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1.  Executive Summary

1.1 Review Scope and Objectives

The Sugar Industry Infrastructure Projects include projects funded under the Sugar Industry Infrastructure Program (SIIP) and the NSW Sugar Export Program. They were designed to enhance the economic performance of the sugar industry by providing funding for infrastructure projects in order to promote investment and growth or, in the case of the Bulk Storage and Ship Loading Facility at Fisherman Islands, a better export focus for the NSW sugar industry. 

The objectives of this review were to assess:

· the effectiveness of the Sugar Industry Infrastructure Projects funded or part  funded by the Commonwealth from a policy perspective; and

· the efficiency and effectiveness of the overall management of these projects.

Specifically, the review examined:

· the performance of a sample (50%) of Sugar Industry Infrastructure Projects in meeting their objectives and their contribution to the achievement of outcomes specified in their Implementation Agreements;

· how these projects have facilitated the achievement of overall program objectives;

· the efficiency and effectiveness of the environmental assessment process; and

· the performance of the Field Crops Branch in AFFA in the administration of the program as a whole.

1.2 Key Results

1.2.1 State of the Sugar Industry

The Australian sugar industry produces raw and refined sugar from sugarcane. Approximately 85% of raw sugar produced in Australia is exported, so the viability of the industry depends largely on the conditions prevailing in the world market for sugar. The remaining 15% of raw sugar production is refined for domestic consumption and export. 

Australia is unusual among sugar producing countries in exporting the majority of its sugar production. While Australia produces only 4% of world sugar supply, it exports approximately 12% of the sugar traded worldwide. Most of the sugar produced in NSW goes to the domestic market, whereas 80-85 per cent of the Queensland crop is exported.

Trends in Australian sugar production over the period 1953-2001 are shown in Figure 1 below, with the production (tonnes cane), area harvested (hectares) and productivity (tonnes sugar per hectare) presented as three-year means. These data indicate that increases in production since 1970 were mainly due to increased area. Productivity levelled out in the period 1970-1991, but increased between 1992 and 1997. 

The data also show a substantial increase in the area under cultivation since the introduction of the Sugar Industry Infrastructure Projects, and a sizable, if fluctuating, increase in sugar production. Australian production of sugar in 2000-01 was 4.14 million tonnes, compared with 5.48 million tonnes in 1999-00. Production is expected to rise in 2001-02 by approximately 12% to 4.66 million tonnes, still well below the record crop of 5.60 million tonnes in 1997-98.

[image: image1.png]FIGURE 1: Trends in Australian Sugar Production (1953 - 2001)
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Source: Sugar Research and Development Corporation, www.srdc.gov.au

Contribution of the Sugar Industry Infrastructure Projects

It is difficult to isolate the specific contribution that the Sugar Industry Infrastructure Projects have made to the Australian sugar industry. There are several reasons for this, including:

· the volatility in the industry, including low world sugar prices
;

· adverse weather conditions, an outbreak of orange rust, and damage from canegrubs and rats;

· the paucity of comprehensive data on the performance of individual projects; and

· delays in completing several projects.

Nevertheless, it is reasonable to assume that the Queensland projects especially have contributed to the significant increases in area under cultivation and yields. In that State, most of the projects had a focus on irrigation or water management, noting that reliable rainfall (or stored water for irrigation) is vital to productive, profitable cane growing. Sugarcane is Queensland’s largest user of irrigation water, accounting for 45-55% of total crop irrigation usage, and 60-65% of total production comes from irrigated land. 

In particular, the Eli Creek Effluent Irrigation project reported marked increases (of between 40-45%) in cane and sugar production, and income, for irrigated farms as compared with dryland farms. This project is also notable because it has been replicated in a number of other regions in Queensland.  In 1997, the project won the National Award for World Heritage Protection for its role in protecting the World Heritage waters off Fraser Island.  In the same year it also won the National Award for Innovation in Local Government.

The Southern Cane Railway project, which involved the construction of a mainline cane railway link to cane land at Camila with the Plane Creek Mill at Sarina, also reported significant increases in cane production and new ground brought into cane production, in line with or exceeding their targets.

