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THE CHAIRMAN: All right. Well, I think we’ll get sarted, it being a point in time
for starting. My name is Graham Samuel, I'm the mhan of the Australian
Competition and Consumer Commission and the chali®public inquiry into the
competitiveness of retail prices to standard grocetigglcome you all and declare
this hearing open. | am joined by Commissioner Johnivarh my right and
Commission Stephen King, on my left, who are the dtherpresiding members of
the inquiry. This hearing and the inquiry is convened uRder VIIA of the Trade
Practices Act, it's held pursuant to a request from thistags treasurer and minister
for competition policy and consumer affairs, Ministéari€ Bowen, which was
received by the ACCC on 22 January 2008.

Matters to be taken into consideration by the inquicjuithe, but are not restricted to
the current structure of the grocery industry at the sypgiplesale and retail levels,
including mergers and acquisitions by national retaileesntiiure of competition of
the supply, wholesale and retail levels of the grooetystry; the competitive
position of small and independent retailers; the pripiragtices of the national
grocery retailers and the representation of grocerg poiconsumers, factors
influencing the price with inputs along the supply chainstandard grocery items;
any impediments to efficient pricing of inputs along thpy chain; and the
effectiveness of the horticultural code of conduct ahdther the inclusion of other
major buyers, such as retailers would improve the &ft=wess of the code.

Now, we've received so far over 180 public submissions tantipgry as well as
confidential submissions. We’ll endeavour to take ak¢hato account and thank
industry participants for the contributions that have beade. We understand that
the competitiveness of retail grocery prices is of sigaift concern to all

Australians. The purpose of these hearings is totggzd CCC an opportunity to
investigate in detail the issues raised as part of théryngyith industry participants.
The ACCC is organising hearings throughout Australia duripgl &vith several
hearings occurring in Melbourne in May. | wish to empg®sihat many witnesses at
these hearings are not attending voluntarily and bae& summonsed to appear
under section 95S of the Trade Practices Act.

In particular | note that in general the ACCC has somsed all supply companies,
therefore no conclusions can be drawn regarding a congdamilingness to
participate in the inquiry from the fact that a compangppearing at the hearings.
Some of the material covered in the hearing sessidhserconfidential, because it
is commercially sensitive and therefore parts of #@rings will not be open to the
public. Questioning will start in public, but sections wilbve into a confidential
phase when the questioning moves onto confidential matelaaing to that witness.
The ACCC has to be able to investigate issues that ermercially sensitive to
witnesses without damaging the witness’s competitivetiposand commercial
relationships.

We will be questioning organisations about their commerelationships and about
confidential documents that we’ve obtained through usingnéermation gathering
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powers. Now, that obviously can’'t occur in public. Imtjealar where a witness has
not made any submissions to the inquiry and has been susethby the ACCC to
attend these hearings, the ACCC must be able to heamcevidence in confidence.
Transcripts of the public parts of the hearings are plangatle@ACCC website. The
ACCC may disclose some aspects of the confideraiaponents of the transcript a
while after the hearing if it considers that soméhef material should be in the
public domain, but the ACCC will consult with the relevaiitness before doing
this.

While there are industry associations or representatyanisations who are
attending voluntarily it’s more likely that most diet hearing sessions will be in
public. Interms of procedural issues all withesseshaie received a document
that outlines how we intend to approach these hearindsyso't go through those
procedural points in detail. | just wish to emphasisedlthough we’re not taking
evidence under oath at this hearing, it is a serious oftenge false or misleading
evidence to the ACCC. A transcript of the proceediagart from any proceedings
that are held in private, will be made available onABECs website. Now, as |
said before, some witnesses will be asked to give evideatd disclosed would
damage their competitive positions or which may for oteasons be confidential.

If a witness believes that a particular question @res of questions are likely to
require him or her to disclose such confidential inforomtthe witness should
indicate an objection to answering the question on tlsas.b& will then consider
whether the inquiry should take evidence in private frbah witness. | note that
although the ACCC is not utilising external counsehéat hearing, witnesses will be
guestioned by the ACCCs internal lawyers, I'll introduzent, Mr Damien
O’Donovan and assisted by Ms Catherine Freeman. Watlconcludes my
preliminary remarks. | thank all the witnesses thatatending the hearings,
particularly those that have been summonsed to attend.

We do realise that you are busy people and attending beegings can be a
significant imposition on you and your organisation. Tis fvithesses are
representatives of the South Australian Farmers Feale@nd | hand over to
Mr Damien O’Donovan.

MR O'DONOVAN: Could you state your name, the organisatiou represent and
the position you occupy within that organisation?

MR W. CORNISH: Wayne Cornish, President of the S@uiktralian Farmers
Federation.

MR D. CRABB: Policy Manager for the South AustaaliFarmers Federation.
MR O'DONOVAN: Okay. Now, you understand that it is @ffence under the

Criminal Code to give evidence to this inquiry that you knevalse or misleading
or omits any matter or thing without which the evidenamigeading?
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MR CORNISH: Yes, we do.

MR O'DONOVAN: All right. Now, | understand you watd make a brief opening
statement?

MR CORNISH: Well, thank you firstly for the opporttyi We did put a written
submission and we support the National Farmers Federatiansission which you
will also have received. | guess by way of opening comnveire very concerned
that this inquiry needs to have a broader outlook athtd it rather than perhaps
just an interest in pushing prices down. Our concerreishiring of the price at that
retail level and in our case a share that our produeenbers are able to get on that
retail price that’s set. A lot of opportunity perhapgiigen to individual growers,
particularly horticultural growers to speak out about sofriee disturbing things
that they believe go on within the industry and the suplpmn and the pricing
mechanisms therein.

The reasons why growers won’t speak out is that thepfaid of the repercussions
of speaking out and they rely on the marketplace to warthéam and therefore to
ostracise themselves against that marketplace is inpgargeseen as not being in
their best interest and so they come to our organisatidrsay, fix it. It's very
difficult, however, to get individual anecdotal evidemseome forward under those
circumstances because of the fear that surroundauit.cécern is about the margin
between farm gate and consumer level. We believehbgtare too high and in
most cases and particularly in fresh product areas, Eixees

We understand that the value-added component of a lot oéryrdiems has some
components and indeed from our point of view perhaps evsterngyin terms of the
price that’s ultimately asked for at retail level. Hamsr, there are quite a number of
particularly fresh grocery items which have very mialiiwvalue added attached to
them and we clearly understand the difference betwwn's received in terms of
farm gate prices and the price which is requested at letall The price
benchmarks are set by the largest players in the irydarstk obviously with the two
majors controlling as much of the percentage of th&ketplace as they do, it puts
everyone under the same position in terms of pridésthble to be received at retall
level.

So again the criticism comes or the observation cdroes many to our members,
“If you don't like supermarkets, why deal with them?” W#ie reality is that
regardless of whether you're dealing with a supermarken araiot the marketplace
or the retail cost of a particular line item has tacbemmensurate with what'’s
available down the street. So the big players, thagehtdve huge critical mass
flowing through their operations actually set the benckrf@reveryone else as well
and so therefore to expect smaller retailers to betaldeag the industry up is a little
fallacious because it simply can’t occur in a competimarketplace.

| guess the other thing which is of concern to us altteidevel of imports which
we’ve seen come into the country, where there is no estdef a shortage in this
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country and we would have to say that we are concerred #ie competitiveness
of those types of purchases from overseas, becausesmgrowers through those
supply chains actually have to incur all the compliarestscthat growers here in
Australia have to abide by? Those compliance costdation to food safety and
other matters, food standards generally are signifaaehtwe would question
whether those product lines have to actually incur theeggpe of compliance and
compliance costs as the products that their members moduc

There seems to be also an occasional criticism bgupermarket industry against
our people about our competitiveness and how we need tdtbe ddewhat we do,
we need to improve our efficiencies, and we need to playdol standards. We're
quite happy to do that, indeed anybody may, in a marketpihich is fair,
transparent and reasonable. We would turn the tabldabargument and say,
particularly to the two majors who have had their historgt origins in places
overseas, if that's the argument that you would raigbe grower, we believe they
should be interested in hearing what the countries fdne countries of origin that
had them do it in relation to ..... legislation andedtiture legislation.

It seems that they are able to operate here under partjodifferent guidelines and
rules of trade and rules of size and competitivenesaf'svhappening overseas.
Finally, just by way of comment, we would support the extensf the horticulture
code of practice — the code of conduct, rather, intetipermarket areas as well as
the other areas of trade. We would perhaps have soroerosras to whether it
would actually be as effective as some might belibuenevertheless it should be an
equitable process and therefore have that code of coddigie across the board
would be our position. But in — finally, | would just like teiterate the comments
that are made in both the written South Australiarfeais Federation submissions
and the National Farmer’s Federation represents our vidva aiew which is
actually pretty exhaustive and we put in those written $sgians. Thank you.

MR O'DONOVAN: Now, you've indicated — just in that opegisubmission, that
there have been complaints by growers to you. Could jeunge an indication of
how many, in what industries, and how often in thel@smonths you've had those
sorts of complaints?

MR CORNISH: Well, they are twofold, we have theagry — people who observe
the pricing of value added product on supermarket shelves inyartiand the
variation between the farm gate component of thatcpdatt article, and the retail
price. We actually quote in of our submissions a 1300 pelre@etise, and that
relates to a particular breakfast food item, and tlihEgype of issue that comes
forward from our members, that the value added componentss® be far — seems
to far outstrip the — what we would believe to be adaul proper process in the
middle.

Now, we don't claim to understand all the intricacaéshat, but we can certainly see
that there is an enormous difference between the pfitonne a week, and the noise
— the verbals we hear in relation to wheat going upvadfgllars a tonne and what it
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might do to the price of bread. The two arguments diwiitn together, they are not
commensurate, they don'’t bear terribly much relationghtpé — the second issue
that is repeatedly reported to us by our membership comestiasa people that
produce fresh fruit and vegetables and perhaps even nieat the price variations
between what is achieved at farm gate level and thé letel that consumers are
requested to pay is significant, and our people have sofiwultiyf with that.

MR O'DONOVAN: Now, you seem to suggest that there s@se specific
complaints about the dealings between growers and sup@&tsar growers and
wholesalers which were not being aired publicly, or achkasn’t being taken on
them because growers were concerned about what mightrhapie marketplace.
Now, that seems to be — so have there been congptithat kind, and if so, how
many do you think there have been in the last 12 monttsylhat were the nature
of those complaints?

MR CORNISH: Look, I couldn’t give you an exact numbetha last 12 months,

but they would run into the dozens. They are not &romplaints, they don’t come
to us in writing, they come to us verbally, they arenpps anecdotal to some degree,
but by and large, the nub of what’s being said to us is the kuge variation

between the product that they sold and what they sesaha product selling for at
retail level. There is a lack of appreciation from euhose members points of view
to understand how the cost centres between them andribemer can be so great
that it would justify mark ups of the order that’s seen.

MR O'DONOVAN: Right. So it's a complaint about grig in the supply chain,
not about specific behaviour by wholesalers or the nwjpermarkets?

MR CORNISH: It's largely about the variation betweba pricing that they
receive, and the pricing that the consumers are fopdy, and their question
repeatedly is, how can the cost structures betweemwtherower and consumer, be
so great? The other issue that they raised with ustesfigss that they believe that
the risk factors involved in the production system is lgrgerne by the producer,
the vagaries of whether — the vagaries in the prodo&etdown, the vagaries of a
whole range of things, which I’'m sure you understand.ofthose risks are taken
right through until it virtually is received into the kit of consumer.

MR O'DONOVAN: Allright. Then in terms of how &hprice is set to a grower,
you suggest in your opening submission that the price is $belbig players. Can
you just explain how they do that when there’s an dpgravholesaler, and in many
cases, operational international markets?

MR CORNISH: Well, the way that the system workthet there’s a lot of forward
purchasing that occurs, where particular growers are wessarily contracted, but
they, in some cases, they are. There are linesodipt which are forward
purchased, some days, perhaps weeks, even months aheadeoy tietes. Where
there are shortfalls in production by those growers aritidr supplies are required,
there are occasions where the supermarket industnpdoesase from the terminal
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markets, and in South Australia that would be the Pooraeds. So the price
setting mechanism is one between the grower and the sanyetnl don’t become
involved in those operations individually, obviously. Bus done on a very
competitive basis, and done on long lines of supply andstefitmtade which are
agreed to between the grower and the supermarket.

MR O’'DONOVAN: In circumstances where there atemative wholesale markets
to set the price, would you agree with that?

MR CORNISH: There are alternative markets, yeserdatian the private treaty
arrangements which exist between growers and supermafkkéd’s the question,
yes, there is. If it's — if the question goes to Hwie that | raised a moment ago
about the benchmark being set, obviously if there areheriétis significant critical
mass of any particular product line in a marketplace wisisklling at X, then there
is a limit to the other people that are involved in &tait industry, whether they be
small corner shops or whether they be medium orlsizald supermarket activities,
once that benchmark is established, within reason,glaéibenchmark that the
whole industry will have to pay, because obviously, urnlesege are very convenient
stores, you might be able to get away with it, but theeemarket industry, the small
players in the supermarket industry where before, ¥f Where going to be
competitive, would be somewhere within the same price range

MR O'DONOVAN: So, are you suggesting that it's the caaits with the major
supermarkets that set the benchmark price and not thegrawlithe wholesale
market floor which sets the price>

MR CORNISH: | think they have a huge — yes, they fekiage influence and
supply and demand characteristics that we used to see sanseago have to a fairly
major degree been offset by the forward purchasing amtip arrangements that
the supermarket industry puts together.

MR O'DONOVAN: Now, our understanding of the forward puasimg
arrangements is that price is actually set more srdaghe day by reference to the
wholesale markets. Do you have any reason to thinkthags ihot how it's done?

MR CORNISH: Well, it may be done in some casewoitild depend on the
product line and where there are major tonnages of proaatbtoes, for example,
which would trade in huge volumes across this countryppesed to radishes which
would have a minimum tonnage, | suspect. | think thewwold be traded
differently in terms of the price setting, the forwatdnning arrangements and if
there are specials to be run, all of these things catoatibut | imagine — well, |
don’t imagine, | know — that the pricing arrangement®lation to the potato
industry, for instance, as opposed to a radish grower woudiffbeent.

MR O'DONOVAN: Sure. Is there any way — you've suggeshed there is a way
in which the major supermarkets can somehow set the iprg way somehow
divorced from the wholesale markets. Now could youarghe mechanism of

.ACCCGRO 28.4.08 pP-7
©Auscript Australasia



10

15

20

25

30

35

40

45

how they can shift a price away from what the priceildide in the wholesale
market?

MR CORNISH: Well, it's all about volumes of saledaa producer that they would
be interested in would be usually a large producer whdlisgsbig volumes or
growing big volumes of product; that the purchase planningtthetgre around that
planning would have some longevity attached to it and thetddwbe lead times and
prices set well before the day of delivery in most ca&s]’'m not sure whether that
answers your question but it certainly — the fickle natdiday to day trading, it
appears they’re not interested in that approach and urwderstand that, but the vast
volumes of tonnages that we're talking about here wiaddire any contributor to
that process to have forward planning arrangements and priceigamems put in
place simply for the publication of their pricing and théatogues that they put out
and so forth. They need to know days, if not weekadirance what those price
benchmarks will be.

So what you would see happen in Pooraka Market wheralis@lutely — that’s the
terminal market in Adelaide, that's absolutely a day tpataivity where supply and
demand rules the roost on any day of trading but theréhéscap largely is set by
the supermarket industry because they have the price irandech they're
operating and the rest of the world has to be withinespraximity to that or they cut
themselves out of the marketplace.

MR O'DONOVAN: Taken from the view of an independeetiailer, how would
they have any idea what the major supermarkets were playittweir product?

MR CORNISH: Well, | don't know. The only paralldiat they could draw, |
suspect, would be to take some price intelligence frortetimeinal markets and then
look at what is the trading price on a supermarket shelfnark out the difference.
There wouldn’t be any other way that you could actualtgcheine individual
contractual arrangements between grower and supermarkes timegrower was
happy to divulge that information.

MR O'DONOVAN: Have you had specific complaints franembers who do have
direct arrangements with supermarkets about the pric¢hdngre getting or the
terms that are being offered by the major supermarkets?

MR CORNISH: Yes. Again, | hasten to add, that ttesethe very people that |
would like to be sitting behind this table giving the evidencerttasning, those that
have direct relationships, know all about the trading dydniit that they are reluctant
to come forward. They joint organisations like AS and petemphasis on us to
provide the information to inquiries such as this one.

MR O'DONOVAN: All right. Now this inquiry is offeng the ability for people to
talk to it on a confidential basis. Could you explain wihg producer was unhappy
with the terms that they were getting from a major smpeket, why they wouldn’t
provide evidence on a confidential basis to the inquiry?
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MR CORNISH: | suspect in large part it would be becahsse affected growers —
and you may well get some come forward around the coutitryunaware of who'’s
addressing you, but | suspect it would be somewhat a lackoefledge on how the
process works.

MR O'DONOVAN: All right. Now, if they’re unhappy ith the terms that they are
receiving from the major supermarkets — and you say thattiee— there seems an
obvious alternative which is to sell through the wholesadekets. Can you explain
why they would not take that up as an obvious altern&idealing with the major
supermarkets?

MR CORNISH: Because the growing business or being a prothese days is
distinctly different to the way that life was 20 yeago. People are specialist
growers these days. They grow big lines of product; theg knormous tonnages of
product and so therefore to be able to set your business syrh a basis that it is
truly sustainable in production terms and you know exadtigt's going to be
required three months in advance, there needs to betmgzture involved in the way
that you grow, sell and deliver. There are benefits vinigathose structural
arrangements with supermarkets, there’s no doubt abdut\Weare in a world
today which is distinctly different in trading termsthe world that we were in 20
years ago and so to be able to manage a big growing opexatido have certainty
of sale is really important. The question about theginaor the difference in price
between price received and price expected by the conssitier guestion.

MR O'DONOVAN: All right. Well, just turning to thathe example that you've
given in your submission is in relation to Weet-Bhatithere’s a very substantial
difference between the farm gate price of wheat andetiad price of Weet-Bix.

Now you use that to suggest that margins have been —she@h a change in the
proportion of margins over time but you only give a skaingple that at present
there’s a big difference between the farm gate pricehefat and Weet-Bix. Do you
have any data about what that relationship was betfaesngate price and the retail
price of Weet-Bix say 20 years ago or 10 years ago orrs gg@ and that shows
some movement or change in that price?

MR CORNISH: No. You can look at the detail withiretNFF submission and |
think that goes some way towards answering your questiba.difference between
what is able to be achieved within the terminal marketPiboraka Market, for
instance, those prices are freely available to everybuesy day of the week. They
are published daily — there’s a charge for the informatibuat-you can receive that
information from every terminal market in Australiahefe are independent
recording processes which give a very accurate analyie @fricing that was
received in those terminal markets. You only haveke the next step and wander
down supermarket aisles and you can form your own conclusions

MR O'DONOVAN: Allright. That’s not a data exesd you’ve done?
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MR CORNISH: | haven't got it with me. We’ve got reaafdnformation back at
the office which collates those price movements atjqdarly, fruit and vegetables
over many years.

MR O'DONOVAN: Right. Isthere a comparison theithathe retail prices?

MR CORNISH: There is a greater level of margin keswthose pricing areas
received by the resellers in general terms now as c@ahparsome years ago.

MR O'DONOVAN: Right. Okay. So, if we were to setblat underlying data for
that conclusion, you'd be able to provide it?

MR CORNISH: Yes. Well, I'm sure all of industryrchecause, as | said, it's
published on a daily basis and it has been for yearsreTdre organisations like
Rural Press, for instance, that have — they publish me&$pregularly. | just can’t
recall how often but probably quarterly or something af tirder; have flow charts
for years and years and also have flow charts inwal&d average reseller price
arrangements as well.

MR O'DONOVAN: So when you say reseller price, you meée retail price?
MR CORNISH: Yes.

MR O'DONOVAN: Okay. So there is already data avaéahat - - -

MR CORNISH: Yes.

MR O'DONOVAN: Allright. Has the SAFF done an aysik of that data?

MR CORNISH: Well, there hasn’t been a need to daddta on an ongoing basis
because the data that’s received by both the marketirgpsystems and others is
just a reflection of what’s happening at both marketplaceldeand that data has
been collated for years and it's — to do in-depth anatysis would prove very little

because the data speaks for itself.

MR O'DONOVAN: All right. But just to confirm, the da you say shows that
there has been a widening gap between the margin andfatrthgate?

MR CORNISH: We believe so, yes.

MR O'DONOVAN: All right. Have you specifically Idced at the data with that
guestion?

MR CORNISH: Have we specifically looked at the daithwhat question in mind?
Well, | believe that that’s why I'm sitting here thisming, and | don’t say that in
gest at all, it is a concern that the alliance shatuld be there between growers and
consumers is somewhat fractured at the moment. i deleve that the two
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understand sufficient about the system to be able tdpwrhount of pressure on
that system to break it down and to make it more traegpand to make it more
rewarding for all parties because | believe the cowsa of

this country need to be as concerned as the growers are.

MR O'DONOVAN: Sure. But there is certainly nonetbét detailed data included
in your submission. I’'m just wondering if we were toksgédrom you would you be
able to provide it?

MR CORNISH: Yes, | believe we can.

MR O'DONOVAN: Okay, all right. Now, in relatiorotyour submission, you also
asked for a lifting of the competition test to apply to #mxgsbusinesses, but there is
no actual detail provided on that and I'm just wonderingtivreyou had a specific
proposal in mind?

MR CORNISH: Deane will take that question.

MR CRABB: At the moment, if a new business waantsome into the competition
they’ve got to justify their case. What happens, whezg'tth already an existing
business within a market, they can sort of change Wajrof operation and take
over more of the total market without having to face tre& Practices Act and
some of the requirements there so that is actually whae talking about there, if
you're already a current business that they shouldleeta — they should be
assessed as much as new entries.

MR O'DONOVAN: So are you referring there to when thexra merger of two
companies or an acquisition of an asset within a market?

MR CRABB: Yes, that’s right.
MR O'DONOVAN: All right.
MR CRABB: Yes.

MR O'DONOVAN: Have you given any thought to, as a praitmeasure, how
this could be done?

MR CRABB: Not really, no. I guess itis a difficaihe because the business has
sort of changed over time and | guess it's — at some,sthgeme point in time,

there needs to be an assessment of their marketasichmehat’s happened to change
that market share.

MR O'DONOVAN: Right. There is any specific problehat you perceive exists
now that would be addressed by this approach?
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MR CRABB: Only the fact that, you know, the two suparkets, the main two
supermarkets, are taking a greater share and there weadyagxisting businesses
within those markets and they've just taken them fronother smaller
supermarkets over time, because they can stay opem loragiéng hours, and with
their greater extent they can take over the market.y&i know, there was never an
assessment once they were already an entrant busiigess.

