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COMMISSIONER MARTIN: Good morning. My name is John NtartI'm a
commissioner with the Australian Competition and Comsr Commission and one
of the presiding members of the public inquiry into the cditipeness of retail
standard groceries. | welcome you to this hearing indPert Lincoln. This hearing
is an important part of the inquiry process and is coedeinder part 7A of the
Trade Practices Act. The inquiry is being held pursuaatramguest from the
Assistant Treasurer and Minister for Competition Paoding Consumer Affairs
which was received by the ACCC on 22 January this year.

Matters that are to be taken into consideration bynitpgiry include but are not
restricted to the current structure of the grocery ingladtthe supply, wholesale and
retail levels, including mergers and acquisitions by naticetallers. It also covers
the nature of competition at the supply, wholesale atail levels of the grocery
industry and the competitive position of small and independ¢ailers. It covers
the pricing practices of the national grocery retailedsthe representation of
grocery prices to consumers and factors influencing tieggrof inputs along the
supply chain for standard grocery items. We’'ll also lo&ilng at any impediments
to efficient pricing of inputs along the supply chain andeffiectiveness of the
horticulture code of conduct and whether the inclusiootloér major buyers such as
retailers would improve the effectiveness of the holtiice code.

I’'m pleased to say that the ACCC has so far received b80 submissions to the
inquiry as well as confidential submissions. The AG@ICendeavour to take into
account all of the information that has been providetithanks the industry
participants for the contributions that they have matfe. understand that the
competitiveness of retail grocery prices is of sigaificconcern to all Australians.
The purpose of these hearings is to give the ACCC an ayityrto investigate in
detail the issues raised as part of the inquiry with imglymarticipants.

| need to emphasise that many witnesses at these hearéngst attending
voluntarily and they have been summonsed to appear saedgon 95S of the
Trade Practices Act. In particular, | note that inegahthe ACCC has summonsed
all supplier companies, therefore no conclusions cairdoen regarding a
company’s willingness to participate in the inquiry fromfidogt that a company is
appearing at the hearings. Some of the material cowetezhring sessions will be
confidential and commercially sensitive and thereforéspairthe hearing sessions
may not be open to the public. Questions will start iniputalt sessions can move
into a confidential phase if the questioning moves ontongercially sensitive
material relating to the witnesses.

Transcripts of the public parts of the hearing are placeti® ACCC website. The
ACCC may also disclose some aspects of confidentrapooents of the transcript
some time after the hearing if it considers that sofite material should be in the
public domain but the ACCC will consult with the relevantness before taking that
decision. Where there are industry associations oeseptative organisations who
are attending voluntary, it’'s most likely that alltbé hearing sessions will be public.
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Now, just in terms of process for today, all witheskave received a document that
outlines how we intend to approach these hearings so’t gmthrough the
procedures in detail. | just need to emphasis thatwajthave are not taking
evidence under oath at this hearing, it is a serious oftenge false or misleading
evidence to the ACCC. We recognise that some witnegfide asked to give
evidence that if disclosed would damage their competitiggipo or which may, for
other reasons, be confidential. As | said, we are pedpartake some of those
issues on a private basis. If a withess believdsatparticular question or a series of
guestions are likely to require disclosure of such sensitieemation, we’'d ask that
the witness indicate and objection to answering the quresti that basis and I'll
then consider whether the inquiry should take evidenddat matter in private as
opposed to in public.

We4 aren’t using external counsel at this hearing but | amegoby some of the
ACCC staff here today and some of our staff membessats® ask questions. So
that concludes my preliminary remarks and the first wgrteday is the Port Lincoln
Tuna Processors company representatives. Perhaps fectind, if you could both
state your name — the name of the organisation andrgteuin it please?

MR VALLANCE: Larry Vallance from Port Lincoln TunBrocessors. I'm the
operations manager.

MS TRAEGER: Lea Traeger from Port Lincoln Tuna Rgsors and I'm the
general manager.

COMMISSIONER MARTIN: Well, thanks very much for carg in. | just have to
remind you that it is an offence under the Criminal Codgue evidence at this
inquiry that a witness knows is false or misleadingmoits any matter or thing
without which the evidence is misleading. You understart® tidank you very
much. You were summonsed to come in today?

MS TRAEGER: Yes.

COMMISSIONER MARTIN: Okay. Look, thank you. Perhaps @ould start off
by getting a bit of an understanding for the commissidheoverall operations of
your organisation.

MR VALLANCE: Basically our core business is tuna canniifge’re the only
surviving tuna cannery in Australia and we also proceasgerof plastic pouches
for brands such as Leggo’s Pasta Meals, Nestle graviesomking sauces, Cerberus
gravies and custards and a range of baby foods. We delyl &stal co-packer, we
don’t have our own brands. We just manufacture undethancompany’s brand on
their behalf. So we have no direct dealings witbesmarkets at all.

COMMISSIONER MARTIN: So where does all the input fhese — quite a wide
variety of product, where does that all come from?
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MR VALLANCE: The majority of the tuna that we pr@se depending on what'’s
caught in Australia, is imported from Thailand. If tlaabhes are good in Australia,
then we supplement those volumes because Australia’tibase a sufficiently
large enough resource for us to totally process the volwmeased to from
Australian caught fish. All other ingredients in gext@re sourced from Australia
unless they’re unique to the customer’s requirements iohadase they’re imported.
In general terms, the cans are locally sourced, label®cally sourced, cartons are
locally sourced.

MS TRAEGER: The pouches are imported.

MR VALLANCE: Then, on the pouch side, most of the gmas— the pouches are
all imported and the same applies with the ingredielmtgieneral terms, probably 80
to 90 per cent would be locally sourced and then the baldrbe mgredients would
be imported as they're unique to the recipes.

COMMISSIONER MARTIN: So what is — with the co-mdacturer, as you call it,
how does that operate, and if we get into commercsalhsitive aspects we can put
that aside and come back, but what is the arrangemisvedre yourself and these
ones that — do you do it on a contract basis or dhoes it work?

MR VALLANCE: Yes. Yes.

MS TRAEGER: They are contracts but we basically sughem the finished
product so we are buying the packaging, the ingredients aodts@nd deliver it
into their warehouse.

COMMISSIONER MARTIN: Okay.

MS TRAEGER: So the cost is based from their waredeus

COMMISSIONER MARTIN: So then they — the contracvers a landed price to

MS TRAEGER: Their warehouse.
COMMISSIONER MARTIN: - - - to their warehouse.
MS TRAEGER: Yes.

COMMISSIONER MARTIN: Okay. Because it is quite adeirange of product
from - - -

MS TRAEGER: Huge.

COMMISSIONER MARTIN: --- custards and gravies.
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MS TRAEGER: Yes.

COMMISSIONER MARTIN: So, for instance, the ingredtie for gravy, where
would they be sourced from?

MS TRAEGER: We do have some premixes that the lik€edoerus do supply us.
COMMISSIONER MARTIN: Right, so.

MS TRAEGER: So we actually don’'t know all the seangtedients in there.
COMMISSIONER MARTIN: No.

MS TRAEGER: We probably have about 300 different ingradien site.
COMMISSIONER MARTIN: Okay. What's the employmertetlabour level?

MS TRAEGER: They're Port Lincoln’s biggest employeieh around 280, if not
more. We’'re working two shifts at the moment seven daysek.

COMMISSIONER MARTIN: Is the tuna by far the largegment?

MS TRAEGER: Yes. We're doing about 40 million units, ethis the smaller
cans, a year compared to about 15 million units of pouzlyesr. So pouches are
pretty new to our business. Canning is probably 25/30 years bahipg is
probably only six years. So we’re just trying to diversif

COMMISSIONER MARTIN: The pouching, that’'s kept refrigea, is it?
MS TRAEGER: No.
MR VALLANCE: No. They'’re all shelf stabled.

