmers Ltd

Australian Livestock Exporters’ Council Ltd
Australian Government Department of Agriculture, Forestry and Fisheries
The Office of the Chief Veterinary Officer
State/Territory meat industry authorities
State/Territory departments of agriculture

Observers include:

Animal Health Australia

Australian Livestock and Property Agents Association
Livestock Saleyards Association of Australia

Red Meat Advisory Council

Meat & Livestock Australia

Australian Pork Limited

Executive group

The SAFEMEAT partnership is supported by the Executive Group. The Executive Group meets
regularly to drive the business plan work program and as required for other purposes.

Executive Group members include:

Cattle Council of Australia

Australian Meat Industry Council

Australian Lot Feeders’ Association
Sheepmeat Council of Australia

Australian Dairy Farmers Ltd

Dairy Australia

Australian Livestock Exporters’ Council Ltd
State/Territory meat industry authorities
State/Territory departments of agriculture
Australian Government Department of Agriculture, Forestry and Fisheries
Australian Quarantine and Inspection Service
Observers include:

Animal Health Australia
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e Australian Livestock and Property Agents Association

e Livestock Saleyards Association of Australia

e Red Meat Advisory Council

e Meat & Livestock Australia

e Australian Pork Limited

e Australian Renderers Association

¢ Australian Pesticides and Veterinary Medicines Authority
¢ Wool Producers Australia

SAFEMEAT Secretariat

The SAFEMEAT Secretariat is located within the Australian Government Department of
Agriculture.

SAFEMEAT Funding

Funding to attend meetings and undertake projects is provided by the individual SAFEMEAT
members. Funding for the SAFEMEAT Secretariat is provided through Meat & Livestock
Australia Ltd and the Australian Meat Processor Corporation. The cost of running the
Secretariat was $200,000 for the 2013-14 financial year. SAFEMEAT also received
approximately $280,000 for other industry communication activities it conducted.
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12.3 Appendix 3: AUS-MEAT

AUS-MEAT Limited is an industry owned company operating as a joint venture between Meat &
Livestock Australia (MLA) and the Australian Meat Processor Corporation (AMPC). AUS-MEAT
was incorporated in 1998 as a part of a major restructure of meat industry organisations. It is a
non-profit company limited by guarantee that is wholly owned MLA and AMPC. AUS-MEAT's
charter is to provide services to the Meat and Livestock Industry.

AUS-MEAT is the national organisation responsible for quality standards and accurate
descriptions of red meat. AUS-MEAT manages the Industry Standards for trade description
through the Australian Meat Industry Classification System ( AUS-MEAT Language) and the
AUS-MEAT National Accreditation Standards for AUS-MEAT Accredited Enterprises. These
standards are designed to protect the industry's reputation and integrity in in slling meat into
domestic and export markets.

AUS-MEAT Limited is cited as the 'Standards Body' responsible for establishing standards for
meat for export under Regulation 3 (1) of the Australian Meat and Livestock Industry (Export
Licensing) Regulations 1998.

A Memorandum of Understanding (MOU) confirms arrangements between AQIS (now the
Department Of Agriculture) and AUS-MEAT for the verification of trade description requirements
under the Export Control Act 1982 and the Export Control (Meat and Meat Products) Orders
2005 (Orders).

AUS-MEAT manages the Livestock Production Assurance program as the on-farm food safety
program for the red meat industry and the LPA QA program for on-farm quality assurance for
cattle sheep and goat producers.

AUS-MEAT also manages the Australian Livestock Processing Industry Animal Welfare
Certification System on behalf of the Australian Meat Industry Council, and also manages the
National Feedlot Accreditation Scheme for the Australian Lotfeeders Association.

AUS-MEAT has also diversified its business by forming AUS-QUAL Pty Ltd, a subsidiary
company providing Certification and Conformity Assessment services to the Agriculture,
Horticulture, Plant production and processing industries.

AUS-MEAT’s operations are funded by contract income from the two parent entities, sales of
materials related to its standards and the quality systems it administers and income from
auditing services.
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12.4 Appendix 4: NVD /waybill forms

Cattle LPA NVD

NATIONAL VENDOR DECLARATION (CATTLE)
AND WAYBILL Saats

= This form cannot be usad whare eligibility for the EU market is requirad.