MR O'DONOVAN: Sure. Now, at least some of thatrket share growth is due to
consumers preferring the offering that they have.y@ohave a view on whether it
would be appropriate to intervene in a process that hestigély occurred as a
result of consumer choice?

MR CRABB: Well, the consumers are preferring thenmalse they can keep their
prices down compared with a small independent supermarkdttbethig two can
keep their prices down then obviously, a consumer’s ehisito go to those so the
price is lower.

MR O'DONOVAN: Sure. But you think despite that, thex@ case for some kind
of intervention?

MR CRABB: Some sort of assessment, | guess, maredh intervention because
over time it changes and perhaps it would be worthvibilen organisation like the
ACCC to do it at some point in time, every 10 years, ja assess the situation. That
in view of the situation, some assessment of nevaetgmwanting to come into the
market or a - as you say, emerging.

MR O'DONOVAN: Okay. You've also suggested that thera need for the
unconscionable conduct rules to be expanded? Again, didax@ua specific
problem in mind and what did you think needed to change to adbe¢specific
problem?

MR CRABB: | haven't really, no.

MR O'DONOVAN: No, all right. You also indicatetat the ACCC should have

more resources, which is not necessarily something seggie with, but if we were
to get them, did you have some specific targets in mindemmere action needs to
be taken by the ACCC?

MR CORNISH: Well, we believe that it is an ardaeal importance and affects
every family, every grower, and a lot of other peopléhe supply chain. Itis a
major issue. There have been inquiries previously wifiahkly, have come to
naught and we have great expectations that this migtitfeeent. So for the
ACCC, in particular, to have an ongoing role might baesihing | would hope
would come from this inquiry and the resources that youdvoeéd to monitor
those activities would probably be greater than you ptigdesive now.
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MR O'DONOVAN: But which specific activity do you feelarrants further
monitoring?

MR CORNISH: Well, it is hard to predict at this staget, knowing what the
outcome of the inquiry would be. But if there weruss raised of such importance
where legislation were to be changed or there webe tgreater levels of capacity
given to the ACCC to pursue issues of trading terms laogkttypes of things, price
assessments and the like, then there is no onewalgaléde, that we would
understand, to be able to perform that function. Agtimpuld rest purely on the
outcome of this inquiry as to whether those thingsecabvout. Hopefully, they will,
and if they do, then I imagine that the ACCC will regunore resources to be able
to carry out those functions.

MR O'DONOVAN: Right. But as you sit here, you caidfentify any specific, |
suppose, enforcement priority that you think you should be sskettanore closely?

MR CORNISH: Well, you questioned me fairly closelsnament ago about the
difference between anecdotal evidence coming from growersvhat we are
supplying to you as information this morning, and the questioning twevhy won’t
these people come forward, and would they come forwdrddbelosed doors? If
there were to be greater levels of transparency insigted and some levels of
certainty provided to growers so that they were preparbdrig their grievances
forward, then there would have to be an independent ammu would imagine, to
deal with those issues. If those issues were finally @ be arbitrated by somebody
with true independent, | would imagine that the industry ddsel very comfortable
with the ACCC performing role.

That is just one example, there would be others, bk this independence of
approach in the future, if this inquiry does bring forward satiges for variations,
for greater levels of transparency and supervision and peelrepscompliance, then
those things will need to be supervised by somebody and agnethat the ACCC
would be well-placed to carry out that function.

MR O'DONOVAN: Then in relation to the horticultuobede, firstly could you just
confirm that your members generally are supportive of tlie?

MR CORNISH: Yes, we don't believe that it hasuadty changed the world but it
does try and assist on some level of professionabpeance which wasn'’t there
previously in all places. But it seemed a little stratoges that it didn’t actually
include the purchases at the far greater level, the gagenf the critical mass that
is being traded in the marketplace every day. It exemptad from the process, the
argument being that these people already had — growessipadmnarkets, in this
case, already had contracts or arrangements in ptattherefore, the code of
conduct, it wouldn’t be necessary for it to apply. Vég bo differ with that and think
that there are standards that need to be observed #wagsole of industry and
putting one segment of it at some compliance disadgarda opposed to another
sector — section of it just seems inconsistent to us.
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MR O'DONOVAN: But are there any specific elementsh® horticulture code
which you understand the major supermarkets don't presamntiply with in their
contracting practices?

MR CORNISH: The terms of payment are largely whatdode of conduct is
designed to affect and if people — and again it's a probghin the industry. It was
a problem that came up during the discussion as to whégheotle of conduct was
necessary or not but in some cases the level of cangel and professionalism that
is carried out with trading arrangements where paperandkthe necessary
invoicing and so forth that is required to be absolute aliidgal terms, about a
transaction is sometimes not as good as it needsandkbelieve that probably the
supermarket industry has that level of their busineierbeovered off than perhaps
some other trading arrangements between smaller opeeatconcerned.

So | guess that's a long winded way of saying that the codenafuct as we
understand it was put in place to address the terms ofdratithe trading
arrangements and the way that people conduct themsetvesebemore or less
private treaty arrangements and the arrangements wieighput in place between
grower and supermarket were considered to be sufficiemtamtually that the code
of conduct shouldn’t apply. Now as | said, that may Wwelthe case in a lot of cases
but perhaps not in all cases and therefore to have thgeervisory expectations in
place right across the whole of the industry justrset be fair and just.

MR O'DONOVAN: Have you ever had a specific complabbut the contracting
practices of the major supermarkets where they haveniplked, offer to standard —
complies with the code?

MR CORNISH: The complaint that we received, sinnore about the price that
was expected on the day of — when the trade or the peral@smade and the
delivery was made. The price that was quoted and thethatevas used for the
purposes of that consignment is sometimes differenhwba receive the cheque
and there can be variations to the price which isexhout for a number of reasons;
guality, time of delivery and all those types of things eanto it so there can be
some discounting on price which is unknown at the tifreake.

MR O'DONOVAN: That'’s in relation to dealings withé major supermarkets?
MR CORNISH: Yes, and it can be the case in rafatioothers as well but when
the price is varied after the sale has been effdgtoeducted, seems to us to not be

the way that you would expect normal business to occur.

MR O’'DONOVAN: Is this a common complaint or is thais isolated instance that
you are thinking of?

MR CORNISH: It is much less now than it was a fe@rs ago but nevertheless it
still exists and does come forward to us.
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MR O'DONOVAN: Right. So are you saying that you h&vael complaints from
growers that supermarkets have unilaterally variedethig, the price terms of the
contract after delivery of goods?

MR CORNISH: Yes, in a word and particularly whem'ye dealing with fresh
product. | can’t answer in relation to other grocamgdi but in relation to fresh
product. You must bear in mind that the grower is partiguéxposed. You're
dealing with a product which can degrade very quickly unl&satitised sole
consumed within hours in some cases but certainly daye$h cases, then there is
some at least discounting which would have to occurabgitoduct, it can even be
done and our interest is making sure that the grower threugkbody else’s
practices doesn’t have to bear any of the financial buftetnwvould occur if poor
stock rotation, if poor product handling, poor management génatatore level
were to occur. Then we believe that the grower neelds absolutely exempt from
any product discounting that would occur whether it be quatigyrice and we’re not
convinced entirely that that doesn’t occur.

MR O'DONOVAN: Right. Later and on a confidentizdsis, would you be able to
provide us with specific details within the last 12 monthsstances where that has
occurred?

MR CORNISH: It would be anecdotal.

MR O'DONOVAN: Right. So could you provide any detaifsaoy instance where
that has — where we could confirm whether or not thatdtcurred?

MR CORNISH: | believe so, yes.

MR O'DONOVAN: All right. How many do you think you calf?

MR CORNISH: | would have to do the research but - - -

MR O’'DONOVAN: It would be less than 10, would it be mdhan a hundred?
MR CORNISH: Probably less?

MR O'DONOVAN: All right.

MR CORNISH: | guess the critical factor in relatiorthat last question is that
when things come to us you're looking at | believe yowdking at the tip of the
iceberg at the time. We would receive in terms of ssuhin the industry we
would be looking at a very small fraction of what disaurtes are actually occurring.
Because if somebody comes to us to report such mdtsersgresentative but it's by

no way an accurate reflection of the numbers of amscéhat would be occurring.

MR O'DONOVAN: Now why do you think that?
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MR CORNISH: Why? Because it's just the nature efilay that business is and if
everybody were to come to us every time they hadarercial grievance we would
need 10 times the staff we have. | think people come whasa they are particularly
offended by some sort of action or activity. Thedesssues | think are annoying
but they dissipate fairly quickly because you have tbukiness the next day and
you have to get on with life. It is — we’ve received #dvidence and the inquiry from
people who are really upset and have really had thingstddhem or been part of a
process which they find completely intolerable.

MR O'DONOVAN: All right. Do you think that this inquirgffering an ability to
make complaints about specific matters dealing with tpersnarkets on a
confidential basis to a well resourced inquiry, if iteies few — or do you think any
conclusions could be drawn from the number of comidahmat we get about how
widespread practices are in a market?

MR CORNISH: | would be more confident about giving youaaswer if | knew
that the growers in this case were certain that ttiemtity and the information that
they would give you would be on a confidential basis@erthaps it's criticism of
my own organisation. We haven’t promoted this inquirylat basis and asked
people to come forward on that basis. But had we anépgidthers promoted the
fact that evidence could have been given on that bditiie anore than we have |
think you would have probably had more input.

MR O'DONOVAN: That'’s all my questions.

THE CHAIRMAN: Mr Cornish, perhaps | can try to exgsea little bit of our
frustration. You see, we hear second and third hand abeuatlotal evidence of
various things occurring, which you can imagine that tigsiiry, if it’'s going to be
rigorous, is going to provide a report to government that easubstantiated by
evidence, particularly any report that might recommenatypchanges or legislative
changes, it needs to have that backed up with some sabstand if this inquiry
reports to government that, well, anecdotally, you kn@prasentative groups of
growers think that certain things have happened or probalyyhthe occurred or
probably they might occur if they were to tell us abouand we recommend to
government that there be changes to legislation basgdhbn

You well imagine government actually asks you what wagptlrpose of the inquiry
and whether it, you know, had any integrity at all. 8@t to take you back if | can
to a few of the questions Mr O’'Donovan’s asked you &ifs@e can just fasten on
some issues, and if it’'s not possible for you to giveesagsponse today, then |
perhaps invite you as the representative of a numlgowafers in this state to
provide us some written responses, albeit maybe confitigniiethe very near
future. The first question is a very specific one, drad is that you have suggested
that the major retailers should be subject to thedudttiral code.

The reason you've suggested that is because you thinkiit @nthjust. That may
well be the case, but in certain respects, the hdtdi@l code is there to provide law
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and regulation. Generally you provide law and regulatoapply to parties if you
find that they're disobeying the law or not complying withDo you have specific
incidences that you can provide us with of where the niajailers are not
complying with the horticulture code if it were to appythem, are there specific
incidences that you have of dealings that they have engageth growers, which
if the horticulture code applied to them, would be in bnezfcthe horticulture code?

MR CORNISH: W.ithout going back and going through our dathimformation,
I’d have to say no, but I'd need to check that.

THE CHAIRMAN: All right. Well, could | then ask yg as representative of the
growers, to go back through your information and see ifcguprovide us with any
specific incidences, because, again, if we are to lothkattas an issue, as part of this
inquiry, it would not be helpful to say to government tiva believe that it is
appropriate that the retailers be subject to thedwditire code, but the South
Australian Farmer’s Federation were not able to providerangence of a
hypothetical breach by any of the retailers and that edfithe code were to apply
to them. So that would be the first invitation, for youpursue that.

The second one is that you've made a number of recodatiens as to what ought
to occur in respect of the Trade Practices Act and aments$ to it. Now, while we
very much appreciate your suggestion that we should have exina resources, |
think that’'s a matter we can perhaps deal with ourselbtgd’m interested in what
specifically you would like to see done with the TradacHces Act and how it
would assist your grower members in the difficultieg thay are currently having in
the conduct of their business?

MR CORNISH: .....

MR CRABB: Well, we can’t just at the moment, but'lhiéke take that on board
when we try and collect the other data and give you ameartben.

THE CHAIRMAN: All right. Well, if we could get somvery specific
recommendations, that would be very helpful indeed, bet¢alusggest, for
example, that it would be preferable for growers to xechkigher prices for their
produce, | think everyone would like to see — receive a highieg, so likewise
consumers would like to pay less, so there’s a conftictexample, in that particular
issue, but I think we want to know specifically, and vagpgcifically, given the
resources that the South Australian Farmer’s Federhtiwe, I'm not thinking so
much about your staff resources, but the resources yauilaerms of your
representation of growers in the state. Very spedificwhat it is that you would
like to see done if this inquiry were to make recommgods to government
concerning amendments to the Trade Practices Act or lathierbeing in place.

MR CORNISH: By way of comment, not to reflect angthof an exactive nature,
but the issues that we raised are, we accept, not bagkée telephone book data
this morning, as | said to you, if that’s offensive to yoapologise.
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THE CHAIRMAN: No, no, there’s no offence at atls just — I'm sorry, | didn’t
mean to suggest in any way at all, it is just simply tothegesources you've got in
terms of the database you would have of complaintsvextéo enable us to
substantiate any evidence that you're providing us this mornieghbsequently.

MR CORNISH: | guess as your hearings go forward anduhaber of people, |
would be surprised if — particular for McGrath and assotiateas, some of the
things that | said this morning aren’t reinforced time amgbtagain. The question
will be the absolute nature of the evidence that wpivteand be able to demonstrate
that in absolute terms it’s very difficult for theasoning that I've given previously,
but we will make every effort to determine as well &oan those issues, and |
suspect, and it’s impertinent of me perhaps, but | suspew sf the issues that we
raise will probably require further investigation by mpradent, | suppose, and
certainly professional areas than we can provide to thsses, and | would hope
that some of these issues that we’ve raised with yeirgge in your mind that some
of the examination that needs to go forward in thosasawould be undertaken
perhaps by yourselves or by somebody that’s directed bioyactually undertake
that. So | believe that some of the information the can provide, as opposed to
what you would get first hand, it does need to come diréatyou rather than
through us, and firstly, have the impact, the desired itmpad we register the
importance of these issues, and I'm not sure that wel@dhat.

THE CHAIRMAN: Yes, | appreciate though, that, givenavMr O’Donovan’s
already said to you, that information’s not coming to usatljrand that may well be
because your representative members are not informedfas tneans of actually
producing information to us, that it would very much agkigbr example, if you've
got a database of information that says, look, growerafdd you need not put more
than that — grower A dealt with supermarket chain B,yadmight want to identify
it, and had the following experience, and grower A can béacted confidentially at
the following address or the following contact detailaf thould assist us. But at
this point of time, we don’t even have grower A dealinthwupermarket chain B,
SO it doesn't give us a very good starting point.

MR CORNISH: If you would use the total industry as amaxa, | would invite
you to examine the processes that are used for purchaatrigdtistry now, as
compared with the process that was used five, 10 yearsYagowould find it
distinctly different, the supermarket industry takeshiéat of itself by putting agents
in between grower packer operators who usually sell dyrezthem and have
arrangements with those supermarket chains, that ashenged, and the holding
supply arrangement, so it’s virtually carried out by pewple, and that seems to us
tobea...

THE CHAIRMAN: Yes, | can't comment upon whetherotyweople or 20 people
would be better to carry out the arrangements, but eargive us some more
information other than the fact that two people aredooting the arrangements
rather than a series of agents? What impact doekdkie on growers?
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MR CORNISH: Well, effectively it takes the — anyngtout of the criticism that we
might put against Coles or Woolworths in relation @itipurchasing arrangements,
and puts all of the emphasis on an agent, or two agerésn Melbourne and one in
Sydney who do the predominant — who are the predomingetdand suppliers. So
it effectively breaks the nexus between the growekgraand the retail shelf and
puts an agent in the centre who can act independently,npaedy of the — of both
grower and reseller, and is prepared to take any crititiabcbmes and deflects that
criticism from the supermarket industry.

THE CHAIRMAN: Can you give us, again, specific exarsgleere of growers that
are — that would be prepared to come to us and to descriterioes of, for
example, breaches of the horticulture code in thods ef dealings or breaches of
the Trade Practices Act?

MR CORNISH: Well, there are people who would be caimihg about the terms
of trade and the time it takes to be paid for fresh prathatts going into the system
that I've just mentioned. Now, that can be an exttaary length of time, but
beyond the capacity of this inquiry, because it — tgahtihas been introduced into
the middle and so therefore probably Coles and Woolwaréhgaying that agent
within a relatively shorter and brief time frame, wéees the grower on the other end
is subjected to something entirely different.

THE CHAIRMAN: Now, when you say “probably”, this i®houtside the terms of
the inquiry, but when you say “probably” that is whalhagppening, do you have any
direct information that that is what is occurringlast- - -

MR CORNISH: | say “probably” because it doesn’t happeallicases but we are
aware of where it has been the source of annoyarmeofde and we believe that the
terms of trading and the trading terms that have requoregiperiods of
non-payment which if it were a direct purchase from grawegrower to the
supermarket chain, probably there would have been rensdiah that could have
been taken which would have been much more effectigerithose arrangements
than letting the agents get involved in the senate.

THE CHAIRMAN: Yes. Now, look, you will forgive méor sort of pressing on
this, Mr Cornish, but the use of the words “probably”, dr&lispect” are not really
helpful to us because they don't give us informationwetan rely upon in
reviewing the transcript of this evidence to say, “Welk, tis is happening or this
is not happening.” Now, | just want to test you on a e@woplaspects of what
you’ve just said. You say that “probably” there isiffedence in terms of payment
between the grower and the agent and the retailer arajgmt. Do you have direct
information on that?

MR CORNISH: That — I'll withdraw the word “probabl@nd use the word

“usually” because I've introduced the word “probably” hesmit’s not fair, it was a
proposition that it is the case in all — at all timess not. But there are occasions
where these difficulties are encountered and it putwen®at some disadvantage.
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THE CHAIRMAN: The growers are aware, are theyt tha agent is being paid
sooner by the retailer than they're being paid by the agent?

MR CORNISH: Yes, and it destructs the whole — to beebtato industry as the
example, it puts a disrupter in the whole payment sybmause the packers are
usually providing the funds to the grower. If the packéaigng payment — not
necessarily withheld but help up for considerable lengthisnefit puts extra
pressure on the whole system.

THE CHAIRMAN: How would they be aware of the paymé&srims between the
agent, as you describe it, or the packer and the retailer?

MR CORNISH: They wouldn’t but one would — one could underdthat unless
those — because of the enormous tonnage of the growess tindge were reasonable
payments being made, no individuals — it would have to beamiipgfinancial
operation to be able to afford less than satisfacermg of payment between
supermarket and agent because you’re concentrating theiéihactivity back to

one, one source.

THE CHAIRMAN: Well, we will obviously investigate thesssues but again, you
will understand our concern and hesitation when youadeating that “usually” this
is what is occurring but then when | ask you further, yduadly don’t have any
information that suggests that there is a differeimtighe terms of payment between
the retailer and the agent and the agent and the graweet, ia this sort of
specificity - - -

MR CORNISH: Well, in relation to that last issueduld name the individuals but
I’m not prepared to sit here and do it.

THE CHAIRMAN: No. Well, we're happy to take thabfn you in confidence so
if you could provide that information confidentially. Thabuld be information that
would indicate to us, albeit confidentially, that theweos concerned are receiving
payment on certain terms and conditions and thatahewware that the agent is
receiving payment on different terms and conditions.

MR CORNISH: Yes.
THE CHAIRMAN: Okay. We might get that informatiorom you confidentially.

COMMISSIONER MARTIN: Just, Mr Cornish, in relati®a the concentration on
those two agents in the potato supply chain. Is that bedaey're the only ones
with contracts with the major supermarkets?

MR CORNISH: No. Well, look, I think there are a iedy of reasons but | suspect
that it would be easy from the supermarket point of vieWwave one point of contact
or a couple of points of contact in a massive retadretihe tonnages and the

varieties and the qualities and so forth would be expresstthe expectation would
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be that those orders would turn up on the day or whenk&gmtere required. So |
expect there is some ease of operation and it’s —@ysfact is there’s such a
concentration, and from the South Australian pointiedv such a concentration of
that trading activity concentrated back to a couple ofrigadgents and the
company, none of which reside in South Australia. That's

COMMISSIONER MARTIN: The other question | had in redatto your Weetbix
processor example, do you have any reason to believihts® sort of margins are
different with processors in other countries? Is éltypical to the Australian
production?

MR CORNISH: | can't answer that. We haven't doime tesearch in — not to get
overseas parallels .....

COMMISSIONER MARTIN: Okay.

COMMISSIONER KING: Actually, just one more questioist to follow up on the
potatoes issue that you raised again.

COMMISSIONER MARTIN: Yes.

COMMISSIONER KING: Mr Cornish, | mean, judging by whatu just said, in
your opinion were potato growers and potato packers betteheff they used to
deal directly with the supermarkets than they are namnggbrough wholesalers?

MR CORNISH: Probably a question | would need to takeaticenand ask because
it really wasn’t ever a case of a whole mass ofviddial potato growers dealing with
the supermarkets. The huge tonnage of potatoes that aeee @re packed — pre-
packed in some form, they were either brushed or washeat into convenient
packages of various types and sizes. That requires sgteciathinery and
specialist operations who usually become the first ke'te not growing in their
own right, which most of them do, they would augmenir thn growing capacity
by taking a product from independent growers. So | thinklthvauldn't like you to
have the idea that there is a tremendous amountexft djrower relationship in the
potato industry. Where the big relationships were wasdmtwhese packing
operations and individual supermarkets and they were ofasuladtsize and big
business took place through that activity. That now hasgdd, as | understand it,
and those two agents are effectively securing all ofthietually all of the needs of
those two majors.

COMMISSIONER KING: [ understand that but | guess my tjoesvas with
regards to packers, because they used to deal directlyheigdupermarkets, and the
growers, who when they went with the packers, indepersigrgrmarkets rather
than growers to packers to wholesalers to supermarketsumserstood what you
were saying, was that the previous system where grow@ckers to supermarkets
gave a better deal for both the packers and the growersha&urrent system. So
that is all | was checking. Is it the case that tldesgstem where you didn’t have to
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go through wholesalers, you dealt directly — at leasp#loi&er with the supermarket,
was better for the growers than the packers?

MR CORNISH: It is not so much a question of convereegnad the old system
used to have some performance factors which the newlaesn’t. Like, the issue
that | was trying to strike in your mind was that the cépdor pricing arrangements
would be different now. If there are effectively twaybrs the competition in that
marketplace is a lot less effective than the dozeahsa instead of — and there would
have been many more than a dozen, | suspect, acrasstitie So effectively, the
capacity for these types of buying arrangements thatd@awveward pressure on
pricing is extreme because of the — there’s only a cougdeatle there that are
taking very, very significant tonnages of product fromAlstralian farm gate on a
daily basis. The balance of the percentage that’s trexkry day would go through
normal terminal markets and other outlets.

