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1 GLOSSARY

QA
ABARE
ABS
AFIA
AOF
APVMA
AQIS
ARA
BA

1/ Qa&
/1t Qa
DAFF
FMCA
GTA
HACCP
ISO
LPA
NLIS
MBM
MLA
MRL
NLIS
QA
RAM
SBM
SFMAV
SFMCA
SQF
USFDA
VMDA

Quiality Assurance

Australian Bureau of Agriculture and Resource Economics
Australian Bureau of Statistics

Australian Fodder Industry Association

Australian OilseeglFederation

Australian Pesticide and Veterinary Medicines Authority
Austrdian Quarantine and Inspection Service
Australian Renders Association

Biosecurity Australia

Bulk Handling Companies

critical control points

Department of Agriculture, Fisheries & ForestAustralia
Flour MillersXouncil of Australia

Grain Trade Australia

Hazard Analysis and Critical Control Point

International Organisation for Standardization

Livestock Production Assurance

National Livestock Identification Scheme

meat and bone mea

Meat and Livestock Australia

maximum residue limits

National Livestock Identification Scheme

guality assurance

restricted animal material

soybean meal
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Safe Quality Food
United States Food and Drug Authority
Veterinary Manufacturers & Distributors Association
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2 EXECUTIVE SUMMARY

This report looks athe Quality Assurance (QA) prograoyerating in the animal feed supply chain.

The supply chain has been mapped and flow diagrams provided illustrating the many differing raw
materials used to feed animals in Australia. The project has used the dairy farm as a stockfeed end
use industry toun the pilot study.

The supply chain has been broken down into the following sectors and the existing QA programs are
discussed:

Grain ¢ grain production, on farm storage, external bulk handling, grading, blending,
fumigation and transport.

Vegetable Prtein Meal¢ domestic oilseed crushing, importation of protein meals.

Animal Protein Mealg abattoirs and on site rendering, service rendering, imported fish
meal, pet meat processing, animal protein trading and distribution.

Fats and Oilg vegetable oilstallow, recycled fats and oils.

Miling and Manufacturing Cproducts ¢ flour milling, barley malting, breweries,
grading/splitting/packing, dry pet food manufacture, ethanol plants. Sugar mills, milk
processors, confectionery and snackfoods angh@muct suppliers.

Food Processing gwoducts ¢ vegetable and fruit processing, wineries and distilleries,
Vegetable and fruit grower and market waste.

Fodderg fodder production farm external storage, chaffing and cubing.

Premix Manufacture APVMA and non ARMA accredited.

Feed Additiveg domestic and overseas supply, APVMA registered, scheduled, distributors.
Macro mineralg; domestic and imported, distributors.

Feed Millsg commercial pellet mills, commercial mash mills, specialist horse and aquafeed
mills, integrated mills, liquid feed plants, supplement plants.

Feed Distributiorg bulk transport, bag distributors.

Dairy Farmg; pasture and crop production, conserved fodder, bought in complete feed,
home-mix

The supply chain sectors have been assessegldogzon HACCP principles looking at both event and
perception hazards.

Supply ChairFood SafetyEvent Risks

Supply Chain Food Safety Perception Risks

2 Food Products
Food Products 2N oy oy oy 2y e

Reciducs Additives '::h;‘;is Microisiogical Plant Toxins

Bisterroris m QA Program Regulatory

BSE Feed
Ban

Traceability

Grain Insect - -
Heavy Metals, e Dioxins Pedigree
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Each supply chain risk is discussed and the critical control points for each identifiezkiSthrey QA
controls in place provide Australia with a robust QA system that has an excellent record of managing
feed and food safety hazards. The data provided through various testing programs identifies the
supply of meat, milk and eggs as being of ehhygality and low risk in terms of contaminant
presence. The level of risk presented by each of the event risks are listed below:

BSE Risk Moderate Risk

¢tKS O2y(iNRfa !daAaGNIfAlI KFa Ay LIXIFOS I NB 2
position of BSE free status. While there could be tighter controls imposed, the relative cost
benefit does not support such action, especially in the light of global sentiment to reduce rat
than increase BSE control costs.

Chemical ResiduesModerate Risk

While Australia has an excellent record in terms of a very low level of chemical residues det]
in meat, milk and eggs, there remains a risk of a major incident occurring. The existing cont
are reliant on no misuse of chemicals armhdor declarations identifying incorrect chemical us
Ongoing testing programs are essential to detect any non compliance that need to be addre

Heavy Metal; Moderate Risk

Even though Australia has a good record for heavy metal presence in miéaand eggs, there
is seen to be a moderate risk that requires on going vigilance and control. The risk of import
raw materials containing heavy metals needs to be controlled to ensure the supply chain do
not face food safety challenges.

Feed Alditives ¢ LowRisk

The risk of feed additives causing problems for the feed supply chain is seen as being low. ?
however due to the existing control measures and recognises the continued need for diliger
ingredient suppliers, premix and feed m&acturers in running their QA programs.