COMMISSIONER MARTIN: Okay. What's the — if you caorament on it, how
do you see the competitive landscape for tuna processigsinalia in - - -

MS TRAGAR: It's extremely difficult to complete thi the likes of Thailand, so
when [ first started at Port Lincoln tuna processihiex;,e was probably about seven
canneries in Australia, and about six years ago, theseonlg two, us and Heinz —
Eden, and they then went offshore, we maintained shadller gram can for about
three years until they took that offshore, but jughwie labour and overhead costs,
it's extremely difficult to compete, so even now, ebasically out of contract and
looking — well, competing profusely to maintain that bussnes

COMMISSIONER MARTIN: When you say out of contraatit of contract with
that particular - - -
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MS TRAGAR: With the canning side. We’re in negotiasiarow.

COMMISSIONER MARTIN: Okay, so what'’s the period cauts supply for, are
they a year or - - -

MS TRAGAR: We're looking for another three years.

COMMISSIONER MARTIN: Yes. So they're three yemith extensions or?

MS TRAGAR: Yes.

COMMISSIONER MARTIN: You've mentioned costs, whatve been the major —
what’s been the experience in the last two to tiieaes in terms of your costs, is it

labour - - -

MS TRAGAR: It differs, with canning, it’s definitely th@ice of tuna. Tuna has
dramatically increased over the last 12 months.

COMMISSIONER MARTIN: So what’s — give us an example

MS TRAGAR: Last year, we were buying imported loif$e whole fish price at
that stage was around 900US a tonne, it's now 1700US a tdinad’s if you can

get it.

COMMISSIONER MARTIN: Okay. So that’s like — thatlset international price?
MS TRAGAR: Yes, Bangkok price.

COMMISSIONER MARTIN: Yes, and why has it gone up so iuc

MS TRAGAR: Just with global warming - - -

MR VALLANCE: A combination of weather.

MS TRAGAR: Price of fuel.

MR VALLANCE: Yes, fuel costs, boats aren’'t goingt ¢@ catch and — because of
the climate change, the fish tend to be deeper, smdgie difficult for them to catch
them, so because it's in shorter supply, the price gpedhen recovering a lot of
other costs that they aren’t able to at the moment.

MS TRAGAR: With overfishing of other tuna species, sashhe yellow fin and
albacore, there used to be a lot of tuna that they Arfarica, that — they sourced
the albacore and the yellow fin, but America seentgethbighly sensitive on mercury

levels, so they’'ve moved species to the skipjack, wiweltan, so that’s just put
more fishing pressure on that species.
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COMMISSIONER MARTIN: Do you only do tuna or do you domsah as well?

MS TRAGAR: We used to do pink salmon which was importechfAlaska, but
Simplot, who own the John West brand, have now takeffishore.

COMMISSIONER MARTIN: Right, so you only do the tunamntor John West?
What about other costs?

MS TRAGAR: Ingredient cost, lately, with the drought.
COMMISSIONER MARTIN: Yes.
MR VALLANCE: Yes, and with the - - -

MS TRAGAR: The prices effect — because we arelatal region, we have a lot of
freight having to come here and going out, so that istaffg us as well.

COMMISSIONER MARTIN: So what’s — | mean, that waagood example you
gave us on the tuna, what’s happened on freight coststwést year or two?

MS TRAGAR: Well, just levies have gone anywhere up ffoar per cent to 15
per cent on a fuel levy that we're paying.

MR VALLANCE: Then with just the general costs dditsport, in general, have
gone up over the last two to three years, and thergisudly a lot more pressure on
at the moment with the price of diesel going up and iatenal fuel.

COMMISSIONER MARTIN: So on the other side of tharg then, how have the
prices for your tuna product, have they been going up comnaal®

MS TRAGAR: They have been going down, in order forousaintain the
business, we've actually had to forfeit our margin in otdenaintain the business,
so they’'ve gone down.

COMMISSIONER MARTIN: Okay, well, | was going to as&wya bit about
margins, but we might leave that to a private sesdiut.it’'s been heading south,
that’s all, in terms of — and is that the situation yace in going for another period,
what are you competing against?

MR VALLANCE: All the imports from Thailand.

COMMISSIONER MARTIN: Which would - - -

MR VALLANCE: Basically the company that owns the J&Bst brand can
import at a greatly considerable — lesser cost, so iva@ to keep the contract, then

we have to lower our price, not to totally match it lsucertainly not have them lose
the opportunity to make as much money.
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COMMISSIONER MARTIN: What has happened, moving furtthewn the chain,
what’s happened at retail level for the canned tuna?

MS TRAGAR: We don't really have that much to do, e just see from
ourselves what we - - -

MR VALLANCE: What'’s in the supermarket, that’'s aleike aware of.

COMMISSIONER MARTIN: It hasn’'t been heading southugb, | wouldn’t have
thought, with retail - - -

MS TRAGAR: There has been - - -

COMMISSIONER MARTIN: Or has it got more competit®e

MS TRAGAR: It is very competitive, the tuna.

COMMISSIONER MARTIN: At retail?

MS TRAGAR: At retail, extremely, given that the simelf price can be — | think

it's up to $1.65 a can now, on special it goes down to 8&c# not 89 cents, so
that’s a huge reduction, so | don’t know how they céordfto do that, given that the
price of the fish has — that is the main componerterproduct, has gone up so

much.

MR VALLANCE: It seems to be that tuna is one ofsbmnes that they do the —
the 20 odd specials.

MS TRAGAR: Yes.

COMMISSIONER MARTIN: Get the people in the supermarket

MR VALLANCE: Tuna seems to be the 99 cent - - -

MS TRAGAR: Tuna and Coca-Cola are the two biggest dnaiscapparently.

COMMISSIONER MARTIN: Is that — well, have you dongyaesearch as to why
tuna — tuna is very popular, or — we’ll ask the retailers.

MS TRAGAR: Yes. We don't really have a marketingigion, that’s all done - - -

COMMISSIONER MARTIN: Yes. What about the homatws, do you do home
brands?

MR VALLANCE: No.

COMMISSIONER MARTIN: Never thought of it?
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MR VALLANCE: Well, we had been offered it, but thelumes we were offered
weren’t that great and the style of packaging they redjuweuld require a large
investment.

MS TRAGAR: We can’t compete.

COMMISSIONER MARTIN: The chains do seem to be movirgttgrwell in that
direction, though.

MS TRAGAR: Yes, we just can’'t compete with prideswhat they’re getting out
of Thailand.

COMMISSIONER MARTIN: Okay, what they're wanting.tHink that probably
covers most of the issues that | wanted to raise. tAman | would like to ask you
some questions about margins.

MR HENRY: Ms Tragar, you've mentioned that you dort/@ much to do with
the retail side, but | was just going to ask, do you kaotthe retail dollar in tuna,
do you have any idea about the break up, where that gdersassdown the chain?

MS TRAGAR: No.

MR HENRY: | mean, your share of that, or - - -

MS TRAGAR: No.

MR VALLANCE: We have no idea.

MS TRAGAR: We would like to know, but, yes, no.
MR HENRY: Allright, okay.

MR ZHIVOV: [l just ask a couple of quick questions.

COMMISSIONER MARTIN: Sorry, maybe | — sorry, Eugenntg | should have
introduced you, and - - -

MR ZHIVOV: I'm Nathan Zhivov, I'm one of the stafif the ACCC as well. | just
wanted to ask you a couple of quick questions about your pouctebssil noticed
that it's actually quite diversified, in that you've gpiite a series of different people
that you sell to. I'm just wondering, and maybe this ispiivate as well, but how
does that effect your ability to maintain the line onryprices, the fact that you are
able to sell to a range of different people in the poudiness?