Part A To be completed by the owner or persen who Is respensible for the hushandry of the cattie.
Owner of cattle
Property/place where the joumey

UL TRAGIR AAVE]

TR

TAGREEE CONTMID]
Identification Code (PIC) of this property
This MUST be the PIC of the property that the stack is being maved from

wn

[ hqdmwhumum.mm(wmumm
Interval (ESI) as set by APVMA or SAFEMEAT, drug or

Yes [ No [

If Yes, give details: [nmni additional details in questicn 8)
— L f/20 I:' |:|
e TRSATNAT AR wr o F %

7 In the past 60 days, have any of the cattie In this consignment consumed any material that
was still within a withholding period when harvested, collected or first grazed?

Yes [ No [ If Yes, give details:
o0 [ 1 7 s2 /720
DIV PRIONCT DA AFRLED CRADMD W DA FRST FIGSEAIED  DATE FRKDIND, T RAD MR CRARD

8 In the past 42 aays, were any of these cattie:
a) grazed in a spray risk area; or
b) fed fodders cut from a spray drift risk area? (Ses Explanstory Netes for definkicn of spray drift risk area )

rption of cat Yes OJ No O IersD?&epmyed ___./______L Al .
Nomber pre—y p—— [ ——ap— 9 Additional Information: see req nE ,‘ y Notes for p this d
[ ]
Declaration
‘HI.LW‘ TOCL R
Total Use tha Atizchmeet. Forms for ol grensefs that equra mess [1nes to dsecrica the st (Saa Explanatery Notas) oo O LPA
Conslgned to declare that, | am the owner or the person responsible for the husbandry of the cattle
fen W OF R I8 OF GUERESE and that all the information in part A of this document is true and comect. | also declare that |
have read and understood all the questions that | have answered, that | have read and understood
e oW (ouaa] @wo - the explanatory notes, and that, while under my control, the cattle were not fed restricted animal
material meat and bone in breach of State
Destination (If different) of cattie — (including meal) or Territory legislation.
REOANCN ACGARSS] .. Date* 7 20
NLIS devices used on these cattie Number of rm: Number of rumen devioes | . .|, *Onythe pesce whose name appeirs sbove oy sigh this dacietin,ar meks amendments which mus be intilled
Tel no. Fax no.
Detalis of other statutory nt ating to this mo nt e.g. health statement
¥ Part B T NM the person In of the cattie while being moved.
[ /20 o um.-’muopuun and VIC. g are
TOTUMENT TVPE e OFRCE OF 155K DORY AR
Movement 20— [, ]tam/pm)

1 Have any of the cattie in this consignment ever in thelr lives been treated with a
hormonal growth promotant (HGP)? (Use a sacond d for mixed i )
Yes 0 N O +

Have the cattie In this consignment ever In their lives been fed feed containing animal fats?
Yes [ No [0 (See Explanstory Notes)

3 Has the owner stated above owned these cattie since their birth?

Yes [ No [ If No, how long ago were the cattle obtainad or purchased?
(f purchased at differert times, tick the box comesponding to the time of the most recent purchase.)

Alessthan2months (1 B.2-6months [0 C.6-12menths [0 D more than 12 months [
In the past 60 days, have any of these cattie been fed by-product stockfeeds?

I Yo, sttach  lizt of the bypreduct stockiesds, cate when last fed
e O n O 2nd 3 copy of an arelyst's ragcet if vailable.

'S

lntmmstelmntmnwomyolmmammhboononnpmpmylsmuonmo!"
database or placed under any

Yes 0 N O If Yes, give details:

R MWD YEAR

Vehicle registration number(s)*:

l am the person in charge of the cattle during the
mwotmm and declare all the Information In Part B Is true and correct.

Signature. pate__/  +20 el no,

*When more than cre tnuck is camying the cattle, other vehicle registration numbsrs are to be recorded.

Part C  Agents declaration for cattle sold at auction. (Compietion of Part C Is optional.)

Agents completing Part C shoud retain the orignal or & scanned copy of the original declaration or @ summary for
mirimum of two (2) years, or three (3) years In W and supply 8 copy of SUTMENy to ary buyer on raguest.

vengorcode /Nocs[ . . | agentseose[ . . . ]

Stock agent

Buyors name pestmationpicl . . . . . . . |
No. of cattie p yard arnval time (am/pm) [ |

Agent's signature ___Date 720 1

T oR
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The LPA NVD is a vital part of your business
- make sure it is complete and correct )

¥ mse | mia

RAEAT & UIESTIE AUSTRALLY

Wheo is responsible for completing the LPA NVD?
Part A: The catile owner or the persan responsible for the

husbandry of the cattle. Middle sheet:

Who keeps the copies?
Top sheet: (White} goes with the catile o the purchaser.
(Green) goes to the carrier.

