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Committee met at 3.35 pm

CHAIR (Senator Serle)—I declare open this public hearing of the Senate Rural and Regional Affairs and
Transport Committee. The committee is hearing evidence onitsinquiry into the Horse Disease Response Levy
Bill 2008 and related hills. Thisis part of a package of three hills to establish a horse disease response levy.
The hill enables the collection and administration of a horse disease response levy from horse registration
bodies. It imposes penalties for unpaid levies and the remission of any penalties resulting from late payments.
It introduces information-gathering powers to allow for the collection of information and documents as
specified by the Commonwealth and provides for regulations to prescribe details for the collection of the levy.

Before the committee takes evidence, | remind all witnesses that in giving evidence to the committee they
are protected by parliamentary privilege. It is unlawful for anyone to threaten or disadvantage a witness on
account of evidence given to a committee and such action may be treated by the Senate as a contempt. It is
also a contempt to give false or misleading evidence to a committee. The committee prefers all evidence to be
given in public, but witnesses may request to be heard in private. It is important that witnesses give the
committee notice if they intend to ask to give evidence in camera. If a witness objects to answering a question,
the grounds for objection should be given and the committee will determine whether it will insist on an
answer.
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[3.36 pm]|
NIXON, Mr Donald James, President, Pony Club Australia
CHAIR—Wecome. Do you have any comments to make on the capacity in which you appear?

Mr Nixon—I am President of Pony Club Australia. We have put in a submission and we are here today to
give evidence supporting that submission.

CHAIR—Be€fore we go to questions, do you wish to make a very brief opening statement?
Mr Nixon—I will be as brief as| can. It is very hard for me to know what | should say.
CHAIR—Say whatever you want us to hear.

Mr Nixon—Thank you.

Senator McGAURAN—I would invite you to be rather expansive if you could.

Senator NASH—ADbsol utely.

Mr Nixon—Pony Club Australiais a youth organisation. Amongst our aims and objectives are to encourage
young people to ride and learn all kinds of horse sport and to provide instruction and things such as that. But
our core business, our main business, and the thing we concentrate on most, which is even more important to
us than coaching and competition, is our contribution towards building good citizens who have a community
conscience from our youthful members. One of the ways we do thisis we involve our membersin fundraising
for Riding for the Disabled. We are the major sponsors of Riding for the Disabled. Last year in Queensland
alone we raised over $36,000. This was raised by our members, who organise various events. Every penny that
israised goesto the Riding for the Disabled.

We are a voluntary organisation. | am still involved because | am grateful for the contribution that Pony
Club made to my children when they were growing up through those difficult juvenile years when
relationshi ps between parents and young daughters might not be that good. Pony Club is a lifestyle selection
by afamily. It requires family involvement. Children cannot get to Pony Club without their families.

Senator HEFFERNAN—Did you ever know Jimmy Scott from Hay?

Mr Nixon—No, | do not. | am Queensland based. | know Roger Braham and a few of those, of course,
from New South Wales. We are very strongly opposed to being treated as an industry. We are not an industry.
An industry is any large-scale business activity or a manufacturer and business is an occupation or the
purchase and sale of goods in an attempt to make a profit. We do none of that. In the section that we are in we
are not in any way earning incomes. We spend money—we spend money like mad—and we support an
industry that is a service industry to our sector of the equestrian world. | know that the racing peopl e say they
do not make much money, either, but at least they have the opportunity, if they get that one good horse that
wins abig race, of getting a few million dollars and setting themselves up for life. If we get a good horse, our
kid might get the chance to go a bit higher in the level and they might get a chance to win a ribbon or a
medallion, but that isit for us. Thereis no financial support. Thereis no sponsorship other than families for the
children in our range. That is why it is very difficult for us to accept that we could be hit for a levy if another
disease were introduced. We consider that there are much higher risk sectors, and people who have a much
higher profile of risk than we have. We do not import horses. In fact, many of our horses—

Senator HEFFERNAN—You save alot of horses from the knackery, in fact?
Mr Nixon—We do very often. As a matter of fact—
Senator HEFFERNAN—There are plenty of broken down horses that end up in pony clubs.

Mr Nixon—A felow called Latham in Brisbane rode for years a horse that came from the dogger’s yard
called Almost Pal. He was almost dog food and that is why he was called Almost Pal throughout his jumping
career. We are the repository of failed race horses. If it were not for Pony Club, failed race horses would be
like failed greyhounds; they would have to be put down because there would be nowhere to put them. We do
buy them. We buy some very expensive horses for not much money. We give them a home. We give them a
place to be. Usually those horses are looked after for the rest of their life. If they do a good job for riders and
for the children, people keep them. In my submission | pointed out that, if we get a levy and we get
registration and chipping and all these things that are expensive, people will not be able to afford to put those
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old horses in paddocks and keep them as they are doing at the moment. There is a huge number of those
horses. We think that is very important.

Pony Club members have confirmed on a number of occasions that they are strongly opposed to signing the
EADRA agreement, which is going to cost us money. Our members feel that they should be treated in the
same manner as the poultry people who keep chooks in their backyard. The cost of trying to get out to all the
individual owners who have one or two horses in a little paddock somewhere is too great. Policing it and
chipping it and doing all those thingsisjust too great for thereturn. It is going to be uneconomical.

Senator HEFFERNAN—Often you borrow a horse for your kid or sometimes you lend it to someone else
for their kid—

CHAIR—We are still on Mr Nixon's brief opening statement.
Mr Nixon—That is all right. | am happy—
CHAIR—Finish your statement, because there will be questions.

Mr Nixon—We were talking about the horses that are kept like that. They are loaned out, but they are kept
and maintained for the rest of their lives. We fedl very strongly that we should be treated the same way as the
poultry people, somebody who keeps chooks in their backyard. It is not worth the trouble and it is not
economical to go and see them and collect the registration fee or a levy fee. Our belief is that you cannot have
a levy fee without registration, which requires chipping and requires a lot of policing and a lot of cost,
particularly for people who are in reasonably remote areas away from vets and so on. We fed very strongly
about it.

We want to ask for senators' support because we believe it is imperative for the future of Pony Club. What
would happen were we to lumber our volunteers with another series of things to do, which is the registration,
the callection of a levy and passing it on? We are having trouble with volunteers now. We are a voluntary
organisation. We do not have any paid people. They are all volunteers. If we load them up with some more
work to do, our volunteers are ssmply going to say that it is too much, particularly when as you mentioned in
your opening remarks there are pretty serious penalties if you make a mistake and you mess things up. We are
very concerned that it will greatly affect our organisation. It is going to greatly affect the opportunity available
to young people to enjoy and learn horse sports. We are not the only people who think that. The Arab
association wrote and said, ‘ Simply put, our organisation could go to the wall over this.’ | think Pony Club
with 55,000 membersin 1,000 clubs throughout Australia, would suffer greatly.

Senator HEFFERNAN—How many horses?
Mr Nixon—I could only hazard a guess. But there are a lot of people like me. We have still got—
Senator HEFFERNAN—Have a rough stab.

Mr Nixon—Somebody just said 100,000. With 55,000 members | reckon that you would average at least
three; you would be looking at 150,000 to 200,000 horses.

Senator HEFFERNAN—With 55,000 members, that would be mum, dad and the kid aswell, wouldn't it?

Mr Nixon—Sometimesit is, yes.

Senator HEFFERNAN—So that would be a bit deceiving?

Mr Nixon—Yes, a bit deceiving.

Senator HEFFERNAN—The government is asking that you pay for a broken down Shetland pony the
same money the Shah of Iran or somebody has paid —$5.5 million—for a beautifully bred Arab race horse.

Mr Nixon—Exactly.

Senator HEFFERNAN—That seems pretty fair, doesn't it?

Mr Nixon—To usitis crazy. It isjust two different classes of people.

CHAIR—I have one question and then | will go to other senators. In your opening statement you have said
that the introduction of registration and levy charges would result in the putting down of many horses. That
will always tug on heartstrings. Make no mistake about that. | believe you intended to put that in to get our
attention. Seriously, how many people have said to you that, if there was a levy, not knowing how much the
levy is, they would just put the horse down even though it isachild's pet? It is not aloaded question.

Mr Nixon—No. In talking to people they have said that, if they are hit with a levy, they would then have to
consider that and it is a possibility. | do not want to lie to you or misrepresent to you. It is a great concern to
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us. There arelot of people like me. For instance, my daughter started in 1981, and 28 years later we till have
one of the horses that they started on. It has been lent out to about 10 different people, but it is back home and
itistill there in the paddock at my daughter’s place at Caboolture.

Senator NASH—Isthat aregistered horse?
Mr Nixon—No, it is not aregistered horse. It isa Pony Club horse. There are thousands of those horses.
Senator HEFFERNAN—Wouldn't it be fair to say though—

CHAIR—Is this on the same issue of horses being put down? | will go to other senators. | just wanted to
explore this one question, because | am led to believe from my reading that the levy is not compulsory; it is
only if you register the horse. If your horse is not registered—

Mr Nixon—We were told that registration, which has not been defined yet, would be very broad. We have
also been told from within the government in Queensland that compulsory registration of horses will be
coming. We presume that, if there is compulsory registration of horses, every horse that is registered will be
liable for the levy.

Senator HEFFERNAN—That makes sense if you are trying to identify where all the horses are if there is
an outbreak of whatever. Take, for instance, the Hay Pony Club. A lot of the people who go to the Hay Pony
Club take kids there and it is part of getting them back on track. Some of the people who go along and are
sponsored to the Pony Club and lent a pony are also lent the horse float. Thisis not the shah of the Emirates or
someone that we are talking about. These are people who are really battling.

CHAIR—I am sorry but thereis a division in the chamber.
Proceedings suspended from 3.48 pm to 4.05 pm

Mr Nixon—I am not sure where we were, so we will just have to go on. Perhaps you can remember where
we were.

CHAIR—I know that Senator McGauran has a question and | am sure that Senator Nash, as an ex-pony
club member, will have a question.

Senator McGAURAN—We do not know the setting of the levy level?
Mr Nixon—No.

Senator McGAURAN—BUt you must have some threshold for you to be able to submit that it would do
such damage to the club. What is your threshold?

Mr Nixon—It is a threshold of not only the levy but the cost of complying with the levy. If, say, the effect
of the legidation, which it may be, isto force pony clubs to register all the horses, that would be an incredibly
detrimental effect to us, because the extra workload on our volunteers would just be killing them, and | think a
lot of our volunteers would just walk away. As to the monetary value, if you look at it in all seriousness, the
last one is $100 million to be repaid over 10 years. If you give a nine per cent interest figure, that is over $15
million a year. It is going to be a fair whack of money for every horse.

Senator McGAURAN—Maintaining a horse, whether it is a thoroughbred or a pony, is an enjoyable but
expensive business—vets, feed, saddler, farriery, and so on. It is al very expensive, anyway. But if the levy
were set at something around $20 per horse per year, could you absorb that cost?

Mr Nixon—The horse owners probably could. The collection process would be very difficult.
Senator McGAURAN—Are you envisaging that the pony club will collect it? | do not think so.
Mr Nixon—I do not know whether the pony club will or not.

Senator McGAURAN—NQ, it will not.

Mr Nixon—But somebody has to.

Senator McGAURAN—The registration is on the individual, who | assume will then be responsible for
paying the levy, such aswith alicence.

Mr Nixon—Who is going to collect it? There will be a substantial cost for the collection. There will be a
substantial audit cost. Twenty dollars would go nowhere.

Senator McGAURAN—These levies are on many agricultural sectors and industries. The method that |
know of—and | am hoping for clarification when the department comes to explain it—is simply that they are
levied on the individual horse, and therefore the individual owner has the responsibility, with forms
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downloaded from the internet no doubt, to send the money in. The policing of that becomes like atax situation
where you simply audit it. | think it is just the normal procedure of levy collecting that the government doesin
so many other areas. The onus cannot be placed on the pony club. It is on the individual owner, which—I
accept you are probably going to tell me—still has a group effect in the end.

Mr Nixon—I do not think that the levy could be anywhere near as low as $20, because the cost of
collecting it is going to be so much. You are going to have to have a bureaucracy to collect it. You are going to
have to have policing; otherwise few people will pay it.

Senator McGAURAN—How does the pony club sustain itself financially?

Mr Nixon—People join pony clubs, which charge them a figure, which is the affiliation fee with the Pony
Club Association in their state. On top of that they put afee for the club itself.

Senator McGAURAN—So it is viafees?

Mr Nixon—Yes.

Senator McGAURAN—A lot of raffles and sponge cakes, just likein palitical parties.
Mr Nixon—Yes, we do all of those things.

Senator McGAURAN—You mentioned in passing in your opening address about the Arab association.
Can you clarify what they were saying and to whom?

Mr Nixon—They wrote a letter addressed to the Tony Burke, MP, in which they stated that, and they sent
us acopy of it.

Senator McGAURAN—What did they state?

Mr Nixon—They wanted to protest in the strongest terms against the Horse Disease Response Levy Bill. It
isquitealong letter, but part of it said, ‘ To be blunt, our organisation could well go to thewall over this.’

Senator McGAURAN—Are they a commercial organisation?
Mr Nixon—They are a breed association.
Senator McGAURAN—Which isacommercial operation?

Mr Nixon—Basically they are run by volunteers, too. There are mostly volunteers in that organisation, |
would think.

Senator McGAURAN—Arethey?
Mr Nixon—Yes, they are. They are a not-for-profit organisation.

Senator McGAURAN—The breeding of Arab horses and the buying and selling of them is a commercial
operation?

Senator NASH—No.

Senator McGAURAN—I am asking the question. | would like Mr Nixon to answer. Don't be so smart-arse
inthe corner there, asif you know more. | know more about horses than both of you.

CHAIR—You have the call.
Senator McGAURAN—I do not like those sorts of interjections.

Mr Nixon—I am not an expert on Arab breeders or horse breeders. | do not know how many of them are
profitable, how many of them are not, how many of them are commercial and how many are hobbyists. A lot
of them are hobbyists. The association itself is a not-for-profit organisation run by volunteers.

Senator McGAURAN—It is not an important point, but | put it to you that the breeding and selling of
Arab horses for stock horses no lessis a commercial operation.

Mr Nixon—I agree with that. It is not in my jurisdiction. | just quoted it because—

Senator McGAURAN—I guess the point was that thisis not an exercisein roping everyone in. | think the
pony club has a good point to make, but everyone does not have a good point to make.

CHAIR—Because of our inconveniencing Mr Nixon, we have extended his time by 15 minutes, to 4.15
pm.

Senator McGAURAN—Just for the two in the corner there, | have properly established that the greater
part of the Arab association is a commercial operation. Haven't you ever bought a stockhorse?
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Senator NASH—NOo, but | did own an Arab. | am a former pony clubber. | won my first ribbon at Jenko
Pony Club in Sydney in 1976. Senator McGauran covered a fair bit of what | was going to ask about the
collection mechanism. It is staffed by volunteers—mums and dads, aunts and uncles and friends—and
collecting a levy imposes a difficulty. Your submission highlighted the hobbyist owners in the poultry
industry—

Mr Nixon—Yes.

Senator NASH—and said that they were excluded because it was uneconomical and impractical to collect
any levy from them. Would you see yourselves in the same boat as them?

Mr Nixon—Exactly, we do, yes. We see ourselves as being spread so widely and so thinly that trying to
collect the levy from al the people who have one or two old horses sitting in a paddock is just impossible.