Grain Insect Presence and ContmModerate Risk

Based upon NRS test results there would seem to be a low risk of residues from grain prote
There is however a higher risk from incorrect practices thag ma be monitored through NRS
grain testing and the control measures within the supply chain for grain protectants need to
the risk at a moderate level.
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Metal and Foreign Materialg LowRisk

The presence of foreign material presents significant problems for individual operators in the
supply chain. There is an impact upon operator production stoppages, reduced throughput ¢
livestock injury or death. Thesekssare however localised and there is not seen to be any wic
industry risk from these occurrences.

S5A2EAY & clLowRisk / . Q&

The risk of dioxins entering the feed supply chain is considered to be low.

Microbial Pathogeng; Low Risk

The risk of microbial pathogens in feed presenting food safety risks are considered to be lov

Product Pedigree Low Risk

There is seen to be a low risk to the food supply chain resulting from the hazards feed
specification, physical traits, mycotoxinsfeed age.

Plant Toxing; Low Risk

Although the presence of plant toxins can have a dramatic impact upon animal health and
performance, the incidence is very localised and can often be seasmilalgnced. It is seen
that plant toxins provide only a low risk to the food supply chain.

Traceability¢ Low Risk

Major steps have been taken in the supply chain to provide increased levels of traceability.
event of food safety incidents the system is seen as being capable of providing sufficient
traceability to allowevent investigation, product recall and rectification actions.

Bioterrorism¢ Low Risk

Bioterrorism is seen as presenting a low risk to the Australiath $e@ply chain.

Biotechnology¢ Low Risk

Access to biotechnology such as GM stockfeed ingredients is not seen as a food safety risk
are some identified trade ris; these are however seen to be low risk.

o | Feed Supply Chain QA Mapping



QA Program Sustainability Moderate Risk

{dzAGFAYAY3I 1dzAGONFEAFQ& v! LINPINI Ya KNP A
risk to industry. Sufficient industry and government commitment sesburces are needed to
ensure all parts of the supply chain are fully engaged.

QA Program CommunicationsLow Risk

Although there are limitations with the communications that occur in the supply chain, Austr
is advantaged through having defingalustry groups that work with government organisations
to address feed supply chain risks.

QA Program Regulatory Framewogk_ow Risk

The Australian regulatory system for stockfeed is considered to be a low risk to the supply ©
in addressindood safety incidents. Although changing legislation is a lengthy process, capac
exists for regulators and industry to work together to fast track responses needed to addres
supply chain threats.

Risk Managemeng Low Risk

In the event of a feg safety event occurring, Australia is well placed to manage the incident.
Management systems and controls are in place to provide-@dmated government and
industry response.

This report has application to the following areas

¢ Report use byndividual feed mills in strengthening their QA and HACCP programs.

e Report use by other non stockfeed manufacturer parts of the supply chain t@dzdtter
understanding of supply chain QA linkages.

e SFMAV and SFMCA will use the report to prioritistaéurwork in managing QA risk and
developing strategies for improvement.

e SFMAYV and SFMCA will communicate supply chain gaps to major stakeholders.

e Further work between SFMAV and Victorian State Government departments to optimise
industry performance, thsi including the introduction of the Australian Feeding Standard.
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3 INTRODUCTION

The sockfeed ndustry in Victorigplays a significant role in the conversion of raw materials produced

within Victoria into animaproducts meat, milk and eggs through the rafacture of animal feed.

{201 CSSR al ydzfI Oi dzNBSMEAYhas! canpi2t€iian lindusry Se@cF PlanA O 2 N.
which defines the Victorian stockfeed industry in 2004/05 as using 3.28 million tonnes of feed and

having 42 feed mills. It is estimated these feed mills provide employment for 3,220 workers.

The Industry Sector Plan identified quality assurance (QA)haghly significant issue affecting the
industries future. The industries strategic plan includes the linkage of QA from raw material suppliers
in the supply chain through to feed end users.

It is of note that a recently held Dairy Australia Techni&stids Reference Group meefifgs also
identified quality assurance through the stockfeed supply chain as the highest technical risk issue for
the dairy industry. Similarly the poultry, pig and beef industries have placed greater importance
upon food safty and the need for QA controls through the animal feed supply chain.

Globally animal feed supply is recognised as being part of the food supply chain. Feed safety can
have a direct impact upon food safety. Due to this linkaghin the context of this @port the terms
food safety and feed safety are used interchangeably.

This project known as the Feed Supply Chain QA Mapping Project is being undertaken by the SFMAV
and is supported with funding provided from Regional Development of Victoria (RD\$jdbiathe

further development of the stockfeedndlustry in Victoria.Recognition is given to an earlier
Integration and Traceabilityr&ject conducted byhe Victorian Freight and Logistics Couacit Icon

Global Link has looked at supply chain mappmifigairy and beef products from the dairy and beef
properties through processing, shipping and distribution to overseas retail market destinations. This
SFMAV project looks at supply chain mapping from stock feed ingredients through to the livestock
farm.

3.1 Project Objective

The feed supply chain is currently reliant upon various QA programs operating in each segment of
the supply chain from raw material suppliers to milk, meat and egg food processoraakdters.

This project has lookeat how these QA programs interact, gaps in the transfer of essential
information and methods of increasing the efficiency of the supply chains information sharing and
transfer.