How do | order copies of the LPA NVD?
1 Gaot fo www.mla.com.awnvd or
2 Phone 1200 683 111

Part B: The I!vestuuk carmer. i Bottom sheet: (Pink) E.d.a’j'E: in the book and should be kept Where do | go for more information?
Part C: The livestock agent (optional). for auditing purposes. Go to www.mla.com_awnvd
NATIONAL VENDOR DECLARATION (CATTLE) . Do not send cattle
IFPICIS PREFRINTED  AND WAYBILL coa13 . :::......,{ i AP B oo ot bt ittt o chmtear! to slaughter if they
DO NOT CROSS This fm Cannce? b LEaT wWhaTe sAgEy far the S1 marke i rquied. = e ¥, g etals 'h““-“‘_“d_l—_' |:_| il_:hsl-.:dv_liﬁin IhE
» ita 7 mmummmmwh*mﬂm rtﬂ::g-;‘rlg o
wasts il wifhin a h-luilclmh*dnrﬂdm Expol ug T
w 1] Yes Mo ¥ _IfYes, ohe cetais B . .. interval.
Wane new L=
Deccribe fhe breed, I s R T wene amy of Seca matl
tail mber ) graed In 2500y sk
sex tai tag nu HA 1z r A5 s £} feditodiers it fom a 5py S—
and brand or eammark. s Mo ¥ fYesDatespryes ! 30 Once you have
[ T e 74 ST o 1 lﬂﬂﬂi mguin In Expianaiory Mokes for compleing this cooument. correctly completed
[F] Aegar Bmars and signed this form
F"’“’"“' you have met the
R L EE— requirement to have
Wiite fhe name of the: — LrA a livestock travel
person or business. Burrews, Earraan Usertsck Ayanry chaciuna i, v e cesnes o e person respanaibls for she hushning ol e caris
(and fheir address) that B~ el et i i e declared that all
the cattle have been um m‘— 8 SpBNMET MEARL WS s, vahi: ST TR £ONIT e CrEe wars nsd fad ramr e arimad I ok covered
ared bans Sta o == by
transfermed to. _ Murss Sulayundy Bt 3 o B the LPA NVD have
on s catie 1= o met the LPA
o @ heaith calement = — program require-
— - B Tt Cmpiehon o e et sper B eV ments and animal
-] amipmi material feeding
Wirite the address Hanes &y of i oatiie In this concigrment aver In their iives. bean tresisd wiha e g | ——— i
of where the catile ool growth promotant (HOFY? (5= 8 Se00nd docUment for mkeed } restrictions.
will be delivered v HoMa +
(if diifferent). 2 Have ihe oot In this var in iheir tals? 2m e parson in charge-of She catle the
B wes [0 Mo ¥ jSes Brplestory oty mnmuhmnmaumwm
& Hax S owmer ciaed abos owned S aatiin cnos Selr Dirih? “ml‘-ﬂ“-“ﬂ!_“mrﬂf'ﬁf‘;ﬂ-’_‘:’“hnm
wer ¢ Mo O Nmmmmnmmo&::d:ﬂuf-‘w , PartC Aguenis declaralion for casle woid sl mucSon. {Camgielion o Part © Is opSonal | The carmier should fill
& Lemitan Zrociw (1 0348 monte 2 8-E2 marira . mare han 13 randhe v . in Part B.
e e T e e S e vemsrooce e . l
Use the inals ided wndim sopy of 01 snabmds rezod H rednbie Dompay
in the LPA o = In e pact & monthe hawe any of thees animals been on a propesty Bcled on the ERP BIyET G NaNTey I pd
n [progranm atahacs or placed Undsr any resirclions beosuss of oherical mEldUsc? Mo o e g -
help you answer Part A Mo ¢ EYesghedenls ;. @ The agent may fill
with confidence. i — — - in Part C.

The LPA NVD is your guarantee
to buyers - get it right.

B — " T Py ST S P P ———p—=] e —— Y —— ——————————

& Copyight Ment and Lhesiock Ausirals 2011 The Mentand Lvesiork Ausiralas 00 b5 2 registesesd trade e of Meat and Lesinck Susimis Liniled. The Livesiock Producion ASSErance ingo |s & repistersd imdemar: of
ALEWEAT Limiles, ™ Tree LPA NUD s for catie. sheap and ismis. B catie. gosis. and Bolioy Calhes.
e Sl Wales. Tasmaria and Cuesrsianc, They ane optional in Souln Ausnalaans Vicons, The LPANYD b not reoognisss &5 3 Iegal dooument for Snck moverments e

Traws cocuments isuch

a5 waryds and Taveing siock shaements) ane requined by State Goesmmens feesiem Aozl
Mot Testony.
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(CATTLE) AND WAYBI

Eankground

The LPA Natonal Yerdor Declaration (LPA NVD) 15 part of
e Caile Indusy's commiment io food safely and product
Inbegrity.