Senator NASH—How do you see that people would know those horses were in those paddocks, if we went
to compulsory registration?

Mr Nixon—I suppose you would have to rely on them firstly coming in and then you would haveto rely on
some sort of policing operation which, as | have said, would raise the cost of things so much. If you just rely
on people to nominate themselves, a lot of people will not do so. Then if you do not police it, why would
anybody pay it?

Senator NASH—Again, what are the numbers in the pony club?

Mr Nixon—There are 55,000 members in 1,000 clubs throughout Australia, in every state and the Northern
Territory.
Senator NASH—I imagine the fedling across those pony clubs is the same everywhere?

Mr Nixon—They are horrified. When | was preparing this submission | was in contact with the state
organisations. They are horrified and are saying to me, ‘For heaven's sake, don't ever even think about
agreeing to us callecting alevy; we can't do it. Our peoplewill not stay and doit.’

Senator McGAURAN—BuUt you might—
Mr Nixon—We do not know.

Senator HEFFERNAN—I have to declare an interest, by the way. | have a couple of old broken down
horses at home. | have been to the pony club, | am a farmer and | have relatives who have horses. | wonder
whether anyone else has anything to declare.

Mr Nixon—I have still got my daughter’s first pony club horse from 1981 in a paddock. We are all—
CHAIR—I think on that—
Senator HEFFERNAN—I have a question.

CHAIR—We were worried. We actually left the room and left you with the witnesses. | do not know
whether you did ask any questions.

Senator HEFFERNAN—NO, | did not. | just want to extend this further. | do not know whether Riding for
the Disabled are appearing as witnesses, are they? | do not think so. It is a similar sort of set-up. Part of the
work that pony clubs do has a social benefit.

Mr Nixon—Yes, sir. We believe that.
Senator HEFFERNAN—RIiding for the Disabled most definitely does.
Mr Nixon—Yes.

Senator HEFFERNAN—Do you think it is fair that they have struck this levy equally to a person who
contributes their time to Riding for the Disabled or some disobedient kids that get along to Pony Club, and
someone el se that spends their time at Randwick sipping champagne and watching the racehorses run? Do you
really think that is fair, given that the whole thing came on because the deadheads out at Badgerys Creek—and
| visited them the Olympics and reported to the government—who were the slackest mob of people | ever run
across in my life? They were just wandering in and out during the Olympics like it was nobody’s business. Do
you think that is fair?

Mr Nixon—No, | certainly do not. The whole context and the push of our submission is that it is not fair.
No.
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CHAIR—In case of an outbreak in future, would it not be better to have some form of levy in place now to
build a reserve rather than get whacked up with God only knows what price that could be in five or ten years
time?

Mr Nixon—My memberstell me, no, they do not want alevy. | do not think so. | think the control of it, the
management of it and so on is just too difficult. One of the things that my members object to is that, if we
agree to a levy, we are agreeing to a blank cheque, because we do not know what the next cost would be. We
are all horse lovers, but when our horses get sick or have an accident we have to make a decision: firstly, can
we afford the treatment; secondly, is the treatment justified or isit better to put the horse down?

Senator HEFFERNAN—That is similar to having a young cow or a heifer. If the operation is more
expensive in having the caesarean, that is a decision you have to make.

Mr Nixon—Yes, you have to make that decision.

Senator HEFFERNAN—No-one got the sack in the department.
Mr Nixon—Can | say one more thing?

CHAIR—Yes, you can.

Mr Nixon—It says in some of the things that we have read about how a levy should be employed that the
manner of cost sharing between parties, where more than one party represents a species, will be determined
amongst them by having regard to the GVP, the gross value of production, of industry sectors. Members of the
sector we are in, the performance, recreation and hobbies sector, have no income and no GVP. We do not
believe we should. If we were given the tax concessions and allowed to claim our GST and so on, we would be
happy to pay the levy because we would be milesin front, but we do not get any of that. We pay our own way.
Everything we pay we have already paid tax on. We pay GST and the suppliers that we deal with, who are the
industry that make money, pay tax and GST. We believe it isinequitable to put any levy on us.

Senator SCULLION—During the equine influenza outbreak many people felt they were put out and
economically suffered a whole range of economic stresses, and no doubt many of your own members. | recall
seeing bits in the media where people were stranded in places, had to pay hotd bills and get the vet out to
check things and so on. Would many of your members have received compensation for that 10ss?

Mr Nixon—None of our members has received anything. We were not dligible for any compensation. We
really did not ask because we knew we were not eligible and we paid what we had to pay during the time.
Some of the treatments given to our horses—vaccinations and things like that—were done as part of the
treatment, but we did not receive any compensation.

Senator SCULLION—You understand, Mr Nixon, that the fundamental of the levy is to actually raise
money to provide a fund for those sorts of matters?

Mr Nixon—Yes.

Senator SCUL LION—Would you then think that that is reasonable and that your sector, particularly, even
in the incidence of some other outbreak, would not be able to access a levy that you were contributing to?

Mr Nixon—If they were treating horses and some of our horses were infected, yes, we would. But in no
other areas would we receive anything, no.

Senator HUTCHINS—Did | hear you right that you did not seek assistance from the federal government at
the outbreak?

Mr Nixon—No. There was no assistance available/accessible to us. Pony Club shut down on Monday, 27
August. Virtually the whole of Australia shut down. Tasmania and Western Australia a little bit earlier, but
Queensland, New South Wales and Victoria did not start until into February. We were shut down for that time.
Some people were stuck in different places. Strangely enough, | bought my granddaughter a horse down at
Mudgeeraba on 25 August and it was going to be dropped off by someone on their way to the Maryborough
Show. The Maryborough Show was cancelled and we finally got it home in November. Everybody had stories
like that to tell.

CHAIR—Thank you very much for your time.
Mr Nixon—Thank you for your courtesy.
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[4.20 pm]
DEACON, Mr Andrew, President, Queensland Horse Council Inc

CHAIR—I welcome witnesses from the Queensland Horse Council. Do you wish to make a brief opening
statement?

Mr Deacon—Yes, | do. Before | do that | would like to make two amendments to our submission. Page 4,
paragraph 2, read that we had deferred our renewal of AHIC membership. Thisis to be reworded to state ‘ has
not renewed . We also submit a letter dated 21 September written to the AHIC that states briefly in the last
paragraph:

The QHC, being the Queensland Horse Council, hereby informs the AHIC, the Australian Horse Industry
Council, that effective immediately it has no authority, implied or otherwise to represent, sign or give a

support to EADRA, compulsory horse registration, horse micro-chipping or associated | evies attached thereto,
on behalf of QHC.

The other amendment | would like to make is on page 5, under ‘ Ambiguity’, where we list the number of
clarifications that we request before these hills are passed. We would like to add to those definitions a
definition of ‘registration’ and a definition of ‘industry’.

The additional points we would like to make are very similar to those made by Mr Nixon of Pony Club
Australia, namely, the excessive administration costs to collect and administer the levy. In these bills and the
EADRA agreement—and, as these bills are passed, it is my understanding they allow for the opening of that—
a national body is given the responsibility of collecting the levy. Senator McGauran questioned Mr Nixon in
regard to the individual paying that levy. It is our understanding that the government will enforce the levy
collection on to not-for-profit organisations to be collected, because they are the ones that register the horses.
Therefore, | back up Mr Nixon's statements that this is an administrative nightmare and will increase the
overheads of these organisations.

In regard to the levy, | am a very logical-thinking person and in my logic, be it smplistic, a levy equals
compulsory registration. If you do not make it compulsory to pay the levy there is no logical reason for
imposing a levy. The only way compulsory registration can come about is through compulsory micro-
chipping. You have to have proof of registration. If you are going to enforce payment of a levy, you have to
have compulsory registration. To be able to prove that, you will inevitably have compulsory micro-chipping,
similar to the NLS system in cattle. Compulsory micro-chipping will then lead to compulsory recording and
tracking of horse movements. When people turn up at events, pony clubs, cuttings, cow horse, campdraft
events, they will not be able to compete unless the administrators of that event have scanned a horse to prove
that alevy has been paid and that the horse is registered.

Thisis a cumbersome cost and administrative nightmare for the volunteers and the number of organisations
the Queensland Horse Council represents, which includes the Queensland Pony Club, the Australian
Campdraft Association, the Australian Quarter Horse Association, Arab Breeders, Australian Reined Cow
Horse Association, and a number of organisations. These are al run by volunteers and are not-for-profit
incorporated associations in the state of Queensland. These volunteer organisations will be destroyed.

In relation to registration, in a meeting three weeks ago with the Department of Primary Industries in
Queensdland, | asked Dr Ron Glanville, the head of biosecurity/veterinary in Queensdand DPI: if we had had
EADRA, compulsory registration, micro-chipping, and we knew where every horse was located in the state of
Queendand prior to the El outbreak, would it have made the job any better, would it have stopped the disease
quicker, and would it have been any assistance? His categorical answer was, no. He further invited me to write
him aletter, to which he responded in writing:

The state of Queensland does not need or request compulsory registration, micro-chipping or tracking of
horses. They have a system where horse properties are registered. That is all they need. They contact the
Queendand Horse Council. We have all the contacts for the organisations and can put them in touch in a
matter of hours.

The recreational and hobbies sector is not an industry. Following Mr Nixon's statements about Pony Club,
we take into account cutting, campdrafting, reining—all the sorts of associations that the Queensland Horse
Council represents. They are not an industry. There are sectors or segments of that industry that are in
commercial business. Personally, | run four separate proprietary limited companies within the horse industry. |
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am in commercial business within those sectors, but those sectors are not industry as it is represented. The
purpose and intent of participants in the associations of the Queensland Horse Council is to have fun; it is
recreation. They derive no income or profits from participation and it actually costs thousands of dollars.

As to the movements of the participants throughout these organisations, El stopped the economy of this
country. Service stations at small country stores were in financial hardship because the horse truck was not
driving through town buying fuel, chips, drinks and lollies when they were going to a horse show. These
people contribute hundreds of millions of dollars to our national economy. We feel very strongly that this
legislation will have an adverse effect on those revenues and the local communities. Most of the people we
represent are in western Queensland in small communities that run small events for local charities such as the
Flying Doctors or some local club to raise money for their communities. It is a big deal, and we believe very
strongly that these events will disappear because of this.

However, as Mr Nixon presented, it is our belief also that, if the government of this country is going to say
that we are an industry and lob us al in the one basket and say, ‘We will treat you as an industry. You will be
part of EADRA. You will pay alevy’, the government should be equitable in giving us the GST that we pay
and allowing us the tax deductions irrespective of the $75,000 limit on being registered for GST. Mum and dad
from the Pony Club or the campdraft guy taking his stockhorse to the campdraft show will have to pay a levy
because they are part of an industry. They will not get any benefits. They do not get the GST back on the fuel
they used to get there, the nominations, the cost of the horse, saddlery, feed, shoeing and so on.

We fedl that the government is saying, ‘ On the one hand, we want you all to pay as an industry. On the other
hand, we want to keep the GST that you give us.’ It needs to be equitable. | would suggest, based on that, if |
did the maths—and | am not enough of a mathematician to know the figures—at a very rough guess it would
be a lot wiser for the government to keep us paying the GST instead of their imposing a levy and giving us
back the GST. We contribute millions and millions of dollars to the economy.

We also believe that the risk takers should pay. It is the people that increase the risk, the commercial people
that take risks, such as importing and exporting horses, say, shuttle stallions in the thoroughbred industry. In
my sector, the quarter horse sector, people import horses; they stay there and they do not |eave the country.
Horses that travel around the globe and do a number of different continents in a very short time gresatly
increase the risk. They are the ones who should pay. They are the true industry.

CHAIR—Mr Deacon, sorry to come in, but | did offer you time for a brief opening statement. This is a
rather lengthy one and, if you are finished, Senators do want to ask some questions.

Mr Deacon—I just got to the end part.
CHAIR—Good. | am glad | asked.
Senator NASH—That is excellent.

Mr Deacon—Based on that, we are asking you to use your logical thinking and understanding of these
issues and vote against these hills, because they are not practical, they are not equitable, and they do not clarify
what they are saying. We are asking you to take a stand and not |et this happen.

CHAIR—How many horse owners do you represent?

Mr Deacon—We represent several organisations with a total membership of 37,500 members. We have a
number of organisations that are members of the Queendand Horse Council and a number of individual
members.

Senator MILNE—This committee is very concerned about biosecurity and quarantine issues and has been
for along time. If we accept your arguments that you should not pay, who should pay or should we not have a
fighting fund or any capacity to be able to take on a disease such as this? | certainly do not excuse what has
happened at Eastern Creek. | am not excusing any of that.

CHAIR—None of us does.

Senator M1LNE—Nevertheless, we are in a globalised world where the risks of biosecurity incursions and
guarantine breaches are huge and costing us all afortune in one way or ancther. You have said that the people
who take the risks should pay. Are you suggesting that there should be a fund or there should not be a fund? If
there is a fund, should it just be those people who do access the global market in one way or another? Would
you expect that, in the event that a fund was set up and an equine influenza outbreak occurred, those people
who paid the levy should be served first? What is your solution, if you do not want to pay? | can accept alot of
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the arguments you are saying on registration and the rest of it. Should we have a fund? Who should pay? Or is
this a case of this hasto come out of taxes like everything else?

Mr Deacon—I could sit on both sides of the fence, personaly. For the record, in my capacity representing
the Queensland Horse Council, we believe categorically that our members should not pay and that the risk
takers, or the people in commercial business, should pay.

Senator M ILNE—What do you mean by that? Anyone who has a registered business dealing in—

Mr Deacon—In the horse industry, correct. And generally the thoroughbreds. If you look at the racing
industry, they call themselves an industry and it is al about money. The chair asked Mr Nixon the question
about how many horses would be put down. In our sector it is avery simple equation. | have a vet come to my
place. He says, ‘This horse needs colic surgery. It is $3,000." | evaluate the value of the horse. Say, it isa
$5,500 horse. | say, ‘Giveit aneedle. Put it down.’ | cannot afford to pay $3,500 for a surgery that may or may
not work on an animal that is worth $5,500. When you look at the thoroughbred industry, they say, ‘Do the
surgery now. This animal is worth tens of thousands, hundreds of thousands or even millions, and is income
producing.” However, if my animal was a stallion and an income producing asset, it would be a different
equation. In regard to Mr Nixon and Pony Club, the animal gets put down. Who should pay? The people that
are in business should pay. They get the tax deduction; they pay a levy. We can do the equation. If we were
under EADRA prior to El, there were an estimated 50,000 horses registered last year in this country. At $15
million, using Mr Nixon's suggested equation, that is $300 a registration, on top of the fees the organisation
will chargeto register that horse, if that is the way the levy system is worked. People will not do it.

Senator MILNE—I just wanted to establish whether you were opposed to having a fund at al or whether
you were just opposed to contributing to it?

Mr Deacon—My understanding of the billsis that we are talking about bills that allow for a levy system to
be introduced under the EADRA agreement after an outbreak disease control program has been finalised and
money has been spent. We are not talking about a levy system that allows for a contingency fund to be put in
place. There are two different things there.

Senator HEFFERNAN—Does that mean that, after the outbreak and the bills are in, the cost of the
operation would be divided equally amongst all horse owners, as you understand the levy?

