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Australian senate
Rural affairs and transport references committee

INQUIRY INTO FOREIGN INVESTMENT REVIEW BOARD (FIRB) NATIONAL
INTEREST TEST

Opening Statement: Mr Frank Di Giorgio

Thank you for the opportunity to address this Committee.

| should indicate at the outset that the Chairman of the Foreign
Investment Review Board, Mr John Phillips, sends his apologies to the
Committee this morning. Mr Phillips will contact the Committee
Secretariat in due course in relation to correspondence received
yesterday.

As the Executive member of Foreign Investment Review Board and the
General Manager of the Foreign Investment and Trade Policy Division, my
role provides a link between the Treasury and the FIRB.

Treasury provides Secretariat services to FIRB and is responsible for the
initial examination of foreign investment proposals received and for
preparing recommendations to the Treasury Ministers.

FIRB’s role, on the other hand, is to advise on the more significant
proposals received by the Division. FIRB is a non-statutory advisory body.
It is not a decision making body and has no decision making powers under
either the Foreign Acquisitions and Takeovers Act or the Foreign
Investment Policy more broadly.

Senators, this is an important observation to consider in relation to the
Committee’s terms of reference, which makes explicit reference to
“improving the transparency of decisions made by FIRB”.

Decision making in the area of foreign investment in Australia has always
been a matter for the elected Executive - Treasurers of the day. For this
reason, Treasury consistently has been forthcoming in explaining the
processes by which decisions in this area are approached.

The regulatory requirements on foreign agricultural related investments
have been well canvassed previously. Substantive rural land acquisitions -
that is, primary production activities on the land - are regarded under the
legislation as business acquisitions and accordingly subject to the general
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business notification requirements of the FATA. Direct foreign sovereign
investments in rural land businesses (as for other businesses) are screened
regardless of value under policy. These may also be subject to the
provisions of the FATA.

Australian Governments have consistently welcomed foreign investments
that are not contrary to Australia’s national interest. Australia’s negative
national interest test, in fact, carries this important implication by design.

Senators, the foreign investment review process in not mechanical, but it
is thorough and rigorous and requires judgement.

The Government looks at a range of factors in assessing the national
interest. These include national security; competition; wider government
policies such as taxation; an investment’s impact on the economy and the
community; and the character of the investor involved. Where a proposal
involves a foreign government or a related entity, the Government also
considers if the investment is commercial in nature or if the investor may
be pursuing broader political or strategic objectives that may be contrary
to Australia’s national interest, and all direct investment proposals from
foreign government related entities are reviewed by the Government.

The relative importance of these factors can vary depending upon the
nature of the target enterprise. Investments in enterprises that are large
employers or that have significant market share may raise more
sensitivities than investments in smaller enterprises. However,
investments in smaller businesses with unique assets or in sensitive
industries may also raise concerns.

Agricultural Sector

Processes by which proposals in the agriculture sector are reviewed by
FIRB are the same as for those in other sectors. This is not to suggest that
the national interest issues are necessarily the same. Indeed, from case to
case they rarely align exactly, for a myriad of reasons.

Clearly, sectoral specific factors can arise depending on the investment.
This can include examination of an investor’s future business intentions,
such as whether farming operations will continue and whether and how
those operations can be expected to change. | would mention here that
an important component of the national interest examination in these
cases is to look at impacts on regional industries and communities.
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Senators, | have noted our processes are thorough and rigorous. Our
examinations are also interactive and occasionally interrogative where
additional information or explanation is required to help Ministers form
judgements. The process is also relatively broad and consultative.
However, by intention, such consultation is handled differently to, say, the
process by which an ACCC or a Productivity Commission investigation
might typically run.

Australia’s foreign investment framework is based in legislation. This
framework appoints a single Ministerial decision maker and decisions are
made in relatively short periods of time in order to minimise any impact
on the commercial viability of investments.