This project is designed to provide materials supportingftiewing appliation areas:
¢ Information that can be used by individual feed mills in strengthening their QA and HACCP
programs.

! Industry SectoPlan completed December 2005 with funding support from Regional Development Victoria.
51 ANB ! dza G0N} ftAF ¢SOKYyAOLFt LaadzSa wSTSNBYyOS DNRdzLJ YSS
Council of Australia participation.
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o Data of use to other non stockfeed manufacturer parts of the supply chain to gain a better
understanding of supply chain QA linkages.

e SFMA and SFMCA will use of information generatedrioritise further work in managing
QA risk and developing strategies for improvement.

e Information on supply chain gaps that SFMAV and SFMCéooanunicate to major
stakeholders.

e Optimisation of industry pdormance throughdirther work between SFMAYV and Victorian
State Government departments

The larger objective is to gain greater confidence in supply chain QA and the transfer of this
confidence to consumers of meat, milk and eggs produced in Victortzofbrdomestic and export
markets.

3.2 Project Methodology

The project hasitilised QA Mapping to defia the supply chain in terms :of

U QA programs operating in each part of the chain, including grains industry, other feed raw
materials such as vegetable arahimal protein meals, feed additive suppliers, feed
manufacturer, livestock producer and transport through the feed chain throughotal f
processor. This projedncludes regulatory controls and linkage to government and industry
licencing and regulation.

U Critical information required by each part of the chain and the reliance upon transfer of this
information through the chain.

U Role of QA accreditation and vendor declarations.

The dairy industry halseen used in completig a pilot study; this studincluded the involvement of
project participants that have recognised the potential benefits being derived from project
completion. The pilot study has involved participants in each seatdahe supply chain, these
including grain growers and bulk handlers/metides, protein meal suppliers, feed additive suppliers,
premix manufacturers, feed manufactugedairy farmers, milk processors and transpoperators.
Additional input hasbeen obtained from government regulators and associated industry
organisations.

TheSupply Chain QA Mappingoiect report has been split into two sections:

Report 1 Supply Chain Mapping Reparprovides details of the supply chain in how it operates and
the food and feed safety risks identified as being controlled through the supply chain.

Report 2 Supply chain gap analysis and recommendatigna report for SFMAV that provides
recommendatios in areas of the supply chain QA systems that can be improved.
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3.3 Industry Background

Total animal feed use within Australia is estimated tolied MMT in 2007/08 ($agg 2008), this
volume does nothoweveraccount for volume increases due to drought fegemand years. It is
estimated that 60.5% of this feed is supplied from dedicated manufacturing mills and the remaining
39.5% is mixed on thsite of livestock production. Dsite feed manufacture applies to beef feedlots

as well as farmers mixing thewn feeds.

Thesupply of animal feed plays a critical role in supporting the production of livestock products such

a YSI

-0z

YA

FyR $§33a0

ldza G NI £ Al Q&
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due to the access of suitable rawatarials for the supply of animal feeds. Maintaining a safe and
reliable supply of stockfeed is recognised as an essential component of Australia retaining its
position within the global market.

Diagram Ilprovides an overview of the supply chain; thisrtiies the major supply chain sectors
that are discussed. The diagram illustrates the that most raw materials can move to dairy farmers
either through the manufacture of feed by stock feednufacturing mills odirectly to farms where

feed is mixed on site. This report whilst focusing on the feed manufacturing route, also identifies

issues relevant to the supply of feed materials to farmers mixing their own feeds.

Diagram 1. Supply Chain Overview

Grain

Vegetable
Proteins

Animal
Proteins

Fats & Qils

Milling &

Co-products

Manufacturing

Fodder

Food
Processing
Co-products

H FeedMills |

Macro
Minerals

Feed
Additives

3 Dairy Farms

| Milk
Processors

In the follaving sections, ach supply chain sectds mapped in more detail and a description
provided of how it operates. Details of the QA controls operating within each sector are presented.
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4 GRAIN PRODUCTI®@GND SUPPLY

The Australian grains industpyoducesannually around 30 MMT of winter cereal crops, refer Figure
1, with wheat and barley being the predominant crops growhe production of summer crops is
significantly less, with sorghum production averaging 2 MT annually as shown in Figure 2.

Figurel. Winter Cereal Production 1989/9 2008/09
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Source: ABS Agricultural Commodities Historic Data and ABARE Crop Reports

Figure 2. Sorghum Production 1997/28008/09
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Source: ABS Agricultural Commodities Historic Data and ABARE Crop Reports
The supply bfeed grains is directed to a number of different markets, these being:

1. Export Marketsq wheat and barley exports represent over 60% of grain produced as shown in
Table 1. Exports of other grains are considerably less relative to domestic consumption.
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Table 1.Grain production and export000 to 2006 W n n n

Grain Production Exports % Exported
Wheat 15,013 69.5%
Barley 5,039 64.5%
Oats 156 11.5%
Triticale - 0.0%
Sorghum 415 21.7%
Maize 32 8.3%
Lupins 433 42.0%
Field Peas 246 61.4%
Total 23,335 62.7%

SourceAustralian Food Statisti006

2. Domestic Feed, feed grain use in a typical year is around 9 MMT, with this increasing during
drought years with increased demand from dairy, cattle and sheep feeding. The feed industry is the

largest domestic grain magk destination.