‘Wiaytils are required when Catte (and other siock ) are moved
In B Ausiralan Caplal Temtiory (ACT), Narthem Temrtory (NTI,
New 3ouh Wales (N2W), Queensiand (GLD), Westem
Avasirala (WA, 2cuth Australa (EA) and Tasmanta (TAZ ). Only
iz combined LA MY Diwaybll need be compieied In thess
SfatesTemitordes  when are being moved. The
compietion of Fart B of Mis combined LPA NVDUwaytdl |5
opional n South Australa (SA] and those ZhaEs where
waybils are not required, the Norfern Temtory (NT) only
sccapes an NT waiybll s s mandatory movement document; i
does ot accept Fee LPA MWVDOWaybil. The Norfeern Temiony
(NT) only accepts an NT waybll as lis mandaiory movement
document; tdoes not accept Fe LA NVDRy bl

‘Smndalons waybils wil Contrus b0 be avallabie from reievant
rEQURIDTy urhorties, and Feir use s preferabie Fony 3 waybil
|5 required.

Froducers must provide a copy of this document for all Cadie
Ny MOVE: 1D SnoSNEr propsrty of offer for sale o sisuger, and
fo reguest a comecly completed copy or post salke summary
when Buying Camie

Ganenal

Arcwer all liems accurately. Any false, miskeadng or unverifed
stalements may result IR prosecution andlor dvll action. T you
rely on the document o verl'y fufure clalms about purchased
siock, them e siock showsd be ldsrsfable agsinst her
SCCormpanying document.

The cost of any reskdes festrg requined or wunderiaken n

response to information ghven on e document s 2 commercial

mafter bebween Fee vendor and buyer (except whers Indusiry

funds such festing].

The document is Im iripicate.

= Top Gheet: {While) goes wEh the catte 1o the purchassr:

= Midke ghest:  (Green)goes to the camer.

w Botiom cheet: (Fink) stays In the book and should ke kept
for audibng purposes.

PART &
Pat & k5 oniy 1D De Compisted by the Owner of e Catte of
DEEON ESEONEOLE for e AUsbandy of e Cate

Addrecs and PIC (Property Identifleation
propedty! place whare the journay sommencsd

Codel of

Thiz LPA NVD can only b= used when e cattie are being
mowed fom e property 1o which e preprned PIC |5
aszgned. ¥ the ook are being moves froe a dfferent property
ie.0. agistment), you shouid obéain an LPA NV from e owner
of the properiy

¥ me catte were walked B0 yards on ancther propery
exdusively for e pupose of ipading at the commencement of
iz joumey, do nat record e FIC of the propary on which the
calile were lcaded.

& new LPA Caltle NVDiwaybil must be somplated I the
cattis hawvs besn purchacsd andior moved to 2 naw
propedty, and then decpabohed to a caleyand, shatbolr or
otfer sactination.

Dagoription of Cathe

For consgnments hat requine more IRSS 10 desorbe the sk,
e to the webcke wwwmia.0omaulon and celect Vendar
deolarstione and caleot the Nink: AHachment to the
HYDiWaybil

Erssure that the tol number of Came being sod 5 put in s
“Tokal" bow.

Conclgned to | Dectination {IT different)

Include I “Consigned o° e name of the person andior
company the caitie are being 10 Including 1l lecation
address of person andior company e.g. Mr Smith ABC Sseck
Aganes, Town, and State

Inciude in *Cestinabion (F dfferent” the ful Iocation address of
the destirafion of the cattie If they are not being sent o G
Iocation address of who the cafie ans being consigned o e
ABC Saleyards, Town, Staie.

HLIE gevloas

Where catie camy Matonal Livesiook |denbication Systes
INLIZ) approved Breeder or Post-breeder devices, recond Be
nurmber of idenitted animals and device typEs) In e spacEs
provided.

Under EiaieTemilory lww, NLIZ Breeder and Fostbreeder
devices must ot be removEd iRl C3Se are processed noan
abakclr or knackery. Cattie only need one MLIZ device.