In NSW, the Co-generation Facility at Broadwater recycles the fibre from sugar cane (bagasse) to provide an environmentally friendly or ‘green’ power source for the operation of the three raw sugar mills owned by the NSW Sugar Millers Co-operative. Changes in electricity marketing arrangements and the emergence of a ‘green’ premium for electrical energy derived from renewable resources presented the opportunity for the mills to increase their fuel efficiency and to generate a surplus of electrical energy by establishing a high voltage, high capacity connection to the State electricity transmission grid. The value of the sale of surplus energy was $723,788 in 2000-2001. This represents not only an addition to grower incomes, but also an important contribution to the environment with consumers able to purchase “Green Power” with an assurance that it is generated from renewable fuel sources.  
The Bulk Storage and Ship Loading Facility at Fisherman Islands has provided the NSW sugar industry with an export facility, plus very low storage and handling charges.  Unfortunately, since the Facility came into operation there have been two significant crop failures in a row, and there has therefore been very little excess sugar available for export. To date, there has only been one export shipment from the Facility, generating savings of $190,000 in total over previous charges.

Taken together, the three NSW projects (including the construction of the Broadwater Bridge, which was not reviewed in detail) have broadened the industry base in that State, with the risks now spread over the domestic, export and renewable energy markets.

Overall, it appears that the Sugar Industry Infrastructure Projects have not only delivered the tangible benefits described above, but have also helped position the sugar industry for the future.

1.2.2 Additional Benefits

In addition to project-specific results noted above, the Sugar Industry Infrastructure Projects in Queensland produced a number of other benefits, including:

· bringing together sugar millers and growers for the first time to help best utilise industry assistance programs;

· increased cooperation and understanding between:

· Environment Australia (EA), the Environment Protection Agency (EPA) and the Queensland Department of Natural Resources and Mines (DNRM) in relation to the differing industry and environmental perspectives;

· EA and EPA; and

· DNRM and AFFA;

· pro-active problem solving by DNRM & EPA, especially in relation to environmental issues associated with the Southern Cane Railway and Eli Creek projects; and

· co-operative management arrangements that brought together all relevant parties to deliver assistance to the sugar industry.

1.2.3 Environmental Assessment Process

A number of the Queensland projects experienced significant delays or were reduced in scope as a result of the environmental assessment process. It appears that many project proponents did not realise the complexity of the environmental issues their projects raised and several projects were required to complete supplementary reports before meeting the environmental assessment requirements. 

The absence of an initial strategic environmental assessment of the areas in which projects were proposed also appears to have significantly contributed to the delays in completing assessments and getting projects off the ground.   

One of the difficulties encountered with the environmental assessment process was the strong expectation from industry that the projects that had been selected would proceed. It appears that some project proponents assumed that the environmental impact assessment process was a formality. A number of projects were staged and this also created an expectation that if the first stage passed the environmental assessment process it would be harder to reject the second stage.                                                                                                                                                           

The EPA produced high quality assessments and, together with DNRM, engaged in pro-active problem solving, especially in relation to environmental issues associated with the Southern Cane Railway and Eli Creek projects. The environmental assessment process resulted in increased cooperation and understanding between EA/EPA/DNRM in relation to the differing industry and environmental perspectives, and between EA/EPA.

1.2.4 AFFA’s Management Processes

AFFA developed effective working relationships with the relevant State agencies and maintained good continuity of key staff. The management and reporting framework put in place contained elements of better practice (eg. linking of grant payments to the achievement of milestones, with final payments linked to the completion of projects). However, there is room to strengthen the arrangements with the States for identifying, reporting and verifying project outcomes. In this context, we note that at the time of implementation of the Sugar Industry Infrastructure Projects, the framework for setting, monitoring and evaluating outputs and outcomes was not as developed is it is today. 

1.3 Recommended Better Practice Principles

A number of key principles for consideration in structuring future industry assistance programs emerged from our review of the Sugar Industry Infrastructure Projects. We recommend that the Department consider incorporating the following principles in the design of future industry assistance programs.

1. AFFA should identify, as part of the initial planning process, whether there may be a need to involve Environment Australia in the development of industry assistance initiatives.

2. In designing industry assistance programs that are likely to have an impact on the environment, AFFA should include a requirement for an up-front strategic environmental impact assessment of the geographic area(s) potentially covered by the program. One holistic environmental impact assessment of each project should be undertaken.


3. For each new industry assistance initiative, AFFA should design the evaluation strategy on program commencement, so that relevant and comprehensive performance information can be collected along the way, at both the project and program levels.  Where State/Territory Governments are involved in the implementation of such initiatives, it should be a requirement of agreements that the performance information required for both ongoing monitoring and overall evaluation purposes is to be provided to AFFA. In particular, information relating to outcomes should follow the SMART principle, ie. that it is:

· specific;

· measurable; 

· achievable;

· relevant; and

· time-limited.