On some occasions a target may not even be aware of an investor’s
intentions to acquire an interest in them and on many occasions,
takeovers and investments do not eventuate, even where approval is
given. This reflects the nature of commercial business activity.

Accordingly, the commercial information FIRB receives is handled with
complete confidentiality. We understand, for example, that information
considered during a FIRB examination process would be of considerable
commercial value to the investor concerned, as well as to its competitors.
And pubilicity surrounding foreign investment intentions that may be
necessary and desirable for Australia would, at the very least, have an
impact on the desirability of foreign investors to continue to invest.

As you would understand, we would be most reluctant today to discuss
investor specific information about agricultural land or business
transactions that FIRB has previously considered.

In concluding these brief comments, | would respectfully urge Committee
members to exercise care in interpreting elements of the recent debate,
reflecting that not all policy concerns in agriculture are appropriately
linked to, or ideally addressed by, adjustments to foreign investment
policy settings. | am referring specifically to the complex issues of
conflicting land uses; to the challenge of securing Australia’s future food
security; and to finding ways to improve our collection and evaluation of
foreign investment activity in the sector. | could list others.

We would be happy to elaborate on these comments or to take questions
from members of the Committee.
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Dairy farmers' bush clearing boost

September 12, 2011
TASMANIA'S booming dairy sector will be able to convert more bush to pasture.
Primary Industries Minister Bryan Green has signed draft legislation changes to lift the cap limiting
clearing of private land to 40ha a year.

There is no new limit to how much forest on private land can be cleared under the changes.

Mr Green told ABC Radio Tasmania needed to ensure the dairy industry was given the best opportunity
to expand and he was confident some tree plantations that had been planted on dairy land would
be converted back.

The changes would give the dairy industry the "pace” to keep up with demand.

Van Diemen's Land Company announced in August that it planned to clear some of the 7000ha of
forested land on its Woolnorth property to accommodate a $180 million expansion, which would triple its
milk production over the next three to four years.

The extra land would be needed to feed another 21,000 cows, which would boost the milking herd on
the property to 40,000.

The company did not specify how much of its 7000ha parcel of bush would need to be converted to
pasture.

Tasmanian Greens planning spokesman Tim Morris said the growth in the state's dairy sector was
welcomed, but he said there was no need to rush through changes to the current clearing restrictions.

"Mr Green needs to come out and say why

it is necessary to clear native forests ¥
' VESEUnder plantation which could be

converted back to dairy production,” he said.

The existing controls had been brought in after much negotiation and should not be abandoned without
consultation, Mr Morris added.

Read more on The Mercury.
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Inquiry into Examination of the Foreign Investment Review Board
National Interest Test

Presentation by Wayne Van Balen, 16 November 2011

Academic Background

Bachelor of Business (Land Economics) (Hawkesbury Agricultural College) (1985)
with distinction

Associate Diploma in Farm Management (University of New England) (1992)

Certificate |1l in Horticulture (Ryde TAFE) (2005)

Professional Representation
Councillor (NSW) Australian Institute of Horticulture (AIH) 2005- current
National Treasurer AlH 2009-2011

Councillor ACT Division Australian Property Institute 1998-2000

Professional Background
Industry Extension Officer, Nursery Industry of NSW 1984-1987
Rural and Urban Property Valuer 1987-2002

Director, Van Balen Horticultural 2002-current

Brief opening Statement

As part of my Land Economics degree in the early 1980s, we studied FIRB guidelines and we were
educated on various restrictions to foreign investment that were in place for the national interest.
We were made aware of a significant percentage of foreign investment in the Sydney CBD office
market, for example. The general public do not seem to be aware of our guidelines, nor have they
been made readily available.

| understand the need for business to attract foreign capital from time to time to expand their
activities. This | believe should be as a minority holding in the trading component but | disagree that
Australian land or real estate should be sold in the process.