Mever attach a secomd MU dedice If 3 NLIZ device |5 arsady
present. AZach MLIZ devices in e right (off-side) =ar.

Datallc. of other ctatubary doowmenbe

Offer gocuments raating o this mavement £.9. calte heaks
smtement, permE, inciudng addsanal shests of dezoriptons of
catie. Tre words “ABachment I LPA NVDOWayDdl s=nal
number..” mest be on every addbional document wih the sarial
number reconded. Additional documentis) must be atiached o
the original and both coples.

Hoamsoinal Growth Promotant (HOP) 2dxhes (Guecton 1)
yod DONT EMOW, you must Bok YEZ)

Cnily declare catie HGP free I () ey were bred on your
property and you know they have never been freabed wif
HEPs or; [b) you have evidence showing that these parficular
cailie have mever in ther ves been freafed with HGP:
Accepiabie evidencs INCudes an apents postssie summary
dentttying the ssilerand endorsed with the wonds HGP free’or
3 signed statement or LPA NYD from the previous oamer
dedlaring the cafe io be 'HEF free',

Cferwise, you must deciare the cale as HGP freated.

Us= a separale document for the HGP free’ caiie.

Animal Fate [Quection 2) (If you DONT KNOW, you muss
tick YEG)

Oniy declare cattie No F: (a] ey wene bred on your property
and you know Sy have only been fed grass or supplementary
fed with hay, Slage, Staw of grain, or; i 3 commercial or Fome
mixed feed has been used and the abed advises no animal fais
isuch a3 mlow, and wsed CooKING ols) have been ussd n o
feed mix. (b} you Fave evidence showing Hhat these particular
I:Hﬂe- Il.l’pl NEYET IF Mair vz been fed fesd comtsining animal
evidente Includes an agents post-sale
summary Kenifying the seler and endorzed with the words
‘Saud| Elghbie” or a signed siatement or LPA NVD endorsed
‘Wi the words “Saud] Elgibe” fom S Drewous Swner or S

refEvant guaston on the LEA NVD |s answered in 3 way, tat
deciares Saud Elgbiz. Othenwiss, you must SeCiane M cattie
as being fd feed containing ankmal fats.

Ownenchip (Gueciion ) | you DONT EMOW, you must fck
MO When sending In s1ock in one ot St are both wendor bred
and nan vendor bred, you st sher Box “No”

and anSwer e SubSEqUENt Question on fow Kng ey have
be=n owned for or use a separdie documen: for Fe vendor
bred siock and the non vendor bred siock.

By-product ctookfesd {Gusction &) (F you CONT KNOW,
you mast iCk Y EZ)

Includes any plant matenial not produced primarty for (vestoos
corsumpbion, Such as waste frut, vegetbiss and Sbne crops
Fchudng peel, pule, pressings, stem and lea’ materil. |
not inciude grain and grain by-products, cotion seed, olseed
meals, talow or moasses)

Extended Residue Program (ERP ) siatus ana grazing
rectrichione (Guaction E) (If you DONT BMNOW, you must
tick YEZ)

Ancwar “ves” I, I the pazt & maonths:

m The caltie have been on a properly il curenty has a T
status, other tar TS, aliocated by 3 statsteior authorty
under the W3RM program. [Mote: Properiies with a C (dear),
R, M or TS dassfcation do not have an ERP status for the
purpeses of tis question ] OR

w The CAOE Fave Deen placed under rECTICUONS, Such 25
quarantine or defendon, by a staieferfions auforty dus o
chemical esidues Faf exceeded the maximum residue Imi
(MRL] for agvet chemicals or Bhe maximum level (ML) for
contaminants such as lead or cadmium.

Aftach any FElvam analysts report o leter of cieamnce from
shate authority b the original and all coples of e daclarafion.

Wetsrinary druge and ohemiloalk [Gussilon B) ac cat by
APVMA or SAFEMEAT (f you DON'T ENOW, you must
Hok YEZ)

The APVMA webcite chould be oheoksd for the current
raguiremenis for Export Slaughier Intervak [ESi6) and
Withholding Perkode (WHPc). www.aovma.oov suiEE]

Veterinary drugs Indude chemicals administered orally, by
Injction or & the sk SUCH 35 SRtBioHCE, vACCIRES, wonm
and extemaly appled Fsecticides but exciude viamn and
mineral treatments.

EZls are the period Tolowing reatment when Catlle ane
unsulfable for expori proceszing. ESls are Indusiry
standards fo ensure export regquirements are met. For
example SAFEMEAT fas Implemenied 2 80 day Prowisional
Russian ESI for prescribed veternary medones and feed
agdtives comaining caylzracycine or chortetracycine o
meet country Specific EXport requinments.