3. Domestic Flour Milling dzi A f A & S a

Hd®Pcaa¢ 27

6KSIG | yydz €
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4. Domestic Malt¢ based upon ABARE data, around 800,000tonnes of barley is used by the malting

operations based in Australia.

5. Ethanol¢ to date only limited amounts of grain are used for ethanol production. This may

increase more significantly the future.

4.1 Sector DescriptiorGrain Farm to Feed Mill

Australia has a strong emphasis on farm ownershifahyilies;farm ownership in Australia is 99.6%

by families (ABARE 1998here were 24,947 businesses growing grain as part of their agricultural
activity in 2006 (ABS0R8a). From the many grain growing farms, grain from off header harvest is
either held on farnwithin storage or delivered directly to external bulk handlers or end users.

In recent years the volume of on farm storage hagdased, with less relianam delivery to larger
bulk handling companiesiowever the majority of grainremains destined foreceival by the four

largest grain marketing companieshese being ABB, AWB, CBH and Graincorp. Many other

companies operate grain storage facilities, these being aimed at soggigth the domestic and

export markets.

Grain storage is required to ma#in grain quality, preventing moisture damage and live insect

presence. The industry utilises chemical treatment programs to control wedettation. The

majority of grain is grown as a winter crop, resulting in large volumes of harvest grain beiaglava

through the OctJanuary period. Harvest commences in Queensland and nsmegh through the
summer months. This harvest grain is stored for either export or later delivery into the domestic

market. Domestic market supphas a number abutes, as fiown in Diagram 2and includes direct
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grain grower to livestock end user, bulk handling accumulators, storage agents and traders, grain
transport operators and feed manufacturers.

Diagram 2.Supply Routes Grain Farm to Feed Mill

4

1 Transport
Graim | 4
Farm

Dairy
i | Farms.

Grain
Farm

Grain
Farm | |

Grain
Farm

Grading | L cradipa® | |y

4 Elending
Transport Humigatio

In almost all casethere is cemingling of grains through the system. The larger volumes of grain
handled through the traditional bulk handling system results in grain movement and bulking with
the loss of ability to trace grain back to individual growers. It is only threitler more expensive
grain segregation by the bulk handlers or direct grain grower to livestock end user supply where
individual grain production may be traced to animal feeding. The grains industry thus relies upon
retention of records from productionhtough to grain receival, at which point there is a reduced
capacity to trace end use.

Grain transport utilises road delivery from farm to storage silos. Grain movement from inland
storage facilities to port locations is by a combination of rail and rdadnsfer of grain to domestic
end users is mainly through road truck movement.

Grain that does not meet receival standards either at bulk storage accumulation or at end user
receival is either downgraded for sale to other less sensitive buyers or is processed to remove the
contaminant. Where excessiveeed seedsre present this majnvolve grading and where weevils

are present grain may be chemically treated.

Whole unprocessed grain cannot be imported into Australia within AQIS import permit approval.
Australia does not normally import any cereal unprocessed cereal grains andrilyisduring
extended periods of drought that cereal grain has been previously imported. During 2002/03,
sorghum, wheat and corn bulk import shipments took place. The import controls limit movement of
such grain to feed manufacturing mills located in clpseximity to import unloading facilities and
having heat processing capability. Whole unprocessed grain cannot be transferred inland.
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4.2 Grain Supply QA Controls

The grains industry has a long history of being attltmeend user market demands in terms of grain

guality. Thisto a significant degredas been due to the regulated control of grain marketing in

Australia, with the dominance of the single export desk for a number of cereal grains. The grains
industry hasoperated for many years under the influence of the major grain exporters setting

receival standards against which growers and the domestic market operated. Under a deregulated
export market, the responsibility for release of receival standards is naenihe direction ofGrain

Trade Australia GTA). GTA was until recently known &se National Agricultural Commodities

Marketing Association (NACMADN conjunction with varias industry organisations, GTdevelop

and publish grain standards to ensure objeity in grain specificationThe standards are updated

annuat @ YR FNB | OOSLIWISR a (KS AyRdzZAGNEBQ&a adl yRFN

Grain at the first point of delivery is subject to sampling, inspection and test. For grains delivered
against either GTA or inddial purchaser receival specificatigrthe receival standards ingile the
following:
e Visual Examinatiort assessment for defective grains and contaminants. This includes
evidence of weather damage and sprouting, mouldy grains, ball ,sengbt, pickled grains
and live insects.
o Test Weight; use of a hondrometer or balance method to measure test weight in kg/hl as
received.
e Screeningg based upon material passing through the defined screen.
¢ Unmillable Materiak light material above the screen including wefieads, chaff and larger
weed seeds
e \Weed seedg maximum content for various definasleed seeds
e Moisturec maximumlevel.
e Proteing in use for milling wheat and malting barley grades.
e Chemicals not approved for stored grammcludes:
o all chemicals Wwich are not registerg for use on stored grainis the state where the
grain is grown;
0 chemicals registered for use on stored grain but which have been applied at a rate
outside the legal ratspecifiedon the label by the manufacturer;
0 grain containing ay artificial colouring or pickling compounds.