MS TRAGAR: Well, it basically just increases volarand hence can decrease our
overhead.
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MR ZHIVOV: Okay. So | suppose what I'm asking, to dgtamore direct, is do
you find that the price pressure you are facing in the pouchdassis the same as
the price pressure you're facing with competition for inipar the tuna canning
business?

MS TRAGAR: No, no where near, no. With our pouch sitlhe business, the
pouches only have a 12 month shelf life, so that gr@apwcts getting imported
product. The supermarkets have to have a certain lehgttel life when they
receive the product, so that greatly effects it, whein@@es doesn’t really have a best
before date. Five years minimum.

COMMISSIONER MARTIN: Before we go on to the confidahtaspect, the one
thing that | just wanted to cover off that struck mehasothers were questioning
you. The specifications in your industry, | mean, how lmuevhat are the
requirements in terms of health and quality aspects anwddoes that come into play
with the importing because | would imagine fish canning,i$ not done properly,
can be problematic?

MR VALLANCE: Yes, well, we have to meet all thaugtralian regulations but also
we have to meet the requirements of the people we ategsiag on behalf of. In
general terms, because of the sorts of companies wegsfor, the likes of Nestle,
Cyrabus, Simplot, etcetera, their requirementsaréaifgher than what the Australian
Government and local requirements are.

COMMISSIONER MARTIN: So what sort of factors armalved in that? Just
give us an idea?

MR VALLANCE: Well, we get audited every year and thieole of the premises is
audited on food safety, all the processing recordstradeability, so if there are any
issues, then there is full traceability for product HecaAll those various things, all
the occupational health and safety issues, it is jusiahcomplete package that you
get audited on. It has got to meet their requirements @hdive likes of Nestle that
are worldwide, they have very stringent standards all theeworld. So that is
basically what we have to process to.

COMMISSIONER MARTIN: Well, I'm just going to havi® ask everyone who is
not connected with Port Lincoln Tuna’s Processorsth@dACCC — | think we will
only be five minutes or so. So we won'’t be too long in tesfnghat we have got
left.

CONTINUED IN TRANSCRIPT-IN-CONFIDENCE
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CONTINUED FROM TRANSCRIPT-IN-CONFIDENCE

COMMISSIONER MARTIN: We’ll move on and have the repentatives of Clean
Seas Tuna Limited. Gentlemen, thanks for comingfinvelcould start off by your
identifying yourselves, your organisation and your role irottganisation.

MR R. EMES: My name is Rick Emes, | work for Cléa@as Tuna as the sales and
marketing manager.

MR F. KNIGHT: My name is Frank Knight, | work at Cle&eas Tuna as the
company secretary and chief financial officers.

COMMISSIONER MARTIN: Thanks, and | just need to rethiyou that it is an
offence under the Criminal Code to give evidence at tigiiy that a witness
knows is false or misleading or omits any matter or tinigout which the evidence
is misleading. You understand that?

MR EMES: Yes.

COMMISSIONER MARTIN: Thanks very much, look, tharfks coming in and
we thought it would be useful to start off — we did halitla conversation earlier —
to describe how the company works, what it does and wiisin to the chain?

MR EMES: Sure, Clean Seas Tuna is an aquaculture corbparay on

Ayre Peninsula. Its primary activities are the propagatf Yellowtail Kingfish,
propagation grow out of Yellowtail Kingfish and Australidlullaway for sale into
domestic market and also export markets. It is also lygavolved in the research
and closure of the life cycle of the Southern Bludiima with the outlook to place
that species into an aquaculture growout environmenufgplg to markets, not only
domestically but also internationally.

COMMISSIONER MARTIN: Interms of your supply arrangembs, you are
largely supplying to export?

MR EMES: The split between our business, domestieapdrt, is roughly a 50-50
split at the moment. We expect growth in our busit@s®me mainly from the
export arena.

COMMISSIONER MARTIN: Setting aside the export foetitnmoment. On the
domestic side, where does it go and who does it go to?

MR EMES: We grow the fish out here and we harvesfitih on a weekly — daily,
weekly format — to supply fresh to the Australian domesacket. We harvest the
fish, process the fish with contract processorsfigieis packaged and then delivered
to Adelaide fresh fishmongers and wholesalers, frebhfigrkets. It is delivered by
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road to Melbourne, Sydney and to wholesalers into (Rlaeth and a small amount
going through to Western Australia.

COMMISSIONER MARTIN: We might just shut that doo®o just to help me
understand that the — you say it's contract processorsyHmut you don’t have any
links, you just deal with the contract processors, of - -

MR EMES: Yes, no, we —we sell direct to the whales We grow out the fish,
we then harvest the fish, we hand those fish overcn&ract processor. The
contract processor’s responsibilities are to cutfieatin whatever form that we
specify for the end customer, and to package that fisharelthat fish ready for
delivery to market. We then employ a transport compargkieer that product to
whoever the end customer may be.

COMMISSIONER MARTIN: Okay, so there’s a range ofleustomers. Are they
all wholesalers, or are some of them - - -

MR EMES: There’s mainly all wholesalers, the vasiority would be fish
wholesalers, our products are mainly positioned or stddtive food service and
hospitality markets. A small percentage of the custsrit@t receive our fish are
fish retailers in the traditional form, whereasytimave wet fish in the counter. We
do supply seafood processors with product who then furthee eald that for
supermarket retail sales.

COMMISSIONER MARTIN: So they then package it?

MR EMES: Exactly, yes, they have a contract ayjeamment with a company like
Simplot or a company like Angelakis who has an arrangemigima supermarket,
then they process that in the form that the supermavikées to buy it, and then they
on-sell that to the supermarket.

COMMISSIONER MARTIN: Okay. | might ask you some qums$ about where
costs occur in the chain, but perhaps we will do thttemprivate session, because it
might reveal aspects of — about your own returnsyixatwon’t want competitors or
others to know. Just while we're in the public situatlomy — what is the — what do
you see is the competitive landscape, who are your caongehow does the
competition in the market work?

MR EMES: With our product, like I said, our product is miatargeted to that food
service, hospitality area, so it's sold in restaurant$ at functions and cafes and
things like that. The main competitor to our produouid be the Tasmania
Agricultural Salmon, again it’s sold in the traditiongd¢ markets, and that would be
our major competitor from an agricultural point of vidwt also wild caught fish
species when they run in season is also a competitor.

COMMISSIONER MARTIN: Are any of the retailers aelit — have a direct
contractual arrangement with you?
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MR EMES: Not direct as such, no. Through other thirdigzart

COMMISSIONER MARTIN: | see. So through wholesalensl these packers.
Okay, so in terms of your costs, what has been ther@nce, | mean, what are the
major factors in your type of business?

MR EMES: Processing costs are a major part, andralssport cost to get them to
market.

COMMISSIONER MARTIN: So in processing, what drivedabour, fuel?

MR EMES: Yes, labour, packaging materials. We actymthcess, at the moment,
on the Air Peninsula, we process in Port Lincoln angrmeeess in Wyalla, and
current what happens with the packaging materials, @issported from Adelaide
around to the Air Peninsula, the fish is packed in that) the product is transported
back to that main hub, Adelaide, where it's distributetito market. So, you know,
you’re carting the product from one hub out to a remeggon, and then transporting
it back. So there’s costs involved in that, labour atguirement of labour is a
difficult thing with the processors, and the transposts.

COMMISSIONER MARTIN: With labour, we have had soeadence yesterday
that in a rural area, labour costs have gone up from 1) hdw up to 18 — is that
the - - -

MR EMES: Yes, those are the things that we're is@tb see on a more regular
basis. There’s been a huge skill loss and laboutdodse mining industries, right,
the wages that the mining industries are offering forkkers these days, it’s difficult
for the fishing industry to compete with, so we're startmgee a drift of man power
away into that other area.

COMMISSIONER MARTIN: So in areas like this, is satriag being done to
address this, the labour issue?