COMMISSIONER KING: Those two wholesalers you've beeferring, they just
provide to Coles and to Woolworths?

MR CORNISH: | couldn't say for certain but they woeidhat would comprise
pretty much everything - - -

COMMISSIONER KING: Again, I'm just wondering, you'ragng, well, there is
two wholesalers or there used to be the two - - -

MR CORNISH: No, they would be trading — I'm sure theyuld be trading
reasonable changes of product lines outside of those tas laeeause these people
have been in the industry for years and years and tbaldwave some established
networks that they would still be servicing, I'm positive.

COMMISSIONER KING: Okay. Again, | mean, if you did legamore information
about whether they're supplying the IGAs or the Metcasheghoever, it would be
helpful.

MR CORNISH: Well, frankly, I don't think they wereiped.
COMMISSIONER KING: Thank you.

THE CHAIRMAN: All right. Thanks, Mr Cornish. Allight. Well, we welcome
the representatives of the Australian Product Markiétgou could just state for the
record your name and position?

MS W. HELPS: Wendy Helps. I'm Price and Producedriep for the Adelaide
Produce Markets.

MR A. DEMASI: Angelo Demasi. I'm the chief executigéficer of the Adelaide
Product Markets Limited.
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THE CHAIRMAN: Thank you. Mr O’'Donovan?

MR O'DONOVAN: All right. Thank you for attending. juist want to confirm that
you both understand that it’s an offence under the Geah€ode to give evidence to
this inquiry that you know is false or misleading or @naihy matter or thing without
which the evidence is misleading. Do you both understand that

MR DEMASI: Yes.
MS HELPS: Okay.

MR O'DONOVAN: Thank you. Allright. Now, Mr Demgscould | get you
firstly to describe firstly your position in the marketsd then give a brief
description of the markets themselves and how they agferat

MR DEMASI: I'm the chief executive officer of the Aldéde Produce Markets.
The Adelaide Produce Markets is a public listed companyadtthe first privatised
market when we moved from the East End Market to Parrakie actual
shareholders are made up of growers, wholesalers aildreetdt’s only industry
participants that are allowed to own shares in our manke basically we have over
390 shareholders and basically we’ve located at Parratiig @b years ago. We are
governed by a board of directors. The board of direcoe three growers, three
wholesalers, two retailers and two independents.

MR O'DONOVAN: Okay. How does the shareholding — ddwesshareholding
change over time or is it fixed?

MR DEMASI: Yes, it does. Yes. Basically it'dradeable share. It can be traded
between grower to wholesaler, wholesaler to groweetailer. There’s no fixed
amount of shares that can be allotted to any indiviseetior, so depending on who
buys and who sells.

MR O'DONOVAN: Okay. So would a new wholesaler entgrine market be
entitled to an allocation or would they have to buy - -

MR DEMASI: They would have to buy it from an exigtiwholesaler or retailer or
grower.

MR O'DONOVAN: Okay. If a wholesaler retires fratme business or a grower
retires from the business are they required to sefl sihaires?

MR DEMASI: They've got 10 years to sell their shares.

MR O'DONOVAN: Right, okay. So over time it shouleflect the makeup of the
current market?

MR DEMASI: That’s right.
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MR O'DONOVAN: Okay, all right. Now in terms of jushe physical layout of the
markets, can you just describe the various areas theitepe the markets?

MR DEMASI: Well, the markets are basically made up.ad E shed which is the
wholesaling area and then basically G shed which is\aegsd pavilion for local
growers to sell their produce. We have about 70-odd growénsrie, local growers
that sell their own produce to retailers or to wholesade anyone that wishes to buy
it. We also have warehousing facilities which is pred@mily logistic platforms for
the likes of the Foodland, IGAs, independent greengraseatso the Metcash type
of arrangement. We also - - -

MR O'DONOVAN: Just stopping you there. So is that vehitiey consolidate their
acquisitions for the day?

MR DEMASI: They consolidate their orders and receikders and buy off the
market floor or buy it from growers within Australidhey also, we also have a food
service which is quite huge too which is a logistic platfevhere orders are
consolidated for the restaurant industries, hotelsthilseand so forth. So basically
we play a role as, | suppose, landlord as you couldssaggiminister the day to day
operation of the market and we do sometimes get involvedimdustry issues but
basically only when it's required — so.

MR O'DONOVAN: Okay. Is there a retail componemieoating out of — at or near
the markets?

MR DEMASI: Retail componentin - - -
MR O'DONOVAN: As in just retail shops, just ret&iod - - -

MR DEMASI: Yes. Greengrocers come and buy. Inntieidle of our market is
the logistic platforms for most independent retaileéd®me of the larger
independents have their own logistic warehouses withimgr&et but pretty much
99 per cent of their produce is purchased through our markaugtinthe
independent sector.

MR O'DONOVAN: Okay. But do actual retails operatesite and do retail
customers come to the markets?

MR DEMASI: No. The retail customers are actugllst the greengrocers
themselves. We don’t have any consumers come to our tmarkebasically
wholesale only, mainly for safety issues. Therdt af forklifts running around,
So.

MR O'DONOVAN: Okay. Now in terms of the grower&ér and its operation,
how would a grower get access to the floor?
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MR DEMASI: Anyone just applies for a growers’ standasiBally they pay a
yearly fee, it’s on a year to year basis and we yustensure that they're actually
growers within South Australia and do a farm visit artthéfy’re appropriate we
pretty much approve them. There hasn’t been any thantigveen approved.
They're always pretty much always approved within theketar

MR O'DONOVAN: Okay. So they're effectively operagias their own
wholesaler when they're operating on the growers’rfliothat - - -

MR DEMASI: Yes. You could say that, yes. Theyrémean, they’'ll sell their
own produce. They might employ someone to sell their produce or they would
come in themselves and do it early in the morning anddbeout to the farm and be
a grower. So just on the basis, our wholesalers wathimrmarket about 60 per cent
to 70 per cent are actually growers themselves. Theypneith have started off
it's like a breeding ground, the growers’ shed. Theyt stfathere and then get to a
larger component where they can't really facilitateitess within the growers’
pavilion and then they buy a wholesale facility aradiérout of there.

MR O'DONOVAN: Okay. Is there a relationship betwgeites in the growers’
pavilion and on the wholesale market?

MR DEMASI: It's the same. Wendy could probably fiiu in on that but it’s
pretty much a market price that occurs between wholssafel growers and it's —
yes, So.

MR O'DONOVAN: Okay. Now then moving to the wholesalde of the business,
how many wholesalers operate in the markets?

MR DEMASI: We have some 57 wholesalers and, yeaidithere’s about 70
growers.

MR O'DONOVAN: Okay. What proportion of those whséders would also be
growers themselves?

MR DEMASI: It's about 60, probably 65 per cent — yes.

MR O'DONOVAN: Okay. So about 40 of the 57 wholesalgoaild actually be
growers themselves?

MR DEMASI: Yes.

MR O'DONOVAN: Okay. Interms of the lines that theffer, do all wholesalers
offer all fruit and veg lines or is there specialisation?

MR DEMASI: Yes. It used to be when we were in tlasttEnd everybody kept to
specialising in their own product. That’s kind of distadlrt little bit more, the
wholesalers are diversifying but some of them have kethieio core lines especially
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the grower/wholesalers they’ll keep to their coredibecause that’'s what they’re
really interested in doing in selling their own produc@eighbouring produce or
obviously they source product from all around Australia, so.

MR O'DONOVAN: Right. But from a growers’ point efew are there lots of
wholesaler options for any given line? So - - -

MR DEMASI: Yes.

MR O'DONOVAN: So for apples, for example, how manyoMsalers would sell
apples?

MR DEMASI: Wendy might be able to answer that.
MS HELPS: Probably about seven.

MR O'DONOVAN: Okay. Are there any other lines whehe wholesale market is
more concentrated than that?

MR DEMASI: Probably tomatoes is probably the mostoemtrated — | mean, in
the growers’ pavilion just about everybody sells tomatmesuse it is a locally
grown product and in the wholesaling sector we would prob@brg again another
10 or something, wholesalers more that sell tomatoes, S6ethat’s probably the
most common product sold within the market.

MR O'DONOVAN: Right. But in terms of market comteation is there anyone
who has the monopoly in radishes or avocadoes orliraayike that?

MR DEMASI: Probably the only one that would be, wouldddananas. There
would be about three to four because | mean it's very, a@stly to ripen bananas so
unless you've got the facilities and put the infrastructurelihey’re basically
national and multi-national companies that do it withinmarket, the likes of
Kostas, who used to be Jakita and La Mana and a couplbexfsmaller ones, so.

MR O'DONOVAN: Okay. Now then the major supermarkéismselves, can you
just describe how they operate in the market?

MR DEMASI: Yes. The supermarkets readily both Caled Woolworths both
have got about two to four buyers every morning in our markkeey're obviously
looking, talking to their own suppliers because the sugplieeir suppliers are in
our market and also keep an eye on what prices are dwihgng opportunities, spot
buys. But tend to change from time to time in termdaihg spot buys and market
specials, | suppose. You know, | suppose that at one $imgevéere looking at
buying obviously direct but that’s kind of always changinged&ling on the market
price and so forth.
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MR O'DONOVAN: Right. So would they buy a large profion of the produce
available in the Adelaide Markets?

MR DEMASI: Yes, it's hard to say because a lot ofgheduce that they buy it is
contracted and we’ve got about 15 wholesaler growerstkabasically contracted
to supply the two chains. So either they buy it throughtharket or they're over the
phone and direct from the farm so there’s both afhlgpening all the time. A lot
of the wholesalers and growers they tend to use odoptags a logistic platform
and do the orders for the supermarkets there becausgpdrersrkets are pretty,
relatively close to our destination, be it North — Maiorth Road and now in Burra
Park with Coles new distribution centre so we're grelatively close so that’s
where they do their logistics.

MR O'DONOVAN: Right. But those direct arrangemeates separate from when
the major supermarkets’ buyers actually enter a markestart buying the produce
that’s for sale?

MR DEMASI: Yes, that's right. But | think it's pralbly more like 20 per cent is |
suppose bought on a market day to day operation but - - -

MR O'DONOVAN: Sorry. You think they might buy abo2® per cent of the
produce that goes to the market?

MR DEMASI: Yes, they are only to buy through theieferred supplier. That's —
obviously they need to have quality assurance and so foHay just don’t buy a
product off the floor from any grower or wholesaler beeanfsfood standards and so
forth that they’ve got, so.

MR O'DONOVAN: Right, okay. So they don't, in terra$ making a substantial
impact on price on any given day do you ever notice amgtsffrom the major
supermarkets operating in the market?

MR DEMASI: Perhaps Wendy could answer that.

MR O'DONOVAN: Okay, all right. Now then, Wend,licould just get you to
describe the price monitoring. Firstly | understand yoat prepare these price
monitoring tables?

MS HELPS: That's correct, yes.

MR O'DONOVAN: Okay. There’s daily reports prepared gllg reports prepared
and month reports prepared.

MS HELPS: That's correct, yes.

MR O'DONOVAN: Allright. Can you just describe bfiig how the daily report is
prepared?
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MS HELPS: Yes, certainly. It's a guide only. So Itgetvork at 6 o’clock in the
morning. Usually all the transactions have been ddmast of the retailers have left
the market. |1 do sometimes check up with the retgiestso make sure that we're
sort of around the mark with certain products but | stadt | walk the market floor
and | speak to the wholesalers and | ask them to ascestai they got for a certain
product and so I'll ask them what they got for their baisaand I'll go through the
list of what sizes because there’s certain sizemulifwers, cabbages, and there’s
usually about — I check up on about 60 lines, 60 products eaietrday and the
off market days | go through and check up on the exotis tinat don't tend to
change as quickly as the stable lines.

MR O'DONOVAN: Okay. Is there a — do you assessiinelity of what’s
happening or just provide a range of the prices for whichirthefianging hands?

MS HELPS: | usually ask them if they - say, for amste, broccoli. I'll say to them,
“What did you get on your 8 kilogram of broccoli today”.l ffet a price range of
say 16 to 18 well, then | can, okay, that’'s not a big paoge. If | get something
say 16 to 24 | start saying — it's the 16 sort of ones, tnely weren’'t good quality,
they tell me. It was mixed quality. So that’s how ymuld your price range up so
it's either quality, it’s usually not size because sieg@ — has to go into another
category.

MR O'DONOVAN: As in they're actually specificallyngen different listings in the
report?

MS HELPS: Ifthere’s a large cauliflower sold at $@ something was sold at a
dollar, then I would want to know what the differencasvand it would be usually
size so you would have to go in another line as a mediuarsmall.

MR O'DONOVAN: Sure, okay. This is reflected in thalgaeport - - -
MS HELPS: That's correct.
MR O'DONOVAN: - - - as low, high, best?

MS HELPS: Yes. | could have a price range and thepalckaging size and the
description of the actual product.

MR O'DONOVAN: Right, okay.

MS HELPS: In the monthly and weekly reports it agesait out so we have a low
price, a high price, an average price and the best price.best price in the daily
report is less than 5 per cent so it’s not indicativhefmarket but if somebody
happened to get $5 above the highest price in the price tizegé need to put that
in but it’s not indicative of the market so it goeghe best column.
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MR O'DONOVAN: Okay. How are you able to calculale taverage price in the
market?

MS HELPS: The program does that. The data programlacdoes that at the end
of the week.

MR O'DONOVAN: Right.
MS HELPS: On aweekly - - -

MR O'DONOVAN: Okay. But it doesn’t — you don’'t asseéle volumes that have
gone through on any given line?

MS HELPS: No. No.
MR O'DONOVAN: It's just each wholesaler’s price?

MS HELPS: Yes. It's not every wholesaler. | captiysically get round to every
wholesaler so | go to the — say, eight wholesalecaolfiflower which is probably

the majority of cauliflower wholesalers. Bananawers, banana wholesalers | try to
see the whole, you know, four of them and so it goes dd®wut most times I'll
backtrack on the off days, off market days and see tlez wtolesalers and get a
good cross-section.

MR O'DONOVAN: Right, okay. Then when these repats prepared how are
they made available to participants in the market?

MS HELPS: Well, they're available to anybody to buyhey go to — what'’s started
here goes to Aus Market in Brisbane and Aus Market istfane will actually do a
national report. So they do a report from every nmahead supplies data so
somebody can buy a national report to see what Brisbaarket is doing, Melbourne
market is doing, for those particular products. This repgenerate, | have about
between 50 and 60 clients and they buy this report in vaftwos Some people are
only concerned about five products. They may be growbes;d a percentage of
growers, a percentage of wholesalers and | have grovensriterstate and other
wholesalers from interstate.

MR O'DONOVAN: Okay. Do the major supermarkets buuryoeports?

MS HELPS: |think there’s an element of Coles bweyriport. | think it's the
distribution centre that gets the report.

MR O'DONOVAN: Right, okay. So the facility is avable for growers to actually
monitor what’s happening in the marketplace?

MS HELPS: Definitely. Definitely. It gives thean idea of where their product
sits and | have numerous discussions with them if éneyconcerned about the price,
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the price range that day they’ll ring me and | can ergtathem maybe why their
products may have dropped in price or — it’s supply and demand.

MR O'DONOVAN: Yes.
MS HELPS: It’s all supply and demand.

MR O'DONOVAN: All right. Now, is all of the produdh the market cleared
every day?

MS HELPS: The majority of product is cleared everlieytbuy daily, so they
wouldn’t want to have a lot of product left over. Theyul put it in their cool
rooms straight away and it would be sold within a day ordeys.

MR O'DONOVAN: Okay. Interms of the daily — the ¢gavithin a day, is there
price volatility within a day?

MS HELPS: Not usually, no, no.

MR O'DONOVAN: Okay. So, for example, a crop like miarins which are
obviously plentiful at very different times of theayeand can be scarce at other
times.

MS HELPS: That's right, yes.
MR O'DONOVAN: How does that price cycle come throfagh

MS HELPS: Well, when mandarins first came from -ytsiart from Queensland
about six weeks ago, there was very, very few in thi&ebaso the price was very
high. Within probably two weeks, the quantity of mandarinhénmarket was just
about — well, it had doubled, tripled. Every — just abaergsecond wholesaler had
mandarins on the floor, so the product came way backae.pri

MR O'DONOVAN: Okay. The prices — | mean, just simp&gpond on a daily
basis?

MS HELPS: Supply, yes, and supply and demand is whadpionels to.

MR O'DONOVAN: Right. You'll see the price movemergrogressively through
the days of the week or?

MS HELPS: Yes, some products change, like | said,tteslines | check on a —
three days a week, because they do change swiftlydeyno day.

MR O'DONOVAN: Right, but you won't see much of aggichange within a day,
is that - - -
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MS HELPS: That's correct, you won't see much — wgll) won't see any price
range change, they start at, you know, $16 and $20, and\ttet’s they stick.

MR O'DONOVAN: Right, okay. Even if there’s a largelivery over the course of
the morning of a product?

MS HELPS: No. Well, it would be before the markertstand once | collect the
prices it’s all done and dusted, so I'm collecting the pitiee they actually sold to
retailers that morning. It’s not the price that thevggrs will get back, and that’s
what | really have to ascertain with growers whely'teepurchasing this report, that
they understand it’s the price that it was sold toileztaor wholesalers that day.

MR O'DONOVAN: Right. From the grower’s point ofexv, the price that they
will get back is this price minus the agent’s fee, or doegry?

MS HELPS: Well, it really does vary and as | havd sagrowers, they say to me
often, when they’re buying this report for the firgh¢i, what do you think | would be
likely to get back, and | say, | have no idea, | donteemto that, strictly the
wholesale price, and you need to build a relationship veitit wholesaler to work
that out.

MR O'DONOVAN: Right. But a grower should be ablevtork out the range, the
average, the worst and the best prices on the day?

MS HELPS: Yes, and he’s really got to know his prodditte iknows his product
and where it sits, and he’s got a good relationship twéhwholesaler, then he should
be — there should be no surprises.

MR O'DONOVAN: Yes, okay. All right, now, I'm nagure who would be best to
answer this question, but is there a relationship betweseprices that — the
wholesale prices in the Adelaide markets and the dtinerand veg markets around
the country?

MR DEMASI: Yes, | suppose it would be relatively — depegdin — | mean, if
there was a disaster, for instance, like the badaaster we had, | mean, we were
selling wholesale for $10 a kilo here, and it was prettghraround all of Australia,

so if there’s a glut or there’s a problem with a proditistrelatively the same, but it
all depends on — | mean, sometimes they say Sydnénefetcbetter price because of
— obviously the population there, and if we have a gdoé hand everything comes
here, then obviously our prices will be pressed here v&wgdsey, so | think that
would be about right.

MS HELPS: Yes, | think that’s correct, yes.

MR O'DONOVAN: Can growers — are most products suffilierobust that they
can be shipped to other markets if prices are poor in Ad€laide
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MR DEMASI: Yes, and that happens, yes, | mean icb#lg — growers — some
good growers will actually just send a quantity here, @n8y, Melbourne, they’'ll
actually pick the market, they’ll know where to sendnieket, where the price is
higher, and so if too much is here, the wholesalertiglh on sell it into other
markets in Sydney, so — or Melbourne.

MR O'DONOVAN: Right. So it’s fair to say that theis, for the most part, a
national market for fruit and veg?

MR DEMASI: Yes.

MR O'DONOVAN: Okay. Now, is there — do you have angenmstanding of the
relationship between the prices that are availableamtholesale market and the
prices that big buyers like the major supermarkets are@ayitheir direct dealings
with growers?

MR DEMASI: Not really, but I mean, | know sometimes would get unstuck in
terms of having a fixed price on something and, you know, Igakirthe incident
again, you know, if you had a fixed agreement with groweseliat $2 a kilo and
then you had no bananas, and, you know, obviously thaa@redhips would have
to — those proposed contracts would have to be brokehe sodrket does play a
pivotal role in determining market price, and so to doestipermarket. It goes
both ways. | mean, if the supermarkets are not takingyatan, obviously — and
there’s a glut, it ends up in our market, the export maf&einstance, at the
moment, exchange rates are high, the product relagvelg up in our markets all
around Australia, so the price gets depressed, so yés itth both ways, you
know, if you've — obviously the supermarkets are playingewbere it's — they're
not buying a certain product, then it ends up in our maitesthe export market that
the price goes down, so it would play both ways.

MR O'DONOVAN: Right. So the growers that you aveaae have a direct — well,
are you aware that some of the growers or wholesagensating within your market
have a direct relationship with major supermarketsias known generally in the
market?

MR DEMASI: Yes.

MR O'DONOVAN: Presumably — does the amount of produdtttiey put into
your market vary depending on the behaviour of the majorsispkets?

MR DEMASI: Being a national, | think | wouldn’t be alitereally give you a clear
answer on that, but being a national competition,nkilyou would find that it all
depends on where the play is in each state, so | danit playing, really, a pivotal
role.

MS HELPS: No, no.
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MR O'DONOVAN: Yes, all right. Now, it's been pub us as a possibility that
because the major supermarkets have such a big sharedefthed for fruit and
veg, that if they choose not to enter a market, tiegt tlan artificially — for a period,
that they can artificially depress prices in a paréicpiroduct category? Have you
ever seen market behaviour that suggests that there dneyleig not buying, that
produces atrtificially a glut?

MR DEMASI: | think — the only thing I've seen recentlpwd be the latest
hydroponic tomato plantation by Timbercorp, which was actisapplier to
Woolworths. My opinion was that once that was bttile market — the tomato
prices will be depressed, and that's what happened, gsttiiat the supermarkets
do with relationships with their buyer or with their sliggs can play a role in
depressing the price. It might not be intentional, ghmhbe that they’'ve got a, you
know, a good reason for entering into that relationdsup all of a sudden, you've
had all these tomatoes on the market, and there vezslglexisting relationships or
existing suppliers into the market, you've also got a glivimatoes, so that did
depress the price for a while, I'm not sure whethey #tithe moment, maybe Wendy

MS HELPS: Yes, the prices really varies lately witdather conditions, so | see
tomatoes — but they are very volatile in price chanipesy, can swiftly change, but it
really does depend on weather factors as far as, you, khide/ really, really hot,

the plants will get burnt, so it might delay them, songitiis not there, or if we

have really good weather conditions, there would haveytu-know, there may be a
glut for a short time. But asking me whether thers wéot left over at the end of
the day, the wholesalers that | speak to about cauéfie\w particular, if they can
see that there’s a lot on the market floor that tan when the grower rings up to
resupply, they will say, just hold off, don’t send us samynaSo it evens out, and
they can sell them without having to store them in tted coom for a day.

MR O'DONOVAN: Apart from the major supermarkets,heite any other buyer
that can dominate or has a substantial market shagens bf buying?

MR DEMASI: In our market, it's Metcash and IGA aneyhve got about just
under 30 per cent which is actually healthy for us because \wet not two majors,
we’ve got three plus the greengrocers plus food service.