4.2.1 On Farm QA Programs

On farm QA has been on the agenda of the Australian grains industry for a number of years and over
time there has been varying levels of commitment to its adoption. To dhtegtainsindustry has

not taken upon farm QA programsotany significant extent. Whilerograms have been developed

over a number of years, thememainonly a small number of growers that are QA accredited.
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The twolonger standingorograms operating are Graineaand SQF00, in more recent years the
CBH Group has introduced their own on farm QA program known as Better FaAmotQer earlier
program known as Great Grainugderstood to beno longer operating.

Graincare
The objective of Graincailis to be an on-farm program designed to assist grain growers produce
grain which will sasify the QArequirements of the market.

Graincareis an auditableCode of Practice covering cereals, pulses and oilseeds, developed by
growers through the Grains Council of Aasia (GCA) in partnership with the wider grains industry
andwassupported by the Grains Research & Development Corporation (GRExG)care was sold

by GCA and is now operated as a private commercial e@igincare Australia Pty Ltd.

ISO 9002 wassed & the basis for Graincammbined with HACCP principles to develop an on farm
QA programThe QA modules in use within Graincare:
¢ Management; addresses training, internal audits, quality records and document control.
¢ (Chemicalsc includes persigint chemicals in the soil, obtaining and storing chemicals and
paddock, cro@ndgrain treatments.
e Grain ¢ modulecoversinputs and service suppliers, paddock selection and preparation, crop
management, harvesting and harvest equipmentfarm storage andhandling and offarm
transport.

Mixed farming operationgan becomeGraincare accredited and also consolidate their QA control
activity with LPAOn Rarm QAwhere livestock modules are included.

Graincare providea QA Manualo graingrowers thatincludesthe standardagainstwhich farms are
audited annually. The limitation with Graincare is the low level of uptake, with less than 1% of
growers completing accreditation.

SQF1000

The Safe Quality Food (SQF) program was initiated in Western Ausiyattze Department of
Agriculture in 1994. In 2004 the program was sold to the Food Marketing Institute to run SQF as an
international food safety program.

The Program provides independent certification that a supplier's food safety and quality
management system complies with international and domestic food safety regulations. SQF
certification is based upon compliance to SQF Codes, with audits completed by SQF directed
auditors. SQF1000 applies for primary producers, whilst SQF2000 is for food mannfpetodi
distribution.

SQF1000 certification provides a statement that the primary producer has implemented a food
safety plan and that the plan meets HACCP principles and regulatory amguits. SQF1000
certification can be at three levels|level | Food Safety Fundamentals, Level Il HACCP, Level Il
Comprehensive Food Safety and Quality Management Systems.
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SQF1000 places significance upon the supplier (grower) and buyer clearly defining product
specification and the supplier meeting thisesjffication standard.

It is not known how many grain growers have completed SQF1000 and at what levels this has been
achieved. Being originally WA based, there was considerable interest prior to the program being
taken into the international market thragh FMI.

Better Farm 1Q

The CBH Groupas introducedts own on farm QA program known as Better Farm GBH is using

both a positive incentive through paying a 50c/tonne bonus for QA accredited growers and a
negative reinforcement through a grain testincharge where grain is delivered to CBH QA sites and
the grower is not accredited.

Better Farm QA is claimed to now beplace for 20% of growerepresenting at least 50% of WA
grain productionTheCBHive year strategy is to hawwe100% quality assured supply chain by 2013.

.SGGSNI CENY v! A& f Ayl SR (Ghfarm.audiesavill Beccghdufted®y nnn v
AYOGSNYyLFE /.1 a01QFTF dzyRSNI / .1 Qad {vC Hnnn &aedaidsy:
R dzNJ y Jextémallalid There wibe a small number of growers who are externally audited on

an annual lbsis to verify the programBetter Farm IQrecognises growers that have already
completed either SQF1000 or Great Grain accreditafidre program requires HACCRngiance

and provides a training and facilitation program.

In a survey of Western Australian grain growers that had completed either Great Gra@F1000

on farm accreditation(Kingwell 2003)there was recognition of some of the drivers that either
enourage or discourage grain growers from gaining QA accreditation. The retention of QA
accreditation by growers was strongly linked to seeking a price premium for grain supplied. Whilst
39%believedthat QA is worthwhile even if no price premium was avadalthe majority would
guestion retaining QA without a price premium.

4.2.2 Trading Contracts

Grain buyers within their purchase contracts include clauses relatinggmical contaminantsGTA
provides to industry proforma contracts angendor declarationdncluding standardterms and
conditions for the trade of grain within Australia. This has be#al for anyone purchasing, selling,
trading, broking or operating in the commercial grain industry. GA& contracts and vendor
declarationscover all grainsoilseeds anghulses.The GTA contract includes the following conditions
relating to chemicals:

CHEMICAL AND PESTICIDE RESIMHégESeller warrants that the commodity complies with all State
and Federal Laws and requirements relating to chemical pesticide residues and specified
government designated maximum residue levels.