MR EMES: Every company, we're looking to address ite’"@/looking to look at
different benefits that we can offer to employees) know, rather than try to match
the large dollars that the mining industry is offering, reddoking at different
options. Our company has just recently taken on a huesurces manager to start
to assess all of these and see what we can do abowaimag skill base and labour.

COMMISSIONER MARTIN: Interms of the other sideetfrices, has that been —
have there been increases in prices in recent years?

MR EMES: No - prices for the product?

COMMISSIONER MARTIN: Yes.

.ACCCGRO 29.4.08 P-16
©Auscript Australasia



10

15

20

25

30

35

40

45

MR EMES: Yes, prices for the product, they have flugdalightly, but overall
they have been maintained over the last 24 months gtatiie, stable prices across
the board.

COMMISSIONER MARTIN: Okay. So, yes, which is comerg with what the
previous witness was saying. So you don’t have any diegatianship with any
processor?

MR EMES: Only in the way that we contract a prooe$s cut and package our
fish ready for the end customer.

COMMISSIONER MARTIN: Yes. Isthere anything - - -

MR HENRY: Yes, just going back to the start, gentleniel may. So of the three
fish species that you have, you may have mentioneddgipe if | missed it, just
domestically, you mentioned a 50/50 split domestic salesseas, is that
representative across each of the three species ok is

MR EMES: No, that’s a split on the yellow taihiifish and the Australian
mulloway. Clean Seas Tuna, as such, does not offsafera southern blue fin
tuna - - -

MR HENRY: Domestically?

MR EMES: Domestically or internationally. Anotharivate company, Australian
Tuna Fisheries, which is privately owned by the Steerlyamho are the major
shareholders for Australian Tuna Fisheries, the nsjareholder of Clean Seas
Tuna. We ranch southern blue fish tuna and export 99.9%peoftthose to the
Japanese and European, USA market.

MR HENRY: Okay. So it’s really just the mullowagdithe kingfish that are - - -
MR EMES: Major domestic sales, yes.

MR HENRY: On those two species, you're competingragjdhe imported product
equivalent, flavoured fish - - -

MR EMES: No, the — the yellow tail kingfish is a s@s native to Australia, and,
you know, there are season when — right at the momsé¢ing iseason on the east
coast for yellow tail kingfish, where they are heawd#pturing those now and putting
those into the market, so, you know, that’s just a matesource that we compete
against from an agricultural point of view. Our main cetitpn in agriculture is the
Atlantic salmon out of Tasmania, barramundi out ofifarth Queensland, Northern
Territory, which is an agricultural species, those heemain areas, you know, ocean
trout of Tasmania.
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MR HENRY: So just returning to the mulloway and kisgfi if there was some sort
of broader, you know, white fish market on the shoreneén, does imported fish
impact on your business, is it a constraint on pricitggtera, or it's not a factor?

MR EMES: Yes, look, as our business is growing asthits to broaden its market
base and starts to look at opportunities in the retgihsats, a la with the major
supermarkets, yes, we will be competing against thosg@eheaported white fish
products that come in from overseas, a la the tildpb&aNile perch, all of those
things that are sold in the supermarkets. Considerabpeh@roduct than what we
do, not as higher quality product as what we do, our producfaidyehighly ranked
culinary product, as far as the Japanese cuisines ateroed, and we’re also
looking to put that product into more white tableclothaesints, the more western
style cuisine. So we’re competing with that white fish.

MR HENRY: So did you say you are looking to expand inte -
MR EMES: Yes, the Clean Seas - - -
MR HENRY: Your product in the retail - - -

MR EMES: The Clean Seas business is rapidly growwege increasing our
business by 50 to 100 per cent per annum, that’s not only dothestic market,
we’re attempting to do that, but also into export markéswe broaden from the
food service hospitality area into retail, we underdtdat we’ll be competing with
those other products.

MR HENRY: Yes. Mr Emes, how — by what method doesa€ISeas and its
affiliated companies — is it a difficult process for yowsort of move into the retail
sector or | mean is it a different supply chain, etegter how does that process
evolve?

MR EMES: Yes, look, as our business evolves, yawkpart of the process to get
there is product development. Clean Seas with thewtlil kingfish is relatively a
young business. Obviously, we’ve targeted that foodaeof hospitality area
through wholesalers and food service distributors. Véel me develop products that
— with our kingfish and our mulloway that suit that retavironment and it's going
to be challenging, yes, it will be.

MR HENRY: Have you approached any of the major grocstilers?

MR EMES: We supply fish that are processed by Simptgi, for sales

throughout Coles supermarkets, so in a small — and thtadist 2 ton of whole fish
per week — so in a small way there is kingfish alrestdgted to get out there into that
retail environment and we do supply fish to Angelakis BrothreAdelaide and

some of those fish do end up in some of the Woolwatipgrmarkets and Foodland
stores.
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MR HENRY: Okay, but directly Clean Seas hasn’t emteregotiations or hasn'’t
approached?

MR EMES: We do not have — no, no direct relationship it supermarket
chains at all.

MR HENRY: When you do there are various avenues thatguld go down as far
as to get your product into the supermarkets, could you gowleksalers or
intermediary type body or also direct to a major ch&m how would that - - -

MR EMES: That's an issue that can be addresseddifidrent brands. But, yes,
that is potentially possible.

MR HENRY: Okay.

COMMISSIONER MARTIN: But you haven't, for instandegd a retailer come
and raise with you doing one of their brands?

MR EMES: Not directly, no.

COMMISSIONER MARTIN: Look, just going back up the chaime t
sustainability, the increases that you're enjoying, cantgth us a bit about how you
are developing the sustainability of the - - -

MR EMES: We’re developing larger networks of wholesaland importers
internationally. We have people on the ground in Eurape are developing a
network of major importers in most European counts from that network we're
expecting sales and increases in volumes to filter dovaugh that network that
we’re working on. We're doing the same in the USA. Ndge a network of
importers in the South-East Asian region that we®erbsupplying with a volume of
fish. Our production is lifting on an annual basis and&we/orking closely with
those network of importers to get out and market oumfiske to the food service,
hotel chains, all those sorts of areas to increasgdlumes in the sales of our
products.

COMMISSIONER MARTIN: | was getting a bit — how you'geing to supply all
this demand?

MR EMES: We have our own hatchery, we increasetbduction of fish, so we
put more fish in the water each year.

COMMISSIONER MARTIN: Yes. But, that seems to he key to what you're
doing, but you are able to — we’re in a situation where safrtieese species are
difficult to get you're succeeding in - - -

MR EMES: Yes, well, the problems from Port Lincdlana Processors being able
to procure raw material, the aquaculture industry actualiyes a lot of those issues,
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right, because we can produce what we require for thketnao there is an ability
there to satisfy market demands just by ramping up productio

COMMISSIONER MARTIN: So your growth in production haesen quite
significant over the last, what, three or four years?

MR EMES: Yes, yes. If you go back three years agaere probably harvesting
and selling on a weekly basis, maybe 5 ton of wholedighnow we’re currently
harvesting in the vicinity of 50 to 55 ton per week of \ehiish.

COMMISSIONER MARTIN: Look, is there nothing else?

MS TEO: Just a quick question. What would you say isriia difference
between the international market and the domestikehar terms of competition
and margins?

MR EMES: Look, from an international we — one of iggies that keeps raises its
head as far as the EU market is concerned is the ingstfs over there, 15 per cent
on yellowtail kingfish is what the importers have ty pad also 22 per cent on
southern bluefin tuna. So they're issues that wetmdgall the time and we’re
currently in a lobbying process to try and lessen those ingpiotas or remove them
altogether, so that our product is more competitive isd¢hoternational markets.

EU is the main one. The USA market, there aren’traal/barriers there at the
moment, except that the USA import a lot of cheapedywd The USA market is
more a commodity driven market, so we have to be vecg monscious and price
competitive when we move into that market. EU tayi8outh-East Asian, that’s just
a high degree of marketing to get our product better knowrosetmarkets, in those
areas.