MR O'DONOVAN: Right. So does Metcash doing all bétbuying for the IGA
supermarkets now in fruit and veg?

MR DEMASI: No. There’s actually a few platform$iere Metcash — because
they’re independents. The independents chose wherdaohneir logistics, so if
they chose that for Metcash, Metcash have an arragenith some organisations
in the market to do their logistics. They will goabgh there. Some view their own.
They’ll come to markets. We’'ve got about, probablyt judder a dozen different
platforms for those independents to purchase the produchwasically makes the
whole competition a lot easier because if we’ve got 1@o&@to growers, they’'ve
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got a choice where to go; they don’t have to send to Watitaothey don’t have to
send to Coles. You know, they don't only have to senddtcash because Metcash
has got, like | said, 10 platforms in our market to sendsif they don'’t get, say,
for instance, grapes they might get the Romeos, whitlei two independent
supermarkets here in Adelaide.

MR O'DONOVAN: Right. If we were to ask for it, calilyou provide us with a
breakdown of the throughput of the market? Is that songethinformation that’s
held centrally, as in where the destination of thestydpose the market share of
buyers within the market?

MR DEMASI: We've actually — the actual percentage wefrgenh the

supermarkets themselves, so Metcash provided us whapéneentage is in the
state, so you’ll probably have to get that from therhwa basically collect
information here and there. There is the creditiserthat is run by the chamber that
could probably provide you that information but we don’t atyuaep records
ourself, but we just gather intelligence from the likédetcash and the likes.

MR O'DONOVAN: Right. Okay. Now, because you colléte information on
the wholesale prices of various products, do you ever meke price comparisons,
either informally or formally?

MS HELPS: No, | don'’t, no.

MR O'DONOVAN: Right. Okay. So there’s no inforti@n — it’s been put to this
inquiry that retail margins are increasing as a propoiathe retail price and the
growers are getting less. Do you have any informationiwhimuld either confirm
that or suggest that that’s not the case?

MR DEMASI: | suppose really all you have to do is getrdport of the day and
see what they're selling for in the supermarkets and you gowabably work it out
but, | mean, you know, these prices are based on tonnpgtetaof this or a carton
of that or ten cartons of this where the supermarketki® or half a kilo of that. It
quite easily could be worked out to see what the masdgnom wholesale to retail,
based on these prices.

MS HELPS: If they were buying actually in the samze giackaging, you would
have to probably sight the packaging because there cotfidibdifferent package
lines for avocados; there could be four different sinedé&nanas; there could be —
yes. So it’'s endless really as far as packaging livest would really have to sight
what packaging it came in to work out — and then you’veggatity difference.

MR O'DONOVAN: Right. Okay. None of which is visibte is some of that —
presumably, the highest price in the market is the highesity?

MS HELPS: Correct.
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MR O'DONOVAN: Right. So that if we were to take tlzs a benchmark that
would tell us at least what — if we were to compare Wt retail margins, that
would tell us at least what the best — the minimal matge smallest margin
difference there is.

MS HELPS: If you sighted the packaging and compared lit thé packaging on
the products report, yes.

MR O'DONOVAN: Okay. How long have these reportet@repared for? What
period of time?

MR DEMASI: You mean years or?
MR O'DONOVAN: Yes, years.

MR DEMASI: Your previous speaker, Farmers Federatiod tselo it and it was
done, well, 20 years ago it started.

MS HELPS: Yes. It was in the old market as well.

MR DEMASI: Yes, in the old market and the Farmerddration did it but then for
some reason they were losing money and they had taigef ib and we came
onboard and said well, we can't afford not to have dk tdne growers wanted it so we
took it on. Yes, so, it's been going for many years.

MR O'DONOVAN: Okay. So there’s information dating k&0 years that’s
readily available?

MS HELPS: Well, the data base will let you go back & y¢hat | have got, the
program that | have got. Previously | don’t think thers wat wasn't a data — in
data form.

MR O'DONOVAN: Right. Okay. So 10 years is readilailable?
MS HELPS: Yes.

MR O'DONOVAN: Allright. So if a grower or any oth@layer in the market
wished to demonstrate to us this proposition that maufgingrowers are declining
as a proportion of retail price, the data is availabiethere. Okay. Now, in terms
of at least the Adelaide market, do you have any seénsbkai proportion of fruit and
veg that’s grown here goes through the wholesale maaketpposed to being sold
direct to the major supermarkets as opposed to being egfort

MR DEMASI: We've used about — | mean, 50 per cent wiggiee bandied around
but, you know, if you take into account those wholesalgrowers that are in our
markets, have got that relationship and it, you know, mapihour floor but it goes
direct, it could be up to 65 per cent, 70 per cent — thatmigh our market. We
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seem to have certainly between 50 and 65 per cent afiles the supermarkets
have the balance in terms of direct buyers natignalo | think with preferred
suppliers that the supermarkets have entered into, I,rtegnjob is obviously to
reduce the number of suppliers in the supply chainyéuatces the cost.

That’s obviously a pretty — information is out theradtothat and what happens is
obviously you have a particular packer — and we’ll talk abmeipotatoes — that may
deal with other packers and other growers, but it all gad®rnels through one
packer. So you're reducing the supply chain and that’'s probdigye the Farmers
Federation was talking about. Yes, so it's pretty hatdltovhat hits the floor
because of those reasons, because the supply chegtuced.

MR O'DONOVAN: Right. Your estimate would be thes more than 50 per cent
of produce sold in Australia would go through a market?

MR DEMASI: Yes. We would on how much — we look & #BS figures that’s
been bandied around. Horticulture Australia has got figamest’s funny that those
two figures don'’t line up either and it's hard to kind of téllnyway, then you look
at what the independents and the information IGA providddaanjust work back
from there to work the figure out.

MR O'DONOVAN: Okay. Now just going back to the potat@eple given by the
South Australian Farmers Federation, if there aregustuple of agents which
dominate the potato market, are they still buying throughvti@esale — buying on
the floor of the wholesale market?

MR DEMASI: | think they do a bit of that but | think tetato industry is really
dominated by packers really. You know, the terminologyweee talking about last
time as a wholesaler, it's actually the packer thgisthe relationship with the
supermarkets. That packer then has that relationshiptiién packers all around
Australia and so they buy the product on behalf of tipesnarkets through their
own growing enterprises and their own packing enterpaisdthers. So that’s
pretty much where the supply chain goes, yes. So imatket, the major — | mean,
in South Australia you've got Comet and Mondello are tgobickers.

They have relationships with wholesalers in our maaketsupply to them and
Zorellas is another one. They are actually in ouketa Those guys, | think they
have relationships- you know, certainly if you look at Wamths they probably
have relationships with one packer which is a nationegrathat’s got a licence to
sell product to Woolworths. So it's not the wholesé#tat actually dominates that
sector, it's the packers.

MR O'DONOVAN: Right. Isthere ever a suggestionttifiat produces a market
that’s too shallow or that’s open to manipulation by sbighplayers?

MR DEMASI: Yes. Well, | mean, | suppose if you jlmbk at the economics of it,
| suppose if you've got — | mean, just looking at this stadéatoes, you've got three
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major — three significant potato packers here. If, yomkryou have a supermarket
says, “We're going to go and deal with packer A in Sydramnd you have to sell
through there, what happens to those packers and perhapsapdye put into a
disadvantage, and they've got some large operationsrh&auth Australia, and
potato is quite a significant output. You know, just thesiec made like that, that,
you know, if you've got channels — because of reducing theysapain, it could
affect the overall supply chain.

But I'm not really au fait with the exact, | supposentracts with supermarkets and
national packers and national wholesalers. But | knaiy {fou know, you've got
some — three large main players. They all supply irkachains, they supply into
our market, they supply into the independents, but theevot the policies where
they — supermarkets do reduce supply chain by going through ome preferred
suppliers does obviously, cause issues with the larger gasier- -

MR O'DONOVAN: Sure. But it hasn't distorted the whséhle potato market? If
you’re a small grower can you still sell through theolesale floor and be confident
that you're getting a market price based on supply and d&man

MR DEMASI: Well, you've got that ability to sell thogh the floor and | suppose
with the drought, potatoes is a bit of a — the prices hatgally gone up so the
supermarkets have actually had to buy the product thaible and if not, then it
will go to - it will come to our market. So the groweitl\lwave an option if
supermarkets don’'t — they want to continue to have a fixed,gtiey can sell them
to our market, and | know that’'s — you know, | was spealirgptme of the potato
packers in the last few months. They’ve received somd gooces because of the
drought and | suppose that’s — while our market exists in @guital city or each
city of Australia, it tends to give an option to growemd @ackers to send to other
places.

MR O'DONOVAN: Okay. Now, the Australian dollar happreciated in value
recently?

MR DEMASI: Mm.

MR O'DONOVAN: Does that have an impact? Or in &t few years, has that
had an impact over time in product that would normallyxpoged being shifted
into your market?

MR DEMASI: Yes, yes, it definitely does. Mainly —dibes affect Sydney mainly
because a lot of the growers tend to — because thargésvolumes you're talking
about, with avocados and mangoes, they - the growersaesaad to the other
eastern seaboard because, you know, they can getitria lof quicker because of
our population here. But it certainly does affect theketaprice because, | mean,
you — supply and demand again, you bring in product that wiaend before and it
goes into the market and, you know, that product might geade so it might fetch
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a better price but it certainly brings down — way downpttiee of the product that is
at a lower grade.

MR O'DONOVAN: Right, okay. So at least in respetsome food items we
should see drops in wholesale pricing and consequently, oiroips retail price of
some food items?

MR DEMASI: It's a hard question because, you know, agapply and demand,
drought, and, you know, we — just depending on what happensltdree of the
drought and the balance of the export product entering imtanarket. It could out-
balance each other, | mean, the export market migatdaiour to — or the failure of
the export is a saviour, maybe, to our domestic markegesoput it's really on the
day and on the month and - - -

MR O'DONOVAN: Okay. Is there any specific problemttlgau see arising from
having a reasonably high level of concentration of maskate with Coles and
Woolworths in the operation of your market? Is themg complaints that are being
brought to your attention or anything that we should know derstand for the
purposes of this inquiry?

MR DEMASI: | think it's important that we keep themrest and, you know, the —
we certainly strive on the independent supermarket saotbthe greengrocer sector
and the food service sector, and we still want Woolagand Coles to participate in
our market because they do buy through our market. K thime didn’t have the
competition out there, and you will have a true duopaig, ils important that, you
know, we keep — and our allied business is always on engtgrigdependents are
there because, you know, the Thomas Drakes of the iaid\oolworths have
rolled out in Sydney is basically competing with théependent supermarkets.

Because they see that the independents are making grofiudtralia, certainly in
Adelaide and Sydney. What | fear is, | suppose, ifidependents weren’t there
and the Metcashs and the independent supermarkets weega;tltthink we’ll
definitely see high prices. | —you know, it's — no daihlatt while we’ve got
competition, there’s basically room for everybodylay, basically.

MR O'DONOVAN: Right. So as the market structure eutly sits, you're
satisfied that at the retail level in fruit and vegrihare players enough to provide a
competitive market?

MR DEMASI: Yes, yes. | mean, and | think it's algery important that we don’t
see our market as a dumping ground for the big two majorgn\tfings get out of
spec and, you know obviously they end up in our — some of &mel up in our
market, and world studies have shown in the UK thatwlaatthe demise of the
independents and the demise of, | suppose, the greengrdbershing is that we’d
probably want to ensure that our market keeps, you knoarjtgrin terms of getting
the better produce, and that is what our market is abddelaide. We tend to look
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at the niche products and the better products so the greergend the independent
supermarkets have a better play in terms of the marketplac

But we certainly don't like to see too much dumping on aorfbecause that does
depress market prices too and then we become a secomaidegt, which we
certainly don’t want to be.

MR O'DONOVAN: Okay. Isthere much evidence that — | aggoone of the other
issues that has been put to us is that the major supetsarkeholesalers,
generally, having agreed a price for a specification thehthiemselves in a falling
market and reject produce because of the falling markebegause it’'s not within
specification, and then it's dumped into the wholesadeket, depressing prices. Do
you see much evidence of that behaviour occurring?

MR DEMASI: It is anecdotal but | think | see physicaidence of the actual — and
because they're black boxes now so you can just walk drilvenmarket, and you'll
be walking around tomorrow, you see it on the floomekn, so it is certainly being
rejected. For what reason, | don’t know. | mearireveot there to actually know
exactly why they’ve been rejected, but it's probably a toesyou’d have to
actually ask a wholesaler or a grower. But, yes, itdytaou see it on the floor and,
you know, especially if it's out of spec or — I'm noteudhat they knock it because
the supplier will then get it cheaper somewhere e¥sss, that's something you'd
probably need to ask the wholesalers or growers, I'd say.

MR O'DONOVAN: Sure. Have the wholesalers and gr@nveade that sort of
complaint to you?

MR DEMASI: I've heard that, I've heard it in the rkatplace but | can’t say it's
true or not, yes.

MR O'DONOVAN: Sure. Okay. That is all I've got.

COMMISSIONER MARTIN: Just one question. With thealttat you collect, as |
understand it, it is what the wholesaler is on-selimthe retailers.

MS HELPS: To the retailer, yes.

COMMISSIONER MARTIN: Is there are a collection — arollection of data on
what the wholesalers pay to growers or is that justa

MS HELPS: No, that would have to be individual wholesaand between
wholesalers and growers, agreement. As | say to gsavat buy the report, “|
don’t need to enter any of that.”

COMMISSIONER MARTIN: No, but effectively, therefgra wholesaler who has
a contract or a HPA, he knows what he is being paitiaatherefore, with your
data, he knows therefore what the wholesaler’'s masgin
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MS HELPS: He wouldn’t be in for any big surprises ifaatually knows where his

product sits as far as quality goes.

COMMISSIONER MARTIN: Right.

MS HELPS: Sometimes there’'s a — you know, growera gjite excited if they
think that they’re going to get — but their product probalalgsn't sit in the high

range. But most growers understand, by visiting the mankéese their product
sits.

COMMISSIONER MARTIN: Right. Okay, thanks.

THE CHAIRMAN: Thank you, thank you very much indeed.

MR DEMASI: Yes, thank you.

THE CHAIRMAN: Right. | will just take a break fa minute.

ADJOURNED [11.57 am]

RESUMED [12.01 pm]

THE CHAIRMAN: All right, we’ll resume the hearingith the representative,
ABB Grain. Mr O’'Donovan?

MR O'DONOVAN: All right, could you state your naméyet company you
represent, and your position within the company.

MR ASSER: Lyndon Asser from ABB Grain Limited, nole in the company is
market manager of barley.

MR O'DONOVAN: Of barley? Okay. All right, and you derstand that it's an
offence under the Criminal Code to give evidence at mijgiiy that you know is
false or misleading or omits any matter or thing abctkvthe evidence is
misleading?

MR ASSER: Yes.

MR O'DONOVAN: Okay. Now, could you just briefly destme what ABB is,
what it does, what products it sells?

MR ASSER: ABB is a diversified Australian agriculticompany. Its main
sections include grain marketing, grain storage and handliamsgpacking and
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processing, the production of malt in barley into madtl the marketing and trading
and fertilising of wool and livestock products.

MR O'DONOVAN: Right. Apart from barley, does italan any other grains?

MR ASSER: Yes, it trades in pretty much all Austraimoduced crops, including
wheat, barley, oats, pulses, peas and beans, canole,algs involved in the
importation of certain agricultural products as well, sasltopra meal kernel,
expeller, soya meal, those types of products.

MR O'DONOVAN: Okay. On the supply side, are thosekets competitive, are
you competing with other buyers to acquire those products?

MR ASSER: Yes, yes, it would be fair to say that oy given day there’s
potentially half a dozen other players within those marketnpeting for those same
products.

MR O'DONOVAN: Right, and how do you enter that markett — are there
specific agents, or is there a specific trading floor yloa operate in?

MR ASSER: There’s several levels. We have a netwbdgents that approach
farmers direct. There’s also a secondary or whigewarket that is developed that
trades what we call paper, so you can buy and sell algHrgrain, as a contract
with other participants in the market. You can alsotheeASX futures market to
buy and sell grain, and there’s also, obviously, thermational futures markets as
well, so there’s various platforms through which to buay sell.

MR O'DONOVAN: Okay. From a farmer’s point of vievg, it up to them at what
point they set their price, or do they get — just poicghe day, or are they able to
hedge risk?

MR ASSER: There’s again a range of products availabjgdwers, and those
products range from forward products, so, for example, tadapwer can forward
sell his wheat or barley crop that won't actually bevested until say, November,
December, and he has the option to take out forwardamistany time between now
and harvest, at harvest there’s a range of cash @iicgle, there’s other options that
they might have where they can hedge their — parteaf thop, they can also
warehouse their grain, so they don’t have to setllitaavest, they can elect to hold it
until they feel they would like to market that grainvemious options.

MR O'DONOVAN: Okay. From ABB'’s point of view, couldoy give us a rough
breakdown of how they acquire, if that’s — yes, in ®ohthe mix of forward buyers
and spot buyers and direct deals?

MR ASSER: 1 guess it’s fair to say as a resultheflback to back droughts we’ve
had, growers are more reluctant to forward sell, sdottveard selling of grain has
declined and probably will stay relatively low. | guesgeércentage terms, it is a
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little bit of an estimate, but 30 per cent we would buwéod, with the majority then
bought at harvest or close to harvest.

MR O'DONOVAN: Okay. All right, and then looking atfrom the other side, in
terms of who your customers are, is that something gautscuss publicly?

MR ASSER: Sure. If | stick to barley perhaps, tHatow better. As far as malt
and barley is concerned, we sell, obviously, to our owih Imsaise, which is are .....
Maltings, there are two other malts just within Aukarghat we would sell to. We
also sell malt and barley — our principle export mark&thina, so we have a range
of customers in China where we sell either in contaione in bulk cargoes. With
feed barley, we sell feed barley to other competitorghiiMhe Australian market,
we’re selling to the intensive livestock industry, at pred@mily the wholesale
level, so into the stock feed manufacturing sector, wisithe likes of Wrigley
agriproducts and Ingham’s, and also into the smaller awf#gnt feed ingredient
producers nationally.

MR O'DONOVAN: What would be the rough break up between dimand
export markets?

MR ASSER: 1 guess if we take the national crop, Ikliits — it would be fair to

say that with barley, 20 per cent is used domesticaily te rest is exported. That'’s
probably similar to wheat as well. Canola | would éedi is a higher proportion
exported, and also with pulses. So the major grainspzippaitely 20 per cent, it
does vary obviously with total production. The domestimgonent is quite fixed,
and therefore with higher production, you then have a higfegortion export.

MR O'DONOVAN: Okay. How is price set?

MR ASSER: The price is through a number of means, giypethough it would be
fair to say that it's set according to international va)umit because we are heavily
export driven, then it's all about what is the expoarket, what are our competitors,
such as other suppliers in Canada in Europe, what aretieeyg into the market,
where is the world market, and obviously that’s our outlhe domestic market
generally just pays us more premium over that to rét@ise products within
Australia for their use. We also use the futures maBatargo or Winnipeg futures
markets to develop our own ideas about price, and we alsomumber of supply
agreements, not necessarily fixed price supply agreentents)ey also lead to
determination of price.

MR O'DONOVAN: Interms of the product that you produdees it have any
impact on the price of other domestic products, is thesgecific barley product that,
for instance, consumers buy that would ultimately divdnave had its origin with
you?

MR ASSER: Not in the feed market, no, not in that serkhe feed market — the
producing feed products for the intensive livestock indugtsyall about producing
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the least cost ration, so they’re looking all theetiat the various attributes of the
various products available to them, and they would vhlem according to their
value into the feed chain, so it’s all relative, oneduict against another, and that
goes right back to imported products as well, so if, kangle, feed barley became
uncompetitive against imported palm kernel, then feed bariegs would tend to
fall. With malting barley being a much more specifie psoduct, the alternatives
are less, and obviously in a period of short supply, amd what we’'ve been
through, values have risen there, such that we get fwoihewhere we’re looking at
importing replacement products, so the market is prettlghein its price
relationship with the world market and alternatives, boan be limited a little bit
depending on the specific use of the product.

MR O'DONOVAN: So is it fair to say that there’s direct — you don’t deal with
any direct — you personally, at least don’'t deal with pnogluct that’s directly
consumed by consumers?

MR ASSER: No.

MR O'DONOVAN: But the price of — presumably the pridebarley, for example,
does impact on the price of other things like chicken aticn@at and those sorts of
things.

MR ASSER: Correct, yes.

MR O'DONOVAN: All right. Can you just indicate lerfly what’s happened to the
market for barley in the last three or four years, wirethere’s — what changes have
taken place in relation to price and what — | suppose msponse a company like
ABB has to those changes in market conditions?

MR ASSER: If we try and take a snapshot of theftast years, we probably didn’t
see a great deal of change in the first two years.wdidd have seen relatively
average pricing and that average pricing would have occuregdpevhaps the last
15 years. Prior to that there would have been the odd ppokieiced through lower
supply or other factors, but really not a great varidreo® long run average, | guess.
In the last two years, though, we've seen a very sotistahange in the price of
barley, which was caused by obviously production problems back,to back, but
also production problems in Europe. But one of the nmdingnces has been a
massive change in the subsidy available to barley ircptarly Saudi Arabia and
other Middle Eastern countries and also combined withxporeban in some
eastern European companies, the Ukraine, with a confieten the export of
wheat, barley and corn and they’ve only just removad th

So we had a situation where we had lower supply, couplédanitassive increase in
the subsidies a country was willing to pay to obtain bateyalso coupled with
other countries restricting exports. So it’s diffidwltsay it was on the demand side
or the supply side, | mean it was a little bit of bdit we have actually described it
as the perfect storm for barley prices, where you ngtleed shrinking supply, but
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you had increased demand that was prompted by these masepas@scin
subsidies. So barley prices have risen and probably doulgedss$, in the last —
over the last two years on average and | guess it's ewrthiat some of those
influences won't disappear quickly and so we’re potestialla higher price regime
in the foreseeable future.

MR O'DONOVAN: Okay, and so how much per ton was ltirsg for and how
much per ton is it selling for now.

MR ASSER: We looked at malt and barley. Malt andelyann average was selling
for $200 a ton and up until fairly recently it's been sellat $400 a ton.

MR O'DONOVAN: Okay.
MR ASSER: That's per ton delivered to port.

MR O'DONOVAN: Right and that sounds very similar that's happened in the
wheat market as well.

MR ASSER: Yes, very similar. Barley did tend todewgheat, but wheat has
followed not necessarily with the influences assodiatih barley, there weren't the
subsidy issues, there certainly were some export @stgsowith wheat. Wheat has
also had — has seen massive price increases as afaesuiistment funds coming
into the futures markets. So we’ve seen money flowutgpbequities or out of
property, looking for a home, looking for a return and sutital amounts of money
have flowed into the commodity — soft commodity futureskats and | guess that’s
been one of the major influences over the wheat pii@s and the wheat volatility
over the recent year or so.