[/ 2 Y LJ ok esihg GTA contracts have in most cases adopted similar conditions relating to
OKSYAOIEf FyR LISAGAOARS NBaARdISA YR aw[ Q&
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4.2.3 Vendor Declarations

Many operators inhie supply chain are requiring grain suppliers to complete vendor declarations in
addition to having grain contracts and inspection and testing at grain receival. There are a number of
declarations in uséor grainsthese being:

GTA Grain Vendor Declarati ¢ this declaration requires both the supplier and buyer to be
identified, together with the commodity quantity, delivery period and contract number. The
suppliers must complete either sections A or B as shown below:

A | certify that the property on which the grain is grown or storage facility in which|the
commodity has been stored carries accreditation under an independently audited QA program
which includes chemical residue management and that the name of the progragfollows:

QUALITY ASSURANCE PROGRAM

ACCREDITATION / CERTIFICATION NUMBER

OR

B | certify that the grain delivered against this receipt by me or my representative
hasNOTbeen treated with a pickling compound or other seed treatment.

and 2.1 hasNOTbeen treated with any fumigant/pesticide/insecticide.

or 2.2 has been treated as detailed below:

in accordance with the registerdd\BElof those chemicals,

at RATE®Sot exceeding the maximum rates set out on the label, and

the WITHHOLDING PERI@Dthose chemicals has been observed.

The GTA Grain @onodity Vendor Declaration is provided to the buyer either at the receival point
or prior to delivery. The GTA Vendor Declarations are recommended by the Stock Feed
al ydzF I O dudeBf Nibstealiafor use by stockfeed manufacturers.

Safemeat Commodity Vendor Declaratianrequires provision of greater detail than the GTA Grai
Vendor Declaration

e Confirmation that grain is being delivered ex farm direct from paddock or fromaon f
storage or from multi vendor storage.

e QA program operated at the property or storage facility.

e If no QA program is operating, listing of@lkemicals applied to the commodity whilst under
the sellers control as well as chemicals applied to crops gnitmn 100 metres of the
commodity.

e Whether the property has a chemical residue status classification.

The Safemeat Commaodity Vendor Declarations are used by many beef feedlots operating under the
Australian Lot Feeders Association QA accreditgifogram.

A new vendor declaration is being developed through Safemeat for-meitior commodities. This
is a simplified form allowing gpliers of cemingled grains to provide required information relating
to the supply of grains and other conudities from theirstorage facilities.
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Milk Company Supplier Declarationsthese are customised declarations provided by some of the
milk processors for use by their milk suppliers. These declarations can be used for either the
purchase of feed grains as well as mawrtiized dairy feds. Thedeclarationsrequire the seller to
declare that the stockfeed being supplied complies withftiikowing conditions

any chemical treatment applied to any component of this consignment during storage an our
premises or otherwise in our possessi@as as per pmuct label approved by the Australian
Pesticide and Veterinary Medicines Authofdy Agriculture and Veterinary Chemicals and that the
withholding period specified on that label has been observed; and
In relation to the sourcing of ramaterials:

the property on which the commodity was grown, or the storage facility in which the commodity has
been stored, carries accreditation under a recognised, and independently audited QA program, which
includes chemical residue management provisom;
has been purchased under a contract in which the supplier warrants that the commaodity cgmplies
with all State and Federal laws and requirements relating to chemical and pesticide residues and
specified Government designated maximum residue |e@éls;
in relation to direct farm purchases that the supplier of the commodity has attested to the effegt that
any pesticides/insecticides used on the grain have been applied in accordance with the registered
labels of these chemicals, at rates not exceeding thgimmam rate set out on the label of these
chemicals and the appropriate withholding periods have been observed.

Bulk Handler Delivery Declaration these are used by bulk handlers when grain is delivered to
receival sites. They calpon grain gravers to ceclarewhether the grain being delivered has dre
treated with any pesticide and if so confirm what chemicals have been used.

4.2.4 Storage & Handling QA Controls

Major Bulk Handling Companies

The majorbulk handling companies (I /) f2@uire grain growers tde registered to supply grain

into their bulk handling network. This registration provides a means of recognising and tracing grain
delivered into the bulk handling network of storage sites.

GTAhas also released Codes of Practice relating to the stamadetransport of basic commodities
and basic value added product3hese Codes are published in conjunction witie Australian
Oilseeds FederatiofAOF)

GTA maintains a registry aof | / Qith these companies being listed on the GTA website
(www.nacma.com.au/location_differentials/registered_bulk_hand)er§he primary objective of
NEIAAGSNRAY3I .1/ Qa Aa FT2N) G§KS RS Fekeyftialy ehablihd@ thed i NI O
pricing of Track Contract at any of the gazetted upcountry receival Sis#®en companies apply for

GTA registriion they are required to meet a number of additional conditions, one being provision of
information relating totheir QAprogram in operation.
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For the 2008/09 grain season there are twelve companies registered with@ah#panies operating

single site storage operations and/or not needing to use Track Contracts are not registered by GTA.
Whilst the storage and bulk haridg industry does not have a defined code of practice, the
companies registered by GTA all must have QA programs based upon either ISO or HACCP systems.
The fivef I NB S &h&ndle the nafority of grain in Australénd their defined QA system controls

are shown below:

Bulk Handling Company QA Program Controlg as defined within GTA
registration

Australian Bulk Alliance (ABA) ISO 9001:2000

ABB Grain ISO 9001:2000

AWB GrainFlow ISO 9001:2000

CBH Group ISO 9001:20QC5QF 2000, HACCP

Graincorp 1IS09001:2000

Source: GTA

The scope of ISO certification ds! OOdzYdzt A2y S &0G2N} IS o6f SYyRAY3:
outturn of commodities for export and domestic customers. Commodities handled at this depot
AyOf dzZRS 3INIAya FyR LXIFYyd LINRPRdAzOGEE D

GTAregistered bulk handlers are required to have in platerage and bulk handling agreements
These agreements define the bulk han@eobligation in terms of receiving grain, storage practices
and outturn standards. They include conditions relating targf@amigation and chemical use.

Under 1SO9001:2000the bulk handlers have quigl management systems in plader their

operations. There is no defined industry code of practice gmin bulk handling and storage.
Companies define their own control ggsns and implement these through their organisation. Over
GAYSZ Yiryeée 2F GKS alyS O2yGNRt LINRPOSRdAZINB&a KI @S 6

Private Storage Agents

l ONRPaad ! dZAGNItAFQa 3ANIAY LINPRAzOGAZ2Y NBHaeisya GKS?
no consistent use of QA programs being used. Some companies are ISO 9001:2000 accredited and
2LISNFGS v! LINPBANFYa &aAYAf Il Nlarg &lso doihe st@ageNdiphits 6 &  { K
operating with minimal QA controls thdtave no accredited QA program.

The QA systems used by private storage agents are driven by client demand. Those that are storing
grain under contract for more quality astute buyers fuf, malt and feed grains are required to
provide assurances of the adequacy of their QA controls in place. Other storage agents, supply grain
to less discerning markets, are not being forced to implement audited on site QA.

On Farm Storage

There are dF SNA Y3 S@Sta 2F O2yGNRf FLILIXASR (2 3INIAY
versus grain received from on farm storage post harvest or from non grower suppliers. Harvest grain

is delivered directly to grain receivaltes with site inspection andest confirming the grains

suitability forreceivaland transfer to storage.
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Grain being delivered from either grower or non grower stordget directly off header}o the
YFE22N) .1/ Qa ¢Aftf 2F0Sy NBI dzA NB ( KySandpdakidtich afS NJ { 2
information on use of storage chemicals, as well as potential grain testing for chemical residue
content.

Grain being stored on farm for later delivery is subject to QA controls applied from on farm QA
programs where they are in operati.

5 VEGETABLE PROTEINS

The Australian feed market utilises both domestically produced and imported vegetable protein
meals. These raw materials are derived from the oilseed crushing industry, with the primary
products being vegetable oils for humaoansumption, industrial and biofuel uses. From the crushing
of oilseeds, the residual material provides high quality protein for animal feeding purposes.

5.1 Sector Descrifpon Vegetable Proteinso Feed Mill

5.1.1 Domestic Vegetable Protein Products

Australian dseed crushing plants are located in all mainland states. The major oilseed crushed is
canola seed, with lesser volumes of cotton, soybesmmflower, safflower seedsand peanuts
crushed.

There are two larger oilseettushing companiesCargill Austraéi and Riverland Oilseed Processors.
Each company runs three crushing plants. In addition there are another three significant canola
crushing plants as well as a number of smaller plants with specialty crushing or full fat soy
production capacity.

Thematerials being supplied to the feed industry are:

1. Oilseed mealsc the coproduct left after oil extraction. Oil removal utilises one of three
processing methods as described by Spragg and Mailer (2007):

Cold press oil extractiort canola seed is not rp-conditioned prior to oil extraction, with
temperatures up to 65°C being generated within the expeller due to frictional forces.

Expeller oil extractiorg seed is heat conditioned and the expeller press opsiatio optimise oil
extraction. his can genete meal temperatures up to 135°C for the brief period seed cake is
passing through the press. Some plants operate double pass systems where seed cake is reprocessed
to increase oil recovery.

Solvent extractiong involves a two stage oil extraction pra&= utilising an initial expeller extraction
operating at 100- 120°C, resulting in the production of a seed cake with approximately 20% oil
(equivalent whole soybean cake). This then undergoes solvent oil extraction using hexane, and then
a final desolvetising and toasting process at temperatures of 1005°C.

2. Full Fat Meat, mainly whole soybean produced through extrusion and retaining the seeds original
high oil content. Use is greatest in pig and horse feeding applications.
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3. Oil¢ vegetable ds are usedn animal feeds.

4. Hullsc oil extraction from cottonsunflower seedsind peanutsequires removal of hulls prior to

oil extraction. The high fibre hulls are mainly supplied to beef feedlots, in some case they may also
be used by feed mills. Their high fibre and low energy content make them useful as roughage
sources within beef and slep feeds.