WHFs are the period following reabment when Catlie ane
unsultabie for processing for consumption in Austraila,

Agrioutursl shemioale [@uacton 7] (f you DONT KNOW,
you murst ick YEB)

Thiz quesbion |5 Imporant to ensune it caltie do not have
unaccepiable  mesidues  a%er consuming  convenfional
stocitesds, sUCh 35 pasiure, oTop, Stubbie, grain oF 3 prepaned
shociieed, previously realed wih agricubural chemicais. If the
answer |z “Yes® recond all requested defaliz In the space
provided. ¥ the cafie have consumed purchased %eeds within
60 days prior 10 sale the vendor should answer “Yes" o this

question unizss they hold SAFEMIEAT andorsed wendor
declarations for frat feed and hose dedaragons confirm that 3l
required WHIPs have been met andior i the feed complies with
al requirements relating to chemical residues through a QA
festing program. I any of e cattle consumed pasture, stubbles
ar faled crops previcusly tested Wit 3 chemicsl that had no
gmazing’ fodder 'WHF on e abel fhe guesfion should be
answersd “Yes" and de@lls provided.

3pray Drifl (@uestion B} (I you DONT KNOW, you must bk YEZ)
A spray drift risk area can exist for up o 10 weeks afer any
application. For endosutan it includes 3l grazing land and Al
fodcar snd forsge crops hat at e tme of appiicabion were within
TS0 dowmaind of a siie reated by aenal applicaton and 200m
dowmaid of 3 e tresied by ground nig. Answer yes o this
question Fivestock have grazed in that area *ollowing endosufan
applkcation o for ofer pesfiddes in any downwind mandatory
ne-cpray zone o proiecion of inematonal Tade cpeoified on
A pecdioide produat labed

Addfionsl Informadion (Qusection B)

List any required afached documents, and attach coples of Te
documents o the onginal and al coples of the deciambon.
Exampies of documents that oouid be attached inciude 2 cattie
hesith statement, |5t of by-product stockfesds and dake when last
fed, analysis’ reports of sesidue fesis done on by-product
simckesds [Question 31, or Blopsy besting of cate (Quessans 4,
5, €, and T, lefers from Shale author@es detaling the reskdue
shus of the came, detalls Of treatmems within the: wEnnoiding
period or Export Sisughber Intereal (Suestion 51 Use this saclion
‘o provide other Infrmation on chemical use, anmal heath
stahis, or commencial mafers that are not covered spedfically on
e dor Including SpECHc market el gty

Daolaration

Signing this declaration haz legal sigrificance. Regulsiony
auorties may take legal acion, and purchasers may seek
damages If any information In part A s incomrect. Before signing
You must be absolubsly saisfed you undersiand al elements of
i document, and hese explaratnry notes.

Recirioted Animal Material nciodes ary ssue, Dod or other
maierial taken fom an animal and any meals derfeed from
animaks. Exampies are meat and bone meals, blood meal, Ash
meal, feather meal eic. | does not nciude alow, gelatine or mik
products. Corsact your Smbe Agriculune or Prmary mdusiies
Department for mare detals on these feeding restricions.

FARTE

The: camier for drover whens aggiicabie] must omplele ths par
and sign E. When more an one fruck s canying the caitle all
wehicde regisiration numbers ane fo be reconded.

F there s Insuficient space 10 record al e vehicie regisiration
NUTIDErE a0 addianal doouTiEnt must e attacted bo the original
and 3l copiss. Some stte rEQUAGry Authorses Wil reguie 3
copy of e LPANVDY waybil iotravel with each indhridusl wehicke.
Fany imormation s incormect reguiaiony authorfies may ke legal
action. Compleion of this part |s cptional within Scuth Ausiralia
and Vickoria. This NVDANayl | valid %or one joumey anly, =g
Fom vendor's property 10 saleyand A separaie waybll must be
mompieted for any subssquent joumey, £, fom sseyard o
Duyers propery.
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Export Slaughter Interval (ESI) and Withholding Periods (WHP) for Cattle - currency as at February 2013

The Australian Pesticides and Veterinary Medicines Authority {AFWMA) and SAFEMEAT have compiled a list of ESls and WHP's for products used in catfle. Many of these ES|s were established previously by a thind party
and the accuracy and walidity of the values are under review. ESis are subject to change due to alterations in overseas requirements. and ongoing review and consultation with industry. I you are uncertain of a ESl or
'WHP for a product that you have used. the information is maintained and available via the APWVMA website. To review the latest ESl and WHP information go to wanw.apvma gov.awESI or contact APVMA:

Ph: 02 6210 4837 or Email: residues @apvma. gov.au

The Export Slaughtsr infarval (S51} 15 e minimum Sme imenal that shoud siapse Detwssn the (2st meatment of an animal and siaughter for expor. E515 are an Industry Standsm b snsure =upart requirsments. ane met.