4. AFFA should consider including a requirement for environmental outcomes to be measured and reported, in addition to industry-related outcomes.

5. AFFA, together with the relevant State departments, should take a more active approach to reviewing and following up project reports, to ensure that they are timely and contain sufficient, relevant and accurate information on the achievement of milestones and outcomes. AFFA should also consider the costs and benefits of requiring outcomes data to be independently verified.

1.4 A Note on Terminology

During the course of the Program the names of the various government agencies changed.  To avoid confusion we have used the current names throughout this report.

2.  Background

2.1 Australian Sugar Industry

Sugar is Australia’s second largest export crop and Queensland’s largest rural commodity.  Raw sugar is produced from sugar cane in three Australian states: approximately 94.2% is produced in Queensland, 5.1% in NSW and 0.7% in Western Australia.

The main sugar growing regions are depicted in the map below.
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Source: Sugar Research Institute website: www.sri.org.au
The sugarcane industry underpins the economic stability of many coastal towns and cities along 2100 km of coastline between Mossman in Far North Queensland and Grafton in Northern New South Wales. A small quantity of sugar is produced in Western Australia’s Ord River region.
Approximately 85% of raw sugar produced in Australia is exported, so the viability of the industry depends largely on the conditions prevailing in the world market.  The remaining 15% of raw sugar production is refined for domestic consumption and export.

2.2 Origins of the Sugar Industry Infrastructure Projects

In April 1992 the Minister for Primary Industries and Energy established the Sugar Industry Task Force.  Under its terms of reference the Task Force was required to advise the Minister on:

· impediments to sustainable growth, investment and competitiveness at all levels of the Australian sugar industry, including growing, milling, refining and manufacturing;

· the means for overcoming those impediments so as to develop a growth strategy for industry, including increased emphasis on value adding and the potential for refined sugar exports; and

· the appropriateness of future Government support for the sugar industry including tariff arrangements.

In February 1993 the Federal Government approved a package of incentives, based on the recommendations contained in the Sugar Industry Task Force Report, designed to ensure the future growth of the Australian sugar industry.  Amongst these incentives was the commitment of government funding of $40 million over four years to support infrastructure projects associated with the further development of the Queensland sugar industry.  This involved a Commonwealth contribution of $20 million, matched by the Queensland Government.  This later became known as the Sugar Industry Infrastructure Program (SIIP).  The Commonwealth later changed its contribution to $19 million, with the remaining $1 million directed to a similar program for the NSW sugar industry.

The objective of the Program was to enhance the economic performance of the sugar industry by providing funding for infrastructure projects in order to promote investment and growth.  The Program was designed to provide increased water availability, and management and provision of cane transport infrastructure.

In March 1997, the Prime Minister announced that the Federal Government would provide $1 million to assist the NSW sugar industry develop a better export focus in light of reduced returns on the domestic market emanating from the removal of the sugar import tariff.  The program became known as the NSW Sugar Export Program.  The NSW Government did not match the Commonwealth funding.

At the same time, the Government established the Sugar Task Force (as distinct from the Sugar Industry Task Force established in 1992) to look at a number of issues emanating from the 1996 Sugar Industry Review, including how best to utilise the funding for the NSW Sugar Export Program.  This Task Force was comprised of Federal Backbenchers and it provided a confidential report to the then Minister for Primary Industries and Energy. 

Total Government funding allocated to the Sugar Industry Infrastructure Projects (encompassing both the Queensland and NSW components of SIIP and the NSW Sugar Export Program) was $41 million, the Commonwealth contribution being $21 million.  A total of 14 projects were approved for funding.  These were:

· Russell-Mulgrave Water Management (Queensland SIIP);

· Murray Valley Infrastructure/Riversdale Water Management (Queensland SIIP);

· Herbert Water Management (Queensland SIIP);

· Klondyke-Lilliesmere Irrigation (Queensland SIIP);

· Sandy Creek Irrigation (Queensland SIIP);

· Teemburra Dam (Queensland SIIP);

· Small Weirs Irrigation (Queensland SIIP);

· Southern Cane Railway (Queensland SIIP);

· Walla Weir Irrigation (Queensland SIIP);

· Avondale Irrigation (Queensland SIIP);

· Eli Creek Effluent Irrigation (Queensland SIIP);

· Co-generation Facility at Broadwater (NSW SIIP);

· Broadwater Bridge (NSW SIIP); and

· Bulk Storage and Ship Loading Facility at Fisherman Islands (NSW Sugar Export Program).