MR O'DONOVAN: So is there close substitution betwedreat and barley and
corn and oats, all the other grains, or is it jushcdience?

MR ASSER: In a sophisticated market there will beAustralia in a sophisticated
feed ingredient market there will be, in other markietsexample, such as Saudi
Arabia they were very focused and have been very focusedrtey. They are only
now looking at trying to stimulate their buyers in thend use as to look at other
alternatives such as corn and wheat and oats andwehat@ a sophisticated
market, such as the US, yes, there’s quite high lefedwitching depending on, you
know, the least cost ration scenario or even wighUB grower as prices lift the
corn, they’ll divert acres that they would have put inteeat into corn or vice versa.

MR O'DONOVAN: Okay.
MR ASSER: It depends on the sophistication of the naykeerally.

MR O'DONOVAN: Right and so what was the reasontfer Saudi subsidy of
barley?
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MR ASSER: That is a difficult one to answer, hitdeel qualified to answer other
than to say that they do like to keep the price — the lobggee of barley to their
Bedouin tribesman and the Bedouins that feed their canskle®p and goat herds at
a very stable level and it aids, | suppose, keeping aivést and keeping the status
guo in the countryside of Saudi Arabia, so as barleyestao lift they wanted to
make sure that the Bedouins were seeing the same baggednutibad to
continually lift the subsidies to buy barley, availabdeldy away from other
destinations so that their countrymen wouldn’t be aftecte

MR O'DONOVAN: Okay, there’s also quite a lot ofkah the press about the
impact of bio fuels on grain prices. In your experiesciat an impact, the
subsidies being paid for bio fuels?

MR ASSER: Very much so, it's probably one factot tHailed to mention earlier.
The government, particularly the US government mandatedslef ethanol
inclusion in their fuel, has caused a massive swing onheft and into corn. It's
caused a massive acreage of — available acreage going fwraduction and, yes,
it's certainly one of the — potentially the top thredaur factors affecting world
grain values at the moment.

MR O'DONOVAN: Okay. Now, in terms of your positipdoes your
understanding of the wholesale markets give you any unddmstpof what impact
that’s likely to have downstream in the wholesale atdilrmarkets for consumer
products?

MR ASSER: Some, but perhaps limited.

MR O'DONOVAN: Right, are there any general commems can make about the
impact that these changes on the primary commodity tsaake likely to have
upstream for consumers?

MR ASSER: 1do believe that the drought card is @ibioo readily when producers
or retailers are talking about their products and priceeases. | don't know the
specifics, but it certainly — there is some evidenceithatlot of products grain is
only a small component of the finished product price. r&leno doubt that the
market has suffered huge increases in labour, fuel dostdt costs. Freight costs
have risen quite steadily. In the case of the beewufacturers, we're certainly
aware that they've faced increasing costs in, for exangtass and aluminium and
freight and grain. So I'm not suggesting they play tlwaight card, but drought isn’t
generally the only reason for those increases.

MR O'DONOVAN: Okay, and in terms of the increaseyaur costs as an input to
other forms of agriculture, like chicken growing and | supgesd — is your product
an input to feedlotting?

MR ASSER: Yes.
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MR O'DONOVAN: For red meat?
MR ASSER: Yes.

MR O'DONOVAN: Has there been a consequent declirtberactual consumption
of your product because feedlotters and chicken growersa@momically produce
their product?

MR ASSER: Yes, definitely. Yes, we’ve seen quiwng away from the demand
for barley into feedlotting particularly. That iswmatarting to increase. What we've
seen is quite a large and | guess competitively pricedrop come onto the market.
In fact barley produced last December at a very high nuarmkas | said attempted
to be bought away from the domestic consumption intinteenational market,

lifted the price of the inputs for your general feedlgtheris now able to ..... ata
much more competitive price than barley, so we'reistato see some restocking
and some general, | suppose, optimism now in the féedjstector. We have
definitely seen quite a marked reduction in demand in teesix months of, you
know, or the last six months.

MR O'DONOVAN: Right, so the supply of feedlot fed anim& likely to have
declined possibly as a result of the increases in grases?

MR ASSER: Yes, | would think so, yes.
MR O'DONOVAN: Okay.

MR ASSER: I'm not qualified to say, but | would assusnegiven — we do monitor
the livestock on feed numbers and they have declined, yes.

MR O'DONOVAN: Yes, okay and that in itself would bkdly to put some
pressure on the retail price of meat?

MR ASSER: Yes, and no, that’s an interesting ofgain I’'m not qualified to
answer, but anecdotally there is some trade-off betwesen fgd and grass fed cattle
and so if grain feeding becomes too costly cattle wilites through the cattle
markets, the price on hoof will fall and that will majess feeding more
competitive. So it doesn’t necessarily always lead flow through increase at the
retail level. It may certainly for grain fed, but netcessarily for grass fed.

MR O'DONOVAN: Okay. Allright, that’s all | have.
THE CHAIRMAN: Thank you very much, we appreciate yossistance. We'll

start at say 1.30. Break now for an hour and thenattarB80.

ADJOURNED [12.23 pm]
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RESUMED [1.31 pm]
THE CHAIRMAN: All right. We’ll reopen the hearinghd we’re welcoming
Mr Tony Rochella.

MR R. CERAVOLO: Ceravolo.

THE CHAIRMAN: It's switched around. I'm sorry. #’all right. It’'s switched it
on me. Okay, so my apologies, sorry.

MR CERAVOLO: That’s all right.
THE CHAIRMAN: Yes. Okay. I'll pass to you, Dami€iDonovan.

MR O'DONOVAN: Thank you. Could you just state for tsaript, your full name,
the company - - -

MR CERAVOLO: Tony Ceravolo.

MR O'DONOVAN: The company you work for?

MR CERAVOLO: IsR. Ceravolo and Co.

MR O'DONOVAN: Your position within that company?

MR CERAVOLO: Managing Director.

MR O'DONOVAN: Okay. Now you understand that it's afeace under the
Criminal Code to give evidence at this inquiry that you knevalise or misleading
or omits any matter or thing without which the evidenamisgleading? Do you
understand that?

MR CERAVOLO: Yes.

MR O'DONOVAN: Okay. Were you summonsed here today?

MR CERAVOLO: Yes.

MR O'DONOVAN: Okay. Now one other matter | shouldmimut is that if
there’s any question that | ask you where the answdosesconfidential
information just indicate that to the chairman aedchn close the hearing. We may

keep it open and pursue that question later in a closedgeari

MR CERAVOLO: Yes. | understand that.
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MR O'DONOVAN: Okay, all right. Can you just stajest briefly describe what it
is that the company, is it Ceravolo and Co?

MR CERAVOLO: Ceravolo, yes.

MR O’'DONOVAN: Ceravolo and Co do?

MR CERAVOLO: We actually, we are growers in the Asdéé Hills, mainly fruit
growers, apples, pears, cherries and nectarines. Weuals cold storage facility
where we store our own fruit. We have our own packiegl so we pack from the
facility as well. We’ve got a wholesale, we are altyuaholesalers of the Adelaide
Produce Markets and we do a little bit of profiting as wadlfar as supplying some
of the smaller independent grocers direct.

MR O'DONOVAN: Okay. In any of those operations go& supplying services to
other growers?

MR CERAVOLO: Yes. Inthe wholesale business we A& sell also vegetable
lines, quite a few lines. We probably sell anything betwsf2and 60 lines in the
wholesale market.

MR O'DONOVAN: Okay, but in terms of your packing shedsl your cold
storage, do any of - is any of that supplied to other grewv

MR CERAVOLO: Yes. We also pack a little bit of fréor other growers.
MR O'DONOVAN: Okay.
MR CERAVOLO: We don't store it but we do pack it.

MR O'DONOVAN: Okay, and is that done a fee for seevbasis or as an agent or
asa---

MR CERAVOLO: No, it's a fee.

MR O'DONOVAN: Okay, all right. Well, then going bato the products that you
actually grow and perhaps we’ll just take apples as a repedise example.

MR CERAVOLO: Yes.

MR O'DONOVAN: Is apples reasonably representativenef-t- -

MR CERAVOLO: Yes. Apples is probably 70 per cent of business.
MR O’'DONOVAN: Okay.

MR CERAVOLO: We grow a lot of apples.
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MR O'DONOVAN: Allright. So in terms of getting éhapples to an ultimate
market, firstly could you describe once they’re grown lyow get them off the
property and sold into the market?

MR CERAVOLO: Okay. You want like start from picking?
MR O'DONOVAN: Yes.

MR CERAVOLO: Okay. They're picked into bulk bins. Frdmnk bins they're
transported into the cold storage facility where treegither dipped or drenched just
to stop any mould spreading in the bins if there is anyghang breaking down.
From there they get put into CA bins, what we call CdletioAtmosphere, which is
just reducing the oxygen in the room and the carbon diosgidejng down the
ripening process. From there they might, sometimes wletham straight off the
orchard otherwise we just store them and when we'reyneadust open up the
rooms and pack them accordingly to what the market wa&dsnore or less we
have apples 12 months of the year.

MR O'DONOVAN: Okay, and you control how quickly oostly the picked apple
ends up in the marketplace?’

MR CERAVOLO: Yes. Well, if you say, picked a thondains of Pink Ladies,
you know you’ve got 30 weeks to sell those apples and you koaive got to get
rid of more or less so many bins a week, 30 bins or whaiteige

MR O'DONOVAN: Okay. Now at the point at which an s picked do you
already have some idea of which market you're going t@agmrcentage of those
apples into?

MR CERAVOLO: Pretty well, yes.

MR O'DONOVAN: Okay. What markets are you looking tdlisg to?

MR CERAVOLO: Mainly into the Adelaide market but weado Sydney, New
South Wales, Sydney, New South Wales. We alsor@ito@e, not much into
Melbourne and we do a little bit overseas.

MR O'DONOVAN: Okay. Just starting with the overseaarket?

MR CERAVOLO: India.

MR O'DONOVAN: India.

MR CERAVOLO: Yes.

MR O'DONOVAN: How do you arrange to sell your productsrdia?
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MR CERAVOLO: We've got our own export business. I've goinebody looking
after that for us.

MR O'DONOVAN: Okay. Is that a market you generatedrgelf?
MR CERAVOLO: Yes.

MR O'DONOVAN: Okay. Is apples generally a commoditgt’s internationally
traded? Is there an international market for them aitinternational price?

MR CERAVOLO: I think it's a good commodity because #&'good keeping
commodity as far as transport, like it takes 18 day$erbat to get them over
there, so they've got to be pretty sound to be able to gettbere in good condition.

MR O'DONOVAN: Okay. But are there a lot of growavho would sell
internationally or are you unusual in having that expoH - -

MR CERAVOLO: No. There is quite a few companies thait.

MR O'DONOVAN: Okay. Do imported apples ever competinvustralian
apples at the retail level?

MR CERAVOLO: Not so far, no apples are allowed to ggtarted into Australia
yet.

MR O'DONOVAN: Allright. Then going to the other céglicity markets that you
sell into, do you just sell them to wholesalers onvthelesale floor of the relevant
city market?

MR CERAVOLO: Yes. We sell to wholesalers on tHeokesale floor but we also
do like Coles as a national supplier. We do nationalle£as well. We’re one of
their core suppliers for apples so we might supply i§lBane gets short of apples or
something, we’ll supply direct into the Coles there ititeir DC.

MR O'DONOVAN: Yes, okay. Now tell us about the amgament or tell us
whatever — firstly whatever elements you can tell wiapublicly about the
arrangement with Coles. Is it —firstly, do you havera term written agreement
with Coles?

MR CERAVOLO: Well, we've been with Coles for prditya40 years now.
There’s no written agreements, it's all verbal betr¢his a certain element, |
suppose, of we are one of their core suppliers so thwytte to us first. If we can'’t
supply what they want then they’ll go elsewhere.

MR O'DONOVAN: Right, okay. So there’s no writteamply terms - - -

MR CERAVOLO: No, definitely not.
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MR O'DONOVAN: - - - provided to you.
MR CERAVOLO: They will never do that | don’t think.

MR O'DONOVAN: Right, okay. So then in terms of ttiming of how price and
guantity is worked out, how are those elements negotateédgreed?

MR CERAVOLO: We do it on a weekly basis like prettgll every Tuesday we
have a meeting and we work out, we probably work thresksvbehind. We set our
specials and we go from there.

MR O'DONOVAN: Okay, and it’s at that point that thiell you the price they’re
prepared to pay and the - - -

MR CERAVOLO: Yes. They call it negotiating.

MR O'DONOVAN: Yes. Okay. Interms of the waywhich market price is set,
does it have a relationship to what you can get in thelegale markets?

MR CERAVOLO: Definitely. It's a good guide.

MR O'DONOVAN: Right, okay. If they were to comeyou offering you a price
that you thought you could better at in the wholesal&ketavould you redirect
numbers or amount of produce to the wholesale market?

MR CERAVOLO: | mean, you would have to be pretty cdrbfw you would
redirect numbers because — | suppose you could probablysaye just a bit light
on” or something like that. You wouldn’t go straight and say to them, “Listen, |
can get more somewhere else”.

MR O'DONOVAN: Right, okay.

MR CERAVOLO: That could be a bit detrimental to yousiness.

MR O'DONOVAN: Right, okay. Again this mightn’t be a aiien necessarily you
want to answer in public but in terms of negotiating witheS when you go and set
down a set price and a quantity, do you feel that you hawvera that negotiation?
MR CERAVOLO: Within reason.

MR O'DONOVAN: Right. Do you believe the price thatu will get from them
will represent a fair market price based on the supplyd@mand conditions in

the - - -

MR CERAVOLO: It has to be a fair price. | meare 8mart operators, if you don't
get a fair price you just don’t supply, simple as thatuMonot there to lose money.
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MR O'DONOVAN: Yes, okay. So then in terms of hgau approach those
negotiations in relation to your costs, do you havertam view about what return
given the cost of growing the product - - -

MR CERAVOLO: Yes.
MR O'DONOVAN: - - - what the return should be?

MR CERAVOLO: Yes. Definitely. | mean, this yelaas been a hard year. We've
paid a lot of money for water. We're struggling to get simepples. So for those
apples that are that little bit bigger we have to demditdeabit more money for
them just to cover a lot of our expenses.

MR O'DONOVAN: Sure.
MR CERAVOLO: Fuelis another huge expense of ours.

MR O’'DONOVAN: Okay. So in terms of your ambitions @ business man to earn
a margin above your costs - - -

MR CERAVOLO: Yes.

MR O'DONOVAN: Inthe operating market at present yava able to achieve a
cost plus margin?

MR CERAVOLO: On some lines you can. Some lineswesy hard. If there’'s a
big influx of a certain line and everyone — and all ohage got it together and all at
once like as an example if the Pink Lady’s this yeaabse of the dry conditions the
actual background of the apple is going a bit yellow andakeur is not quite there
and you really have got to offload those apples becauseaydtustore them or
anything. So, you know, that’s a line that you probably wordke anything out of.
You sort of cut your losses and try and cover it.

MR O'DONOVAN: But in those circumstances it igtBupply conditions that are
preventing that rather than the fact that you're fa@nly a small numbers of buyers
on the other side?

MR CERAVOLO: I'm not sure what you're asking there.

MR O'DONOVAN: Is it because you haven't been abl@toduce apples that
meet - - -

MR CERAVOLO: Specifications?

MR O'DONOVAN: - - - specifications that you can't gebr is it because there are
too many people producing apples of that quality?
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MR CERAVOLO: | think it's more that we're not memgi their specifications,
more than anything else.

MR O'DONOVAN: Okay. Inthose circumstances, whlat product be rejected
and disposed of through the wholesale market or - - -

MR CERAVOLO: Yes, some of it will, but you can vasgecs as well a little bit
with them, within reason, but it has to be — like, it ttago back to Melbourne and
then come back to Adelaide to make sure that they'vepteté. Otherwise, what
you do is you offer them, say, if they order - an apipde hasn’t got enough colour,
you'll put it in a pre-pack and you’ll move it that wayll ibe just a discounted line.

MR O'DONOVAN: Okay. Again, that will be negotiated ateoof your weekly
meetings?

MR CERAVOLO: Yes, definitely. Yes, you'll plan adu

MR O'DONOVAN: Yes, okay. Allright. So in termd the delivery arrangements
where produce is either accepted or rejected - - -

MR CERAVOLO: Yes.

MR O'DONOVAN: - - - could you tell us how it is delived and when you know it
has been accepted and when you're going to get paid thel quyrese?

MR CERAVOLO: Yes. Well, we've — we’re given a sdétspecifications from
Coles. This is solely talking about the supermarketsuseca the Adelaide Produce
Markets we don't have — so a set of specificationsveay A greengrocer will
come in, he will look at the product and if he likedh&;ll buy it. Whereas the chain
stores, you go to just one DC. As an example, saan@rSmiths, they can only
have one centimetre squared of russet on it. Thegmgrhave one slight marking
on it. If they find more than, say — | think it's threefour applies in that whole box,
they’re only going to look at two boxes, and if they fimatboxes out of that pallet,
they’ll reject the whole pallet, they won't even loakany more boxes, they will just
reject the whole lot. So you've got to take it all bagpack it, and do whatever you
can with it.

MR O'DONOVAN: Right. How quickly do they do that?

MR CERAVOLO: On the — if | take — my delivery time i&e — it’s, say, 8 o’clock
in the morning. By, say, 10 o’clock I'll know what’s happeed, if there is any
problems.

MR O'DONOVAN: Okay.

MR CERAVOLO: Theywon't do it straight away becatisey’ve got so many
pallets coming in. They have like a certain sectionre/ieey unload everything in a
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cool room and then one person’s in there and he justysthhecks everything off,
pallet-by-pallet,, and once it goes into the DC thenatcepted.

MR O'DONOVAN: Okay. How long then will you have teait for payment?

MR CERAVOLO: Payment? Payment is normally arourdveeks with the
supermarkets.

MR O'DONOVAN: Right, okay, and that is - - -
MR CERAVOLO: Yes, that’s pretty standard, for mofthem.

MR O'DONOVAN: Right. Were you able to — have you — tfe increased in the
last four or five years in terms of the delay in paymens ¢that - - -

MR CERAVOLO: | think it was four weeks but it went kao six weeks in the last
few years but that was, like, maybe in — three yearstagas four years and then
maybe it’s five and now it's six.

MR O'DONOVAN: Right.

MR CERAVOLO: That's about where it is now.

MR O'DONOVAN: Okay. Did they just notify you of tHat

MR CERAVOLO: Yes.

MR O'DONOVAN: Right. So you weren't able to negotiate an issue like that?

MR CERAVOLO: No, there was just a letter saying thsuch-and-such payments.

MR O'DONOVAN: Right, okay. So then if product is ratcepted then you pay
for transport back to your - - -

MR CERAVOLO: Yes.

MR O'DONOVAN: Or do you direct it then into the wlesale market of the
relevant capital city?

MR CERAVOLO: Well, normally what we do, becausenealelivering again the
next morning, we pretty well deliver every day theresty, to —to DC.

MR O'DONOVAN: Yes.

MR CERAVOLO: My boys will deliver, they’ll unload, aritien they’ll load up, if
there’s — the ones from yesterday, if there’s any profleBut if you stick within
the specifications you're pretty well right, you dof’t might have maybe one
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problem a week, if I'm lucky. You know, that’s aboutyibu’ve got to pretty
careful.

MR O'DONOVAN: Okay. Out of how many deliveries wouldeo- - -

MR CERAVOLO: We deliver every day.

MR O'DONOVAN: Yes.

MR CERAVOLO: We top them up at lunchtime as wélthey need topping up.

MR O'DONOVAN: Right. So when you say you have “g@reblem a week”, that
is one in five.

MR CERAVOLO: Yes, one in six because it's Mondaystiurday.
MR O'DONOVAN: Right. Would that affect the wholemrsignment, the problem?

MR CERAVOLO: No, but if you have like a consistenelthat you've got to —
like, if you put in Granny Smiths today or a line of whatey@u're putting in, if you
have a problem today they will look at it and they waay anything. But if you
have recurring problem the next day then they’ll say, kimow, “Be careful”
because then if you have a third problem — there are -dthéyeaten a little bit,
they say, you know, “You'll get a holiday” or somethin§o you've got to be a bit
careful.

MR O'DONOVAN: Sure, okay. But when they say thagttmeans your quality is
not up to standard, we’re going to be looking at other sugplie

MR CERAVOLO: Yes.
MR O'DONOVAN: When they say “a holiday?”
MR CERAVOLO: Yes, yes.

MR O'DONOVAN: Okay. Have you ever experienced awinstance where the
wholesale market was falling below the agreed priceythathad with Coles - - -

MR CERAVOLO: No.

MR O'DONOVAN: - - - and felt that they rejected tbensignment because it
wasn't — because they could source it at a better gatber than - - -

MR CERAVOLO: | don't have that problem.

MR O'DONOVAN: Okay. So -- -

.ACCCGRO 28.4.08 P-55
©Auscript Australasia



10

15

20

25

30

35

40

45

MR CERAVOLO: | have never had that problem, any way.

MR O'DONOVAN: Right. So your experience is if thegject it for quality
reasons, there is — it has not met their specifinafio

MR CERAVOLO: Yes, but we have a pretty good understanditigour people
here.

MR O'DONOVAN: Okay. So in terms of your business, wypercentage of the
fruit on your property is disposed direct to a supermarke? .

MR CERAVOLO: To supermarkets?
MR O'DONOVAN: Yes.
MR CERAVOLO: | would say between 30 and 40 per cent.

MR O'DONOVAN: Okay, all right. Then looking at thehalesale side of the
business?

MR CERAVOLO: Yes.

MR O'DONOVAN: You actually operate a wholesale pressiat the Adelaide
Markets?

MR CERAVOLO: Yes, yes, Adelaide Produce Markets.

MR O'DONOVAN: Okay. How much of your produce would yaail $hrough
there?

MR CERAVOLO: Probably around 60 per cent.

MR O'DONOVAN: Okay. In relation to those produdi®w is price set?

MR CERAVOLO: | suppose it's really set overall.kgj if | know what I'm getting
from a supermarket and then what I'm selling in the maikptetty well averages
out the same, | think, any way. Well, that’s the wdp business. | don’t go giving
the supermarkets any favours over the greengrocers, you itie just a conflict
after, you're just competing against your own product, nsilly to do that.

MR O'DONOVAN: Yes, okay. Are you able — how many otihéwlesaler
operators are selling applies in the Adelaide Markets?

MR CERAVOLO: there would be probably another five iar at least.

MR O'DONOVAN: Right.
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MR CERAVOLO: That's wholesalers.
MR O'DONOVAN: Yes.
MR CERAVOLO: Yes.

MR O'DONOVAN: Okay. Is there —and the price — ddesiiharket work so that
there’s a particular price set on the day, having regahdwomuch supply there is in
the market?

