Unit 40, 2A Herbert Street St Leonards NSWY 2065

PO Box 371 Ariarmon NSW 1570
Telephone: {02) 9431 5000 Facsimie: (02) 8437 9068
Emal: members@ava,com.ad Websiie: www.ava.com.au

February 25, 2008

Mr Geoff Lindon

Program Manager, Animal Health and Welfare
Australian Wool Innovation Limited

Level 30, 580 George St

Sydney NSW 2001

Dear Geoff

RE: AVA REPORT ON PROGRESS OF AWIR&D ON MULESING
ALTERNATIVES AGAINST WOOL INDUSTRY COMMITMENTS TO
INTERNATIONAL RETAILERS

On the 31% January 2008, AVA representatives Drs David Hucker and Peter Mansell met

with representative of Australian Wool Innovation Limited (AWI) to conduct the quarterly

review of progress against R&D milestone commitments made to overseas retailers utilizing
- Australian wool.

The report detailing their findings is attached. If you require further details or clarification of
any points raised please do no hesitate fo contact me.

Yours sincerely,

N

Dr Diane Sheehan
National President
Ce Mr Les Targ Mr Don Hamblin
Deputy CEO President
Australian Wool Innovation : WoolProducers
Level 30, 580 George St PO Box E10
SYDNEY NSW 2000 KINGSTON ACT 2604
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JANUARY 2008 REPORT BY AVA REPRESENTATIVES ON PROGRESS OF
AUSTRALIAN WOOL INNOVATION (AWI) R&D ON MULESING
ALTERNATIVES AGAINST WOOL INDUSTRY COMMITMENTS TO
INTERNATIONAL RETAILERS

Scope of Review:

To provide an independent assessment of the AWI research program commitments 1o
overseas retailers of clothing incorporating Australian wool.

Approach:

A desktop review of the AWI research program on mulesing alternatives was
undertaken at the Sydney offices of AWT on the 3 1% January 2008. This review was
conducted as part of the commitment to retailers of apparel and other clothing products
containing Australian wool. Various reports and other documents relating to the
program were presented, examined and considered in the context of the projected
program progress.

Following the examination of the documents, this report was prepared by the AVA
representatives Drs David Hucker and Peter Mansell.

Findings:

The research program continues to progress well against commitments made by AWL
Details of the findings against the elements of the program and projected timeframes
previously presented to retailers are provided in “Interim Milestones - Attachment A”.
As previously, the completed programs from the time line section of the document are
now attached fo the end of this document under the heading “Completed Milestones —
Attachment B”.

As noted in earlier reviews, an important feature of this R&D program is that various
prospective solutions continue to be explored in parallel. As previously reported, the
project has concentrated on one company 10 develop the bloodless skin wrinkle removal
technology (clips). Due to a failure of the animal welfare assessment, AW has halted
development of the Cetrimide based intradermal treatment but is continuing to work
with a private company developing its own intradermal treatment.

The development of the clips is progressing well and the first results of the broad scale
commercial trials conducted on producer’s properties are indicating satisfactory
performance. Some producers who have trialled the clips on their properties have been
impressed with the results and have reported that they feel confident that they could
cease mulesing and adopt clips as the principal means of preventing breech strike.

Importantly, recent research on the animal welfare implications of the application of the clips has
demonstrated that the behavioural changes seen in lambs immediately post application is a
transitory phenomenon and has been shown not to be associated with any long term pain
indicators. In addition weight gains of lambs treated with clips have been close to those of
untreated control lambs and well above the weight gains of surgically mulesed lambs.
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The lambs born in 2006 in the long term breeding trial have been assessed for breech-strike
resistance traits and these will be supplemented with measurement of production traits in late 2007.
Detailed results have been published in the Nov/Dec newsletters of each site. Interim results
indicate that the selection criteria based on the scoring system previously developed (December
2005), and updated since, are leading to marked differences in susceptibility to breech strike
between the intensively selected lines and the control lines

Use of the post mulesing pain and haemorrhage control increased during 2007, and there is now
significant awareness and concern by producers and contractors of animal welfare issues relating to
mulesing. The company marketing the product increased its efforts to make producers aware of the
benefits of pain control during 2007. In the October report, we made mention of four other projects
previously not included in these reports. These programs, while not directly involving mulesing or
its alternatives, do relate to fly control which may have some effect on the requirement for these
procedures. A brief update where available on these projects occurs in bold type

1. Insect Growth Regulator Resistance
Project completed
2. Integrated Pest Management Systems

This project has involved 23 demonstration farms and has used consultants to
provide best practice advice on animal health and production issues including
management of flystrike.

An MVSc thesis which studied the ecology of blowfly larvae in soil has been
submitted. Two PhD studies which surveyed the socio econemic practices of fly
control and the ecology of Haemonchus have been completed.

3. Fungal Biopesticide
A fungus has been identified that has some effect on the control of lice but also has

some effect on flies although not at the maggot stage. A product development is
being planned

Work is continuing to establish the dose required but at this point no clear dose
response has been established.

4. Blowfly Genomics
Research into mapping the blowfly genome is now almost complete. This
information may allow a renewed emphasis on controlling the sheep blowfly in the
future. Fly genome has now been mapped as well as it can be.

Conclusions:

We believe that the progress made so far on the bloodless skin wrinkle removal (clips) continues to
indicate that it will be a viable alternative to mulesing before the projected deadline of 2010 for the
phasing out of mulesing. Although the intradermal agent has not progressed to the commercial
stage at this point, it still remains an option to develop. The projects concerning the breeding of
sheep that are less susceptible to breech strike have produced some very encouraging interim
results and the mapping of the blowfly genome may provide a base for future research on fly
control.

AW! RandD Review 01_08.doc{November 2007)
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As stated previously, it is noted that delivery of commercially available products in a timely way
will require continuing industry commitment to this R&D program and commitment on the part of
commercial partners to make the mulesing alternatives commercially available to wool producers.

AWI RandD Review 01_08.doc{November 2007)
Page 3
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