Mr Deacon—My understanding of the levy is that, once the cost of controlling the disease reaches one per
cent of the GDP of that industry, the signatories of the EADRA agreement, being the Australian Horse Industry
Council, Australian Racing and Harness Racing, would meet together and make a decision whether they would
continue to spend further funds on doing this. Once the funds were spent, if that is the decision they make,
then that total amount of money, depending on what category of disease we have eliminated from Australia,
will be divided among the number of horses registered in this country. Under that mathematical equation, of
the 50,000 horses registered in Australia last year, approximately 15,000 to 17, 000 of them were
thoroughbreds. Our sector—pleasure, recreation and hobbies—would be paying in excess of 80 per cent of the
funds under this EADRA agreement to pay back the money.

Senator HEFFERNAN—BUt | till do not get it. Thisis alevy that is going to be raised with some relation
to the cost after the event; isthat right?

Mr Deacon—That is correct.

Senator HEFFERNAN—We do not know in what circumstances you are going to have to register a horse.
Mr Deacon—That is correct. That has not been defined in the bill.

Senator HEFFERNAN—Isthat not stupid, though?

CHAIR—How do you mean we do not know? Say that again.

Senator HEFFERNAN—There is no clarity about whether it is compulsory to register the old broken
down half-Shetland | have in my paddock.

CHAIR—That is not correct. In my view, registration is not compulsory, and it is al new horses. It is not
horses that are around at the moment. That is my view.

Senator MILNE—But you do not even have to register afoal. You do not haveto.
CHAIR—NO, that is correct.
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Mr Deacon—Whilst you may be able to form that opinion out of the legislation, as a breeder of horses—
we promote breeding and we stand stallions—we would register our horses until there was a disease outbreak.
As soon as the disease is finalised, the government implements a levy and we would stop registering our
horses.

CHAIR—What was incorrect in my statement that it is not compulsory to register horses? Tell me what
e seiswrong when you challenge me that it is not existing horses.

Mr Deacon—The legislation does say that it is not existing horses. But the definition of ‘registration’ is not
clear and that is why | made the amendment to our proposal, to get clarity on the word ‘registration’. Does
‘registration’ mean when | register my quarter horse or my thoroughbred with that breed organisation or does
‘registration’ mean when | turn up at an event and | register the name of the horse that | am competing on? The
legidation is not clear to enable us to—

Senator HEFFERNAN—My point is that we do not know the answer, yet we are faced with the
proposition of arguing this levy. With my old Molly, when | go into Junee to the Pony Club to lend it to Athol
Keneally's kid who has just come out of hospital, why would | register it?

CHAIR—I have just helped you out; you do not have to register her. Molly does not have to be registered.
Molly can stay without—

Mr Deacon—Under the legidation the minister at the time has the power to determine what a national
registry body isand what aregistration is.

Senator HEFFERNAN—I do not have to register Molly. Why would anyone in their right mind register
their horse, if you werein a Pony Club or a—

Mr Deacon—They would until they—
Senator HEFFERNAN—What is the benefit of registering a horse at Pony Club?
Mr Deacon—It accumulates points and earns awards.

Senator HEFFERNAN—BUt everyone knows Molly at the Junee club. Why would you put it on to some
database for the government: ‘ ThisisMally’?

Mr Deacon—No, it is a database within the Pony Club Association, which hands out awards.
Senator HEFFERNAN—That is a private database. Why would you—

Mr Deacon—The legidation gives room for information to be collected.

CHAIR—We are running out of time.

Senator MILNE—We need to get clarification from the government about registration. | do not believe
that registering for an event, to take my horse to a jumps event or whatever, is registration. My understanding
of registration isregistering it in the—

CHAIR—The department will be here at 6 o' clock. Anyway, if we can move on, there are other questions.
We have clarified that Molly does not have to be registered.

Senator HEFFERNAN—I have one other question. On your understanding, if something goes wrong,
Molly will pay the same as afoal out of Tulloch or a horse that isregistered out of Tulloch?

Mr Deacon—In another meeting in Canberra | was informed by the government that the registration would
be so broad and encompassing to cover every possible horse that you could think of. It is a smple
mathematical equation. Even if you do register all of them, you cannot raise enough funds to pay back the
amount of money to get this disease. Do not think that this is going to be for some horses and not others. It is
going to be for every horse.

Senator HEFFERNAN—BuUt not out of Tulloch. | have forgotten whether Tulloch was a gelding, but he
could run fast.

CHAIR—He has been dead for about 60 years.
Senator HEFFERNAN—The greatest racehorse will pay the same as the most plodding half-Shetland?
Mr Deacon—That is correct.

CHAIR—Senator Heffernan, your colleagues do have questions, too. If there is something that is going to
shine a massive light on a dark corner, please continue.

Senator HEFFERNAN—I had one more, but | will leave it.

RURAL AND REGIONAL AFFAIRSAND TRANSPORT



RRA&T 12 Senate Wednesday, 24 September 2008

Senator NASH—This might have come out in the exchange we have just had but, very simply, if you joina
Pony Club do you haveto register your horse with that club?

Mr Deacon—Mr Nixon is probably the person to ask that, but my understanding is, no.
Senator NASH—Your national affiliate is AHIC, and you have obviously got some very clear views about

this. In your submission you say that, ‘Our understanding is that the AHIC has not represented this to the
federal government.” What are you basing that understanding on?

Mr Deacon—Minuted meetings that are very factual. | represented the Queensland Horse Council to a total
of three, possibly four, industry advisory committee meetings this year in Sydney. One of them we took a vote
on. There were 14 against EADRA and the associated levies, two in favour, and one abstained. Following that
meeting the AHIC presented unanimous support for EADRA and the levy system. That is not what is

happening.
Senator NASH—Thank you.
Senator McGAURAN—Did you have any input into the bill?
Mr Deacon—No.

Senator McGAURAN—You mentioned in your address that the Quarter Horse Association imports quarter
horses, which sounds like running a business to me. But | was not clear whether you thought they should be
exempt or not?

Mr Deacon—It is difficult to explain this when you are not within the industry. | can give you an example
of a guy in Tamworth that imports his stallions. One stallion will breed over 100 mares this year, at a $3,000
service fee. That is business and he isin business. That is what he imports his stallions for. That is one person
in an organisation of 6,000 members. | can give you countless examples of where people have gone and
bought a $30,000, $40,000, $50,000 or $100,000 stallion from the States and brought it to Australia for their
own personal enjoyment and those horses never have a hope of producing any income to even cover the
import cost | et alone the purchase of the horse. There is a difference within the quarter horse sector—

Senator McGAURAN—Which one should pay the levy?

Mr Deacon—Obviously the onethat isin commercial business.
Senator McCGAURAN—Yes.

CHAIR—I have the minister’s second reading speech here.

Senator McGAURAN—AS | understand it, this is a one-off levy paid at the point of registration and it is
not ongoing. Is that your understanding? It is not an ongoing building up of afund? It is to pay what has been
spent?

Mr Deacon—That is my understanding. | did get to hear a little bit of the minister’s speech, and his
suggestion was that it would be a good idea, however, for the horse industry to start paying alevy to build up a
contingency fund similar to the cattle industry. However, the legislation is supposed to be that it isto be paid in
arrears, not in advance.

Senator McGAURAN—That is correct. So, a one-off payment at registration that is not ongoing. The
minister also mentions that in Queensland there were 3,569 affected properties in the influenza outbreak. They
are not all thoroughbred properties?

Mr Deacon—That is correct.
Senator McGAURAN—Your own organisation would have been engulfed in that, too.
Mr Deacon—Absolutely. We worked tirelessly with the Queensland DPI and government.

Senator McGAURAN—MYy point is, just for the record, given that you were engulfed init and did not start
it, the monies were spent on members of your organisation?

Mr Deacon—Absolutely.

Senator McGAURAN—SO, you did benefit?

Mr Deacon—Benefit in regard to—

Senator M cGAURAN—Government expenditure and the El protection processes?
CHAIR—The EI response.

RURAL AND REGIONAL AFFAIRSAND TRANSPORT



Wednesday, 24 September 2008 Senate RRA&T 13

Mr Deacon—Yes.
Senator McGAURAN—The package?

Senator HEFFERNAN—So, you followed on and got the benefit that Senator McGauran talked about.
Given that the Callan inquiry found that some deadheads | et everyone down and given that the Pony Club mob
were not eligible for compensation—and you do not get any tax deductions for hauling your horse off to arace
meeting or whatever if you are a professional—don’'t you think it would have been reasonable to have a class
action against the government for their negligence? That would have raised some money for the industry and a
levy for the future. These blokes never get the bloody sack.

CHAIR—We know your fedlings there, and | do not think you would have an argument with senators over
the incompetence with what happened at Eastern Creek or Badgerys Creek.

Senator HEFFERNAN—Shouldn't the buck stop somewhere? We are all talking about the benefit that you
got from someone else's cock-up, but why should you have to pay it inthe first place?

Senator McGAURAN—I withdraw the word ‘ benefit’. It is not the correct word.

CHAIR—We are inquiring into the levy and the new horse hill. Senator Heffernan, | know that you are
passionate about that, aswe all are. | am sorry, but | will go straight to Senator Scullion.

Senator SCULLION—Mr Deacon, thank you very much for your contribution today and thank you for
your notes earlier. | understand that there are only three organisations that can sign up to the EADRA.

Mr Deacon—Yes.

Senator SCULLION—The Australian Racing Board, Harness Racing Australia and the Australian Horse
Industry Council. In effect, by association, you are a member of the Horse Industry Council at the moment.

Mr Deacon—No, we have withdrawn our membership, so we are not a member today.

Senator SCULLION—I was going to ask a question that would have involved you answering a question
about others, but | will not. You have withdrawn your membership as a consequence, as | understand it, of
their intention to sign the EADRA on your behalf; isthat right?

Mr Deacon—No and yes. We have withdrawn our membership mainly because of their misrepresentation
of the true opinion of the pleasure and recreation and hobbyist sector of our views towards this agreement.
That has been misrepresented. It has been documented very clearly in the minutes of the meetings, and the
AHIC has goneto great lengths to indicate to the government to the contrary.

Senator SCULLION—Do you have access to the minutes you mentioned? It may be very useful for the
committee to have those tabled. Would that be reasonable? It is just simply the refl ection—

Mr Deacon—I do not mind tabling the minutes. The copy | have does not have a date on it, but | can
certainly get a copy with a date on it. The minutes list the organisations that were present and it goes further
to—

Senator SCULLION—I know the 14 who abstained. | have seen a copy of the minutes. | just think it may
be useful for the committee to have those minutes tabled.

CHAIR—Thank you, yes.

Senator SCULLION—There has been a lot of discussion in industry about this. The Australian Racing
Board is an organisation made up effectively of alot of racing clubs, as | understand it. Are they being asked
tolevy aswell? What is your understanding of that?

Mr Deacon—My understanding—and | will state for Hansard that it is not based on anything other than
the grapevine; as to the clarity of it | have no idea—is that the racing sector industry has agreed with
government to be a part of the levy system and the EADRA in the haope or the understanding that they would
be able to vaccinate their horsesin an ongoing way for equine influenza. That is my understanding.

Senator SCULLION—I do not want to verbal you. | just thought that the Australian Racing Board would
not be considered a horse owner. There is a harness association and all of the others under the EADRA, of
which the thoroughbred association, | understand, is a member. | just thought the Australian Racing Board—

Mr Deacon—That is right. We would also like clarification as to the signatories of the EADRA.

CHAIR—Mr Deacon, could you draw your answer to a close very quickly? We have gone well and truly
over time.
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Mr Deacon—Could you repeat the question?
Senator SCULLION—No. | have the thrust of it and | think we are discussing other peopl€'s business.
Thank you very much.

CHAIR—Just so it is very clear for the committee: your peak association, the Australian Horse Industry
Council, has said to the government, ‘We want to do something here. We want to put in a levy holding hands
with the thoroughbred and the harness racing industry’, but you guys in Queensland have pulled back from
that and you are saying that the peak body now does not represent you guys in Queensland.

Mr Deacon—The peak body does not represent the Queensland Horse Council and our organisationsin any
form whatsoever.

CHAIR—You have made that very clear. Thank you very much.
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[4.50 pm]

DILLON, Mr Sean, Vice-President, Australians Campdraft Association and National Campdr aft
Association

CHAIR—I welcome the Australians' Campdraft Association. Would you like to make a very brief opening
statement? We will want to ask questions as you go along.

Mr Dillon—Certainly, it will be brief. | think my opening statement is probably best reflected in the
submission that our organisation submitted late last week. Nothing has changed from there. You would notice
in that submission is our resignation from the Australian Horse Industry Council attached as appendix E to that
report. Further to that today the National Campdraft Council has placed on notice to the Australian Horse
Industry Council, actually dated yesterday, a letter, which | will table here if the Senate committee so wishes
me, placing that board on notice that they would need to consult regarding the NCCA's membership with that
board in light of exactly the same reasons that you have just heard from Mr Deacon from the Queensland
Horse Council..

| would like for the purpose of my evidence to assume that we are going to go on this Mally basis, that the
registrations will not be retrospectively charged to horses already registered. We will assume that for the
purposes there. | do not think the legidation is clear.

CHAIR—So0 not even horses that are not registered?

Mr Dillon—For horses that are already registered we will assume that that is not going to be the case. The
evidence | would like to give is that, even if that does not happen, even if we work only on the premise of
50,000 to 60,000 horse registrations per year, which is the Australian Horse Industry Council official figure,
even if we work on that and say they do not go retrospective to horses already registered, there is no way with
an El style outbreak of a disease they could charge a substitutable registration levy that is affordable to recoup
the costs in less than 10 years, which is expressly what the legidation very clearly and unambiguously states.
That concludes my opening remarks.

Senator MILNE—Did | read in your submission that you put up an alternative proposal to do with horse
shoeing?

Mr Dillon—We did not put that up. There was actually floated by the Australian Horse Industry Council in
2006. But we did put that in our submission. We have given that as much in-depth thought as some other ideas
in our submission as we fedl this other one has had. We have consulted very narrowly with it because of the
time frame we have had since this legidation was introduced to the house and this hearing. We will preface
with you—and we thank the Senate for this hearing, too—that that isonly anidea. It definitely merits a greater
economic impact study than we have had the opportunity to give it. | also fed that we see no evidence from
any other organisation of a serious economic impact study on any of the proposed levies and, if they are, our
organisation certainly was not involved at any stage of those.

Senator M|1LNE—Given what you have looked at, what is your priority in terms of what you think might
work best?

Mr Dillon—To be honest, our organisation is not aware of a levy that will work targeting pleasure and
hobby horse owners. We floated them as ideas that may be more palatable if they were presented and
investigated, but we are not ideally aware of alevy that targets pleasure and hobby horse owners that would be
adequate or suitable to disease clean-up recoupment costs. We are not aware of any of those.

Senator MILNE—Why would just aleisure horse owner need to register their horse?

Mr Dillon—Speaking purely within the realms of my organisation, the Australian Campdraft Association,
horses do not need to be registered to compete, but to be eligible for prizes or lifetime recognition awards,
which are not monetary but purely—

Senator MILNE—I understand that. | just wanted to try to understand whether, if you were in that
category, what would be the incentive to register. Clearly, if you are going to compete in order to get points
and prizes and things, then that would be—

Mr Dillon—Also, to take that further, we feel—and it is the position of our organisation—that people
would virtually immediately stop registering horses. It has been said today that it is not compulsory, and this
would greatly affect the 50,000 to 60,000 horse figure quoted by the Australian Horse Industry Council or
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their research into this. They are basing that on what is happening now. If a cost imposition were put, even
though there will be people with the capacity to pay, even within my organisation, they will be in the minority.
As to the figures that people are using to justify a possible repayment scheme through non-compliance, my
colleagues from Queendand and from the Australian Pony Club are making the point that registration and
compulsory micro-chipping becomes about the only option to meet the figures that people are basing any
potential disease repayment costs on. Every horse in Australia would have to be registered, at least from the
point of the disease clean-up time onwards. Otherwise the money simply will not be there to be recovered.