MR CERAVOLO: Yes, or as an example, yes, if — thar®y Smith applies again.
They — we know we’ve got ample time to sell those andkwesv the growing
conditions, what it's been like this year, and, you knib¥im selling at $25 a carton
or whatever it might be here — at, it doesn’t take lelmget around the market to
know what prices are doing. So, | mean, other growers damit to be undercutting
themselves so, you know, they're not really — once y@got a customer base,
you’ve pretty well got a customer base. If you lookrafteur customers, they’ll
always look after you.

MR O’'DONOVAN: Okay.
MR CERAVOLO: Sol find it not too difficult

MR O'DONOVAN: Right. So who are the customers wiool gervice through the
wholesale part of the business?

MR CERAVOLO: Well, they're all the small greengroge
MR O'DONOVAN: Okay. Any of them trading under IGA baamror - - -

MR CERAVOLO: No, they're independent again, like — theg’'te there’s some
of them that do trade off the market floor but we aldixe, a bit of our provedoring
business, we do like the Romeo/Foodlands, people like Thay're sort of — |
suppose they almost like get their deliveries direct. dd/almost all their lines into
their stores so we do that. That’s a different bissragain.

MR O'DONOVAN: Okay. Does Metcash interact withuyovholesaling business
at all?

MR CERAVOLO: Actually, this year was the only tinied ever been to a
Metcash where they’ve actually invited us to a meetitgythe first time that they've
invited us to a meeting and wanted to put us all under -hah| tan't really speak
about.

MR O'DONOVAN: Sure.

MR CERAVOLO: That’s a hard question, that one.
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MR O'DONOVAN: Okay, that’s fine.
MR CERAVOLO: Yes.

MR O'DONOVAN: But they're not just a party thatttes on the floor, on the
wholesale market?

MR CERAVOLO: Not at all, no, no.
MR O'DONOVAN: No.

MR CERAVOLO: No, they do all their grocery side of djgn | think, but the fruit
and vegetables is all done independently by people in theetna

MR O'DONOVAN: Right, okay. To what extent doe® tprice of apples in other
cities, at other markets like the Flemington Marketsuerite the price on the floor
in Adelaide?

MR CERAVOLO: If they have a big fluxing of apples ovkette from, say, Battalo
at a certain time of the year, if they’ve got a lohail-marked stuff, because they do
tend to get a bit of hail mark and that up that way, @n@e. If they’ve got a big
influx of applies, it’ll drag our market down a bit.

MR O'DONOVAN: Right. If markets are short elsewdgewill you find that you're
getting orders through the Adelaide Market, from nationgkbs?

MR CERAVOLO: For sure, for sure.

MR O'DONOVAN: Right. So generally speaking, do you khihere is a close
relationship between the wholesale price of applesdielaide and, say, the
wholesale of apples in Brisbane?

MR CERAVOLO: Yes. Well, we get our — well, | loak all of them every day,
each market, what’s going on in each market.

MR O'DONOVAN: Right. Do you ever chose to direct sypid a market that
looks short in another city?

MR CERAVOLO: Not if I've got plenty of orders here.
MR O'DONOVAN: Right.

MR CERAVOLO: It’s not that I'd cut the people out bgust to supply over there,
you’ve got to keep everybody happy.

.ACCCGRO 28.4.08 P-58
©Auscript Australasia



10

15

20

25

30

35

40

45

MR O'DONOVAN: Right, okay. Interms of the relatiship between the
wholesale prices that you are able to get and the peieds that you see products
selling for, have you noticed a change over time?

MR CERAVOLO: With some of the retailers, it id# disappointing. With some
of the lines I've seen.

MR O'DONOVAN: In what respect?

MR CERAVOLO: I'll give you an example because this kesal | took particular
notice of a lot of lines that were out there. Wk esggfruit on our stand as well and
eggfruit was around $4 a kilo. Probably top.

MR O'DONOVAN: Sorry, if | can just stop you ther&Vhat is eggfruit?

MR CERAVOLO: Eggplant.

MR O'DONOVAN: Oh, you mean eggplant?

MR CERAVOLO: Yes. It's a fruit. | saw that adtised at 10.99 at a retail end
and | thought — I couldn’t believe it.

MR O'DONOVAN: That was an independent retailer anaor supermarket?
MR CERAVOLO: That was, it was actually a Foodlastize.

MR O'DONOVAN: Okay, and what was it selling for ine wholesale market?
MR CERAVOLO: Off the actual market floor itself, fpably $4.

MR O’'DONOVAN: A kilo?

MR CERAVOLO: Even if the people delivering were to makenething out of it,
it's still — there’s certain lines that | don’t undenstl how they price them.

MR O'DONOVAN: Right. Okay. When did you start imet business, the apple
business?

MR CERAVOLO: Myself?
MR O'DONOVAN: Yes.
MR CERAVOLO: When | was probably about ten years old.

MR O'DONOVAN: Okay.
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MR CERAVOLO: No, I left school about 15. 15 yeard when | left school and
I've been home ever since.

MR O'DONOVAN: Okay. So you've been observing the flanid veg market 15
years?

MR CERAVOLO: Me?
MR O'DONOVAN: Yes. 20, 30?
MR CERAVOLO: Oh no. 25 years now.

MR O'DONOVAN: Okay, and in that time, just from yoperception, from what
you’ve seen, is it your view that the retail margiasdstarted to creep up compared
to how they were, say, 10 years ago?

MR CERAVOLO: | think so a little bit. From my ownbut the trouble is, it's all
right for me to say my own view but | don’'t know wieadpenses they’'ve got as far
as rent. | know what my expenses are but | don't istdied what their expenses,
how much they’ve got.

MR O'DONOVAN: Right.

MR CERAVOLO: That’s the only thing. Like | wouldn’t judgeybody unless |
knew what their running costs were.

MR O'DONOVAN: Sure but in terms of just looking at tiwbolesale price and the
mark up as a percentage of that wholesale price, youmdeslthat that percentage
has been increasing?

MR CERAVOLO: | think a little bit. | think they get dtle bit carried away
sometimes.

MR O'DONOVAN: Sure and has that been, is that anetténg? Have you felt
it's got worse in the last one or two years or do \eml it's been a steady trend in
the last 10?

MR CERAVOLO: I'm not sure if they're trying to compeisdor certain lines that
they give away very cheap, so it’s hard for me to judge thé have to really be out
there looking at all the prices on all their items.

MR O'DONOVAN: Okay. Allright. Then in terms dlie wholesale market itself,
are you aware of the major supermarkets entering thalesdlde market either to top
up or to buy specials? Do they do that?

.ACCCGRO 28.4.08 P-60
©Auscript Australasia



10

15

20

25

30

35

40

45

MR CERAVOLO: They used to do a lot of what theyl sabt buys. Not so much
any more. They still do do that and they do ententhgket just to see what’s going
on around the marketplace. | suppose it's a good judgesfor, th good guide.

MR O'DONOVAN: Allright. Do they do much actual bung, though, from
yourself as a wholesaler, for example?

MR CERAVOLO: No, not really. Not really. Not offetmarket floor. Very
minimal now. Very minimal.

MR O'DONOVAN: Okay. Interms of the amount of thelume of fruit and veg
sold, do you have any sense of how much they would — frdivag that sold
domestically — do you have any sense of how much thesiywermarkets, Coles and
Woolworths, would control in terms of the buying side?

MR CERAVOLO: In this state orin - - -
MR O'DONOVAN: Well, starting with South Australia.

MR CERAVOLO: | think South Australia is probably thelypstate out of all of
Australia that probably is very strong as far as tidependently — | would say that
the supermarkets probably, | don’t know, between 40 and 5€epéet would say
here, at least and the market and the independents wotlld best, which is pretty
strong compared to some states.

MR O'DONOVAN: Okay, and nationally? Do you haveense of - - -

MR CERAVOLO: Nationally I think they're getting strongéhe supermarkets.
MR O'DONOVAN: So it would be more than 50 per cenfrait and veg?

MR CERAVOLO: | think so. Personally I do, yes.

MR O'DONOVAN: Okay. If we were to include exportersd alternative, would
it be that high or is it only in products where theressemport market?

MR CERAVOLO: Exportis a very — anybody that does expmu’ve got to be
pretty good to make money out of export. Like it’s juss,athard market. Like we
don’'t have no subsidies from our government whatsoeveosts us something like
$7 or $8 a box to get — land apples into India. You caihe insurance,
everything. Like at the end of the day we're really viluaiorking for maybe 50
cents a box for apples but we’re trying to offload a éewof our markets so that our
market doesn’t just crash.

MR O'DONOVAN: Okay. So it's a way of sort of coatling the volume?

MR CERAVOLO: Stabilising the market a little bit.
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MR O'DONOVAN: Yes. Okay. Now do you sell any produztWoolworths?
MR CERAVOLO: No. | don't deal with that supermarkegat.
MR O'DONOVAN: Right.

MR CERAVOLO: And that’'s only Coles and the Foodlandd the independent
Adelaide Produce Market and IGAs.

MR O'DONOVAN: Is there a reason that you havenineoto deal with
Woolworths?

MR CERAVOLO: | suppose we've started with Coles smynyears ago and
we’ve been always loyal with them and | think they’sied to be as loyal as they
can back with us.

MR O'DONOVAN: Right. So as a grower, do you see sppgcific problem that
we should be looking at as a result of Coles and Woohsdraving such a large
proportion of the retail trade in fruit and veg?

MR CERAVOLO: Well, I wouldn't like to see them gettitgp much stronger,
that’s for sure.

MR O'DONOVAN: Okay, and why is that? Is there a sfieproblem that you've
had?

MR CERAVOLO: Well, once you'’re, say, committed w&@ per cent of your
produce to a certain customer and that customer saya ‘drdy pay $25 for Pink
Ladies this week,” well, then that’s it. You doreally have much of a choice, do
you? Where are you going to sell all this product? &oktin the future we’ll get
pretty tough.

MR O'DONOVAN: Sure and at present, when Coles iatlis to you that they
want to give you a price that you’re not happy with, waratthe alternatives?

MR CERAVOLO: Well, they’re not strong — they're nquite that strong yet where
they can sort of bully us around.

MR O'DONOVAN: Right. Okay. So you feel that in therrent market
conditions, you've got realistic alternatives?

MR CERAVOLO: We've got a little bit of a say, thafts sure. At the moment.
At the moment.

MR O'DONOVAN: Sure.

MR CERAVOLO: Ifit ever gets to that stage, wellllsup, that’s it.
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MR O'DONOVAN: Okay, and in terms of if you werewathhold supply to Coles,
are there plenty of other suppliers who will cometia particular price?

MR CERAVOLO: Yes. We do get a lot of competition Mittoria is our biggest
competitors here, being such a close market and theffetcspecial buys which are
just, you know, apples that are just a little bit out otsge they’ll bury the specs
and they’ll put them in, could be anything up to eight, $10 achemper but it is a
cheaper line and it does reflect on their sales afigrou know, it's a good thing for
the first few days but then over all in the couplevetks, people don’t go back.
They're not repeat buyers because that line was raaligferior line. It wasn'’t
really what people were expecting.

MR O’'DONOVAN: Is there any point at which your retatship with Coles gets
renegotiated, or is it really just expected that yoliseill a proportion of your crop
to them and then you’ll agree a price and volume at &pkt point each week?

MR CERAVOLO: No, normally they come over once arygom Melbourne, and
they just discuss how things are going, and how we camnisiodss better together.
That'’s pretty well it, once a year and then we maiall to our — if there’s any
problems, we’ve got their numbers where we can justleh®&n or whatever, and
they’ll come back to us and sort it out.

MR O'DONOVAN: Does that effect your planting decisiarsyour water
purchasing decisions, those kinds of decisions?

MR CERAVOLO: Before Coles was taken over a fewryemo, there was a bit of
a — they had a forum where people were asked — well, Gelesactually telling us,
like, as an example, Sundowner apples are going to hepéntaat’s going to be
advertised a lot in the next few years, so they’'d tikeee us planting a bit more of
that, and certain varieties. So that’s the roadthe@path we headed down to cater
for what they wanted. Plus our marketplace was changimgel, so we knew that
already, pretty well.

MR O'DONOVAN: Right. So they do sometimes give yoguide of what their
purchasing behaviour is going to be?

MR CERAVOLO: Yes, sometimes.

MR O'DONOVAN: Does that help you with investment dsgans?

MR CERAVOLO: Definitely.

MR O'DONOVAN: Okay. Given a choice between selli@D per cent onto the

wholesale market and having this relationship with Coles, wbatd your
preference be?
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MR CERAVOLO: You need both, that's the problem, ¢ostable. It needs both, |
think.

MR O'DONOVAN: Now, it's been suggested to us that lseathe supermarkets
are so big, that if they withhold demand for a short pefada particular product,
then they can artificially create an oversupply of raduct? Have you ever seen
behaviour where you think that they’re holding off buyingioderbuying?

MR CERAVOLO: Yes, I think the only disappointing thirigat | can see in the
market, being in there everyday myself, is that if ohhe chain groups have, say,
got broccoli on special, all of a sudden, broccoli istsort within the market, and yet
they could be out at $1.99 a kilo, and people on the méoketcan't even buy them
for that sort of price. So that’s where these greecags would actually virtually

not making any money, they will sell just to match thbat,they have tightened up
the whole market, because they are pretty well cleanireyeything.

MR O'DONOVAN: Right.
MR CERAVOLO: So, yes, these are instances whergdHike that happen.

MR O'DONOVAN: What they have done is effectivelyamge a whole lot of
direct orders with broccoli producers?

MR CERAVOLO: That's tied them up.

MR O'DONOVAN: Yes. Knowing that there’s a speaalming in two weeks
time?

MR CERAVOLO: They work themselves three weeks aheatiey can tighten the
market up like that.

MR O'DONOVAN: Okay. So the net result is that comgus shopping at Coles
and Woollies can get it for $1.99, but it's selling at veisale level at much higher?

MR CERAVOLO: It can be up to 2.50, and some of thosergyecers will lose
that 40 cents, 50 cents, just to match them.

MR O'DONOVAN: Right, okay. But this presumably istraeliberate market
manipulation from the supermarket, or perhaps I'll asldiffarent way.

MR CERAVOLO: | can't answer that one.
MR O'DONOVAN: No. Butit's — there seem to be lexgiate reasons why they

would want to tie up those direct contracts at fixed pricedeliver a special to
customers.
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MR CERAVOLO: Yes. They pretty well work, from whiatan understand — like,

| mean, I've been dealing them for a long time, they a gear to year, if you look,
they pretty well certain lines certain weeks that tkieyw is in — and there are times
when they do make mistakes, where broccoli is not qsifglentiful as what they
thought, so they try and grab everything they can just terdatreir orders, and that
will create, you know, it’s all about supply and demandt sall create a price
skyrocket within the market, because there’s less gaiagtihe market.

MR O'DONOVAN: Sure. Will they also be entering tiwdolesale market to top
up supply?

MR CERAVOLO: Yes, they'll try and buy whatever thean off the market floor.

MR O'DONOVAN: Right. So in some circumstanceg\thvill be suffering the
effects of the shortage of say, broccoli?

MR CERAVOLO: Yes, they do as well, from time to &m

MR O'DONOVAN: Okay. But have there been any otharples where you
think that their substantial presence in the market &dsh impact on the market?

MR CERAVOLO: Not so much in our market, | don't think.

MR O'DONOVAN: All right. Have you ever seen any suppose, deliberate non
buying with the effect that there’s a — produces some opphg or ongoing
oversupply in the market?

MR CERAVOLO: [I've never had that from our buyers.

MR O'DONOVAN: Okay. Now, the — presumably you're awaf the horticulture
code?

MR CERAVOLO: Yes.

MR O'DONOVAN: Okay. As a wholesaler, you have twde by that in relation to
your — the growers who sell to you?

MR CERAVOLO: Yes.

MR O'DONOVAN: Okay. Are there elements of that caldat don’t apply to the
major supermarkets, or the major supermarkets don’t abide oy whbu think they
should have to abide by, or which it would be an improverteeydur business if
they did apply to the supermarkets?

MR CERAVOLO: Well, I think they pretty well abide byaf it's pretty easy to
abide by that rule, because if their negotiating a pritieeafarm gate, virtually that’s
what it's saying, more or less, the negotiated priceeafathm gate, and as long as
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that product was within specifications — they’'ve reallyigpretty easy, | think the
people in the wholesale market are the ones thatd@vie hard, whereas the
supermarkets will only buy that certain line, they wapecifications, that’s what
they want. So everything else, which is just undergpacification, will come back
into the market, a lot of that product will, and thewiil be up to the market to try
and work out what is actually worth that, what it ¢sually worth, like if Coles
demand Pink Lady’s to be 70 per cent colour and more, whahdo, then what
happens to the apples that are 50 to 70 per cent coloured,avhistill very good
apples, they will come into the market but people wpajt as much money because
Coles apples are a little bit better looking, so thisasth a little bit less. So as far as
the pricing, it's — it’s very difficult to determine pricestil you know what you've
got. That’s the only thing | find difficult, is that atlof growers, what they perceive
as being very good, | call average. So that’s whegdl# down a little bit, 1 think.

MR O'DONOVAN: Okay. But would the horticulture code appy to Coles or
Woolworths change that?

MR CERAVOLO: | don’t think it will effect them thainuch, no.

MR O'DONOVAN: Okay. Now, you indicated that you dbhave a written
contract with them.

MR CERAVOLO: No.

MR O'DONOVAN: Presumably — well, if the horticultucede applied to them,
they would have to have a written contract with you.

MR CERAVOLO: Yes.
MR O'DONOVAN: Would that make any difference to you?

MR CERAVOLO: It wouldn’'t make any difference, becausenegotiate the
prices before the product leaves.

MR O'DONOVAN: Okay. Do you think it would make any diféace to their
rejection practices in terms of timing?

MR CERAVOLO: No, because they have got a set of spatifins, and as long as
you deliver within that specification, you won't have gmgblems. That’s what
they come back with.

MR O'DONOVAN: Sure. They have timely notificatiof r@jection?

MR CERAVOLO: Yes.
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MR O'DONOVAN: Yes. Okay. So do you see any needherdupermarkets to
be — do you see any advantages to you if the horticultae applied to a
supermarket, to the major supermarkets, as a grower?

MR CERAVOLO: | don't think it would really make any tifence. Like, | don't
think really things have changed all that much since thichtture code of conduct
has come in, to be honest. Because | look at itnthis with good growers, before
the product even came to market, with my better grqwérgh are very good
growers, we will always negotiate a price before anythorges down, like, they
just will not — any growers that just sell consignmergytve got to be silly. You've
got to work some sort of agreement out before the prdelaces. | mean, otherwise
you’re just sending stuff blindfolded, there’s no conttala |1 mean, any good
wholesaler can sell anything, | mean, if it's set dowrcomsignment, and it’s just —
please sell, well, anybody can be a good salesmarhbite 5o there’s got to be
some control.

MR O'DONOVAN: Yes, all right. So in terms of therticulture — in terms of the
way in which you sell with your good growers — so you agrpece before it
leaves?

MR CERAVOLO: Yes, pretty well. We pretty well — hask me, like, what am |
expecting to get for it, and I'll say, broccoli todaysiks, and if | got 15 today, we
talk every morning with our growers, well, say todaygee¢ 15, and then we work
off that.

MR O'DONOVAN: Do you take it on a cost plus basisaasagent or do you take
property in the goods, or do you take it on a mercharngdas

MR CERAVOLO: No, we’ll negotiate the price like, say the Monday, and we’ll
pretty well say — say broccoli is $14, he'll say yesll ievoice it in at $14, and we
just pay off of that.

MR O'DONOVAN: Okay, with an agent’s percentage?

MR CERAVOLO: No, we just make like, I'll set it for $1Bake a dollar, $1.50,
whatever it might be.

MR O'DONOVAN: Okay. Interms of — how many lines douysell through your
wholesaler?

MR CERAVOLO: I'm not sure. Could be probably anything up to.400
MR O'DONOVAN: Up to 400, that’s different - - -

MR CERAVOLO: That's over the season, like stonatfr We sell all sorts of
things.
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MR O'DONOVAN: Okay. Is it all done on that basis?
MR CERAVOLO: Yes.
MR O'DONOVAN: Do all wholesalers in the marketlsah that basis?

MR CERAVOLO: I'm not really sure to be honest, asdathat. That's the way |
do my business and | find it's good for the growers and it'silgoothe mark-up. |
probably think a little bit different than some wholessli@ the mark-up. I'm there
to try and get people to eat as much fruit and vegetalhegppossibly can so | try
and be as fair as | can to the retailer so that ¢taeyhopefully go out at the right
price so people will buy more fruit and vegetables.

MR O'DONOVAN: Right. When you agree these pricethwie grower that’s
done based on the market reports from the previous day?

MR CERAVOLO: Yes. Theyll know what Sydney is dgi they will know what
Brisbane is doing so, you know, if you try and — | suppogeuftry and do anything
silly with them and go down $4 under the mark or whatevaight be, they'll just
say they haven't got them or — you know, “You'’re way dutan’'t supply you.” |
mean, there’s got to be a bit of common sense.

MR O'DONOVAN: Sure. Interms of rejections, dowye if it arrives and you're
not happy with it, do you renegotiate at that poini@rou just send it back to
them?

MR CERAVOLO: | mean, if the product is not what theid me, yes, definitely.
MR O'DONOVAN: Does that happen?

MR CERAVOLO: | normally email them. I'll take s@photos, I'll email them,
we’ll negotiate and normally | don’t have any problems.

MR O'DONOVAN: Sure. Yes. So it's not a common peghlthat things are
arriving in unsaleable states?

MR CERAVOLO: No. You've got certain people that you wnahat — you expect
a certain job out of it. | mean, when things anelhbke, when it’s really hot or
something and, you know, the lettuce could be little bit bonrthe leaves or
something, | mean, it’s just things that you know.

MR O'DONOVAN: Now, in terms of the things that hawepacted on your cost
calculations, when you decide what it is — what your tgsgee is going to be for
apples that you want to sell.

MR CERAVOLO: Yes.

.ACCCGRO 28.4.08 P-68
©Auscript Australasia



10

15

20

25

30

35

40

45

MR O’'DONOVAN: What has been — have there been eatéactors that have
pushed up the price — pushed up your costs which are now reiflethedwholesale
price that you're prepared to agree to sell?

MR CERAVOLO: | suppose it would be outgoings, like fuBuel is just really —
the farmers are really paying a lot for fuel even witittle bit that we get back from
the government. Water has been probably one of the bifggésrs and it’s like —
it's pretty unstable with the water at the moment. libknces have been really
allocated. | mean, we’ve got licences but nothing hdlyie@en set in concrete yet.
The government has sort of been — they told us 18 mogththat they were going
to do something about it and now they've postponed it angdsrbefore any of the
licences are actually going to be issued and how much aideation they’re going
to give us. So that's probably one of our biggest headachies atoment. Rates
have gone up quite a bit. Chemicals — everything has jgtgid up; it's gone up
quite a bit.