5. Whole Seed; whole unprocessed seed is supplied for animal feeding, this includes:

e Cottonseed; used by beef feedlots and some dairy farms as a source of energy, protein and
fibre. Due to their light weight and more expensive freight costsy are used closer to
northern NSW and QIld where they are available from cotton gins. Whole cottonseed is also
exported to other feed market destinations.

e Canola seed; used by some feed mills, acts as a higher energy source for poultry
production.

e Sunfbwer seedc greatest use within the horse feed market.

6. Crop Traslt use of crop residues have been limited due to potential chemical residue Bisits.
industry and regulator recommendations are that cotton trash from either farms or cotton gins
shoul not be used in cattle feeding.

5.1.2 Imported Vegetable Protein Products

The major vegetable protein meal imported is soybean meal (SBMyetable proteirimports ae
dependenton the season in Australia, whedzought conditions tend to increase importiie to

higher relative prices for canola and cottonseed meals and reduced domestic availability. Australia
imports about 600,000 tonnesf SBMper annum. The three main sources @mgenting Brazil and

the USA, dependingn global prices and freight ctges. At the current time, most imports are from

Brazil and Argeimta. The largest user of SBM is the poultry industry, followed by the pig industry.
The dairy and beef industries are small users of soybean meal, preferring to use domestic sources of
canoh meal, cottonseed meal and lupins.

Other protein meals imported include palm kernel meal and copra méalumes of these raw
materials increase during drought years, with the dairy industry becoming a larger hised
distillers grains have been imged for manufacturing trial purposes.

Vegetable protein meamports arecontrolled by AQIS Import Permit restrictions and although not
as stringent as the cereal grain requirementsey are $ll relatively onerous. Import permit
requirements are dis@sed further in the next section.
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The supply of proteins from both domestic and overseas crushing plants is shown in Diagram 3.

Diagram 3.Supply Rutes Vegetable Proteinto Feed Mill
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5.2 Vegetable Protein Meal QA Controls

Most of the companiescrushing oilseedare members of the Australian Oilsedi@ederation (AOF)

The AOHRlefines oilseed receal standards, these being published for the industry by GTA. These
standards are used by the bulk handling grain accumulators to assess graiy gueaditeival. In
effect the QAcontrols in place for oilseeds are essentially the same as those operating for the grains
industry as described in section 4.2. An exception to this is the production of cotton, where lint is
delivered to cotton gins, with re#ing white cottonseed being available for oilseed extraction.

Companies devep their own QA programsaking account of the AOF Code of Practice. The Code of
Practice covers:
e SJorage of Cereals, Oilseeds, Pulses and Vegetable Protein Meals and Hulls.
Road and Rail haulage of Cereals, Oilseeds, Pulses and Vegetable Protein Meals and Hulls
and Edible Liquid Products.
e Bulk transport of Vegetable Oils by road and rail.
e Protection againsSalmonella

The code covers conditions including storage, chelmisa, training, recordssite security, QA
procedures, transport and exclusion of prior load carriagjge code has application for both
imported and domestically produced vegetable protein meals and oils.
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The AOF makes available its Code of Practicedlontary use by the oilseed industry and there has
been no move to provide auditing or accreditation of oilseed crushing plants. Oilseed plants initiate
either their own internal or independentexternal audits Those companies and sites that have
HACCP and Code of GMP accreditation have this for Quality and Food Management Systems for the
processing of oilseeds into protein meal and edible oisaumber of sites also retain ISO9001:2000
accreditation.

5.2.1 AQISImport Control

Vegetable protein meals cannot be imported into Australia without an import peffoitgain AQIS
import permit appoval, the following requirements must be met:
e Importer detailsc the person or organisation importing the goods into Australi
e Exporter detailg the individual or organisation who is sending the commodity to Australia.
¢ Product/commodity detailg the product nameand description.
e Proposed end usein this case stock feed use.
e Country of origin
e Country of export
e Product peparation ¢ manufacturing processes that the finished guzt has undergone.
Provision otertified scheme/accredited source information
¢ Manufacturing details ¢ information regarding ingredients and preparation (eg.
manufacturer's declaration, processyilaharts).
e Location growrg registered premisewhere pocessed.
e Genetically modified status; whether product contains any genetically manipulated
material.
¢ Mode of transport
¢ Route details to Australiafrom departure until arrival into Australia.
e Location details on arrival in Australia
o Where will the product be inspected and/or processed and/or held in Post Entry Quarantine

AQIS operang under the Quarantine ACT nsquired to ensure that imported materials do not
present a risk from foreign pesand diseases. On arrival, vegetable protein meal shipments are
subject to AQIS inspection. Under conditions where a plant or animal disease threat may be
suspected, product sampling and testing is required. The specific threats being assessed on product
inspection includes presence of insects, plant and animal pathogens, microbial risk and BSE through
animal protein contamination.

5.2.2 Finished Meal QA
Crushing plants operate laboratories to assess incoming, $igeshed oil and meald-inished meal
loadsare sampled o dispatch Test results for moisture and protein are either made available to

clients on request or provided automatically with each delivery.

Traceability is based upon production records and retention of supplied samples. As oilse@agcrush
is a continuous procesgaceabilityis made more difficult asncoming seed is usually -tn