Scope and Approach

2.3 Objectives

The objectives of the review were to assess:

1. the effectiveness of the sugar industry infrastructure projects funded or part funded by the Commonwealth from a policy perspective; and

2. the efficiency and effectiveness of the overall management of these projects.

2.4 Scope

Specifically, the review assessed:

· the performance of a sample (50%) of Sugar Industry Infrastructure Projects in meeting their objectives and their contribution to the achievement of outcomes specified in their Implementation Agreements;

· how these projects have facilitated the achievement of overall program objectives;

· the efficiency and effectiveness of the environmental assessment process; and

· the performance of the Field Crops Branch in AFFA in the administration of the program as a whole.

In cases where projects were incomplete, or had not been operational for a period long enough to make a meaningful assessment, we have provided comments in relation to the status of the project and issues that have impacted on completion of the project in a timely manner.

2.5 Approach

Our review process included:

· discussions with major stakeholders to gain a deeper understanding of the program (AFFA, Queensland Department of Natural Resources and Mines, NSW Department of State and Regional Development; Queensland Environmental Protection Agency, Environment Australia, Canegrowers, Australian Sugar Milling Council Pty Ltd, and NSW Sugar Milling Co-operative Ltd);

· review of key documents;

· review of selected projects  to assess the extent to which they have contributed to meeting the overall objectives of the program;

· assessment of compliance with accountability requirements as set out in deeds of grant with the Commonwealth;

· review of the program’s administrative arrangements to assess economy, efficiency and effectiveness;

· overall assessment of the performance of the Sugar Industry Infrastructure Projects in meeting the program’s overall aims and objectives; and

· identification of lessons learned and development of recommendations for the future management of similar industry assistance programs.

2.6 Project Sample

In order to gain an understanding of the extent to which the SIIP projects contributed to meeting the overall objectives of the Program, 7 projects were reviewed in detail.  The sample of projects selected is illustrated in Table 1 below.  The sample was selected to include:

· 5 projects from Queensland and 2 projects from NSW;

· a mix of completed and incomplete projects; and

· a mix of irrigation, drainage and rail projects.

Table 1: Project Sample
Funding Category
Project Title
Project Sponsors
Actual Commonwealth Funding $

QLD SIIP
Teemburra Dam
Executive Director, Rural and Resource Development, Queensland Department of Primary Industries
5,290,000

QLD SIIP
Southern Cane Railway
· CANEGROWERS Plane Creek

· Plane Creek Central Mill Company Pty Ltd
2,500,000

QLD SIIP
Small Weirs Irrigation
Geeberga: LS, BS and AR McGill, and WM and J Sommerfield.

Narpi: RE Ellwood, JA and HM Melville, and PP and NJ Muscat
45,033

QLD SIIP
Eli Creek Effluent Irrigation
· Dundowran/ Nikenbah Water Supply Area and Water Board

· Hervey Bay City Council
774,000

QLD SIIP
Murray Valley Infrastructure/ Riversdale Water Management
Tully Sugar Limited and Canegrowers Tully
2,662,963

NSW SIIP
Co-generation Facility at Broadwater
NSW Sugar Milling Co-operative Limited
659,389

NSW Sugar Export Program
Bulk Storage and Ship Loading Facility at Fisherman Islands
NSW Sugar Milling Co-operative Limited
1,000,000

Total Commonwealth Funding for Sample Projects
12,931,385

Total Commonwealth Funding (QLD SIIP $19 million, NSW SIIP $1 million, NSW Sugar Export Program $1 million)
21,000,000

Funding for Sample Projects as a Percentage of Total
61.58%

Program Management

2.7 Grant Administration

The Field Crops Branch in AFFA is responsible for administration, at the Commonwealth level, of the Sugar Industry Infrastructure Projects. This includes the negotiation of Commonwealth/State Agreements, the provision of funding to the relevant State Government Departments and general monitoring and oversight of the projects. The review team noted that AFFA developed effective working relationships with the relevant State agencies and maintained good continuity of key staff. 

The Queensland SIIP was administered by the Department of Natural Resources and Mines (DNRM).  The NSW Department of State and Regional Development (DSRD) administered both the NSW SIIP and the NSW Sugar Export Program. Commonwealth funding for the Programs was paid to the respective State Departments for disbursement to grant recipients.