COMMISSIONER MARTIN: So, yes, you seem to be sayirentthat you've got a
highly competitive product, there are just barriers?

MR EMES: Yes, in certain markets.

MRS YEO: Okay and as far as the distance of Auatfiedim the rest of the world is
that a major factor?

MR EMES: Yes, freight — obviously we have to transpairt product a long way.
We supply fresh chilled product through to Europe, USA andiSieast Asia, that’s
all by air freight — chilled air freight. The air fght costs are expensive. We’re now
beginning to process and freeze and sea freight produagthto Europe, USA,
obviously it's at a lower cost and the way we're adyyaocessing our product and
packaging it now we're finding success in that and wefré@ously — the product is
more affordable to the end user in those markets or {herier.

MS TEO: Thanks, that’s all.
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if we could, which is just the Clean Seas and ACCC geopl

5 CONTINUED IN TRANSCRIPT-IN-CONFIDENCE
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CONTINUED FROM TRANSCRIPT-IN-CONFIDENCE

COMMISSIONER MARTIN: Well, we’ll move straight onWe’ve now got the
representative of the Eyre Regional Development @&o#ryou could identify
yourself and the organisation and your role in it.

MR CANT: My name is Mark Cant. I'm chief executivBicer of the Eyre
Regional Development Board in Port Lincoln.

COMMISSIONER MARTIN: Thanks, for coming in, Mr Cant just need to
remind you, for the record, that it is an offence urilerCriminal Code to give
evidence at this inquiry that a witness knows is falseisleading or omits any
matter or thing about which the evidence is misleadidg.you understand?

MR CANT: Yes, | understand.

COMMISSIONER MARTIN: Thank you. Look, maybe you couldtjgive us an

idea of what the Regional Economic Development Boass and clearly you sit in
a good position in terms of both things that come inéoregion and things that go
out of the region. If you could explain the role of thoard?

MR CANT: Okay. The original board has been in incapsimce 1993. It covers
an area between just south of Whyalla to the Westraliest border and obviously
to the southern part of the Eyre Peninsula at Port Limclils an area of about
55,000 square kilometres. It's main industries are agricultisheng and
aguaculture, mining, renewable energy. We get focused @stinfcture needs,
employment and skills, labour force, workforce issuestipallissues at times. We
help industries or associations lobby certain areas/bwtiso help with export
markets as well.

COMMISSIONER MARTIN: Interms of activities withithe region, is the supply
of — or the retail of groceries has that come across nawlar screen in terms of
issues?

MR CANT: Yes. Ifit do a presentation, | reallamt to get into the issues, |
suppose, that the whole industry faces whether it's agsreubr seafood, our main
industries, and their supply of goods going out of the relgigralso goods and
services coming into the region. I'll just go badkgriculture in this region is worth
about $450 million and produces about 40 per cent of the \stuatke’s grain product
and they basically cover wheat, barley, canola anseperops. Seafood and fishing
—and it’'s been incredible growth from that sector @lerbut it produces about 80
per cent of the total state’s seafood and they cawex, prawns, lobster , abalone,
oysters, mussels, yellowtail kingfish and deep sea tiialvand scale fish. They are
our dominant food industries.

Eyre Peninsula is located in a very remote part offSAustralia, in the far west of
the state itself, and obviously that brings down chagks in tyranny of distance.
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When you've got distance of about — you know, from LindolAdelaide about 660
ks, so that has a cost to the industry. | want to tatkit- - -

COMMISSIONER MARTIN: Just on that, is it largelyss&eight or land? | mean,
what’s the most costly?

MR CANT: Because of our isolation, we have an inddpenrailway network on
Eyre Peninsula. It's not connected to the national dradl so that railway network
is there dominantly for the grain industry and also provédssrvice in the far west
to the mining sector. The sea freight itself, the galgds and service that really
come in this region for sea freight is fertiliseddnel and for export of grain and
minerals going out of the region and to a lesser ex¢emetimes we might see the
tuna cannery bringing, you know, a supply of, say, 3000 tonhenafloins or tuna
whole fish that are supplied to the region.

Other than that, some tuna for export to Japan ghfted out through the Japanese
trading companies via sea freight but they’ll come andgs®e they're a processing
boat and they’ll come here during the tuna harvest ae thight be two, three of
those boats come in a season. The majority of gautisexvices are actually road
freighted into the region and road freighted out ofréfggon, both interstate and
intrastate. That's why, you know, the recent — | warget into the recent decision
of the Australian Transport Council v ATO in Februatis increased registration
and fuel charges will drive an already increasing freigists and charges and we’'ll
ultimately realise at the supermarket at the end ofiflyein prices and push inflation
pressures to a greater demand.

The increased charges amount to approximately $170 mifliadditional tax hike
and the target of those additional charges is directlyggim the most cost efficient
transport mode where significant investment has been byadempanies - - -
COMMISSIONER MARTIN: The 170 million is on what?

MR CANT: That is on the registration fees and alse

COMMISSIONER MARTIN: But for whom, for the state thvis region or - - -
MR CANT: No, across Australia.

COMMISSIONER MARTIN: Across Australia?

MR CANT: Yes. Across Australia.

COMMISSIONER MARTIN: Okay.

MR CANT: The target of that - the target, howevethe most cost effective

transport sector, where those companies have investeficsigt amount of money
into — to remain competitive, and through the investm@ot multi combination
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transport units, and they were AB doubles, which has a grass of 62 tonnes, road
trains, about 54 tonnes, and B doubles, with 42 tonne grass. The registration
fees for B doubles will double over the next three yedisgive an example. B
doubles, currently, their registration fee is $8041. Im ed will be $9330, by year
3 it will be $14,340.

For a road train, it will go from $8731 to $10,390. The redisindees increase will
be followed by a 1.365 cent per litre tax height in digggth comes in effect as of
January. This charge has been indexed for the fire{ imeaning that the automatic
annual increase rises will occur. These charges do ndathowhbing inflationary
pressures that are already — inflationary pressures wbaseimers will ultimately
pay at the end of the day, for every goods and servidenaaorn will send spiralling
inflation upwards. The trucking company currently managdréight task as with
limited profit margins, and are not able to absorb tlakghtional costs.

Over the past few years, the majority of the freghmpanies have introduced what
we call a fuel levy, whereby the companies have selectehchmark, in other
words, they've identified a benchmark at a point in tistethe price of fuel for that
month was $1.30, and that’s the individual company’s bendanteor their
operation each month they calculate a fuel levy, antstha additional charge over
and above their benchmark. Present freight cos0d, Port Lincoln to Adelaide,
we were looking at a $50 per pallet freight. In 2008, Pimitdln to Adelaide, it's
$77 plus fuel levy, plus GST. So the GST goes on topeofitel levy, so it's a levy
plus — so it’s freight, pallet, plus, plus.

COMMISSIONER MARTIN: Sorry, but are we comparing ¥/ to the $50?

MR CANT: No, I'm just saying, that’s — this is whereetindustry has gone. So
back in 2004 - - -

COMMISSIONER MARTIN: But are you saying in 2004, it wgs0 per pallet.
MR CANT: Yes.

COMMISSIONER MARTIN: Now it's $77 per pallet.

MR CANT: That's correct.

COMMISSIONER MARTIN: That a lot of that is tax.

MR CANT: With the additional charge of a fuel levy tmp of that.
COMMISSIONER MARTIN: On top?

MR CANT: That's correct.

COMMISSIONER MARTIN: So what, how does that trams to - - -
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MR CANT: Well, today, costs are $77 plus the $14 — thistmdor one company,
it's 14.7 per cent, which is $11.32, so that equates to an $88.82rp#dl, plus
you've got the GST component on that, so it makes $94.3dry; $87.15 which is a
94 per cent increase in freight since 2004.