The Withhodding PEariod (WHF) $or maat s the minkmum peod that must elapss betwesn e last reatmant of an animad and Siaughter S RUMan corsumpbion in Australla, The WHP = 2 statutony requirement. WHPS listed in is bainie ars far meat.

Chamigal Froduct WHF  E31 Chemigal Produst WHF  E3 Chemical Product WHF  E31 Chemigal Product WHF  E31
Jaye) (daye)
ACATAK 2 42 CEMIZE POURLON W NECLWON - SURONA 67 (backspray] 0 o
ALAMYCIN 300 INJECTABLE EC S DUCTIN INJECTION W a2 HILVERM INJECTICN 3 7 SYETAMEX ORAL COMCENTRATE B oM
ALBENDAZOLE CATTLE MINI DRENCH o 10 FARBLAM WORMA DREMCH & 4T HILVERM LV 3 : EYETAMEX ORALIDRENCH B oM
ALTERNATE 2 o= FASICARE 1] FLUKICIDE PR ] NILVERM CRAL 3 7 SYETAMEX RUMEM IRJECTION 5 ow
AMITK EC ] ] FASIMEC CATTLE = HILVERM FOUR-ON H 7 TAKTIC EC 0 o
AMITE ] ] FASIMEC FOUS-OM 48 140 HILZAN LY [ER 1 TAKTICWR ] ]
AMITRAZ EC SFRAY ] ] FASINEX 300 2 = NOROMECTINANTFARASITIC IECTION &2 &2 TERMINATCR EAR TAGS 1 T
ARREST EASY.DOSE [ = NORCMECTINFLLS BROADEPECTRUM TIHNGHN EFOT-0M o A
AVOMEC ANTIPARAZITIC IUECTION = 42 o 55 ANTIFARASITIC INECTION = =2 THAFLY bl F]
BARRICADE & B o o 55 HORCMECTIN FOUR-ON F0R CATTLE 2 “z TREMACIDE 120 P 55
BAYMEC FOUR.ON 2 a2 Moo HUCIDOL 200 EC ibackspray) 3 3 TREMACIDE 50 -
EBAYTICOL CATTLE DF AND SPRAY o 1 FEMBENDAZOLE 900 14 = HUCIDOL 200 EC buckniber) 3 o TRODAK F
BEEFMEC FOUR-ON 2 a2 FENGARE 100 2 oA HULEW find Ly E T VALEAZEN MIN-DOSE o m
BOMESRD [ 21 FENCARE 25 21 ] HUWNHITE T2 EROAD EPECTRLM o o VETMEC 20 42
EOMECTIN ANTIPARASTIC BUECTION x4 FICAMGOLD o o CFTICLCK EYE CINTMENT o a VIREAC DELTAMETHRIN FOUR-ON 1o
BONIGARE ] ] FLUKARE -] OEAZLE B VIREAMAX POUR-ON 2
CEVAMEC ANTIPARASITIC IIECTION = 4 SLUKARE & I CRFEN & 8 VIRSAMEC ANTIFARASITIC INJECTICN W a2
CHLORTET 200 o 42 LTI FOUR-ON 2 a2 ERFEN e VIREAMEC LW FOURLGH IR
CITARMN POUR-ON 3 7 CEMEEE INJECTION 2 a I 28 2 VIRSAMEC FLUS BUECTION = @
COOPARLY FOUR-IM [ GEMEEE FOUR-OH FII-] PANAGUR 100 wooon VIRSAMES FOUR-CH E- ]
COOPERS BLOCKADE ‘&' CATTLE OF B GEMEEE LLTRA BUECTION = 42 PANAGLUR 25 .o VIRSAMEC FOUR-CH =08 CATTLE E- ]
COOFERS DIAZINDNFLY STRIKE POWDER. 3 3 GEME & LLTRA FOUR-ON 48 Mo FARAMAK FOUR-ON = = WAREEX “uoow
COOPERS DI-IET fbacknibber) 3 10 IMAX COFOUR-ON 42 a2 PARAMECTIN BLIECTION n = WD DIATINON (backnibber) 3 a0
COOPERS DI-IET ibackspry) 2 3 WOMEC ANTIRARASITIC BUECTION = 42 PUARAMECTIN PR OH ® = WED DISTINGH (backsprays 3 ]
COOFERE EASY-DOSE FOUR-ON | NOMEC EFRIEX o ] PATRIOT INEECTICIDE EAR TAGS o o WED FLY STRIE POWDER 3 3
COOPERS SOVEREIGN POURON = W WOMES PLUS INJECTION = a2 PORONILICE CONTROL L WED LEVAMIEOLE 3 T
CYDECTI INJECTICN 4= WOMEC POUR-OM 42 42 FOMECMECTIN I S TICN| o= TOUHEE FLUTK FOURDH 42 42
CYDECTI INJECTION [muipie eatmentsy 14 40 MLEEN-DHOH 1 2 RYCOOLE E T YOUNGCE TRICLAMEC CATTLE POUR-ON 45 s
CYDECTIN POURDM o a LEVAMISOLE SOLD 3 T RYCOZOLE RV PLLS 85 3 T Y-TEX BRLITE POUR-ON 7 M
CYPAFLY ] 3 LEVAMISOLE 0OLD LV, 3 T SFIRE B TAOR: oo *-TEX OFTIMIZER CATTLE EAR TAGE T T
DAIRYMEC IVERMECTIN FOUR-ON FI ] LEVAMISOLE GOLD ORAL 3 T STAMPEDE POUR ON H 21 YTEX PYTHON CATTLE EAR TAGS I ]
DECTOMAX INJECTARLE 2 & LEVFOR 3 T STRATEGIK MINILDCEE W YTEEFYTHON MAIMACATTIEEARTACS 0 O
DECTOMAX POUR-ON 2 & MINERALISED FENGARE F2 3 SUMIFLY INSECTICIDE o a Y-TEX WARRIOR CATTLE EAR TAGS o o
DEFIANCE & T MINERALIZED LEVAMISTLE 3 H EUPONABF fbackniber) LI
reates: IMPORTANT INFORMATION