Senator MILNE—Your point is that, if you were serious about doing this, you would introduce
compulsory registration of all horses and that is where you should start. If there was agreement with that, you
might be able to introduce a levy. | am not saying that you are in favour of that. | certainly did not get the
impression that you are in favour of that. But | am just going through the logic of this. The levy is amost a
second step, which begs the question about the registration. Before you move to a levy you really have to
make an in principle decision about whether you want compulsory registration of every horse?

Mr Dillon—That is correct. That is where the Australian Racing Board and also the Australian Harness
Board have aleg up, in our view, over the AHIC. Horses must already be registered before they can become a
member of those organisations. By the rules of the Australian Racing Board, every horse must be compulsorily
registered with the Australian Thorough Breeders Association or their international equivalents before they can
beregistered toracein Australia. Thereis no initial point of registration, from our perspective, within either of
those two other organisations. They are signing up to legislation that does not affect their mode of operations,
from our perspective.

Senator MILNE—In the absence of compulsory registration you are saying that there will be a huge
incentive for people not to register and there will be a smaller and smaller pool to pay whatever the amount of
money is?

Mr Dillon—I believe that is the most succinct summary of the issue that | have heard from an elected
official in six months.

Senator SCULLION—You mentioned in your response to Senator Milne the issue of international
registration. Perhaps you can give me a more broad-ranging answer than just one from the Campdraft
Association. In your assertion you are saying that peopl€e's behaviour will be, ‘If | have to go through this,
maybe | won't register’, which will devalue the whole sport and so on. What if they register internationally? |
understand you can register a quarter horse or a thoroughbred internationally. If 1 come along with an
internationally registered horse to a campdrafting event it would be considered registered; is that right?

Mr Dillon—I feel that is probably something | cannot honestly answer. | would fedl that the answer to that,
if | were in the position of a DAFF official, would be, no; they have not registered any fees in Australia. |
honestly cannot answer that. That would be pure supposition on my part.

Senator SCULLION—Do you not have an international campdraft association?

Mr Dillon—No.

Senator SCUL LION—I suspected that.

Mr Dillon—There are no international registration bodies. We do not have a breed society for
campdrafting. Horses compete in our organisation from numerous breed societies.

CHAIR—Senator Milne has to leave now.

Senator M ILNE—I have to be at the economics hearing on housing warranty. Thank you. | have all | need.

Sen:iltor SCUL L1ON—Is the Campdraft Association a member of the Australian Horse Industry Council
currently?

Mr Dillon—No. We withdrew our membership from there on 19 September 2008 as a direct attachment E.
We withdrew our membership. However, the National Campdraft Council at this stage, by the submitted letter,
isstill a member, and we are a member of that organisation—the NCC. By pure technicality we are—

Senator SCULLION—The last line in your submission says it all. It says that you do not support signing
up to EADRA. Would that mean that, if the Australian Horse Industry Council signed up to EADRA, they
would not be representing the interests of the Australian Campdraft Association?

Mr Dillon—That is correct.
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Senator McGAURAN—Yours is a good submission, but you mention microchips throughout it. From
where are you getting that idea?

Mr Dillon—Micro-chipping isinternationally accepted as the most secure and most non-Fine Cotton—I am
trying to think of the right words—easily identifiable method of identification.

Senator McGAURAN—Of what?

Mr Dillon—Of horses. It is compulsory for al quarter horses and thoroughbreds within Australia to be
micro-chipped at registration. We have had that situation for three, possibly four, years.

Senator McGAURAN—SOo, quarter horses are micro-chipped?

Mr Dillon—All thoroughbreds are micro-chipped. But no thoroughbreds other than those foal dated prior
to when this commenced. | will not tender a date, because | am not sure. The only horses that needed to be
micro-chipped in the El outbreak in the thoroughbred industry were those born prior to the El outbreak.
Quarter horses have had this—once again, | will not issue a date—for at least one breeding season. | am sorry,
| have just be informed that also for the Equestrian Federation of Australiait is compulsory that horses must be
micro-chipped.

Senator HEFFERNAN—So, to compete in a campdraft they have to have that?

Mr Dillon—No, we do not require any registration at all at any stage except to compete at our national
titles or to be eligible for championship or —

Senator HEFFERNAN—What is your understanding of what is going to happen under this arrangement?
Will all horses or no horses be registered?

Mr Dillon—Thisis inherent, as | said at the start of it. If this legislation is passed, the only way it can be
made to work, if they are genuindy serious about recovering the costs of a disease outbreak, would be for all
horses to be registered, that is, if the repayment fee were to be made small enough for everyone to pay it. That
isif welook at it asit is. The only way to ensure that all horses are caught in the net is to make sure that they
are registered, and the only way to register a horse and to ensure that he is not passed off as Billy instead of
Mally isif heis micro-chipped and peopl e scan that—

Senator HEFFERNAN—Do you think Molly should pay as much as Rising Fast’s foal ?
Mr Dillon—No, definitely not. | personally believe—and as| said earlier—

Senator HEFFERNAN—That is the answer. You also think that, if the Commonwealth is found under an
inquiry to be negligent, somehow people disadvantaged by that should be compensated?

Mr Dillon—I certainly do not feel that they should be asked to clean it up if the Commonwealth were
found negligent.

Senator HEFFERNAN—We all make mistakes.

CHAIR—If your members' horses were affected by an outbreak, if there was an outbreak, they would still
be susceptible to it. Would you think it fair that others paid and you did not but that you would want assistance
to clean up?

Mr Dillon—That is a very good question and we understand that is an underlying principle that makes the
EADRA a document that is widely considered in other livestock industries. As somebody said earlier, a horse
is a horse and a cow is a cow. The costs to make that horse well again are the same irrespective of whether
they are Tulloch or Molly. But it comes down to—and | have had this conversation many times with members
of my organisation—who stands to lose the most out of the government not responding under an EADRA
agreement? It is not the pleasure horse owners. Yes, we would struggle, but it is the people who conduct
business who are desperate for an EADRA-style agreement out of this, and it is those people we fed who
stand to gain the most even just in the clean-up—and this is forgetting about CHAPS and all of the other
associated support. It is also those people who stand to gain the most who carry the most risk. That would be
evidenced in the Callan inquiry. The greater risk element involved in horses in Australia involves those who
import them.

CHAIR—Thank you. | did understand your answer, but | still would not like to try and run that argument to
an eight-year-old whose pony is very ill and might have to be put down.

Mr Dillon—Granted.
CHAIR—Thank you for your time. We appreciate your making the effort.
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[5.05 pm]
GANNON, MrsKelly, Private capacity
GANNON, Mr Vincent, Private capacity

CHAIR—I now welcome CBG consultants. Would you like to comment on the capacity in which you
appear today?

Mrs Gannon—We are a small family owned and run consultancy business. We provide advice and support
to various organisations.

CHAIR—I invite either of you two to make a very brief opening statement before we go to questions.

Mrs Gannon—Our main reason for being involved in the debate is that we fed the levy isinequitable. In
every other livestock industry, EADRA appears to be a commercial agreement between government and
commercial industry to provide alevel of protection from their risk-taking behaviour for the rest of the public.
On a personal note, we are also recreational horse owners. Our children are, and have been for over 10 years,
members of Pony Club Victoria; they have regularly competed at state level. For the record, although we do
not pay registration for our horses, we do have to register them with the pony club so that they are graded for
competition; they are officially graded after two rally attendances. We represent an online petition as well that
to date has been signed by nearly 7,000 people. We also sit here today representing the Australian Trail Horse
Riders Association, who have asked us to speak on their behalf as well. They were established in 1972 and
now boast 115 clubs nationwide and have a membership of approximately 3,500 people.

CHAIR—So0 you are acting for the Australian Trail Horse Riders Association. So you wish to table any
documentation for the committee in that regard, or wasiit just by phone?

Mrs Gannon—They said they would forward their submission to you, with a covering letter giving us
permission to represent them here.

CHAIR—How many owners do they represent?
Mrs Gannon—They have 3,500 members.
CHAIR—Isthat all around Australia?

Mrs Gannon—Yes. | suppose the main thing is that, if it had not been for El, this legislation probably
would have gone through and horse owners would have been none the wiser until we had an outbreak like El.
It was unfortunate that we had to have an outbreak like El, but it was fortunate in that it brought the
inequalities of this current legislation to the forefront and horse owners, at the grassroots level, were able to
comment and make application to the government about it. | think that has been a fortunate part of this
process.

It should be noted that, when the AHIC had an emergency disease forum on 24 June, the Australian Racing
Board and the Australian Harness Racing Council were prepared to sign the EADRA immediately. These
national racing controlling bodies have the means to implement non-statutory levies to pay their cost-sharing
obligations retrospectively, if it ever became necessary. ‘ The racing sectors are particularly vulnerable in the
event of an EAD and wish to sign as soon as possible’” That was from an overview written by Road Hoare
from the AHIC's emergency disease forum in July 2004. | will table that as evidence for the senators, if they
would like me to.

CHAIR—Thank you.

Mrs Gannon—El has shown the need to extend the consultation that occurred. AHIC, however well-
intentioned their consultation was, obviously did not have the expertise, the ability or the finances to do a
broad based consultation of all the grassroots potential levy payers, and | think that is where this legislationis
lacking. It does not have the support of the grassroots. The problem isthat it isinequitableinits distribution. A
flat levy across al sectors of the horse industry is unfair in the impact that it has on various things—because
we are not a horse industry; we are a horse community that has a commercial sector to it. Most breed societies
are volunteer, not-for-profit organisations. They might have members that run commercial operations, but the
breed societies, for whom the liability then becomes part of their levy collection process, are not a profit
organisation. | think that needs to be made clear.

CHAIR—What degree of your membership is exposed to the commercial sector?
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Mrs Gannon—I would not be able to tell you that. | suppose that would have to be assessed through the tax
department. Another problem has been raised through the discussions that have already occurred in terms of
who benefits from this. From alot of the emailsthat | have received at home and a lot of the phone calls, many
people who suffered from El received no assistance from the government. They paid their vet bills and they
paid for their vaccinations. They did everything themsel ves because they were declared either a hobby breeder
or a recreational owner. As for what benefit they would get from the EADRA, it would be nothing. They
would still have to take their pony out to the back paddock and care for it themselves. They would still have to
pay their vet bills and get on with life in the same way as before, and they would till be part of the shut-down
process, where they are not allowed to move, compete or do anything else. My children’'s EFA membership
has been put on hold simply because | am waiting to see whether or not this legislation will go ahead. They
can continue to compete as pony club members in pony club events until they are 24, so why should | bother
going to the trouble, with the EFA, of micro-chipping and registering my horses and then having to pay levies,
when all those horses do is go from the farm gate to an event and home again? We are not importing stallions,
we are not travelling the globe and we are not paying for the thoroughbred industry.

CHAIR—Just to clarify one point for the Hansard record, you do not have to pay aregistration.
Mrs Gannon—Yes.

CHAIR—From what you have just said, people may have believed that you had to. Is there anything else
that you wish to add to your opening statement?

Mrs Gannon—The only thing | need to do is amend the submission. On page 3 of 33, which is the
introduction—and it is repeated on page 10 of 33—the first statement in the second paragraph states that a
Hendra outbreak is not even declared an EAD. | haveto apologise. It isan EAD; it isa category 2(1).

Senator McGAURAN—Do you have any horses micro-chipped?

Mrs Gannon—Not at this stage. If my children were to re-register, | might. Up until this El outbreak, my
children could participate as paid EFA members without having to register their horses until they got to a
certain level of competition. But, since El, they have brought in compulsory micro-chipping and registration of
all horses from the very beginning of all their competition levels.

Senator McGAURAN—Compulsory?

Mrs Gannon—Yes.

Senator McGAURAN—You have mentioned that your group is a mixture of commercial and not-for-profit
entities.

Mrs Gannon—We try to do at least one thing a year that is philanthropic; it is usually for our local
community. But thisis something that came along that was also of interest and concern to us.

Senator McGAURAN—WHhat is your activity in the horse game?

Mrs Gannon—I am a mother of children who get carted all over the countryside. | am the taxi driver. We
have a couple of ‘Mallys'.

Senator McGAURAN—It is pony club, hobby, campdrafting.

Mrs Gannon—Yes. My children are very active within the pony club movement, and | am the treasurer of
my local—

Senator McGAURAN—You are the grassroots?
Mrs Gannon—We are the grassroots.

Senator HEFFERNAN—We have the argument well and truly drilled here. | am waiting for the
department.

Mr Gannon—Perhaps | could add that | have had a fair bit of experience with the implementation of levies
and user-pay systems that have come from commercial fishing in particular.

CHAIR—Just one moment. Does anyone need to confirm an interest here? Sorry, Mr Gannon; we will not
gointo fishing, but you may. It is a touchy subject on this committee.

Mr Gannon—I suppose the first question in relation to cost recovery and issues like that comes down to
who will be the beneficiaries. Ultimately, at the end of the day, regardless of a disease response, in all
likelihood, all recreational users will have to pay their own vet bills and their own close-down figures; if they
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get caught short by getting stuck somewhere when a disease breaks out, they will have to pay those costs as
well—and there is no ability for them to be compensated for those costs.

The commercial horse racing industry actually require these things to be implemented as a disease response,
because the redlity is that, if there were no EADRA agreement, if there were no commercial horse racing
industry, then if a disease came we would have to suffer our losses as we would normally do. If there is a
disease outbreak in Queensland and a buffer zone is created around that area to try to protect the horseracing
industry so they can conduct their horse races so that they can conduct their businesses, it isther influence and
their needs that are actually driving this potential market failure.

CHAIR—I would have thought that, if there were alevy and if there were one section, country town or one
state isolated, wouldn't it be beneficial to that part of the world if there had been alevy building up for five or
10 years or so to alleviate the pain?

Mr Gannon—At this stage the levy is only designed for destruction of animals and direct costs in the
implementation of that. If your horse is stuck sitting in your town, it is not going to go anywhere, anyway. We
are not going to obtain any real benefit fromit.

CHAIR—I am sorry, | lost that in the trandation. | am saying that, if we had an outbreak of something
somewhere, and if there had been a levy that had been paid and there had been a bank of money to alleviate
the pain of the part that does not get paid by government, wouldn't that be a good thing for those who were
affected in that part of Australia?

Mrs Gannon—I think at this stage, though, you are talking about legislation that is adapting a zero base
levy, anyway. If there were a capacity within the industry to devel op a bank then, yes, maybe that would be so.
What happens in other livestock industries, though, according to the sector’s GVPis that one per cent of that is
what you are responsible for in terms of repaying the government under the EADRA agreement. If you werein
the cattle industry, the beef industry would pay a certain amount, the dairy industry would pay another amount
and the feedlot industry would pay another amount. You are talking about putting a flat levy across an entire
livestock community—not i ndustry—and expecting everyone to be alevel player.

CHAIR—I understand.

Mrs Gannon—What happens then is you get that free-rider effect, and that really is inequitable for the ones
at the bottom end of the scale, say, the retired gentleman who has continued breeding his ponies for the love of
it and is now going to have to sell them or destroy them because he can no longer keep them as a result of this
disease inequity. That is what is happening. | have emails from alot of people that are saying this.