COMMISSIONER MARTIN: This is road transport?

MR CANT: Road transport.

COMMISSIONER MARTIN: What happens with rail?

MR CANT: Well, rail we only freight our grain, andathhas certainly had - - -

COMMISSIONER MARTIN: But if these costs are goimgthat direction, maybe
rail will be - - -

MR CANT: This region is not connected to the resfo$tralia by rail.
COMMISSIONER MARTIN: So where’s the grain - - -

MR CANT: The grain — this region operates on a nargage rail system, it’s not
on a standard gage, but it — only extends as far attieem grain growing region
at Kombah and - - -

COMMISSIONER MARTIN: So the grain all comes int@tRort Lincoln - - -
MR CANT: Correct, it either goes to Curbinade or iegto Port Lincoln.
COMMISSIONER MARTIN: Okay.

MR CANT: It's not connected to the rest of Austainetwork, so there’s no
choice, that's what I'm getting at. In regards to Ad#datio Port Lincoln, the freight
rate is $54 plus the fuel levy plus the GST, so $54 plus $7rQ4ifomonth, plus the
GST amounts to $68.14 for a pallet of freight coming ihtoregion. So, | mean,
they have direct impacts on — whether it’s building $eppor it's input materials for
packaging or getting freight out of the region for stdemarket. Due to the relying
on having an effective road transport for the transpiogpods and equipment to the
region, and for the transport of produce being livestocksaafood, both interstate
and inner state, the regions rail system is not coadees I've previously stated.

The average expenditure for a return trip from Portaliméo Adelaide and return on
fuel usage alone is about 950 litres to 1000 litres, dependiifgteere’s wind,
because wind has a direct impact on fuel usage. At $1&@udtes to about $1700
per trip just in fuel. This impacts directly on the tooksupplying seafood from
Ceduna, Smokey Bay, Coffin Bay, Port Lincoln, wheretthging distance is always
a challenge. In relation to livestock, or supply of rezhtrio the area, continued fees
and charges of those raw products is a key issue. Flgjus a case study. Sale of
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135 prime lambs at $84, the commission, the charges, insugaad cartage equated
to $1691. So that’s just over - - -

COMMISSIONER MARTIN: Can you just say that agaire thwhat's the
example?

MR CANT: For prime lamb going out of this region.
COMMISSIONER MARTIN: Yes.

MR CANT: 135 prime lambs, they average $84.
COMMISSIONER MARTIN: Each?

MR CANT: Each. Less all the commission, chardgpas impact on — that the
growers have to absorb, it equates to $1691.34, so that odinles $84.

COMMISSIONER MARTIN: Do you know what it is per lamb?
MR CANT: Per lamb itself? | haven’'t — | didn’t brimgy calculator.
COMMISSIONER MARTIN: All right, that’s okay.

MR CANT: But in relative terms for live weight,edfprices actually come down. It
was $4.20, it's down to about $3.20 at the present time th&tis not reflective in
the supermarket at all, or at your butcher shop. Sthi'€harges in between or the
margins in that supply chain that is having a direct efféd say that, within this
state alone, we have two main red meat abattoirs, dMNRT attiya, both are located
in the southern part of the state, being at Murray BratgkeNaracoorte. Previously
the expert abattoirs operation at Port Perry wapearation and provided service to
the northern pastoral, mid north, Air Peninsula and Ydrkat was purchased by
TNR and closed down as a deliberate — how do you putiiategy to ensure less
competition within the state. Then - - -

COMMISSIONER MARTIN: So, just to explore that #l& bit, where was that
abattoir?

MR CANT: At Port Perry.

COMMISSIONER MARTIN: Are there no other abattaatsPort Perry?
MR CANT: No, no.

COMMISSIONER MARTIN: So what’s the nearest abm®&o

MR CANT: Nearest — largest abattoir is Murray Bridgjch is another about 100
K’s further than Adelaide.
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COMMISSIONER MARTIN: | mean, there has been a pssa& abattoirs closing
throughout Australia, was this — so TNR own the one atrdjuBridge, do they?

MR CANT: Correct.

COMMISSIONER MARTIN: Where’s the nearest one haydhat?
MR CANT: That would be at Naracoorte.

COMMISSIONER MARTIN: Which is where?

MR CANT: Which is on the South Australian, Victariorder, just adjacent to
that.

COMMISSIONER MARTIN: Yes, okay, thank you. Keep going.

MR CANT: Okay. The pressures on compliance costle@al butchers has also
impacted on the region, and we’ve had several locahbte@nd abattoirs close
down, and it’s inspections, the quality assurance, tbespre on getting labour
force, they're key issues in maintaining local abastoiroperation.

COMMISSIONER MARTIN: So just on abattoirs, the poypou’re making is that
abattoir costs are rising?

MR CANT: I'd say pressure on abattoirs — yes, in coamgé costs, inspection
costs.

COMMISSIONER MARTIN: Yes, but the — are the — arel yoggesting that TNR
put up their costs of actually killing the animals?

MR CANT: I'd say that the way we’re going, theress$ competition in the
abattoirs itself, less competition in the market, endominated by a couple of
companies within the state, and that obviously reduces ¢aiope

COMMISSIONER MARTIN: How many abattoirs are thémehe state now?

MR CANT: | couldn’t say how many, like small abat&it'm not including those,
yes. But - - -

COMMISSIONER MARTIN: When you say registrationfees for wholesale
butchering, is it?

MR CANT: Yes.

COMMISSIONER MARTIN: What is the example of thalhe registration fees
have gone up or - - -
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MR CANT: Yes, the compliance costs, the — yes.
COMMISSIONER MARTIN: Compliance costs?
MR CANT: Yes.

COMMISSIONER MARTIN: What are they?

MR CANT: Like inspection costs, documentation. YouwfoThe list is
extensive.

COMMISSIONER MARTIN: Do you have examples of that?
MR CANT: No, I —I mean, | haven't got them with nms,

COMMISSIONER MARTIN: This is — so, anecdotally, thene getting - the
regulatory burden or the cost of the regulatory burden rsggap significantly?

MR CANT: Yes. That is putting huge pressure on the labattoirs to maintain —
even to be open, yes. Individual operators or operatareoferate under a
partnership, supplying a local community with — as a locdt@bare under
significant pressure, yes. Okay?

| will talk about the grain industry. Just following ttieregulation of the grain
marketing handling system, grain growers have faced an@adiincrease in costs
over the last two years. 17 per cent for both thosesyedandling costs. That was
in the 2006 and 2007 season. Effectively, those two seasomgsdyought periods.
The issue with the storage and handling being that grdveeeslimited option as it
is dominated by AVB Grain. They have basically the whallk handling supply
chain across the state of South Australia.

COMMISSIONER MARTIN: Isthe 17 per cent costs, iatthtorage and handling
or---

MR CANT: Yes, storage and handling costs.
COMMISSIONER MARTIN: Okay.
MR CANT: Okay.

COMMISSIONER MARTIN: Does that have other costattwould have increased
as well?

MR CANT: Yes, transport costs would have increasealreéCt. Yes. Itis the
storage and handling | want to talk about.

COMMISSIONER MARTIN: Yes.
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MR CANT: The charges remain the same for storageéhandling, whether you
deliver up country. In other words, if you deliver to youralmsilo site or you
deliver directly to port. Now, obviously there is aigg if you deliver direct to port
for the company but they don't reflect that in theirrges. The charges at the
moment are $17.09. So, there is no incentive for any grtoadgeliver direct to the
port facilities or to - - -

COMMISSIONER MARTIN: That is per ton, is it?

MR CANT: Yes. Or to store their grand on farm amentto deliver after harvest
has occurred. Okay? There is new innovation withenstbrage/handling system,
particularly within Argentina and Brazil with the sltiags themselves. They are like
a — if you can imagine a sausage, but a large sausagg.hdldeabout 200 tons.
Farmers over there, farmers have adopted the syateiihere is over — one
company alone stores 30 million tons in these silo b#gs system of changing the
charges patrticularly at port, it would provide an incenfor growers to actually
invest into this alternative.