E3 Iz under review and final 31 may be longer.

T
§ MMMMNMMcMMMHQM than 4 manhs after e last featment of these cows.

Isiad wihowt EZis, ane advised io consult fhe-chemical company or thelr veierdnanan oonceming trade adwice.

= Tre= labei WiHF Is- e minimum legal requirement at all Bimes.

* Labei directions for use must be strctly adhened 10 far the E21 50 anoly.

DIZCLAIMER: MLA does not accent respansibiity for the scourcy o
change.

The E3ls ane advisary only and ane subysd o

e miot besery vertfied by LA

afthe ESisand the

VP
. Thee ESiz-and WSz Nawe Deen prosdced 1o MLA by thind parties and
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Section 1 - Property of Origin
Cwner of arimals {ful rame);

Proparty IdentHeaban Coge (PES) ..o

2 — Degeription of cattlafbuttale
Bom

Section
Humber

Government of South Australia

m-'.-:‘._,‘__\r Bioaeoarty 34

SA Cattle & Buffalo Movement Waybill

Yaar
(e

(ralm eozaralucy ol ol belen of fom)

Bresd, 58x & Type
25 Hereiord cruss slewra)

Brands or Earmarks
o prewenl o gl

Sgctlon 3 — Dastination Proparty

Consignee (full namej: .

Proparty [dentfization COde (F KDWIT ... .. .ooooeoeee oo

Sgction 4 — Declaration
Az e seller andior the

pers
dackare that this wayoll Is complete ang

Signature:...
PEIE [PHNEE oo eeemo e e

CONACE PRGNS MUMDET ..o e

Oyiginal must aceompany cattiebufalo during mevement.

= Lnder the Livesiock Act 1897 all moveents of calie & buffaio between properiies not covered by e
same PIC must be accompanied by an approved movement document. Cuplicate coples must be kept

by both e consipror and consignes %or SEven years.

®  Thiz Movemernt Waybll may be used 2z an affematve to a Naticnal 'Vendor Declaraton (NVD) for the
pUpate of mesting BLIS iagIsiaton N SouT ALSIAIR. NOlE Whsrs e MOVEmEn: INVohes change of

.. Dabe .

on responsiole for the husoandry of the cattiefuftaio In this consigrmen |
comagt

ownership 3m NYD ks the prefemed document and wil usualy be 3 specifed reguinement of the
purchaser.

Vemion I - 1270000
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