MR O'DONOVAN: Is there a bit impact in the costlabour?

MR CERAVOLO: Labour is huge, especially for us becamges is labour-
intensive. All apples are picked by hand, no machinemeahanical harvesting.

MR O'DONOVAN: Right. So has there been a change imthere a standard rate
for fruit pickers during season?

MR CERAVOLO: Yes.

MR O'DONOVAN: Is that — could you say off the top afyr head what the
changes have been?

MR CERAVOLO: It's gone, like, say, maybe four yeag® gou were paying
people 12 - say $13 an hour and to nowadays you're paying tldzigly about
$18/$19 an hour.

MR O'DONOVAN: Okay. How many kilos of apples coulghiaker pick in an
hour roughly?

MR CERAVOLO: If he can pick three bins of 360 kiloseddt a day, he should at
least be able to pick that or he’s not paying his day.

MR O'DONOVAN: Right. What's a day, 12-hour day?
MR CERAVOLO: Eight.
MR O'DONOVAN: Eight-hour day?

MR CERAVOLO: Yes.
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MR O'DONOVAN: Okay. Now in terms of the actual néigting behaviour of the
supermarkets or, | suppose, Coles, in particular, hawesgen any change over
time? So, say, 10 years ago, did they behave differentigw they behave now
when their market share was perhaps a little less?

MR CERAVOLO: As far as behaving as buyers or somgthin - -
MR O'DONOVAN: As buyers, yes.

MR CERAVOLO: | think they’'ve changed the way they dsibess a lot as far as
in what we call buyer — there used to buyers here ohbe.people that used to
purchase the stuff here used to be buyers, or | usedgsifgithem as buyers. Now
they’re more like orderers. Like, they just — they tpld from Melbourne what to do
and that’s what they have to do; they cannot go offrdneks at all. Like, they used
to be able to buy wherever they wanted, if there wagsabuy or a special buy or
something, they could do something with it, they would dout,now they've got to
stick within those guidelines; they can’t go outside thgpgdelines. So | think
they've actually been restricted a little bit, the nsye

MR O'DONOVAN: Okay. That’s all I have.

COMMISSIONER KING: Yes. Just a couple of questionewlyou mentioned
when you were dealing with Coles that you would negotiatepbefore | think the
fruit leaves your property.

MR CERAVOLO: Yes.

COMMISSIONER KING: Have you ever had a situation vehgou sent off the
fruit, it's been on spec but the price that you then gt foa it wasn’t what you
expected, wasn't what you understood you agreed?

MR CERAVOLO: No. Whatever was on that docket — wenmally deliver with an
invoice and whatever is on that invoice, that’'s whaytbay. If there’s any change
to that, we’ve actually got to both sign off on it.

COMMISSIONER KING: Okay. So the only time you'd gettsmira normal — an
unusual price would be — well, is there ever a situatibares your fruit is not on
spec and they say, “Look, we’ll take a carton but wekd to then negotiate the
cost™?

MR CERAVOLO: No, never.
COMMISSIONER KING: So if it’s not on speg, it’s jureally - - -

MR CERAVOLO: No, that's one thing that they — thegdiso be able to do that
many years ago but now they’'ve got a rule that if it dibeseet the specs, it’s got to
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go back no matter what. You can always bring it back dayain, like the
following day or the week provided you've negotiated something -

COMMISSIONER KING: Yes.
MR CERAVOLO: - -- butit has to go back home anthedback down again.
COMMISSIONER KING: Any idea why they've changed it tatlsituation?

MR CERAVOLO: No. No. Ijust think it's controlleddm Melbourne. They like
to be in control of what’'s happening. Well, Coles’ heditefis Melbourne.

COMMISSIONER KING: That's right. In — what’s tleckname of the head
office — Battlestar Gallatica, | think - - -

MR CERAVOLO: Yes, something like that.

MR........... It goes with the job.

COMMISSIONER KING: Now you said when Coles, whegaes to DC, Coles —
gets a pallet of fruit, they look through a couple of lsoxBlow you said if there
were two boxes that aren’t on spec then the wholetpalll get rejected?

MR CERAVOLO: The whole pallet is rejected.

COMMISSIONER KING: Do you know — | mean, is two bexal they ever check
or, | mean, do they check all the boxes in the pahetthen if two aren’t on spec,
they’ll reject the whole pallet or - - -

MR CERAVOLO: That'’s right.

COMMISSIONER KING: So they actually go through eveoxlin the pallet?

MR CERAVOLO: No. They'll just say — they'll unstadke pallet a little bit and
they might dig down to the third layer and then the@le one box out. Then
they’ll go around to the other side of the pallet, migketone off the top.
COMMISSIONER KING: Yes.

MR CERAVOLO: That's the only two boxes they’ll loaik.

COMMISSIONER KING: Okay. So it’s sort of like thégke a sample from the
pallet?

MR CERAVOLO: Exactly. Like, if you've got 400 boxe$apples of one variety,
they’ll take — out of 400 of one variety, they'll probaltfke four boxes out.
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COMMISSIONER KING: Yes.

MR CERAVOLO: Then they'll have a look at it. Paddly, yes, one in every
hundred, something like that.

COMMISSIONER KING: Yes.
MR CERAVOLO: They'll judge it from there.

COMMISSIONER KING: Okay. Now, a couple of timestjn the evidence
you’ve given us today you've suggested that customers dtg peasitive to a
specification. So you said - well, if it’s not quite ttight colour on the pink lady
apples, if there’s not enough redness in there as oppmgeeen, that sort of
surprises me. | mean, | guess | buy fruit and vegidd'ae never noticed - - -

MR CERAVOLO: That’s as far as greengrocers. Dgettme wrong. When
there’s apple grower, whether the pink lady has got 5@gygrcolour or 80 per cent
colour, it still is the same. It's the perceptionttbame of these retailers, they just
demand that it's got to look really good. If it looks goosklis.

COMMISSIONER KING: Okay.

MR CERAVOLO: Okay. The apple has got to say “Buy.me

COMMISSIONER KING: Yes.

MR CERAVOLO: More or less they'’re telling us.

COMMISSIONER KING: Okay. So it's actually coming bdokm the
greengrocers and presumably that's reflecting their mestbut you wouldn’t have
any direct information - - -

MR CERAVOLO: Yes. Well, that's what they're tialy us.

COMMISSIONER KING: Yes.

MR CERAVOLO: Personally, myself, | don’t think thiatalways the case, that |
don’t really think a pink should be 80 or 70 to 100 per centucoldyou know,
anything between 50 and 70 per cent is quite fine; it stilltbatsame. It's got the
same sugar in it.

COMMISSIONER KING: Okay, but the greengrocers sodayf to you — well, you
know, they don'’t quite

pass it all the time.

MR CERAVOLO: Yes.
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COMMISSIONER KING: One of the other things that ygaid that was
interesting, you said you export to stabilise the marBgtthat presumably you
meant the Adelaide wholesale market?

MR CERAVOLO: Yes.

COMMISSIONER KING: Yes. That tends to suggest -hé&e a bit of a lack of
volume in the Adelaide Markets? | mean, if you asgnosver is able to sort of — as
one wholesaler is able to move that market - - -

MR CERAVOLO: We don't - - -
COMMISSIONER KING: - - -is there a bit of a problewth the volume or - - -

MR CERAVOLO: No, because you won't — you don't seltthdor a start, they
only buy one variety of apple in here because theyteey don't buy a very
expensive apple, it's a Red Delicious apple, that's tkef@gvourite apple which here
is a dying apple, like, people are not really interestdged Delicious. So it's good
to offload that somewhere else because we still gratisian easy apple to grow, it
gets colour easy, it's a simple apple to grow.

COMMISSIONER KING: Yes.

MR CERAVOLO: Butthe people here tend to go more tow&alss, Pink Ladies
and certain varieties.

COMMISSIONER KING: Okay. More generally though, hiete an issue that the
volume of fruit and vegetables moving through the Adelaidekdtas perhaps —
well, have you noticed whether the bulk of it oves;, sbe last 10 years, is that
volume going through the wholesale markets decreasingtandseasing, or is it
about the same?

MR CERAVOLO: If anything, I think it's increased a létbit, yes, which is a good
thing.

COMMISSIONER KING: Yes. Why do you think it's a godurg?

MR CERAVOLO: Because | think — | mean, Coles havedased as well,
everybody’s increased a little bit.

COMMISSIONER KING: Yes.
MR CERAVOLO: So it's pretty well stayed stable. Likike market is still pretty
vibrant. Coles is doing — well, | think they're doing pretigil. Woolworths, |

think, is doing exceptionally well at the moment.

COMMISSIONER KING: Yes.
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COMMISSIONER MARTIN: With the growers that supplywavhat sort of
agreement do you have with them?

MR CERAVOLO: We’ve got an open-book policy where tilegdome in. We're
very close in with our growers, they’ll come in ahéy know what I'm selling for.

COMMISSIONER MARTIN: Yes, but when you trade witteth, when they
supply and you sell in the wholesale market, like, do ywe laam agreement with
them?

MR CERAVOLO: Yes, yes.

COMMISSIONER MARTIN: Yes.

MR CERAVOLO: Yes.

COMMISSIONER MARTIN: Yes,andis it ..... agreensht

MR CERAVOLO: They understand, like — if, say, it cogstamount of dollars to
pack that bin of apples, which we deduct from them, andkhew that we work on
a certain percentage in the wholesale market, if, @ Ladies is 25, we return

around 23 or something.

COMMISSIONER MARTIN: But do you operate as an agerdayou buy the
fruit off them?

MR CERAVOLO: No, | pretty well buy the fruit. Likef we're getting $25, I'll
return them back 23.

COMMISSIONER MARTIN: Yes.

MR CERAVOLO: They know more or less what we do.

COMMISSIONER MARTIN: Why don't you deal with Woolworf

MR CERAVOLO: Because we've been with Coles fotesw, we've just — we're
always under agreement. Like, probably from many yegosadnen dad was doing
them, | think he sort of negotiated with them that tiveye happy with us doing
them, providing we didn't do Woolworths so we've alway$s-a bit of a verbal
agreement more than anything. We’ve stuck with them lzydlways stuck with
us.

COMMISSIONER MARTIN: With Coles.

MR CERAVOLO: Atthe moment, yes.
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THE CHAIRMAN: Mr Ceravolo, you've actually got mebit puzzled because
we’ve heard evidence this morning from the South Austréddamers Federation
that — and it was anecdotal — but that a number of theegs are having difficulty in
dealing with Coles and Woolworths, that they would pr€feles and Woolworths to
be subject to the Horticultural Code of Conduct. Thatetlaee difficulties in terms
of the prices and the terms and conditions of payméhat the terms and conditions
of payment vary and more recently, have involved agemntdre agents are being
paid quickly, that is, in short term by Coles and Woothebut that the growers are
being paid over a long period of time and having to bear thestef payment and
yet you're giving evidence that seems to contradict thegrms of your relationship
with Coles. Now you may want to go into private ses&iot let me ask you simply
a general question. Do you ever go home at night and®ayse so-and-sos,
they’'ve screwed me today?”

MR CERAVOLO: No.

THE CHAIRMAN: Do you want to give anything in private abohat at all? I'm
trying to find out because, you know, we’ve got the FarmedeFration that are
saying to us that there’s a real problem.

MR CERAVOLO: Yes. Butl can't believe that Colesy growers slower than
wholesalers. | find that very — | mean, their terthat is a term that they did give to
us in writing, where they pay all their people — and ywee I've spoken to, they pay
within that certain time. So | wouldn’t know any diffateinless they've told you. |
mean, if that's what they’'ve told you, | don’t knowat'’s for sure.

THE CHAIRMAN: Do you ever feel — you've talked about gie@re of your
produce that’s purchased by Coles is between 30 to 40 perl¢bimk it's not just
Coles. | think it was Coles and - - -

MR CERAVOLO: And the Foodlands.

THE CHAIRMAN: And the Foodlands, yes. 30 to 40 per céhbne of them
started to become very difficult and started to putiypoaiposition where you said
hey, look, I'm being screwed, | don't like this - - -

MR CERAVOLO: Yes.

THE CHAIRMAN: - - - would you be in a position wheyeu could turn around
and say to them, “Well, look, I'm just not going to suppdu any more?”

MR CERAVOLO: Yes. | suppose we're lucky in that wihat we're probably —
our fruit we can pretty well determine where it go¥&s. Our business is very
spread out so we’re a bit luckier than some people. STty | get back to, if
you’re solely supplying one person and they know that goory supplying them,
then they’ve pretty well got you over a barrel, havémety and | think that’s
probably what some of these growers are saying.
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THE CHAIRMAN: Well, now, you've talked of, | think, aumber of wholesalers
that are involved in the same sort of produce as yoaraté guess you know a fair
number of growers in the marketplace. Without namiegnthare the experience of
some of your colleagues similar to yours or have thigrdd significantly from
yours in terms of their dealings with, you know, the Foeddaand the IGAs and the
Coles and the Woolworths?

MR CERAVOLO: Oh look, some people do — are not hapgpfinitely but |
haven’t been put in that situation.

THE CHAIRMAN: Could you identify to us privately, thes, in confidential
hearing, those that are unhappy?

MR CERAVOLO: It would have to be confidential.

THE CHAIRMAN: Yes. Well, perhaps what | might askuyim do; we either go
into confidential hearing or else | might ask you if yeouldn’t mind to perhaps
give us that information in writing?

MR CERAVOLO: Yes, that's fine, | can do that.

THE CHAIRMAN: If you could do that for us, that would tery helpful.
MR CERAVOLO: Yes. Not a problem.

THE CHAIRMAN: Would that suit you, Mr O’'Donovan?

MR O'DONOVAN: Yes.

THE CHAIRMAN: Rather than going into, taking everyand of the room. |
think that would be very useful if we could get that.

MR CERAVOLO: Yes.

COMMISSIONER KING: Are you able to say in public sesdioa sort of reasons
why they're unhappy?

MR CERAVOLO: Oh, like they're saying — like some ofiéhink that they are
getting screwed. I'm not sure of the way that they tiagowith people either. That
could be another problem in itself, so | — it's notIsealit wouldn't be for me to say
why they think because | don’t — I'm not in their businesign’t know their
business so | don't know what they do.

THE CHAIRMAN: Thank you. Thank you and thank you fouytime. You've
been very helpful. Thanks.
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ADJOURNED [2.27 pm]

RESUMED [2.33 pm]

THE CHAIRMAN: All right. Okay, Mr Tony Raschellgerhaps you could just for
the record, state your name and the organisation, thénrthe organisation and then
Mr O’Donovan will take over.

MR T. RASCHELLA: I'm Tony Raschella, I'm Directoif &ruitorama and we're
potato growers and wholesalers and packers.

MR O'DONOVAN: Okay, and does that have a relationstiiih the South
Australian Potato Company.

MR RASCHELLA: Yes, I'm a Director of South Austien Potato Company.
MR O'DONOVAN: So is Fruitorama just a trading name?

MR RASCHELLA: Yes, yes, Fruitorama is a wholesatethe wholesale produce
market.

MR O'DONOVAN: And the South Australian Potato Company?

MR RASCHELLA: South Australian Potato Company we wast pack potatoes.
MR O'DONOVAN: Okay, all right, now, have you besammonsed here today?
MR RASCHELLA: Yes.

MR O'DONOVAN: Okay, and | just want to confirm thgdu understand that it's
an offence under the Criminal Code to give evidence atritjisri that a witness
knows is false or misleading or omits any matter or tinigout which the evidence
is misleading.

MR RASCHELLA: Yes, | understand.

MR O'DONOVAN: Okay, good. Allright, now, in — whatd’like to do first is try
and understand the potato — how the potato market oper&@esth Australia.

MR RASCHELLA: Yes.

MR O'DONOVAN: So firstly, if you can tell us what lein supply of potatoes to
consumers does the South Australian Potato Company hold?

MR RASCHELLA: Yes, what in South Australia or in $twalia?

.ACCCGRO 28.4.08 pP-77
©Auscript Australasia



10

15

20

25

30

35

40

45

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

Well, starting with South Australiand then - - -

What we grow or what we pack or?

Starting with — well, let’s start witthe packing operation.
Yes, what how many we do? What — hoany tons or?
Okay, I'll be more specific, all righ

Yes.

In terms of where you get your potatdwsn, firstly do you

buy them direct from the growers?

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

their crop?

MR RASCHELLA:

MR O'DONOVAN:

No, we grow them in Pinnaroo.

Yes.

And they’re at Peebinga.

Okay, and that’s 100 per cent of all yourgioes?

No, no, that’'s about 50 per cent.

Okay, and where do you get the other 50qest from?
Just from other growers in the didiria the area.
Okay.

Yes.

Do they work on contract to you or dowbuy just some of

Yes, we just buy some of them.

Okay, and do you deal with them directdoryou buy through

the wholesale market?

MR RASCHELLA:

MR O'DONOVAN:

No, we deal with them direct.

Okay, and is there — without obviousling me anything

about the price, when you sit down to talk to them abawing from them - - -

MR RASCHELLA:

Yes.
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MR O'DONOVAN: - - - do they look at the wholesaleqay, the reports on what
the wholesale price in the market is?

MR RASCHELLA: Yes, yes, they do, yes.

MR O'DONOVAN: So there’s a relationship between whdtappening in the
wholesale market?

MR RASCHELLA: Yes, there is, yes. Well, they kntwve prices, they know the
price of washed potatoes, right and we go on the prickanar

MR O'DONOVAN: Yes, okay. Now, have you always gropaotatoes?
MR RASCHELLA: No, we started growing potatoes in 1988.

MR O’'DONOVAN: Right.

MR RASCHELLA: Yes.

MR O'DONOVAN: At that — were you already a packepotatoes?

MR RASCHELLA: No, we were a wholesaler first metwholesale produce
market.

MR O'DONOVAN: Yes.
MR RASCHELLA: Then we went into packing and then intovgng.

MR O'DONOVAN: Okay, now, why did you — what attractgzl to growing your
own potatoes, why did you see that as a good businessddcisnake?

MR RASCHELLA: Well, the reason why is because wated to get bigger, that’s
one way and we thought that everybody would be goingtditezy’d be going
outside the market, so we thought we’ll start growing arttipg ourselves.

MR O'DONOVAN: Okay, rather than having to buy on thiolesale - - -

MR RASCHELLA: Buy and sell, yes.

MR O'DONOVAN: Yes, okay and if you had a choice woydili like to expand
the amount of growing you do or are you happy with thatahB&0/507?

MR RASCHELLA: No, we’re happy with that at the ment.
MR O'DONOVAN: Right, okay.

MR RASCHELLA: Yes.
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MR O'DONOVAN:

So then in terms of what happens te plotatoes once — so you

own the potatoes once they're delivered to the packing - -

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

many - - -

MR O'DONOVAN:

MR RASCHELLA:

Yes, to the packing shed, yes.
Okay.

Yes.

Then how much processing occurs?

Yes, then we start washing. Whatwhoany we do or how

No, no, just what — physically whaappens to the potatoes.

Well, we put them through a rumbler, &ese they come in

dirty and then they go through a machine, getting washewearmpgtade — we grade
the premium and we grade the specials and the numbers2s, ye

MR O'DONOVAN:

Right, okay and then — are they thein terms of packaging,

what'’s the variety of packaging that you do there?

MR RASCHELLA:

In the packaging, we put them in 15 kilms20 kilos, in 5

kilos, that's what we do.

MR O'DONOVAN:

Okay, right and those — the plastigbdull of potatoes in —a 2

kilo bag of potatoes at a supermarket, do you do any tif tha

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

Yes, we do, yes.

Okay, and is that done at the packing -
Yes, all done from the packing shed.
Right, okay.

Yes.

Now, then at that point do you aidy know where you're

going to sell the product?

MR RASCHELLA:

MR O'DONOVAN:

Yes, 90 per cent we do, yes.

Okay, and when is that determined? #rere long-term

contracts with fixed prices? So what'’s the - - -
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MR RASCHELLA: Yes, day to day basis.
MR O'DONOVAN: Day to day?
MR RASCHELLA: Yes.

MR O'DONOVAN: Okay, and again your — and are they tetastomers that
you’re dealing with?

MR RASCHELLA: Yes, we deal with the supermarkets,ritail outlet, yes, and
we deal with agents in other markets too.

MR O'DONOVAN: Right and those agents, are they buyargsomeone or are
they going to sell them?

MR RASCHELLA: Yes, they're buying for the retail ¢ettin Melbourne or in
Sydney or in Brisbane.

MR O'DONOVAN: Okay, so is any of that product beinddson the market floor,
through Flemington or - - -

MR RASCHELLA: Yes, yes.
MR O’'DONOVAN: Right.

MR RASCHELLA: Through the Flemington markets and the s@aty market and
the Brisbane market.

MR O'DONOVAN: Right, okay, so even after — so afyeu’ve processed it, at
least a proportion of your produce - - -

MR RASCHELLA: Yes, it goes to each state every.day

MR O'DONOVAN: Right and is that — does that allke tproduct all originate in
South Australia?

MR RASCHELLA: Yes, all South Australian.
MR O'DONOVAN: Okay, and then it's distributed natiomwle effectively?
MR RASCHELLA: Exactly, yes.

MR O'DONOVAN: Okay, and within the wholesale market ¢here — are there
other competitors as big as you in the potato market?

MR RASCHELLA: Yes, there’s another four.
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MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

Right and where do they — are theytestaased or?
Yes, they're state based, yes.

Which states do they operate in?

What, my competitors?

Yes.

They're all — they're in Virginia, #y're all scatted around

Virginia, in Pinnaroo and in Mannum.

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

In South Australia?
All in South Australia.

Right, okay. Are there major potgtackers in Victoria and

New South Wales and Queensland?

MR RASCHELLA:
MR O'DONOVAN:
MR RASCHELLA:

MR O'DONOVAN:
in South Australia?

MR RASCHELLA:

MR O'DONOVAN:
growing region?

MR RASCHELLA:
washed potatoes.

MR O'DONOVAN:
MR RASCHELLA:

MR O'DONOVAN:
as well?

MR RASCHELLA:

Yes, there is for — that’s for aushed potato.
Right.
I’m only washed potatoes.

Right, okay. So your — all of your maiompetitors are based

All of them, yes.

Okay, and is that because South Austsabiaparticular good

Yes, for washed potatoes South Austiialike state for

Right, okay.
Yes, all because of the soil.

Right, okay and in WA, are they shippedwestern Australia

No, they don’t possess a potato boaM/a@stern Australia.
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MR O'DONOVAN:

Right, okay and do those consolidatdattyou compete with

here, do they also have arrangements with the maparsarkets?

MR RASCHELLA:

MR O'DONOVAN:

Yes.

Okay, and would they have, as far as ye@ware, do they

also buy on the floor of the wholesale markets?

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

No.
No, they have direct dealings with grers?
Direct dealings, yes.