More recently, just due to the adversity in the chaegesthe loss of control,
growers across the Eyre Peninsula have formed a new ottgamisalled Free Air.
That is basically to address some of the inherenesabout marketing, storage and
handling that impact on their individual enterprisesesehinclude fertilizer and
chemical charges. In 2005 this region was paying about $3%€fitizer. In 2006

it was 485. In 2007 it was 525. This year alone, if you bofegtilizer today it is
$1450 per ton. A lot of that is just through the dominancewhat do you call it?
Consolidation of corporate companies and having that mpdweer. The same
effect - - -

COMMISSIONER MARTIN: Are these not — when you shg tlomination, are
these not importable, these fertilizers?

MR CANT: Yes, they are. The issue the farmershathat they can’t get a price
and then they are forced to make a decision within ashesgt time. The companies
will post a price. Like in December you couldn’t get mqr January, you couldn’t
get a price. February, you couldn't a price. It wayddarch that they actually
released their prices. Those that supply the fentjlibey all release their prices
within one or two days of each other.

COMMISSIONER MARTIN: Is there an international geifor fertilizer? | mean,
is this - - -

MR CANT: No.
COMMISSIONER MARTIN: Is this just what the localopanies - - -

MR CANT: What you see is | think most of the compamesild sit and wait until
the dominant player actually puts their — posts their pnicethe market, yes.
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COMMISSIONER MARTIN: So, what you are suggesting herthat there was
potentially tacit collusion in the — until the biggest @aput their — posted their
price. The others didn’t move. Then they all placettha@isame price?

MR CANT: Pretty much. The farmers feel that puess That they are not
guaranteed even receiving their fertilizer. So, theyhavnake a decision with a
very short time frame, yes.

COMMISSIONER MARTIN: They don't — there weren’t agis — | would have
thought a group — you are talking about this Free Air GralMpy don't they get
together and just import their - - -

MR CANT: That is definitely one of their objectiveges.

COMMISSIONER MARTIN: Because they are quite eattto do that.
Particularly if they want to be a bit more pro-actitreey could get immunity under
the Trade Practices Act if they put a collective bariggi group even with these - - -

MR CANT: That is right. That is correct. Yekey work on a model that has been
implemented in Western Australia as a grower buying grgeg, Just because they
can wrest some of the control that has previously e away from them and to
remain competitive in their own enterprise - thaythave been challenged to look at
these issues.

COMMISSIONER MARTIN: Because this would be the iswee €Chairman of the
ACCC has been at pains to say there is an opportunity. tifg the growing end, |
think that — | have been thinking about it for a while @nsl pleasing to hear that —
so, this is an Eyre region group, is it?

MR CANT: Yes, that is correct.

COMMISSIONER MARTIN: You mention the — just backvitnat you mentioned
about the packaging, the South American approach, the imovtaere. Is this
another area that the group are going to take onor - -

MR CANT: Most definitely. The key issue is to beeatw deliver to port and when
you are dominated by one party at port and they reflecsdaime charges at port as
they do up country, there is no incentive for farmersrplement another system.

COMMISSIONER MARTIN: Yes. Well, once again, it appe as though there
might — the bargaining or negotiation sort of relativitiesy be addressed if they do
it as a group as opposed to as individuals.

MR CANT: It is difficult to understand how — withihé wine industry, they — you
have — in delivery to a processor, you will get nominatgcha to actually — for
deliveries. Now, the same could be implemented to farmigiis difficult to
understand how a company can charge the same if you dsiyéo Port Lincoln
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when they are only handling the product once — they dan o handle it twice.
How they can reflect that same charge.

COMMISSIONER MARTIN: Well, it sounds unusual. Sorryolymentioned
fertilizers and chemicals. They are both ones thosigis looking at?

MR CANT: Yes. A knock down chemical like Roundup, glygdi®, you know,
that — in 2005 it was $75.0. Today it is $15. Last year & $7a25. It has doubled
in price in 12 months. Obviously they puts severe - - -

COMMISSIONER MARTIN: This is the glyphosate?

MR CANT: Yes. Itis a knock down chemical to — yowwn for weeds. Like
when weeds first come up.

COMMISSIONER MARTIN: What is the — 7.50 is per?
MR CANT: Per litre.
COMMISSIONER MARTIN: Okay. It doesn't retail fahat much more than that.

MR CANT: No, that is right. These pressures aremutin additional impact on
growers and added with that the climate variability ongleas going to put pressure
on marginal country to the north and farmers will obgily be looking at longer
term and how much they actually crop because therbug@risk with some of that
marginal country where they actually put that into a crgppitogram with those
costs.

COMMISSIONER MARTIN: What are — the crops are bakljcgrains, are they?
MR CANT: Grains, yes.
COMMISSIONER MARTIN: Yes. No beef or — do you haweef?

MR CANT: Yes, we have got a small beef industry, yelinly sheep, yes. | just
want to also give an example in one area in regardetddaminance of Coles and
Woolworths and in Port Lincoln. We had a local comptdnay owned a local flour
mill and also owned a local bakery. Now, that company segking to supply bread
into both those stores. They were asked — the only egydould supply the store
itself was to — if they would go and actually fill thelelves. So, morning and night,
they had to actually go and fill their shelves. All tigjiwWhere clearly the other
competitors like Buttercup, Tip Top and the like, it wasalpart of the operation of
managing the store. It shows the challenges thatli sampany or a small
producer within a regional area has in supplying goods orttbadnajor retailer.

COMMISSIONER MARTIN: Yes. So, is that local bakestill supplying Coles
and Woolworths?
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MR CANT: No, it has actually closed. It closed Debemlast year, yes.

COMMISSIONER MARTIN: Is this — perhaps we might getr® more details on
that because this is something | don't think we have naxskeard of until today.
Are you suggesting the closure was - - -

MR CANT: |[just—Imean - - -
COMMISSIONER MARTIN: Had they previously retailed ohat?

MR CANT: They were retailing obviously through — like seday stores, other
smaller independent supermarket chains. Clearly the biggestrsarket chains are
Coles and Woolworths within Port Lincoln itself. Obwaby the synergy between
having a flour mill only 50 kilometres from Port Lincolgving raw supply within
the immediate area and also having a bakery in Port lnjngou would think it was
going to be competitive, yet larger bakeries were supplyiegdofrom — or are
supplying bread from Adelaide. They truck it around daily insyan designated
vans. So, Tip Top run their own truck. Buttercup run tbemn truck. Yet clearly

COMMISSIONER MARTIN: So, they run their own truckhere?
MR CANT: Correct.

COMMISSIONER MARTIN: Your evidence is that — or yoaMe been told that
the local bakery had to fill the shelves themselves.

MR CANT: Yes, the only way they could supply the supeik®t stores was
actually they had to go in morning and night, fill the shelvéhen what happened
during the day when the shelves were empty, that wakfusimpty and obviously
consumers then had limited choice.

COMMISSIONER MARTIN: We have had evidence from othexad suppliers
who have also told us that they have to — at leasbbtiem, the retailers make them
fill the shelves themselves. So I'm not sure exaetigt the policy is and we will
check with the chains but we do have evidence thapaiey of the chains, to get
the suppliers to fill those shelves. So | am not sudrat conclusion we can draw on
that.

MR CANT: | mean, it just goes to show that whew gven have a smaller
integrated business, the challenges they face in supphgngajor supermarket
chains when they dominate the market.

COMMISSIONER MARTIN: Sorry, when you talk about devance, what is the
situation here? Are there no independent storesin -
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MR CANT: There are smaller IGA stores, correct, dintiously the majority of
consumers access both Coles and Woolworths. Tharitgagf the sales would be
through those two outlets.