CHAIR—Yes. | think what is making it harder is that we do not have a figure. Those who will want to stir
it up will say the dangerous thing is how much it will cost. | would like to see an argument saying, ‘Look, here
iswhat we believe.’ | really want to hear your views, as does the rest of the committee. We do not know what
the priceis. | liken it to car insurance. Until they have a prang, no-one likes paying their car insurance and then
they all start saying, ‘ Thank God | paid it’, or they scream when they haven't. That iswhy | think that coming
out with a definite, ‘No, we do not want it’ is fine, but what happens in the next ‘if’. Touch wood there will be
no other outbreak.

Mrs Gannon—I think in the next situation you will find the same situation. Recreational owners will still
have to pay their own vaccinations. They will still have to care for their own sick animals and pay the bills.
The thoroughbred industry and commercial industries that can prove an income will be the ones that are
subsidised. | think that is where your problem is. If you want to put everyone on the same level playing field
you have to put everyone on the same level playing field in terms of compensation, in terms of tax benefits
and in terms of GST. | think that is an argument that has come through again and again. That is why | am
against aflat levy fee.

Senator SCULLION—It is interesting that we talk about money. What we do know is there is a $350
million bill floating around, and who would know what percentage of that would be asked to be paid had they
not found in the Callan inquiry that it was the responsibility of the others. You touched on a couple of issues
about equity. | guess the comparison is if you are insuring against something you pay a premium of insurance
and take different responsihilities. In this country if you own a Ferrari you pay more insurance than if you own
aVW. | really understand that position. | understand your point was that you do not really get any benefit at
al? Certainly in the El that is the only experience we have had. The El came and went. You obviously could
not travel. You probably had a bit of abreak, by the sound of it.

Mrs Gannon—Yes, it was lovely.
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Senator SCULLION—BuUt you did not travel, and so there was almost like an in-kind contribution. There
were lots of things you were not able to do. | understand there were lots of people who could not travel and
you had the horses stuck places. They were not able to get access to the benefits of the levy in terms of
payment. Those people are now being asked to pay for something that they cannot get access to.

Mrs Gannon—That is right. If the situation remains the same as the way that El was handled in terms of
the way they compensated horse owners and assisted with vaccinations then, yes, that would be the case.

Senator SCULLION—Thank you both for coming along. | probably do not have to declare my interest in
the fishing industry. But keep up the great work.

Senator McGAURAN—Did you write the submission?
Mrs Gannon—Yes.
Senator McGAURAN—It is superb.
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[5.22 pm]
SMYTH, Dr George Barry, President, Australian Hor se Industry Council Inc.

CHAIR—I welcome the representative from the Australian Horse Industry Council. Do you wish to make a
very brief opening statement?

Dr Smyth—I would. | am grateful for the committee making time available to continue the public
consultation process in relation to these bills. The committee is aware, obviously, that the horse industry has
for along time been trying to find a way to have protection under the Emergency Animal Disease Response
Agreement. We see that as a necessary insurance policy to guarantee the industry of government assistance in
helping to cope with an emergency animal disease incursion. As part of that process we need to have a levy
mechanism in place to enable the industry to meet its obligations as part of that process. For along time there
have been arguments about the ways in which the industry might have a levy to enable that to happen, and
these bills are the latest in that development. We do not see this as a perfect solution by any means. It is not
universally agreed to. However, we see this as a way that the industry can move forward and have a levy
mechanismin place.

CHAIR—We do note that the three major representative bodies, yours being one, have come to
government requesting that something to be done. We do note that, and we do note there is a lot of talk and
conjecture around how we get there.

Senator McGAURAN—TOo clarify this point, you are taking a different view to that of the Queensland
Horse Council?

Dr Smyth—Yes. The Queensland Horse Council represents Queensland as a state. We are the national
body.

Senator McGAURAN—You are taking a national view. As | understand it, you say that the levy is not
perfect, but it is away forward. Which states are supporting you?

Dr Smyth—There are four horse councils in Australia. The only one that has come up to us in opposition to
the levy proposal is the Queensland Horse Council, but | must admit we have not had direct communications
against a levy from the other three state horse councils, which are Victoria, South Australia and Western
Australia. We do not have horse councils in New South Wales or Tasmania or either of the territories.

Senator McGAURAN—So, Western Australia, Victoria and South Australia?
Dr Smyth—YVYes.

Senator McGAURAN—You are assuming that they support you, but you have not really had discussions
with them?

Dr Smyth—We have had discussions with them, but they tend to leave national issues to the Horse Industry
Council and they look after their own state issues.

Senator HEFFERNAN—I presume all horses are equal to a vet; would that be fair enough?

Dr Smyth—Well—

Senator HEFFERNAN—Do you |oad the charge when it is a $1 million horse versus a $100 horse when
you are treating it?

Dr Smyth—It depends on the level of service you are providing.

Senator HEFFERNAN—The same level of service?

Dr Smyth—The same level of service, no.

Senator HEFFERNAN—What if | were generous enough to become involved in Riding for the Disabled
and | borrow a horse float and find a couple of horses to take the disabled kids riding and something goes
wrong, which is found to be someone else's negligence and where no-one gets the sack? The citrus canker
thing is a really good example of a cock-up and no-one got the sack. For a personin their generosity has lent a
couple of horses and done all the sacrificial things as opposed to someone who rocks up to Randwick in a
Rolls Royce and gets a tax deduction for carting their horse there because it is a business, do you really think
that warrants an equal levy? Do you think any ordinary person standing at the back of the room would think
that isafair go?

Dr Smyth—We are talking here about horses that are registered for the first time, so we—
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Senator HEFFERNAN—AnN this is for insurance purposes, for instance. We do not know, but we are
about to find out, mind you. | do not know why we did not find out before we had all the other witnesses. We
are pretty clumsy. All human endeavour has some human failure. Do you really think that the average punter
would really think that is equitable?

Dr Smyth—Under the proposal horses that are registered for the first time would attract alevy. It is highly
likely that those horses loaned to Riding for the Disabled, as in your example, would already be registered
somewhere else anyway and donated to them.

Senator HEFFERNAN—Tomorrow morning | am going to donate my dear old half-broken down Shetland
pony—
CHAIR—Moally.

Senator HEFFERNAN—to Riding for the Disabled. Do you redlly think that John Singleton’s latest
yearling that he sells at Randwick for $1 million ought to pay the same levy as my old Molly that | am
donating to Riding for the Disabled tomorrow?

Dr Smyth—It is highly unlike that a Riding for the Disabled horse would attract a levy, but | would make
the point that—

CHAIR—With great respect, just allow Dr Smyth to answer that. You asked Dr Smyth a question. Let Dr
Smyth answer it and then be prepared because there will be another 13 or 14 coming at you.

Dr Smyth—All these bills are seeking to do is to recover costs and a share of part of the costs, not the
whole costs. The costs of an emergency disease eradication program are the same per animal.

Senator HEFFERNAN—I understand that.

Dr Smyth—If you are talking about a beneficiary paying, if they benefit from the eradication program
then—Senator HEFFERNAN—I have no argument with that, but if | brought the stallion from the Emirates,
or somewhere, which is normal for the industry, because the industry is so jiggery-pokery that they are not
allowed—

CHAIR—Are you talking about the thoroughbred industry?

Senator HEFFERNAN—I am. You have to physically bring the stallion here. If you had any brains and
you wanted to multiply racehorses you would just bring the semen, wouldn’t you? But, no, we have got this
jiggery-pokery set up where you have got to bring the horse in. All of that is GST returnable and tax
deductible, et cetera, and the actuarial risk is increased by the importation, as it was with the last outbreak. Is
there any actuarial assumptionin alevy or in your mind or in the equity of fairness, which is what insurance is
all about; you pay less—

CHAIR—I think your question is flawed there, because we realise—

Senator HEFFERNAN—Hang on. You pay less for rego of a car and you pay less for the insurance of the
car if you are driving it in Junee than you do if you are driving it in Sydney. That is what you call actuarial
assumption. Do you say the actuarial assumption in this is equal for a person who does not get the tax
deduction and who just has Mally, who goes along in broken-down horse float to help disabled kids? You are
not really telling me that you believe that?

Dr Smyth—I understand where you are coming from, but | just repeat that the cost of the eradication
program does not depend on the perceived or actual value of the animal it benefits.

Senator HEFFERNAN—NGeéither | nor the person standing at the back of the court, as it were, wouldn't
think: what sort of a crazy system isit where there is no liability given the actuarial risk to a particular part of
an industry, not reflected in the insurance premium, as it were, which is what you could say the levy is;, what
sort of a deadhead would come up with that sort of aformula?

Dr Smyth—This is consistent across levies in other industries, anyway. You pay the same amount of levy
per animal. It does not matter what the value of the animal is; you pay the same levy. It is consistent with the
other levy mechanisms.

CHAIR—That is why the other levies do not differentiate between Grange or that cardboard stuff you pick
up out of Coles.

Senator HEFFERNAN—BuUt taking the sheep levy as an example, you pay more for a lamb than you do
for an old ewe. It is not consistent?
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Dr Smyth—But every lamb pays $1.50 a head. Every old chopper or old wether pays 20c a head. It does
not matter whether it is off a flash merino stud or some backyard, it still pays 20c.

Senator HEFFERNAN—In this industry there is an actuarial risk that you can assess because of
guarantine. We have been battling away here for years on quarantine and biosecurity matters. There is an
obviousrisk that is not there for Mally that is there for John Singleton’s yearling.

Dr Smyth—I see where you are coming from, but that is not part of the agreement.
Senator HEFFERNAN—BuUt why isn't it?

Dr Smyth—Thereis provision in the agreement for parts of an industry to have a gross value of production
(GVP) across different sectors of theindustry and for those industries to share up according to their GVP' s—

Senator HEFFERNAN—Why wouldn’t you, in your wisdom, and all those well paid souls who support
your advice, at least have given some consideration to charitable work not having to pay anything?

Dr Smyth—Everybody is a beneficiary and it costs the same per head.
CHAIR—It is the same question going around, so | would—
Senator HEFFERNAN—I am bloody pleased you are not in charge of everything | do.

Senator SCULLION—Thank you for coming. | know you are in a very difficult situation, as is the
Australian Horse Industry Council. Having had a fair bit to do with the council in the past during this process,
I know that there is no mischief, but you do seem to have ended up in a pretty paltry place in terms of being an
organisation that seems to represent a whol e bunch of people who are now saying this because of your position
about EADRA, and perhaps in other circumstances it might have been a reasonable one. Earlier we had a
document tabled that reflects a meeting where there was a discussion about peoples’ opposition or otherwise to
a levy. We have the National Campdraft Council opposed, Southern Campdraft Association opposed,
Queendand Horse Council opposed, Pony Club Australia opposed, Riding Pony Studbook opposed,
Thoroughbred Breeders opposed, Australian Stock Horse Society opposed, Australian Busman's Campdraft
opposed, Walters Quarter Horse Association opposed, Expected Stockhorses is opposed, and the Equestrian
Federation of Australiawas only opposed to the recent levy and are out for lunch on the other thing. Australian
Quarter Horse appears to support the levy. | am not sure about the Equestrian Federation. The Welsh ponies, |
saw from another document, seem to be supportive. In any event, it does seem, as has been put to us, thereis
no reason to doubt there is wide opposition in this industry. | understand why 80 per cent of the levy will be
borne by an organisation that does not have a fixed transaction, if you like. When you talk about the cattle
industry, it is easy. When you sell a cow, or whatever it is, it is a commercial business. People are in there to
sell cows or sheep and to make money somehow on that. We grow cows to eat their meat. It is pretty basic. It
isvery easy to have a levy and it is very easy to understand why you would need a levy in that commercial
environment.

We have an industry where | think $589.45 million in levies alone was collected from states and territories.
That is from levies alone. That is the size of the industry. But the 80 per cent of people who are going to pay
for this were not included in that. You can see that there is a clear inequity between there being 80 per cent of
people of the industry who are going to pay, but they are not part of those transactions. We look at the nature
of people that they support, people who sell saddles, car trailers, feed and vets—all those sorts of people are
part of the industry. But, again, they are not caught up in the levy. These are the sorts of issues that have been
put to me as being completely inequitable. | would submit that one of the reasons that the Australian Horse
Industry Council pretty much—and | will say reasonably, | am not sure—does not really exist at the moment
in terms of representing a whole bunch of people.

Would you comment on the equity of this? | know you have tried your best to corral people together on this,
but it just seems that you are in an untenable position. You are one of the three potential signatories to this. |
am not really sure where you are up to there. You may have a couple of people. | understand, anecdotally, that
they arereally questioning whether they should be a part of this. At this stage, | do not think it is reasonable to
say that you, as an organisation, would have a wide following. We have had a number of people submit to us
here today that, as a consequence of this, unfortunately—and it is really unfortunate; it is very difficult to get
good representation in any industry—they have all just walked away. Even if you did sign EADRA it would
not really be of any import, because you do not really represent any substantial part of the industry anymore.
Could you just comment on that, please?
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Dr Smyth—Yes, | am happy to. | am grateful you have brought this up. With regard to the representation at
the meeting you are talking about, | would point out that at that stage—and | am sorry | do not have the
numbers with me as of today—but when that was on last year we had 80—

CHAIR—I am sorry. There are some of us who have not been paired through illnesses, and we have to
attend the chamber for adivision.

Dr Smyth—As of this time earlier this year we had | think 83 organisations as members and we had 253
individuals. This group that was at the meeting was a small subset of our total membership, and | think that
needs to be made clear. With regard to the people that you read out, | would say Pony Clubs Australiais not a
member of our organisation for a start, so we can cut one off. As to Walters Quarter Horses, Harvey Waltersis
a barrister from Townsville. He is no longer a member of our organisation, either. That is another one off. He
is an individual member. Expected Stockhorses, again, is an individual person. It is not a member based
organisation.

You read out a number of campdrafting bodies. In a campdrafting association a person might be a member
of more than one of those organisations and so the same people are talking a number of times. On top of that
you have their umbrella organisation, the National Campdraft Council, speaking again on behalf of the
individual members plus the organisation. | understand where you are coming from when you look at the bare
numbers, but you have got to know what is behind the numbers. We did not ignore the advice from that
meeting. What we have done is taken on board the fact that a lot of people are not in favour of a levy
mechanism or the agreement. However, our feedback that we get and surveys indicate that that negative
opinion represents only 20 per cent of the broader industry. There is somewhere between 50 per cent and 60
per cent of people who do favour some sort of levy mechanism to enable the horse industry to be part of this
process.

Senator NASH—Can | just ask how you arrived at those numbers?

Dr Smyth—We did a survey and it is on our website. | think we have sent it to Senator Scullion’s office. It
is available on the website for people to download if you want one.

Senator SCULLION—I understand your response, but | do not think this committee has so far had any
people in the pleasure/performance industry who have come here and said, ‘ This is a good thing. We want to
pursue it.” As | have said, | understand the difficulty of the situation, but | think in this room if we were
somehow suggesting or accepting an assertion that there are a number of people out there who are currently
hidden to us that are supporting this, | just think we would be blind or in some sort of denial. | have not had a
single phone call or representation from anybody that says, ‘We really think that thisis ared hot go.” In fact, as
| have said, the vast mgjority of the 80 per cent of people who will be bearing the burden of this have indicated
to me, whether it is my constituents in the Northern Territory or people who have spoken to Senator Nash in
her constituency, and have all been vehement, ‘First of all, | did not really understand or know about this, but
there is no way we are paying. We get no benefit and this is going to have a really negative impact on our
industry. It is expensive enough, anyway.’