Okay, and so if you're a grower of potasathat ultimately end

up washed, you've got a choice do you of dealing directavithof the four major
consolidators or selling through the wholesale market?

MR RASCHELLA:
markets.

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

Yes, we sell some direct and we seline to the wholesale

Right, okay.
It's about 50/50.

Yes, all right. Now, then I'm goinp ask you some questions

about the arrangements that you have with the majormsapkets. Are you happy
to talk about whether or not you have an arrangementQuaitbs?

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:
arrangement?

MR O'DONOVAN:

MR RASCHELLA:

No, no arrangement.

Do you have an arrangement with Wooilting?
No.

So do you supply them with potatoes?

Yes, | do, yes.

Right, okay and - - -

When you say arrangement, what do yoanrigy

Just an agreement that you will - - -

Just day to day.
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MR O'DONOVAN:

will supply them?

MR RASCHELLA:

MR O'DONOVAN:
and place an order?

MR RASCHELLA:
them up.

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

Yes, all right, so you've got an agreerhwiith Coles that you

Yes.

How is that arrangement communicated@ they ring you

Yes, they ring us up, place an order errimg — we’ll ring

Okay.

Yes.

Then, they'll give you an amount — alwme that they need?
A volume, yes.

Okay, and then — and ask for a price?

Exactly, yes.

Okay, and presumably they can ring ohéhe three other

washed potato packagers?

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

Yes, yes.

Then you either get the order or not?
Yes, we get an order every day, yes.
Right, okay, does the size of the arde-
We're regular suppliers to them.

Right, okay and is the size of the arddf you give them a

particular price do they say, oh look, we’ll only taketXtat price? Is that - - -

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

No.
No, you just tell them the price — thigll you the volume?
We just give them a price, yes.

And you give them the price?
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MR RASCHELLA: Yes.

MR O'DONOVAN: Right, okay and so from the outsidattsounds like you're in
guite a good negotiating position with them?

MR RASCHELLA: Yes.

MR O'DONOVAN: Okay, so you're able to give them — lookyatr costs and
look at what'’s a fair margin and then tell them wihet price is?

MR RASCHELLA: Exactly, yes.

MR O'DONOVAN: Okay, now — and from their point of vietvey can look at
what’s happening in the wholesale market as an alteenspiurce of supply, can
they?

MR RASCHELLA: Yes, exactly right, yes.

MR O'DONOVAN: Do they ever —to your knowledge do you knibtirey enter
the wholesale market and buy washed potatoes?

MR RASCHELLA: They'll buy a share in the marketeyfil buy a little bit in the
market. They'll buy a little bit direct off the grovge They'll buy a little bit
everywhere.

MR O'DONOVAN: Okay.

MR RASCHELLA: Yes, just in case they run short.

MR O'DONOVAN: Yes, all right, and from a particulgrower’s perspective - - -
MR RASCHELLA: Yes.

MR O'DONOVAN: - - - do they — is it really the whedale market that sets what
return a grower is going to get?

MR RASCHELLA: Exactly right, yes, the wholesalarket does, yes.

MR O'DONOVAN: Right, okay, so - - -

MR RASCHELLA: Well, actually it's in the — yes, thholesale market, but New
South Wales will be the most really, because ofibygulation, more demand in
Sydney, yes.

MR O'DONOVAN: Right, okay and the price is simildike - - -

MR RASCHELLA: Yes, similar, yes, just the freigtitference, that’s all.
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MR O'DONOVAN: Right, okay. So there’s really andE&oast market for
potatoes?

MR RASCHELLA: Exactly right, yes.

MR O'DONOVAN: Okay, all right. Now, in terms of pduct rejection, do you
have specific arrangements?

MR RASCHELLA: Yes, they've got specifications.

MR O'DONOVAN: Yes.

MR RASCHELLA: We've got to meet those specificatavery day.

MR O'DONOVAN: Okay, and when will they tell you if hasn’'t met?

MR RASCHELLA: The next morning when they receiventhe

MR O'DONOVAN: Okay, and will they send them straidfatck?

MR RASCHELLA: Yes.

MR O'DONOVAN: Okay, and that’s the arrangement?

MR RASCHELLA: Yes, that's the arrangement or weithke a choice where we
want them to send them, if they want to send them baskll them to another

wholesaler in the markets, it depends where it is.

MR O'DONOVAN: Right, okay and in terms of the reasdor rejection is it being
out of spec the only - - -

MR RASCHELLA: That's right, it doesn’t meet thpex.
MR O'DONOVAN: Is that the only reason they eveveit
MR RASCHELLA: That's the only reason, yes.

MR O'DONOVAN: Okay, and do you believe that they'renket in the way they
return them?

MR RASCHELLA: Yes, because you see washed potalegscan change colour
in four hours, it depends on the weather.

MR O'DONOVAN: Right, okay, but you don’t think that thenanipulate the
market or think they can get a better price somewheee-€l-

MR RASCHELLA: No, no.
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MR O'DONOVAN: - - - and reject it for that reason?
MR RASCHELLA: No, they wouldn’t order any.

MR O'DONOVAN: Right, okay, so — and you've never bggven another reason
for why they don’t want your produce?

MR RASCHELLA: It's just quality.
MR O'DONOVAN: Just quality?
MR RASCHELLA: Yes.

MR O'DONOVAN: Okay, and so in terms of the — howyeasdifficult they are to
deal with, how would you describe them?

MR RASCHELLA: Very good.
MR O'DONOVAN: Very good?
MR RASCHELLA: Yes.

MR O'DONOVAN: Okay. All right and in terms of paymgmhe — do they tell you
how long it is before you'll get paid once the goods acepted?

MR RASCHELLA: No, not really, no. Paying terms hahways been the same for
years since I've been in the business.

MR O'DONOVAN: Right. So they haven’t got any worsethe last — time?
MR RASCHELLA: No, no.

MR O'DONOVAN: Have you had any reason to ask for impebterms?
MR RASCHELLA: No, no.

MR O'DONOVAN: No, but they haven’t — certainly havenhianged in the last
three or four years?

MR RASCHELLA: They haven't changed, no, no.

MR O'DONOVAN: No, the timeframe, like the numberddys before you get
paid, that hasn’t increased has it?

MR RASCHELLA: No it hasn't.

MR O'DONOVAN: No, okay. Now, do you export any product?
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MR RASCHELLA: Yes, at certain times of the yeas do, but very little.
MR O’'DONOVAN: Right.

MR RASCHELLA: Very little.

MR O'DONOVAN: Okay, and where would product that expoge@
MR RASCHELLA: Italy mainly.

MR O’'DONOVAN: Okay.

MR RASCHELLA: Yes.

MR O’'DONOVAN: And what - - -

MR RASCHELLA: It's just a one-off thing, it could beeay three years, depends.
It depends if they’re very short.

MR O’'DONOVAN: Right.

MR RASCHELLA: So it’s just a one-off thing.

MR O'DONOVAN: So do you keep an eye on pricing in — ogas®
MR RASCHELLA: Yes, we do, yes.

MR O'DONOVAN: Okay, and if there is a market opportynjou - - -
MR RASCHELLA: Yes, we go for it.

MR O'DONOVAN: Right, okay and will that have an eft on domestic pricing if
there’s — or is there not enough traded?

MR RASCHELLA: There’s not enough. Not enough, no.

MR O'DONOVAN: Okay, so how is it that you can taldvantage of that market
opportunity?

MR RASCHELLA: It depends on their weather. Thatlstas, all depends on their
weather and it depends if they're very — if there’s @ersupply here in South
Australia we’ll just try and make a market for it oseas.

MR O'DONOVAN: Okay.

MR RASCHELLA: Justto get our money back, that's adllty.
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MR O'DONOVAN: Right, okay. Does it reduce — so it caduce an oversupply
problem here?

MR RASCHELLA: Exactly right, yes. When we’ve got aversupply we do.

MR O'DONOVAN: Right, okay. Now, has the market centration at the retalil
level, where the Coles and Woolies have expandedriaket share in the last 10
years, has that made it more difficult for you to do heiss as a consolidator and
packer of potatoes?

MR RASCHELLA: No, not really, because we're in tharket too. I've got a
wholesale in the market too, so I've got a share — a hitlof everything, that’s
why. Several other small retailers do, so it hasrécaéd us.

MR O'DONOVAN: Okay, has there been a differencéhim margins that can be
earned at the growing level, the wholesale level andetad level?

MR RASCHELLA: No, not really.
MR O'DONOVAN: No, so in terms of — say in the 1d$t years you don't feel that
the relative profitability of growing potatoes is lesaritihe packing of potatoes,

which is less than retailing?

MR RASCHELLA: No, it hasn't, the only thing is in thest three or four years it's
just petrol and droughts, that’s the only thing that’s killed us

MR O'DONOVAN: Okay, and what have been the effedtthose?

MR RASCHELLA: In what way?

MR O'DONOVAN: That'’s the question I'm asking, sovitnat way has — what'’s
been the impact of drought on — in terms of your — eithst of production or

amount you could produce?

MR RASCHELLA: Yes, the cost of production it issittost us more to pack a ton
of potatoes.

MR O'DONOVAN: Is that just a direct effect from pag more for water?
MR RASCHELLA: Exactly right, yes.
MR O'DONOVAN: Okay.

MR RASCHELLA: Yes, and freight. Freight has castmore, because we used to
pay $100 a ton to go to Melbourne, it's costing us $250 a ton.

MR O'DONOVAN: Okay, and when did that sort of pridefsstart to - - -
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MR RASCHELLA: Inthe last three or four years.

MR O'DONOVAN: Okay, and in terms of labour has theemn much of a
difference in the labour component of packing potatoes?

MR RASCHELLA: Yes, there has, yes.

MR O’'DONOVAN: Okay.

MR RASCHELLA: Yes.

MR O'DONOVAN: What sort of difference are we loogiat?

MR RASCHELLA: In what, the staff — it's mainly ttstaff, paying more for staff.

MR O'DONOVAN: Yes, and percentage terms, is it up 50geeit per hour the
rates, or?

MR RASCHELLA: Well, we were paying $12-$14, now we're payliggto 20.
MR O'DONOVAN: Okay. Okay, so just looking at theaiéprice of a potato and
relative to the wholesale price of a potato, do you thiakttne difference has

changed much in the last 10 years? Is the wholesaler -

MR RASCHELLA: 1don't think it has, I think the cosi pack a potato has cost
more.

MR O'DONOVAN: Yes, so the wholesale price will hagene up?

MR RASCHELLA: Yes, it has gone up because of the droagtitthat. It costs us
more to produce the potatoes now.

MR O'DONOVAN: Yes.

MR RASCHELLA: Because of the drought and because aditdsel.

MR O'DONOVAN: Yes, and you don't see that the reta instead of putting 50
per cent on top of the wholesale price are now putting 100gue on top of the
wholesale price?

MR RASCHELLA: No, | don't see that, no.

MR O'DONOVAN: No, okay. Now, the — you're awaretbe horticulture code of
conduct?

MR RASCHELLA: Yes.
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MR O'DONOVAN:

Okay, firstly with the supermarkets dowbave written

agreements with the supermarkets?

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

No.

No. So again it’s just price agreedtbe day?
Yes, it’s price and quality.

Okay, and do they issue a written inwto you?
Yes.

Okay, now you act — when you buy diré@m growers has

the horticulture code of conduct affected how you bugnftbe grower?

MR RASCHELLA:

MR O'DONOVAN:

to your - - -

MR RASCHELLA:

MR O'DONOVAN:

reject?

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:
them the prices.

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

you deal with?

MR RASCHELLA:

No.

So on what basis do you buy? Justgmeed price delivered

Yes, an agreed price with us and thdtis to quality too.

Okay, and so at the point of deliveryueither accept or

Exactly right, yes.

Okay, and if you accept it then the pgris fixed at that?
The price is fixed, yes.

Okay.

We fax it to them on the day. Weshkahem and then fax it to

Right, okay and prior to delivery ispaice agreed?
Yes, it is, yes.

Okay, and do you have a written agreeinveth the growers

No.
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MR O'DONOVAN: No, so it's the same as the arrangeny®u have with Coles
and Woolworths?

MR RASCHELLA: Exactly right.

MR O'DONOVAN: Okay. From your point of view would tteebe any benefits to
your business if you were able to agree — able to insigtvaritten agreement with
Coles and Woolworths?

MR RASCHELLA: No.

MR O'DONOVAN: No, okay. Have you thought about whestthe — if the
horticulture code did apply to your dealings with Coles\Afwblworths, whether
there would be any benefits to your business?

MR RASCHELLA: No.

MR O'DONOVAN: No, as in you haven’t thought aboubityou don’t think there
would be?

MR RASCHELLA: | don't think there would be.

MR O'DONOVAN: Right, okay. Now, it was — early togdane of the South
Australian Farmers Federation indicated that theme wew — | think they suggested
that there were only two purchasing agents in the markethwdid a lot of the
purchasing for the retailers. Now, do you know who thewuld be speaking about?

MR RASCHELLA: No, | don't actually.

MR O'DONOVAN: Okay, so in terms of who — who would the bulk of
purchasing from growers in the South Australian market?

MR RASCHELLA: It's spread out. You're talking retis or wholesalers?

MR O'DONOVAN: Well, both, in terms of who dealséct with growers? Who
would be the top three or four buyers in that market?

MR RASCHELLA: Buyers? Come in the market and buying?

MR O'DONOVAN: Yes. Sorry, not just on the wholésanarket, but including
direct arrangements with the growers? Who would béitigest — the four biggest
customers for potatoes grown in South Australia?

MR RASCHELLA: The four biggest customers in South Aaigf?

MR O'DONOVAN: Yes, just for packing.
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MR RASCHELLA:

MR O'DONOVAN:

It would be Woolworths and Coles.

Right, okay, but do they actually buyeiit from a grower or

do they only deal with the packers - - -

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

are there others?

MR RASCHELLA:
which are pretty big.

MR O'DONOVAN:

They buy direct from a packing shed.
Right, so it'’s the packers - - -

The packers, yes.

- - - that buy direct from the grovee
Exactly.

Okay, and how many — and are there jastfour big ones or

Well, there are big ones and then¢hane the retailers too,

So Coles and Woolworths would also ddisdct — have some

dealings with growers or none?

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

Yes, they do, they do business with geosv

Direct?

Direct, yes.

Okay, and would those growers then dartben packing?
Yes.

Okay, so is there anyone who doesn’pdaking that Coles

and Woolworths would deal with?

MR RASCHELLA:

MR O'DONOVAN:

I'm not sure, | can’t answer that.

Right, okay and with your growers ahey — have you had

growers swap to other packers in the time that - - -

MR RASCHELLA:

MR O'DONOVAN:

Yes, we have, yes.

Okay, how often does that happen, @i would lose a

grower to another packer or take another grower off a packer
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MR RASCHELLA:
MR O'DONOVAN:
MR RASCHELLA:

MR O'DONOVAN:
a price?

MR RASCHELLA:
elsewhere.

MR O'DONOVAN:
MR RASCHELLA:

MR O'DONOVAN:

Probably every week.
Okay.
Yes.

So from the grower’s point of view doetyring up and ask for

Yes, they do, but sometimes we’ve o many so they go

Okay.
That’s right.

Right and so what determine whethgrawer will swap

between a particular packer and another?

MR RASCHELLA:

Well, like | said before, if we've gtdo many they’ll just go

elsewhere today, if we've got a little bit less thegime to us today.

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:
more to fill a hole?

MR RASCHELLA:

Okay.

Yes.

And do prices - - -

It depends on how busy you are in the day
Sure and do prices vary on the day?

Yes, they could vary, yes or due to qyalit

But not due to — like if you were shortlwiou offer a grower

Yes, it all depends, yes, we do. Ifkv@w a grower’s got

guality on that day we do offer a bit more.

MR O'DONOVAN:

Right, okay. Now, has — it's been suggel to us that Coles

and Woolworths, because they buy so much of a patipuoduct that they can stop
buying for a while and then the price drops and then tleysiying after that?

MR RASCHELLA:

I've never heard of that.
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MR O'DONOVAN:
experience?

MR RASCHELLA:

MR O'DONOVAN:
delivery - - -

MR RASCHELLA:

MR O'DONOVAN:

Right and it’s never happened to — ingioes in your

Never happened to me, no, not to us.

Right, okay and once you've packed the fu#a for

Yes.

- - - do you then — who else do you offiee product to, apart

from major supermarkets?

MR RASCHELLA:

Well, we've got 50 per cent of the suparkets and 50 per

cent of the retailers, you know, like just the retaitlet. You see we supply we state
every day, the wholesalers and every market. Sa lvis of both.

MR O'DONOVAN:

Right, okay, so you've got lots of altatives to send it to

Coles or Woolworths?

MR RASCHELLA:

MR O'DONOVAN:
Fruita Pack.

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:

MR RASCHELLA:

MR O'DONOVAN:
asked - - -

MR RASCHELLA:

Yes, we've got a lot, yes.

Now, | understand you've also introducethink it’s called

Yes.

Is that a business name?

Yes.

Okay, and what business does it conduct?

Pumpkin. We cut pumpkin.

Okay.

Yes, cut and wrap.

Right and that’s for retail — so wrappezhdy for retail sale?
Yes, yes, mainly for Woolworths.

Right, okay and was that an initisiof your company or you

No, it's ours, ours, we introduced it.
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MR O'DONOVAN: Okay, and how did you become aware thate was an
opportunity to start a business like that?

MR RASCHELLA: We’'ve been working on this for thetld$ years, more for
safety reasons for the supermarkets.

MR O'DONOVAN: Food safety?
MR RASCHELLA: Yes, well, yes, with knives, becausé¢hat back of the
supermarkets young kids cut the pumpkin themselves that wene timore for

safety reasons.

MR O'DONOVAN: Okay, so effectively something thattbupermarkets used to
do at each store - - -

MR RASCHELLA: That's right.

MR O'DONOVAN: - - - you now do.
MR RASCHELLA: We do now.

MR O'DONOVAN: Centrally for them?
MR RASCHELLA: Yes.

MR O'DONOVAN: So the pumpkin is — and are they pumpkira /ou’'ve
grown?

MR RASCHELLA: No, we don't, we buy off other groveer

MR O'DONOVAN: Okay, and again is that relationship gnogvdirect?
MR RASCHELLA: Yes.

MR O'DONOVAN: Okay, and again a price agreed on the day?
MR RASCHELLA: Exactly right, yes.

MR O'DONOVAN: Okay, and in terms of your — do you bavguaranteed
arrangement with the supermarket for that part of thenbss?

MR RASCHELLA: Yes.

MR O'DONOVAN: Okay, and is the price guaranteed or ésyhice again
determined on the day?

MR RASCHELLA: Yes, we give them a price daily.
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MR O'DONOVAN: Right and then they'll tell you volues that they want packed?
MR RASCHELLA: Exactly right, yes.

MR O'DONOVAN: Okay, and so the service that you offeyou’ll cut the
pumpkin, seal it - - -

MR RASCHELLA: Wrap it, yes, seal it.
MR O’'DONOVAN: - - - and barcode it for them?
MR RASCHELLA: Yes, barcode it, yes.

MR O'DONOVAN: Right, okay and they provide you witretinformation that
you want?

MR RASCHELLA: Exactly right, yes.

MR O'DONOVAN: Okay, and did you approach them with dfifer to provide
that service?

MR RASCHELLA: Yes, we did, yes. They did and we did.
MR O’'DONOVAN: Right.
MR RASCHELLA: Yes, we heard about it, so we werd affered it to them.

MR O'DONOVAN: Right, okay and again has that provemé¢ a good business
for you?

MR RASCHELLA: A very good business, yes.
MR O'DONOVAN: Okay, all right. I think that’s alfve got.

COMMISSIONER KING: Just a couple of questions. HRrsgbu mentioned when
you’re short you send out growers ..... elsewhere ayelwarsa. Do you actually
ring around the growers if you're short and try and - -

MR RASCHELLA: Yes, we do, yes.

COMMISSIONER KING: Yes, okay. Is there a big ofegatiation deal that goes
on with the growers or do you simply say, look, I'hiashort today, this is my
price, are you interested? What's the typical socooiversation?

MR RASCHELLA: Well, if the quality is good the price there. If the quality is
no good the price drops.
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COMMISSIONER KING: Okay, but you just basically gaygrowers, look this is
the price for this quality, or?

MR RASCHELLA: Exactly, yes.

COMMISSIONER KING: Okay.

MR RASCHELLA: Well, they know the market price anywa
COMMISSIONER KING: Okay.

MR RASCHELLA: Yes.

COMMISSIONER KING: So do you tend to match the magkete to try and get
the growers or do you add a little bit on just to trg antice a few growers across?

MR RASCHELLA: No, it's just market price.

COMMISSIONER KING: Market price, okay and just one thimore through
curiosity than anything else, do you actually pay any attent the price of potatoes
in Western Australia seeing as there’s no potato boardtbess?

MR RASCHELLA: No, we don’t. We did, but we don’'t ampore.

COMMISSIONER KING: | was just wondering if they veecheaper in Western
Australia or more expensive.

MR RASCHELLA: Yes, I'm not sure there.
COMMISSIONER KING: Not sure, right.

COMMISSIONER MARTIN: Just one question, on the potstdestruck me when
you were talking, you wouldn’t know the quality until you hacheldhe washing.

MR RASCHELLA: Exactly, yes.

COMMISSIONER MARTIN: Yes, so that — and then thatlsen you can
determine the top grade or the - - -

MR RASCHELLA: Exactly, yes.

THE CHAIRMAN: I'm going to put a similar question towyahat | put to the
previous witness who was all in public hearing so it daesatter, but we had
evidence given by the South Australian Farmers Fedartti® morning that
suggested that there was probably, based on their aneedid&hce, a large number
of growers that were dissatisfied with their dealinghwhe major supermarket
chains and included in that potentially were those ouGaes and Woolworths, but
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happy with your relationship.

MR RASCHELLA: Yes, very happy.

THE CHAIRMAN: Yes, and you don’'t want to give us anyd&rice in private that
might - - -

MR RASCHELLA: No, you need to speak to them.
THE CHAIRMAN: I've got to ask you.
MR RASCHELLA: Yes. No, certainly ..... answer, you need to speak to them.

THE CHAIRMAN: The nature of the relationship hasn’anged over recent times
or over the past several years?

MR RASCHELLA: We've got a long relationship with them

THE CHAIRMAN: Okay, and you haven’'t gone home at nigidl said to yourself,
oh gee, they’'ve screwed me over today, | wish | couldaioething else, or?

MR RASCHELLA: Oh no, no, it's just that the only thirgj is we just make sure
we’ve got the quality, because if we haven’t got the qualéycan, you know, that
can make it harder for us, so.

THE CHAIRMAN: Okay, thank you very much.

MR RASCHELLA: No worries.

THE CHAIRMAN: Thank you for coming in.

MR RASCHELLA: Thank you.

MR O'DONOVAN: Is that everything you wanted?

MATTER ADJOURNED at 3.02 pm INDEFINITELY
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