COMMISSIONER MARTIN: And are you — | mean, what ig thiew in terms of
the location of the chains in Port Lincoln? Are yayisg that this is not a welcome
thing in Port Lincoln?

MR CANT: No, I'm just saying that there is — it caenlg puts out challenges to
small producers of food to get access to the shelf atiéke space of major retailers.
Obviously, the strategy of most of the major retaileisss suppliers and larger
scale.

COMMISSIONER MARTIN: Okay, thanks for that.

MR CANT: | will leave it at that.

COMMISSIONER MARTIN: Now, in terms of grocery pes in the area - - -
MR CANT: Probably the wrong person to ask.

COMMISSIONER MARTIN: Well, you have told us a lotali transportation
costs. Clearly, there are greater costs for goods o Bort Lincoln than, say, in
Adelaide. Does that reflected or are you not particukarslare of grocery prices in
Port LincoIn?

MR CANT: I’'m probably not the main shopper in our fgnso - - -
COMMISSIONER MARTIN: You should have brought your wife.

MR CANT: Yes.

COMMISSIONER MARTIN: Okay, so | won't ask you any quess — | mean,
you have given us some very helpful evidence on timspaatation costs generally
and we might follow up on some of those specific raz&ts; the new imposts and
where they are coming from. You mentioned - - -

MR CANT: The main issue of transport is there isafiernative for this area.
COMMISSIONER MARTIN: In terms of rail.

MR CANT: Yes, in the terms of transport alone, yes.

COMMISSIONER MARTIN: Interms of sea freight, thleahot viable for things
like the sort of things that are between Port Adelaia here?
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MR CANT: Port Adelaide and here, it would take probably@tour journey for
an operation and it used to have a shipping service thataisede to this region
and Kangaroo Island that obviously — and it was subsidisédebgovernment.
Road freight you can deliver, say, to Adelaide probabliiwseven and a half hour
timeframe. When you have got time sensitive goods like séafenean, that’s
critical in its pathway.

COMMISSIONER MARTIN: Any questions.

MR HENRY: Thanks, Commissioner. Mr Cant, my namEugen Henry, I'm a
staff member with the Commission. Following on frtdra discussion about the
retail outlets in your jurisdiction. In the bigger c&stsuch as Port Lincoln — and |
must admit | am not sure of the other major populatidsstwithin your jurisdiction
— how well serviced are they by grocery retail outldB&?they a major chain or
independents?

MR CANT: Yes, there certainly is a — in the widegiom not the smaller
communities — spread of IGAs and Foodlands across tharégelf. So they
dominate those communities. So most communities wowid diae or two of those
stores at least. Certainly, in Port Lincoln we htheedominant retailers, yes, and
that provides benefits. There is not question that deegrovide benefits.

MR HENRY: And as far as — just turning to — are you anrany of the planning
regulations inn the Port Lincoln region or the looailincil — have you heard — |
mean, is access to appropriate sites an issue fafahg majors or independents?
Is that an issue?

MR CANT: Yes, it has been an issue. We have vesgoprobably a new Foodland
being established in Liverpool Street. So that will giwasumers a wider choice.
That will be a large scale Foodland supermarket. Takkibyt out in the wider
reach — probably other areas, just fresh vegetables@hdfa major issue in getting
those to a lot of those smaller communities.

MR HENRY: Sorry, you mean in a transport sense orgatting for an
independent fruit and vegetable outlet or - - -

MR CANT: Just getting quality of supplies is probably thbere seems to — most
of the issues are, in the smaller ones, they probablsegends or thirds in the
standard of fresh fruit and vegetables just becausaiibadl volumes, yes.
COMMISSIONER MARTIN: Do they come from Adelaide?

MR CANT: Yes.

COMMISSIONER MARTIN: So that’s unlike the bakery, thas not local fresh
fruit and - - -
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MR CANT: Very small scale, you know, we have probajay - - -

COMMISSIONER MARTIN: Because we know the chains dooagmodate that if
they are available but obviously that’s not a - - -

MR CANT: We have only got one or two fruit producerked material and that
issue is related to water, access to water.

COMMISSIONER MARTIN: Yes, okay.

MR HENRY: So when you say there was an issue \wiHRpodlands that opened
in Liverpool Street. Could you be more specific there? t\Wiaes it?

MR CANT: It was basically trying to get available daand there had to be
rationalisation of several operators and they had telbeated and the developers
achieved that. So it will be under construction in the feav months.

MR HENRY: So that wasn’t a council barrier or peagitgecting, parties objecting,
it was more a pure logistical matter of - - -

MR CANT: Yes, probably there is certainly a tiglgsen availability of large scale
land like when you are talking three, four thousand squateesof retail space in
one location in the CBD, that is an issue, yes.

MR HENRY: Thank you.

MR CANT: Plus car parks.

COMMISSIONER MARTIN: So you are saying that thera ié/oolworths, a
Coles and a significant IGA?

MR CANT: No, there’s a smaller IGA in Port Lincoln
COMMISSIONER MARTIN: Okay, so not a — just a smaA.

MR HENRY: What size is the Foodlands, did you say?
COMMISSIONER MARTIN: Sorry, | meant Foodlands, goffoodlands?

MR CANT: The proposed Foodland would be about — I think jutst under three
thousand square metres.

COMMISSIONER MARTIN: That's significant, and thesea Coles and a
Woolworths of that size as well.

MR CANT: Yes.
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COMMISSIONER MARTIN: It seems a lot of retail gerges then. Nathan,
Shelly?

MS TEO: | would like to ask him a question. You mentiored the increasing
input by push some smaller player out of the market.t lWasited to ask whether
you think or know whether a large player increase th@&@epmtue to the lack of
competition in the marketplace?

MR CANT: Sorry, you were saying?

MS TEO: You mentioned that the increasing input price @disome small players
out of the market such as butchers and such.

MR CANT: Okay, yes.
MS TEO: Would you say that the lack of competition - -

MR CANT: I think what it reflects is, you know, theseobviously — having a
dominant abattoir industry, whilst we have had high pricesd meat and everyone
would realise, you know, when you go and buy lamb chopsyaovare paying $22,
$24 a kilo. Those prices are not being reflected bacletgrtbwer and in the last six
to seven months the price of lamb has come down frempéak at $4.20 to $3.20
and whilst those prices at the retail end aren’t comingndo

MS TEO: Okay.

MR CANT: So you can surmise out of that. Therebgiausly increased margin in
the supply chain.

MS TEO: Just one more question. Will you be ableotapare the prices in
Adelaide in the supermarkets compared to Port LincolreXample?

MR CANT: [ think, well, put it this way: Port Lincomould be competitive, |
would say, to Adelaide, certainly, to a lesser extenbimesof the smaller
communities.

COMMISSIONER MARTIN: So despite these transport casis - - -

MR CANT: | would certainly say some of the goods likde- buying power of,
certainly, Woolworths and Coles for some goods and sexriscef benefit, yes.

MS TEO: Thank you.

COMMISSIONER MARTIN: Okay, look, thanks for thalust in terms of the Ayre
Regional Development Board, how does that operateyoD have a board and - - -
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MR CANT: Yes, we have got 15 board members and tlsgresad across the entire
region and they are made up of different industry seetaisbusiness
representatives. We are funded through both state eabglovernment so we have
10 local governments across the region that contribtitieceof our operational
costs.

COMMISSIONER MARTIN: That’s a big area to cover, 55,@0@are kilometres.
MR CANT: Yes, it is the size of Tasmania for oegion.

COMMISSIONER MARTIN: Well, thanks very much for carg in, Mr Cant.

MR CANT: Thank you.

COMMISSIONER MARTIN: We will close the hearing withat being our final
witness, thank you very much.

MATTER ADJOURNED at 11.41 am INDEFINITELY
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