Dr Smyth—It is a zero based levy, and nobody pays anything until after a disease response is over. And if

quarantine works and with ordinary luck this levy will never have to be enacted. With a bit of luck we would
not have had any El, either.

Senator HEFFERNAN—Not with a bit of a luck—
Dr Smyth—Indeed.

Senator SCULLION—I accept what you are saying, that there is a possibility and this is, in fact, a levy
that will be set retrospectively. But | think the reason people are concerned is that there was a huge cost. There
was a huge cost for El and 80 per cent of the people who were making the cost got barely a touch of accessto
the benefits, if you like, of the levy. | think it is pretty evident from the evidence we have received that most of
the people in that sector basically went on with life. They were not a major beneficiary of the levy.

Dr Smyth—If we look at the industry as a whole, it is just a fact of life that in the industry there is a
minority in the racing sectors. There is about four to one in non-racing versus racing. That is a fact of the
industry, so—

Senator HEFFERNAN—NGot the dollars, the animals?

Dr Smyth—By number, yes. We are paying on a per head basis here, so it is a numbers game. Quite simply,
there will be alarger quantum from the non-racing to the racing simply becauseit is four times—
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Senator SCULLION—I am sorry, we might just suspend for a moment. It is adivision. We will be back as
soon as possible.

Proceedings suspended from 5.43 pm to 5.51 pm
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[5.51 pm]

CHAIR—We are back on the record.

Senator HEFFERNAN—SOo, you are on the record that al horses should be registered?
Dr Smyth—We think that isa good idea, yes.

Senator SCULLION—Mr Smyth, alot of the reason that EADRA has three bodies is that the government
clearly has come to the view that they are the representative bodies. Generally speaking, the Australian Horse
Industry Council would have represented, some time ago, a vast magjority of people who play in the
performance and pleasure industries. Given that there does seem to be a large number of people who are
distressed—the Australian Horse Industry Council—about not being represented, do you think it would be
reasonable if you went ahead and signed EADRA, or the Australian Horse Industry Council went ahead and
signed EADRA? What proportion of those horse owners, pony clubbers and those sort of things do you think
you would represent given the current circumstances? | am not looking for an exact number, obviously. Can
you be frank about that.

Dr Smyth—I would need to have a look at our current membership base to provide you with an accurate
answer on that, but | would make the point that because we are a national body we have to act in the national
best interests of everybody, not just the people who are in organisations but all those large numbers who are
not in organisations. We need to act in the best interests of the whole industry and not just individual groups,
and in terms of the overall industry, relatively small groups, who are opposed. We think that if the levy bills do
not go through it leaves everybody in the industry, including those opposed to these hills, fully exposed to the
ravages of an emergency disease incursion without government assistance.

Senator SCULLION—I am looking through this list of people. Whilst you assert there may have been
individuals, to be reasonable, Mr Smyth—the National Campdraft Council, and we have heard from the
Queendand Horse Council, Pony Club Australia—these are significant organisations and whilst they may not
be significant in the context of your whole organisation it will clearly change the dynamic. Someone said, ‘ Oh,
look, the Australian Horse Industry Council signed up to that’, and in view of this the wider community would
see that as not being widely representative of an industry. Mr Smyth, you are avet. So, thisis the first time we
have tried to sign up to EADRA—and there have been plenty of industries that have not signed up one way or
another—an industry, if you like, that is 80 per cent recreation. It is really a new area of endeavour by the
government. Let us say it is the dog racing industry and we import some dogs from somewhere else and
somehow we get rabies or some disgusting thing in Australia. | just see it as inconceivable that we ask
everybody who owns a dog to pay the price, to share the hill, or to get every dog owner in Australia to
suddenly sign up. It is inconceivable that a government would try to do that. That isidiotic. But we are only a
few steps back from that, Mr Smyth.

Dr Smyth—Companion animals, such as cats and dogs, are not covered by thislegidation at all. They are
not covered by these levy mechanisms. You mentioned rabies. If rabies did get into the country—and we
would all hopethat it never did—that is a category 1 disease and the government pays everything, anyway.

Senator SCULLION—So, the companion animal is the dog and the cat and we know what a companion
animal is for. They are pleasure animals. We might show them. We might go to cat shows, dog shows and
those sorts of things. Now, certainly we do not jump on their backs or anything monstrous like that, but |
would have thought that most of the people in the Pony Club would see their animal—and | know Senator
Heffernan has a really special attachment to Molly—would have described theirs as a companion animal
relationship.

Senator NASH—ADbsol utely.

CHAIR—I am sure that Senator Heffernan's compani onship with Molly would be more interesting than all
of this, though.

Dr Smyth—In answer to your question, we have a board member, Jane Barry, who breeds ponies. Sheis a
Pony Club mum. Her daughter rides ponies and in their Pony Club, which is somewhere on the central coast of
New South Wales. All of those Pony Club ponies were vaccinated as part of the program. They all benefited
from the emergency response. In that instance they benefited and they have no problem with the concept that,
if they are beneficiaries, they should make a contribution. We get that from a lot of other people, too. Our
administrative officer, Judy Taintch, breeds ponies and has been involved in Pony Club all her life. She judges
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ponies at shows all over the place. Sheisin Victoria and so was not involved in the previous situation, but she
also sees that everybody would benefit from the program. As an example of why a lot of people did benefit
from the program, we had approximately 150, 000 horses vaccinated and micro-chipped as part of the
program. A huge number of those were not in the racing sectors. If you take all of the thoroughbred horsesin
the country and all the standard breeds, it is about 150, 000. We did not do only thoroughbreds and only
standard breeds. A huge number of non-racing sector horses benefited in this past outbreak.

Senator SCULLION—This is a very tight levy. It just simply levies future horses on registration. Given
the differential in the industry, if you agree that everybody should pay because everybody gets a benefit,
notwithstanding the companion animal aspects, do you think that perhaps this levy should be considering
things such as a horse shoe levy? As has been discussed in the past, a dollar a corner does not seem to be an
awful lot. The racing end of the industry, the Australian Racing Board, is a huge mob, but they do not appear
to be paying anything. | am sad that they did not appear. | had a couple of questions for them. You are very
brave to appear, Mr Smyth. Do you think we could have a different levy? Thisis a levy that is just been one
thing and that isit. Do you think this would be more appealing if we had a levy that was more sophisticated to
deal with a more sophisticated sector?

Dr Smyth—If you look at the comments in our survey that related to levies and levy mechanisms, the clear
thrust and the preferred thrust was that it is a broad-based levy so that everybody contributes. You brought up
horseshoes. Probably 10 per cent or less of Australia's horses are ever shod. The vast majority of them never
get shoes on. It completely leaves out all the breeding industry, and people who shoe horses, or put horses on
their shoes, usually get it done on a regular basis so it hits that particular group every time they put a set of
shoes on their horse, and everybody else gets left out.

Senator SCULLION—Only 50 per cent of horses behind wire are registered.
Senator HEFFERNAN—I want to go back to the—

Senator SCULLION—Mally!

Senator HEFFERNAN—the business end. Poor old Mally.

CHAIR—Molly does not exist.

Senator HEFFERNAN—Molly does exist. She is a beautiful old broken-down Shetland. You will agree
with me that for the person most able to afford this levy—at the top end of the waterfall, not the bottom end—
it will not cost them anything because it will be atax deduction?

Dr Smyth—No. Levies are not tax deductible, asfar as| am aware.
Senator HEFFERNAN—It is a business cost.
Dr Smyth—It is not deductible.

Senator HEFFERNAN—With great respect, have you checked that? The levies that we pay—the rates, the
charges, the PP board levies—are a tax deduction to a farmer. This will be a tax deduction to a professional
horse owner.

Dr Smyth—We pay levies at the—

CHAIR—Dr Smyth, you do not have to answer. That is more of a statement. You have already put your
answer forward.

Senator HEFFERNAN—You are on the record as saying it will not be a tax deduction. | will prove you
wrong.

CHAIR—That is all you have to do. Dr Smyth, | actually wanted to give you a chance to defend yoursdlf.
In al my years of negotiating for, and on behalf of, truck drivers and forkies | have always found it
advantageous if all forms of industry come together and say to government, ‘Hey, we have got a problem.
How can we fix it? | commend you and | commend the thoroughbred board and the harness committee. The
sad part is when it does not go to how a lot of your members feel; they all ‘ crack the sads’ for want of a better
phrase, and pull out. | would rather they stayed in there and had the fight in the tent rather than out. You could
not be a bad bunch of blokes because you are based in Gedong. That is something good. The previous
submission attacked your figures of 50,000 to 60, 000 new horses coming through. | am sorry if | have got that
figure wrong. | think you based your estimated of the levy on that. Would you like to comment further on your
sums and how you came to that?

Dr Smyth—Do you mean the original 2006 proposals?
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CHAIR—Yes, please.

Dr Smyth—Those were based on a desktop exercise done by Dr Dick Rowe. He was charged with coming
up with some ball park numbers to give both government and industry an idea of, if this did happen, how much
might it cost us? He was asked to do only a limited number of analysis and the analysis that he did was based
on an outbreak in alimited number of horses racing where the outbreak was confined to arelatively small area
and a rdatively small number of horses—just a few thousand. There was a scenario where there was no
vaccination and there was vaccination and there was a considerable cost difference between the two. The sum
that he came up with was $6 million to run the eradication program, get it all over, get the disease eradicated
and no ongoing vacci nation.

So, we thought, if we use the proposal where we levy only newly registered horses, how many might there
be? We did some numbers and came up with at that stage a number of roughly 60,000-odd—in ballpark
numbers again. If we amortise $6 million over the 10-year projected period, 600,000 a year, and we have
60,000 new horses a year, that comes to $10. That was the basis of that calculation. It was purely a desktop
exercise and of course we now know, with our most recent experience, that it was way low. But that is just the
way those things go sometimes.

CHAIR—Of course. | likened it earlier on to paying car insurance. No-one wants to pay it, but as soon as
we have a bingle we are all screaming. | have just one last question on that. How many horse owners do you
still represent?

Dr Smyth—Once again |—
CHAIR—I amsorry if you have answered that question.

Dr Smyth—I just have to repeat that at the moment | am not sure of the total number of organisations that
we represent. | am not sure.

CHAIR—What wasit prior to—
Dr Smyth—Last year it was 80 organisations of varying sizes and 250 individual people.

CHAIR—S0 you were a substantial player in the industry when you came to the previous government to
suggest, ‘ Hang on, what can we put in place in case we have a similar outbreak?

Dr Smyth—We think so.

CHAIR—I commend you for that, and | am sure your organisation will go forward from here. We have run
out of time, Dr Smyth. Thank you very much for your time today.
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[6.05 prri]

ALDRED, Mr Tom, Executive Manager, Product Integrity, Animal and Plant Health, Department of
Agriculture, Fisheriesand Forestry

BIDDLE, Dr Bob, General Manager, Animal and Plant Health Policy, Department of Agriculture,
Fisheriesand Forestry

FITCH, Mr Phillip Gerard, Manager, Plant Health and Cross Sector Policy, Department of Agriculture,
Fisheriesand Forestry

MAXWELL, Mr Seve, General Manager, Levies, Contracts and Services, Management Services,
Department of Agriculture, Fisheriesand Forestry

CHAIR—I welcome officers of the Department of Agriculture, Fisheries and Forestry. | remind senators
that the Senate has resolved that an officer of a department of the Commonwealth or of a state shall not be
asked to give opinions on matters of policy and shall be given reasonable opportunity to refer questions asked
of the officer to superior officers or to a minister. This resolution prohibits only questions asking for opinions
on matters of policy and does not preclude questions asking for explanations of policies or factual questions
about when and how policies were adopted. Officers of the department are also reminded that any claim that it
would be contrary to the public interest to answer a question must be made by a minister and should be
accompanied by a statement setting out the basis for the claim. Mr Aldred, do you wish to make an opening
statement before we go to questions?

Mr Aldred—I will make it very brief. | think previous witnesses have covered the purpose of the hills, but
the hills were drafted to give effect to the horse industry’s levy submission of November 2006 to impose a
levy on theinitial registration of horses. The purpose of the submission was to then allow the horse industry to
ratify the Emergency Animal Disease Response Agreement that the industry had been wishing to sign for some
time. The purpose of the agreement, of course, is to provide the protection to industry to ensure underwriting
of costs in the event of emergency animal diseases. | think it is important to note that the EADRA covers not
just equine influenza, and while there is an obvious focus on recent events in terms of equine influenza, the
EADRA certainly goes broader than that.

Given that the nature of the horse industry is different to some of the other industries covered by the same
arrangements it has been difficult for the industry to come up with a levy mechanism to propose to
government. Obvioudly, if it had been easy the horse industry would have signed up at the same time as most
of the other industries. The submission that was made in November 2006 was as a result of broad consultation
and a fairly significant effort. It was assessed against the levy principles, and the bills presently before the
parliament reflect that submission.

Senator McGAURAN—Some $353 million has already been outlaid by the government in relation to the
El response. Isthelevy being raised to meet that commitment?

Mr Aldred—No, it is not. The bills before the parliament will set up for future emergencies and they do not
seek to recover the costs of either the assistance that was provided during the outbreak nor the costs of
controlling and eradicating equine influenza.

Senator McGAURAN—Is there going to be a recovery of those costs? Was that part of an earlier
agreement?

Mr Aldred—During the initial stages of the outbreak there was agreement that the parties would operate as
if the EADRA wasin place. Subsequently, the government made the determination that as the industry was not
a signatory to the agreement those costs would not be recovered.

Senator McGAURAN—DiId they make that decision on budget night? When was that made?
Mr Aldred—The announcement was made in June this year.

Senator McGAURAN—Could that be interpreted in any way as a response to a possible class action that
would be coming their way?

Mr Aldred—The decision was made on the basis that it was not considered appropriate to recover the costs
because the horse industry had not signed the agreement. That is the extent of the decision.

Senator McGAURAN—Had the horse industry said that to the government: ‘We have not signed.
Therefore we are not bound by the agreement’ ? It was understood at the time and well published that there

RURAL AND REGIONAL AFFAIRSAND TRANSPORT



Wednesday, 24 September 2008 Senate RRA&T 31

would be a recovery process put in place, which | thought was the fundamental reason for the levy. Did the
horse industry in the end, to use a term, buck, and say, ‘We have not signed anything, so you cannot hold usto
it'?

Mr Aldred—There are a couple of things happening. What we should make clear is that following the
November 2006 submission the process of drafting bills and bringing them through to establish these
arrangements was in train. The bills before the house were not commenced after the outbreak of eguine
influenza. All of the lead-up work was well under way, but it was a government decision that as the horse
industry had not signed the agreement it would not be appropriate to put the levy—

Senator McGAURAN—Was there an agreement on the table to sign?
Mr Aldred—Was there?

Senator McGAURAN—You said they had not signed the agreement in regard to cost recovery, but was
there an agreement to sign? Had an agreement been drawn up?

Mr Aldred—There was an indication by the representative bodies of the horse industry that there was an
intention to sign, but the levy mechanism was actually the thing that was holding up the whol e process.

Senator McGAURAN—You say they signed, but was there something to sign?
Mr Aldred—What would happen is that they would sign up to the existing agreement.
Senator McGAURAN—Sign up?