According to the Agreements between the Commonwealth and the States, the States were to ensure the individual projects were undertaken pursuant to their Implementation Agreements and in accordance with the States’ financial accounting requirements and in conformity with sound technical, environmental, financial, social and economic practices. The States were required to provide full and clear accounting and auditing of grant funding.  They were also required to provide the Commonwealth with copies of Implementation Agreements for all projects and at least annual progress reports.

2.8 Queensland Arrangements

In Queensland, a formal grant approval process was established to allocate SIIP funds.  A Review Committee, an Environmental Working Group and Local Management Groups were formed to help manage the Program.

2.8.1 Grant Approval Process

In July 1993, the Queensland and Commonwealth Governments released the project selection criteria and administrative arrangements for SIIP.  Project sponsors (millers and growers) were invited to submit projects for funding under the package.  A review panel comprised of sugar industry and Government representatives was formed to evaluate proposed projects and make recommendations to the Commonwealth and Queensland Governments.

Thirty-nine projects were presented for consideration.  The proposals covered a wide range of projects with an emphasis on the areas of irrigation, water management and cane transportation.  In selecting projects, the review panel was required to review each project in relation to the selection criteria.  They were required to pay particular attention to a project’s likely economic viability and ecological sustainability.  The review panel submitted its report in October 1993.  They recommended 12 projects for funding (two of these projects were subsequently joined into one).  The Commonwealth and Queensland Ministers approved all of these projects.

Comprehensive planning for some projects had commenced prior to the announcement of SIIP funding.  Generally these projects had relatively few problems associated with the environmental assessment process and were quickly completed.

2.8.2 Environmental Assessment Process

All SIIP projects were subject to an environmental assessment process. This process is illustrated in Appendix 1.  The Review Committee classified each project in one of three categories for environmental assessment.  Definitions of each category and their related SIIP projects are illustrated in Table 2 below.

Table 2 – Categories for Environmental Assessments


Definition
SIIP Projects in Category

Category 1
Project will have a major impact on the environment.  Requires a full impact assessment under the EPIP Act and full public review.  EPA and EA to provide a full assessment report.

* These projects were initially identified as Category 2 projects, however they were subjected to a Category 1 review as they were both placed on public review.
· Teemburra Dam

· Walla Weir

· Murray Valley Infrastructure/ Riversdale Water Management *

· Herbert Water Management*

Category 2
Project will have a significant impact on the environment.  Requires a full impact assessment under the EPIP Act but no public review (some projects in this category still had public meetings).  EPA and EA to provide a full assessment report.
· Russell/ Mulgrave

· Southern Cane Railway

· Eli Creek

Category 3
Project will have a minor impact on the environment.  Requires an Environmental Management Plan and a small impact study.  Does not require an impact assessment under the EPIP Act.  EPA to provide an assessment report.
· Small Weirs

· Avondale Irrigation

· Klondyke- Lilliesmere

· Sandy Creek

As discussed in Section 5 of this report, a number of the Queensland projects experienced significant delays or were reduced in scope as a result of the environmental assessment process. Projects funded under SIIP were the first projects in Queensland that were required to have environmental impact assessments; the review team was advised by the EPA that prior to this time a laissez faire approach had operated.

It appears that many project proponents did not realise the complexity of the environmental issues their projects raised and several projects were required to complete supplementary reports before meeting the environmental assessment requirements. 

The absence of an initial strategic environmental assessment of the areas in which projects were proposed also appears to have significantly contributed to the delays in completing assessments and getting projects off the ground.  For example, the three projects located in Far North Queensland - the Russell/Mulgrave, Rivesdale/Murray and Herbert projects – have proven to be very significant environmentally (because of their potential impact on the Great Barrier Reef, Mahogany Sugar Glider habitat or fish habitats) and have experienced lengthy delays. The review team notes that, because of the piecemeal approach adopted, these three projects were identified as requiring Category 2 assessment, but we were informed by EA that an upfront strategic assessment would have identified them as Category 1. 

One of the difficulties encountered with the environmental assessment process was the strong expectation from industry that the projects that had been selected would proceed. It appears that some project proponents assumed that the environmental impact assessment process was a formality. A number of projects were staged and this also created an expectation that if the first stage passed the environmental assessment process it would be harder to reject the second stage.  In Section 6 we have made a number of recommendations directed to improving the environmental assessment process for future industry assistance initiatives.

The review team notes that the EPA produced high quality environmental assessments and, together with DNRM, engaged in pro-active problem solving, especially in relation to environmental issues associated with the Southern Cane Railway and Eli Creek projects. The environmental assessment process resulted in increased cooperation and understanding between EA/EPA/DNRM in relation to the differing industry and environmental perspectives, and between EA/EPA.