I have at times studied foreign investment policies and have serious concerns that policies in recent
years have lacked substance. | recently attended the Grains industry conference in Melbourne
where a great deal of useful information on relevant issues were presented.

Wayne Van Balen — 16 November 2011



The section on Food security: implications for grains is most relevant. Two links are noted below. In
the presentation by Michael J. Dwyer, USDA, he presents graphs and makes the comment as follows:

“Logarithmic growth in middle class expected through 2020 : up 104% in developing
countries by 2020 vs just 9% for developed countries.”

Itis also interesting that biofuels have increased the demand for grain and subsequently the
production of grain and farm incomes very significantly in recent years to the point where farmers in
the US are currently very wealthy and land and farm machinery is in very scarce supply. Apparently,
farmers have been expanding their land interest and productive capacities from their cash flows.
This was because the banks had not been lending to farmers prior to the demand for biofuels so
farm debt levels were low.

Dwyer made the comment that the thing in common with US farmers at present was that they were
wealthy.

2020 is eight years away. We should be significantly tightening our food security.

Main Arguments

e A farmer will almost always be motivated to sell at an inflated price to a foreign purchaser if
it is legally possible and within federal guidelines. This is of course motivated by personal
greed and opportunity to provide for one’s own family. This does not mean that it is within
the national interest or that we are being good stewards for the future of our nation.

® Future Australians should have an opportunity to participate in agricultural production,
environmental upgrading of land and property ownership without the door being closed by
land purchases from overseas interests.

¢ Inrelation to various aspects of agricultural production, Australians are already seen as
some of the most sophisticated and efficient producers in the world. This is certainly the
case in relation to grain and pulses, for example.

e The Australian taxpayer for many decades have, th rough the CSIRO and various research
efforts, made a large investment in Australian agriculture and we should not in any way be
poor stewards of this proud achievement.

® We do not need to sell rural land when world demand for our produce is about to
exponentially increase.

® Good existing Australian farmers will benefit from increasing world demand and other
successful Australian individuals and companies may wish to invest in this sector as
prospects improve.

e We have sold many grain marketing facilities and abattoirs to foreign interests which can
lead to insecurity in relation to control over rural returns.

e Food security is the issue and these guidelines need to be made in a context of changing
world circumstances. For example | understand World population was around 3 billion
people in the late 1950s and now 7 billion people.

Wayne Van Balen — 16 November 2011



Residential Comment

Whilst | do not have major concerns into regulated ownership of commercial property ie office and
manufacturing plants, | have serious concerns in relation to foreign ownership of residential
properties. Recent governments have presided over continual escalation of house prices making
home ownership increasingly out of reach for young Australians. There have been many stop gap
measures which have very little real effect such as first home buyer grants which just inflate the end
selling prices.

Over the longer term house prices have continually increased but shorter term market fluctuations
have historically allowed affordable entry points. Foreign investment of residential property allows
wealthy foreign individuals to absorb housing supply which could otherwise be available for
Australian citizens.

Taxation incentives for builders and developers to increase supply (such as higher depreciation
allowances for builders of new housing stock) would prove more beneficial for Australian home
purchasers than other schemes which favour the wealthy. | believe a concentration on improving
supply of new housing (by the private sector) and allowing free market forces to operate otherwise
may be a way forward.
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“Middle Class” Outside the U.S. Expected to Double
By 2020 - To 1 Billion Households

Worldwide food consumption will be impacted

Foreign households w/real PPP incomes greater than $20,000 a year
{in millions of households)
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Middle class in developing countries
projected to increase 104% by 2020 vs. just
9% in developed countries in 2009
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Source: Global Insight’s Global Consumer Markets data as analyzed by OGA

“Middle Class” in Developing Countries Could Reach 730 Million
Households By 2020, Up 104% From 2009 Levels

20% of households in these countries are middle class. By 2020, this could
increase to 36% and the impact on food consumption will be large

Selected developing countries with fast growing “middie class”
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