Mr Aldred—And the agreement has been signed by a range of other industries and the horse industry
would become a party to the agreement.

Senator McGAURAN—I am just talking about cost recovery now. | am not talking about the future levy
response. Just the cost recovery, which | must admit—

CHAIR—Are you talking about the EI?
Senator McGAURAN—Yes.

CHAIR—These are probably very good questions, but | am thinking about the purpose of this inquiry on
this bill and our time constraints. | am not trying to cut you down.

Senator M cGAURAN—It does reflect on the good intentions of the industry and for me it brings a whole
different perspective to this. There was no document for them to sign? It was just an understanding at the time
between the horse industry and the government of the day that there would eventually be a cost recovery putin
place? It was not actually an agreement on paper?

Mr Aldred—There was not a signed agreement.
Senator McGAURAN—BUL there was no agreement?

Mr Aldred—In the initial meetings of the national management group, to which the three bodies were
parties, there was agreement to operate as if the EADRA had been signed, but it had in fact not been signed.

Senator McGAURAN—What is EADRA?

Mr Aldred—It is the Emergency Animal Disease Response Agreement. It is the framework agreement that
sets out how responses will be managed and the way that monies will be outlaid and the recovery
arrangements that will apply. It is the one agreement for a whole range of industries. In the case of the horse
industry, because there was no levy arrangement or levy mechanism in place that would allow the recovery of
fundsin the event of an outbreak, the horseindustry had not been able to sign that agreement.

Dr Biddle—Perhaps | might make a further comment on that area. If we go back to 2002, when the
EADRA was signed by a number of industry organisations and governments, state and federal, it is relevant to
know that the detailed schedules of the EADRA included quite arange of horse diseases. This was because the
horse industries had been party to the processes leading up to the framing of that agreement. Subject, as Mr
Aldred said, to a suitable levy mechanism to allow those industries to meet their obligations, It was envisaged
that they would eventually sign on and become signatories. As history shows, the process of detailed
negotiations around identifying a suitable levy mechanism took a considerable amount of time and delayed the
process. But, by 2006, as Mr Aldred has said, arrangements had been progressed enough for legislation to start
to be brought through the system.

Senator HEFFERNAN—In the tax system we have the black economy, and one of the things that the GST
was designed to do—which it does pretty well, | have to say, because | have had to straighten mysdlf up—was
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identify the part of the community that was not contributing at all in that regard. What is the registration
protocol that is behind thislegislation? Isit compulsory or not?

Mr Aldred—No, it is not compulsory.

Senator HEFFERNAN—If it isnot compulsory, isn't that just a sort of halfway measure? It is a bit like the
brumby industry. | do not know how you deal with feral pigsin a foot-and-mouth situation and | do not know
how you deal with brumbies in a horse flu situation. What was the logic for not making all horses registrable,
for a start? Was it because you could not muster the brumbies? What was the reason?

Mr Aldred—From the Commonwealth’s point of view, the Australian government does not have the
constitutional power to mandate national registration of horses.

Senator HEFFERNAN—So why wouldn’t you, at COAG, get all the states to agree to harmonise this? It
could be like the driver fatigue laws, which are now a farce. This will develop into a farce too, if every state
has its own mind and its own agenda and gollywogs who know nothing about it are making the decisions.
Why wouldn't you do this as a national standard? Couldn’t you do that through COAG?

Mr Aldred—In terms of aregistration system?

Senator HEFFERNAN—That is where you have to start. You will have some people in the plan and some
not in the plan. It is neither your arse nor your elbow, to be quite candid.

Mr Aldred—As the last witness, Dr Smyth, mentioned, there is certainly discussion and thought that, in
fact, that should be put into place.

Senator HEFFERNAN—Shouldn't that decision be taken one way or the other? No-one seems to know
what is going to happen.

Mr Aldred—As | have indicated, the concept has been discussed. It has been referred for examination to
the Animal Health Committee, which sits under the Primary Industries Ministerial Council’s standing
committee arrangements.

Senator HEFFERNAN—So why wouldn’t you make that decision before you made the rest of it? You are
putting the cart before the horse, aren’'t you?

Mr Aldred—No. The legidation before the parliament is based on the November 2006 submission. We
would liketo haveit in place in the event of an emergency outbreak.

Senator HEFFERNAN—I appreciate the urgency and | congratul ate the department and Dr Biddle and all
the people behind you that do all this fantastic work, becauseit is very important and it is very difficult to get
us—we are all likeable rogues—all together. But, to strike an equitable levy, surely the first thing you must do
is have compulsory registration. You are opening it up to all the rogues. Dr Smyth and others are arguing,
“Well, it costs as much to fix that horse there as it does to fix that horse there and that horse there and poor old
Mally.” So why wouldn’t you make it al registrable and then strike what you thought was a levy from an
actuarial point of view? Isn't it a fact that, if | am conducting a business with a horse, | am earning an income
where my expenses are a tax deduction, and alevy is a tax deduction?

Mr Aldred—It is my understanding that a levy would be deductible—

Senator HEFFERNAN—So it is not going to cost those most able to afford it—

Mr Aldred—Perhaps | could finish. It would be deductible where it is an expense of doing business.
Senator HEFFERNAN—That isright.

Mr Aldred—I will not pretend to give tax advice, but that is my understanding.

Senator HEFFERNAN—I own up. | pay levies and they are a tax deduction. In the process of earning an
income, it isfair dinkum. Thisis sort of putting the cart before the horse, properly. Given that it would be atax
deduction for those most able to afford it, what would be the logic that talked you out of—like the NLIS for
cattle or sheep or any other damn thing—not having registration across the board, so that Molly is registered.
But, because Mdlly is a broken-down Shetland and is used for riding for the disabled, under whatever, you pay
sixpence instead of £600. Is it too hard, or did everyone get out of bed feeling tired? What was the reason? |
realise that thisis all difficult, but it is also patently inequitable. It is not tax deductible to the pony club mob;
it istax deductible to the bloke that rocks up in a Rolls Royce.

Mr Aldred—I will put two points. The first is that the structure of the EADRA is that it seeks to recover
costs on the basis of the beneficiary pays. Effectively, the comparison that is made is: who would be the
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beneficiary if the disease were eradicated versus if the disease were endemic? In the case of horses, the
fundamental difference in those two states is that, if the disease were endemic, it is likely that vaccination
would be required for all horses. The cost of vaccination would be the same essentially for each horse.

Senator HEFFERNAN—Yes, but that is why the rich pay more tax than the poor and why they subsidise
the A and B supplements, the dole and everything else. That is just fair. That is why the US has just put in
$700 billion to correct the greed of pass-the-parcel financial instruments. There is no equity argument that is
sustainable in what you have just said. What classes of horse disease would there be where the tab would
automatically be picked up by the Commonwealth? Would there be any?

Mr Aldred—Mr Fitch has just said that rabies would be one.
Senator HEFFERNAN—Could you make available alist of those classes or categories?
Mr Aldred—We will table a full copy of the EADRA.

Dr Biddle—Perhaps | could just explain that, in the annex to the department’s submission, thereis alist of
the cost shareable diseases, under the EADRA, for horses. Category 1 in that list is the diseases where
governments meet the full costs.

Senator HEFFERNAN—Just say we get an outbreak. | took a ride up through the Snowy recently and |
nearly broke my backside. It was almost ‘breakback mountain’, with Malcolm Turnbull and me. There are
hundreds of brumbies up there. If you get a class 1 disease, what do you do about all the brumbies? This bloke
here will tell you about all the brumbies in the Northern Territory. Who is the beneficiary of that? Isit the state
government? Why shouldn't the state government then pay part of the levy? Who owns the brumbies?

Dr Biddle—No-one owns the brumbies. It is envisaged under the arrangements that, where it is determined
that a disease can be contained and eradicated, a response may be agreed by the parties and then a response
plan would be prosecuted with the aim, hopefully, of dealing with the disease outbreak. If it was entrenched in
a brumby population, it may not be eradicable.

Senator HEFFERNAN—Are any of these diseases herein Australia and now contai ned?
Dr Biddle—Yes, some diseases on the schedul e are present in Australia.

Senator HEFFERNAN—Rabiesis not here, isit?

Dr Biddle—lIt isnot here.

Senator HEFFERNAN—If the blokes out at quarantine again get pissed or drunk, which might be a more
polite way of putting it, or they stay too long at lunch and forget to do something when they get back to work,
or whatever they do there—they were hopeless; | presume no-one has been sacked, but they have probably all
been counsdlled, whatever that means—why should Molly’s mob have to pay for someone else’'s mistake and
then for the rounding up and the shooting of brumbies or whatever would follow? That is why the
foot-and-mouth operation broke down; they did not work out how to get rid of all the feral pigsin the hillsjust
out here. Let us hope it never happens. That is why we have to have this—and | applaud the work that you
fellows do—to stop it at the first barrier.

Where is the equity in that, with the government’s thinking? It is a tax deduction for the person who is
carrying on a business, but it is not even a GST return for the pony club. It is a great idea to have registration,
even though it might cost $20 or $30 to stick a tag in an ear; we have become used to that in the cattle and
sheep industry now. However, after having identified all that is there, what is the big deal with striking a levy
that is equitable? | will doiit for you, if you want meto.

Mr Fitch—Perhaps | can comment on a couple of points that you have made. Compulsory registration, as
Mr Aldred has indicated, is not excluded by these arrangements; in fact, it can be picked up in the future.

Senator HEFFERNAN—I am aware of that.

Mr Fitch—That is the first point. | suppose my second point regards a disease outbreak. One of the
fundamental principles, which has been mentioned already, is the beneficiary pays principle, under which the
EADRA was negotiated. The EADRA was not intended to try to apportion blame to whoever was at fault in a
disease outbreak or incident. The intent of the arrangements is to enable the parties to agree to set out al their
roles and responsibilities so that they know exactly what they need to do to respond quickly to and eradicate a
disease outbreak. It is not to apportion blame. Once again, | come back to a fundamental negotiating principle
on which the document and the legal agreement were negotiated, and that is the beneficiary pays principle. If,
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as a consequence of a disease becoming endemic in Australia, you would benefit from its eradication or
containment, it is appropriate that you should pay part of the costs of eradicating that disease.

Senator HEFFERNAN—BLUt, as you know, in any sound financial plan, thereis an actuarial assumption of
risk, and there is an actuarial assumption in this. Even though you insure throughout the whole of the motor
industry, the bloke at Booligal driving a ute does not pay as high a rate of insurance as does the person at
Kings Cross. Why couldn’t you apply that principleto thislevy?

Mr Fitch—Because it would be inconsistent with the EADRA, which is based on the principle of
beneficiary pays.

Senator HEFFERNAN—BUt maybe that is a flawed concept. With great respect, when that was set in
place, you did not even know what horses it would apply to.

Mr Fitch—Sorry; with which diseases?

Senator HEFFERNAN—You do not know now what bloody horses you are going to collect the levy from.
Thisis kindergarten stuff.

CHAIR—Senator Heffernan, just ask questions of the officials, because Senator Scullion and | have some
questions.

Senator HEFFERNAN—I am watching the clock.
CHAIR—We arefinishing at seven o' clock. | do not want to push and bully you, but—
Senator HEFFERNAN—God bless youl!

Mr Fitch—You comment that we do not know what horses the levy arrangements will apply to. The
legidation sets out that the levy will be paid on the registration of a horse. The legidation makes the point that
the registration bodies are those that register horses or those that would be specified in the regulations. In
terms of identifying those bodies that are to be specified in the regulations, it isincumbent on us, obvioudy, to
have wide-ranging consultations with the industry to help identify what those bodies will be. As part of the
levy principles and guidelines, one of those principlesis that the levy arrangements need to be equitable, quite
broad based and efficient.

In terms of the levy arrangements and the levy collection arrangements that need to be put in place, as has
been pointed out earlier in the inquiry’s deliberations, in some sectors of some industries no levy will be
payable by owners of livestock, be they poultry producers or whatever. The arrangements put in place will
need to be, as | have said, as efficient and as effective as possible, bearing in mind administration costs;
therefore, there will be a threshold below which it will not be economical to collect the horse registration levy
and a threshold will need to be set. The other point that needs to be made is, as we know, initially it will not be
compulsory to—

Senator HEFFERNAN—In terms of biosecurity, quarantine and every other animal health issue, isn't it a
flawed proposition in that there is a whole lot of what we could call ‘ phantom’ stock out there in terms of this
levy?lsn't that the most inequitable mindset of a bureaucrat that you could come up with, in that, without such
registration, you are ignoring a whole lot of animal risk? What would be wrong with saying, ‘ Everything has
to be registered; disabled kids with their horses pay nothing, pony clubs pay $10 and John Singleton or
someone like that pays $1,000' ? What is wrong with that? For Singleton, it is a bloody tax deduction; it is not
going to cost him anything. He will spend more on his champagne at the races than on the levy. | should pick
on someone else besides John Singleton; | do not want him coming down here and thumping me. | didn't
mean it, Singo!

Mr Aldred—You raise the point of national registration, and | think we—

Senator HEFFERNAN—I am sure that you are going to load up the industry with it eventualy; it is just
that you are going to creep up on them. What do you think? Tell the truth.

Mr Aldred—I will await the deliberations of the Animal Health Committee to see the practicality of it.
Senator HEFFERNAN—I think you are putting the cart before the horse.

Senator SCULLION—Mr Aldred, Mr Fitch gave me a useful place to start. The EADRA is based on the
beneficiary pays principle. | think that is a great principle, and all Australians would probably agree with that.
Perhaps we can just go through this so | have a clear understanding of the impact of diseases on different
sectors of the industry. Whilst you may not be comfortable with it, you have to recognise that the context
under which we are having this debate is, in fact, El. | think that is what everybody is doing. Whilst you may
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say that there is a whole range of other diseases—and | respect that—I think it is useful to have it in that
context. Perhaps we can just go through the signatories. What sort of impact would the disease have on the
Australian Racing Board? | understand that is the jockeys, the racing clubs and the gambling sector. Basically,
the racing clubs and the gambling sector are pretty huge sectors. What sort of an economic impact would that
have on them?

Mr Aldred—If we focus on the cost of aresponse to the disease—
Senator SCULLION—I would really like you to focus on my question, with respect.

Mr Aldred—Genuinely, | am trying to. | guess | am talking about the fundamental principle of the
legidation and the EADRA, which refer to the two steady states of ‘endemic’ or ‘ non-endemic’. The cost to
the thoroughbred racing sector in an endemic situation would be the cost of vaccination, in the sense of
beneficiary pays and the agreement. That is the actual principle.

Senator SCUL LION—I understand the comparison. You can go to the non-endemic and the much greater
cost, because it goes to the potential of making the decision to eradicate or not eradicate; | acknowledge that.
Just in the context of El, could you tell the committee what the larger potential impact has been on the
Australian Racing Board sector, which is the racing clubs, the gambling sector and the jockeys?

Mr Aldred—I do not have a figure with me. There has certainly been a range of figures expressed and they
arein the hundreds of millions or greater.

Senator SCULLION—Huge losses; | accept that. | am not looking for an exact number, but it would be a
great deal. Under the EADRA, how much exactly are they paying?

Mr Aldred—Under the EADRA—
Senator SCULLION—The legislation says that there are three signatories: the Australian Racing Board,
the Australian Horse Industry Council and the harness association. | am just going through them one by one so

that | understand. How much is it proposed to levy the Australian Racing Board, given that they do not own
horses?

Mr Aldred—They would not be levied. The individual—

Senator SCULLION—So | can reasonably put a zero next to them. | just want to go through the
signatories. If we now go to the harness industry, | understand from other submissions that there is a
registration fee for horses there. All the horsesin the racing harness industry, | assume, would be registered.

Mr Aldred—Yes.

Senator SCUL LION—According to the legislation, horses in the harness industry would be required to be
registered in the future and that is how they would be levied.

Mr Aldred—That is correct.

Senator SCULLION—I do not have a number here, but basically it isa multiplier on the number of horses
that come into the industry.

Mr Aldred—Asit isfor thoroughbreds.

Senator SCULLION—This is something that | have had difficulty with. Do you have a percentage of the
horses which, from this process, you would have to allocate income to? What would that percentage be in the
harness industry? | will understand if you do not have these numbers. Of the total number of registered horses
there arein Australia, do we have a percentage for harness racing horses?

Mr Aldred—Off the top of my head, | do not know.
Senator SCUL LION—If you cannot answer off the top of your head, | am quite happy to take it on notice.
Mr Aldred—My understanding is that those estimates were included in the horse industry’s submission.

Senator SCULLION—So they will be available for me; thank you for that. The other one is the Australian
Horse Industry Council. Again, just to clarify this, that industry represents about 80 per cent of registered
horses in Australia. Is that correct? We get assertions and | just want to ensure that, of all the horses in
Australia that are registered—I understand that it is something between 50 and 60 per cent—about 80 per cent
would have been covered by the purview of the Australian Horse Industry Council. Is that about right?

Mr Aldred—I am not sure whether it is specifically right in the sense of being registered versus being
covered. About 80 per cent are covered, not all of which are registered.

RURAL AND REGIONAL AFFAIRSAND TRANSPORT



RRA&T 36 Senate Wednesday, 24 September 2008

Senator SCULLION—I am not trying to be mischievous. Let's forget about the actual then and take the
sector as awhole. They are trying to represent the pleasure/performance sector. Would that represent about 80
per cent of the horses that are registered? Would it be about that much?

Mr Aldred—From my recollection, it might be about 80 per cent of the horses as opposed to registered
horses. A number of the individuals who are members of the organisations that are members of the Australian
Horse Industry Council would not register their horses.

Senator SCULLION—Just so that | can work this out: the people registering their horses in that sector—
the signatories of the Australian Horse Industry Council—would pay the same per horse as people in the
harness industry.

Mr Aldred—Yes.

Senator SCUL LION—I guess that the other aspect of industry, which is a clear part of the industry that is
not under the EADRA, is the group of people who would see themselves as wider beneficiaries of the horse
industry. You make a horse float, sell fodder or are a vet; you might even be a food caterer for the Spring
Racing Carnival or sell hats. During the El outbreak, we heard all about this huge wider industry. In order to
confirm this, will any aspect of that industry be contributing a levy of any kind?

Mr Aldred—No, because those participants, if you like, are not defined as the industry.

Senator SCULLION—Would they have received any of the money—whatever the quote from Senator
M cGauran was—that was part of the response?

Mr Aldred—I would have to take that on natice, but my belief isyes.

Senator SCUL LION—So, in some ways, we do see them as being part of the industry. The reason we did
that is completely acceptable; | am not knocking the fact that we do that. We provided them with relief because
they were in economic pain. Obviously, because we had to provide them with some assistance, that sector
would have suffered some considerable economic pain. | could not see a government of any persuasion
providing people with funds if they did not need them.

Mr Aldred—They are a big part of the economy that was i mpacted by Equine | nfluenza.

Mr Fitch—They were, but | think it is important to point out that assistance arrangements are outside the
scope of the Emergency Animal Disease Response Agreement.

Senator SCUL L ION—I acknowledge that.

Mr Fitch—The direct costs of responding to and eradicating a disease are the only costs that are shared
between the parties—the government parties and the industry parties. Any assistance measures are separate to
that. That would be a matter for the government or governments of the day.

Senator SCULLION—I am having a little bit of trouble here. Under the beneficiary pays principle, we
have identified the beneficiaries. All the real beneficiaries are the Australia Racing Board, which | think you
could say were a major beneficiary; and the harness industry, which was paid a little, which was the same that
everybody else was paid. Of course, we have the other huge industry, which is made up of such things as
saddles and horse floats, which sits around that. The Australian Racing Board—I would have them to have
turned up here—clearly would have been the biggest beneficiaries economically, which | do not think anybody
should deny, but next to their name here | see ‘zero’. So, regarding the beneficiary pays principle, before you
respond, we have lost completely. The harness industry is paying the same as the pony club; | think you will
understand if | do not have to go down the path of the equity model there. However, the next biggest
beneficiary also does not pay. The general assertion that | will put to you has been the common thread of what
you have been seeing today. Can you understand why so many people are offended by a levy that appears—
and | know there is no mischief from yoursel ves—to be so fundamentally inequitable?

Mr Aldred—I will say a couple of things, just so that | am not misunderstood. You have said that you have
‘zero’ written down next to the Australian Racing Board. The point | was trying to make there is that the
organisations themselves, the signatory organisations, do not get levied. That represents the ‘zero’ figure. The
individual owners who register horses would be the ones who incur the levy. Harness Racing and the
Australian Racing Board, because a very great percentage of their horses are registered, would certainly be
levied. Again, interms of the ben€ficiary pays, it does not relate to the flow-on secondary or tertiary industries,
because those costs are for consequential losses to a disease. The ‘beneficiary pays keeps coming back to
endemism and eradication. It is a case of who is the beneficiary from having it eradicated or not eradicated, in
terms of the direct ongoing costs.
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Senator SCUL LION—I think the reasonable answer is that it would be those people who own race horses
and who travel abroad. They would be the highest on that list of endemism, if you look at that aspect of it. | do
not want to digress, but thank you for that answer. As | understand it, in 2004, the ARB wanted to sign
EADRA and they actually had a levy collection mechanism. Is that right?

Mr Aldred—I would have to seek advice or take that on notice.

Mr Fitch—I do not believe they did. They did not have a levy collection mechanism that | am aware of.
There was a process—

Senator SCULLION—BUt they indicated as a sector that they may be able to contribute to a levy. | am
sorry; | was not indicating there was a levy mechanism particularly.

CHAIR—For the purposes of time, gentlemen, if you are not sure, please take it on notice.

Mr Fitch—I| understand that the Harness Racing Council and the Australian Racing Board were
considering becoming parties to the EADRA at that time. However, a decision was taken that, in fact, the
whole horse industry should be party to the arrangements, not a component of it. As all horses would be
affected by a disease, all sectors of the industry should be covered. If we come back to the levy arrangements
and the like, the levy arrangements apply to registration of a horse. It was deemed that the horse was
effectively a product of theindustry. That was probably an appropriate point of application of the levy.

Senator SCULLION—I hope | have reasonably established that, under the beneficiary pays principle—
apart from endemism and getting into the epidemiology of diseases and who is a beneficiary that way—
certainly the people who own horses of al typesin the wider community would see this asinequitable. | go to
the timing. In another life, | can remember the Australian Seafood Industry Council making sure, for not
dissimilar reasons, that we had nothing to do with this. | understand that they still have not signed up to
EADRA. The seafood industry, for example, has not signed up to it.

There appear to be alternative levies, and | know there have been some fruitful discussions. We talk about
having a broad base. | think the base could be broadened. There have been suggestions from industry about a
number of other ways to broaden it. With people registering a horse in a race, for instance, the Mebourne
Racing Club might see fit to provide some funding towards this, to have some capacity and some beneficiary.
It is evident that a huge backlash will occur here—and it is not from want of you guys trying. However,
perhaps you could go back to industry and say, ‘ Clearly, this model is not only unpopular but probably is not
going to reflect the general equities that the Australian people would like to see.” We have to go forward and
have this signed up to. Other industries are not signed up to it. Clearly, this levy process is not going to be
successful. Poor old Barry Smyth from the Australian Horse Industry Council has turned up here today—good
on him for turning up—but talk about a high tide! Everybody on that ship has gone. | suspect that he is the
only bloke left. | speak widely to those in the industry and, even in listening to those who have come here,
there is just no-one left. That is a great sadness, because it was probably a pretty reasonable organisation. The
real issue there is that the only people who will be left to sign up will be those in the racing industry, and | do
not think that is equitable either.

These are only assertions but, given that, don't you think the timing of this could be better? | am not
looking for an opinion, as | am not allowed to ask for one from you. But have you considered the timing of
putting this forward into legislation—and not in a policy sense, because | cannot ask you about that either—
and done some work on it? What drives you about the timing? Is a disease imminent that we do not know
about, because clearly other industries are not involved in the EADRA? Have you considered putting a hold on
this until you can have further consultation with the whole of the industry—and they all seem to be a very
reasonable mob—to try to find a better formula for a levy? You then would have much greater support from
everybody.

Mr Aldred—In terms of timing, yes, we have certainly considered it. In fact, it would have been fabulous
had it been in place in 2007. That would have delivered on what the industry sought and had been seeking for
some time. We are continuing with the mechanism on the basis of that submission. We believe that it has
credibility and has looked at a range of alternative mechanisms. The bills are before the parliament to allow
the industry to become a signatory to the EADRA so that they are covered in the event of any of the number of
disease outbreaks that might require a national response. | must admit, | do question whether a better one can
be—

CHAIR—We areall expertsin hindsight.
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Mr Aldred—come up with that would allow us to protect the industry effectively with an insurance
mechanism in the foreseeable future. Until some form of mechanism is in place and the horse industry does
not sign up to the EADRA, that industry is unprotected.

CHAIR—Fortunately, we are not in estimates. | will not ask estimates style questions and you do not have
to give estimate style answers. Let's make them short, sharp and to the point. | want to pick up on Senator
Scullion’s comment in talking about the Australian Horse Industry Council and using the expression that
‘everybody on that ship has left’. | know | am talking to the department. | know that the Australian Racing
Board has been vocal in screaming for something like this since 2001. So let us go back. We try not to
politicise this committee. It is what is best for Australia that we try to achieve on this committee. | am led to
believe that these conversations, in terms of the representatives of the industry, came to the previous minister
in the former government back in 2006. Are you aware that there was a request for some form of levy?

Mr Aldred—The submission was made.
CHAIR—Wasiit the three peak bodies who—

Mr Aldred—It was the Australian Horse Industry Council, on behalf of itself and the Australian Racing
Board and the then Australian Harness Racing Council, which is now Harness Racing Australia. So it was
AHIC on behalf of the three organisations.

CHAIR—In the previous government’s eyes and the department’s eyes, did they speak for the majority of
industry?

Mr Aldred—Yes.

CHAIR—There were good faith conversations going on long before the outbreak of El. When the previous
government, with you as officials of the department, was having those conversations, one would think that
those three bodies, as they represented the magjority of the industry, were speaking as one voice—as much as
one voice could speak for the industry?

Mr Aldred—Yes.
Mr Fitch—Correct.

CHAIR—I know you cannot answer this, but | would like you to guide me through it. Can you tell us how
those conversations went? Are you at liberty to tell us about those negotiations?

Mr Aldred—It might take alittle while. | know we are short of time—
CHAIR—I think it isimportant. We are short of time, so perhaps you can condense it for us.

Mr Aldred—The key part was that those organisations had been party to the full devel opment of the actual
agreement, as Dr Biddle mentioned before. Along with a whole range of other industries that are signatories
and are covered, they were part of the devel opment of this for quite a number of years. There was difficulty in
finding a levy mechanism and a couple of attempts were made at doing it. Certainly, the department provided
some assistance to the Horse Industry Council to undertake a consultancy to try to find an appropriate
mechanism. There was a range of broader consultations. They culminated in the Australian Horse Industry
Council providing a submission to government in November 2006. The department considered that submission
against the levy principles. It was considered by the then parliamentary secretary responsible. Then we started
to move forward in the development of drafting arrangements to give effect to that submission.

CHAIR—For a good 18 months, you were led to believe—as would have been the previous government,
through the parliamentary secretary or the minister—that the industry spoke for al or the majority of its
members.

Mr Aldred—Yes.

CHAIR—To the best of your knowledge, do you think that message was conveyed from the Australian
Horse Industry Council and othersto their members?

Mr Aldred—I certainly believe that there was broad consultation and communication, although | cannot
give chapter and verse as to its nature during that time.

CHAIR—I support Senator Scullion’s call for Dr Smyth to make himself available. However, | am alarmed
by two things—and | will stand corrected if | am wrong, and someone can correct me after. One of those
things is, for 18 months, thinking that voices for the industry were speaking and then, at the last minute,
having a massive deserting of the ship because something did not go the way that perhaps of a lot of its
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members expected it to go. | want to try to clarify that this is not something that has just popped up in the last
coupl e of weeks; we have had nearly 18 months of negotiations going on through industry and government.

Mr Aldred—Absolutely, yes.
CHAIR—That is quite alarming. Has the department consulted with the states?

Mr Aldred—In terms of discussions with state governments, the states certainly are keen to see the horse
industry become a signatory to the EADRA. As | have said, effectively in the first few meetings of the national
management group after the El outbreak occurred, the states and territories were very keen to see industry
acknowledge that it wanted to be part of the EADRA.

CHAIR—Could you shine some light for the committee on the registering of bodies? Who could be a
registering body or bodies?

Mr Fitch—I might be guided by my colleagues as well, but the intent is that they be national or state
bodies—breed societies and organisations—or other bodies where a large number of horses might be
registered.

CHAIR—Has the department had approaches from bodies that may be interested?

Mr Fitch—It has not had approaches from bodies that would be interested, but there were discussions with
the Australian Horse Industry Council about regulations at that time. As you may be aware, it was originally
intended to give effect to the industry’s levy submission by way of regulations under current acts of
parliament. However, the advice that we received was that we would not be able to proceed on that basis. That
led to the bills that are currently before the parliament. In devel oping legislation to give effect to the industry’s
submission, the Horse Industry Council did, in fact, identify in excess of 120 organisations that might be
bodies that could be designated under the legislation as being registration bodies.

CHAIR—AnNd they would want to have to be a collecting agency; they would not be forced into it?

Mr Aldred—No. The legidation would provide that, if they were a large or a sufficiently sized
organisation, they would be required to participate.

CHAIR—The previous withess—I think it was the Pony Club of Australia—also had that fear. Would they
have a need to fear that they would be a registering club?

Mr Aldred—It would depend on their size and the final arrangements. Upon passage of the bills, any
arrangements to put in place the details of the levy mechanism will require consultation with industry. We will
commence that reasonably quickly and make it quite broad.

CHAIR—It also talks about monies or levies that are collected could go to research and devel opment. Have
you put any thought around who would determine how that money would be spent?

Mr Aldred—I would say two things. Just quickly: yes, it could go towards research and development. The
proposal at the moment isthat alevy rate is set at zero, so the purpose of these billsisto allow for recovery in
the event of expenditure under a disease outbreak. The legidlation does provide that, if there are excess funds
once a debt is repaid, those funds then can be used for the purposes of R&D or health issues. It would be a
designated body, and it is most likely that that body would be the members of Animal Health Australia on
behalf of the industry.

CHAIR—I look forward to seeing you again in two or three weeks time. | say that with tongue in cheek,
and it is nothing personal. Thank you very much for your attendance here and for remaining longer than was
intended. | thank the witnesses who appeared today for making the effort to travel to Canberra. Just as
importantly, | thank Hansard, the recording staff and John and his crew.

Committee adjourned at 7.02 pm
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