2.8.3 Role of the Review Committee

The role of the Review Committee was to oversee the implementation of SIIP and the achievement of its objectives.  The Review Committee’s terms of reference were to:

· ensure environmental and planning issues were dealt with adequately;

· negotiate the financial agreements relevant to each project;

· approve any variations to projects which may be needed during the course of the execution of projects;

· ensure that project sponsors and other relevant parties met their agreed financial, and other, obligations;

· ensure that satisfactory arrangements existed to provide for the ongoing maintenance and operation of projects; and

· finalise and oversee the operation of the Agreement between the State and Commonwealth and other Departmental arrangements.

Membership of the Review Committee consisted of one representative from each of the following organisations:

· Queensland Department of Primary Industries (now the Department of Natural Resources and Mines (DNRM)) – chair;

· Australian Sugar Milling Council Pty Ltd;

· Canegrowers;

· Australian Canefarmers Association;

· Commonwealth Department of Primary Industries and Energy (now the Department of Agriculture, Fisheries and Forestry – Australia (AFFA));

· Commonwealth Environment Protection Agency (now Environment Australia (EA));

· Queensland Department of Environment and Heritage (now the Environment Protection Agency (EPA));

· Queensland Department of Local Government and Planning; and

· Queensland Treasury.

At the start of the Program the Review Committee met on a monthly basis.  Later in the Program it was only necessary for the Committee to meet on an as needs basis and this was usually via telephone and written correspondence.  Feedback from Canegrowers, the Australian Sugar Milling Council, DNRM, AFFA, EA and EPA indicates that the Review Committee worked very well.

2.8.4 Role of the Environmental Working Group

All category 1 and 2 projects were subject to an environmental assessment process under the Environment Protection (Impact of Proposals) Act 1974 (EPIP Act).

The role of the Environmental Working Group was to oversee the environmental and planning approval process.  Their terms of reference were to:

· ensure that the environmental and planning issues were dealt with adequately;

· prepare Terms of Reference/ Elements for all successful projects;

· review Environmental Assessments, Environmental Management Plans and environmental studies of all projects prior to finalisation and acceptance by DNRM/ AFFA;

· review the terms and conditions of Implementation Agreements between the State and grantees; and

· recommend any variation to projects as a result of the environmental assessment and planning process.

Membership of the Environmental Working Group consisted of representatives from each of the following organisations:

· EA – 1 representative;

· AFFA – 2 representatives;

· DNRM – 3 representatives;

· EPA – 1 representative;

· Queensland Department of Local Government and Planning – 1 representative;

· Australian Sugar Milling Council Pty Ltd – 1 representative; and

· Canegrowers – 1 representative.

As with the Review Committee, the Environmental Working Group initially met on a monthly basis and later on a needs basis.  Similarly, feedback from Canegrowers, the Australian Sugar Milling Council, DNRM, AFFA, EA and EPA indicates that the Environmental Working Group worked very well.

2.8.5 Role of the Local Management Groups

Each project was required to establish a Local Management Group.  The Local Management Group was to represent all users, local interest groups, DNRM, EPA, local conservation groups, local land care/ catchment management groups, local government and other industries that may have been affected by the project.  The terms of reference for the Local Management Groups were to:

· discuss and provide comments to the project sponsors on the draft terms of reference for the project;

· identify and comment on particular issues of concern to individual group members and the community in respect of the project, and if in agreement recommend changes to the draft terms of reference;

· oversee the environmental studies and development of the Environmental Management Plan for the project based on the final terms of reference; and

· review the draft and final environmental Impact Assessment Study and Environmental Management Plan prepared for the project.

Under the EPIP Act, the impact on the environment as a whole was assessed.  SIIP was the first time the sugar industry was required to perform environmental assessments.  Some projects had not anticipated the extent of the impact of their project on the environment.  In addition, some projects did not understand that minimization of the project’s impact on the environment and adherence to recommendations from EPA and EA was a condition of their receipt of funding.  These two factors contributed significantly to the length of the environmental assessment process for some projects.  As a result some projects were required to prepare multiple supplementary reports.

In 1999 the Environment Protection and Biodiversity Conservation Act 1999 (EPBC Act) replaced the EPIP Act and other environmental legislation.  The 16th July 2002 is the cut off date for the EPBC Act.  Any SIIP projects that have not completed their environmental assessment process under the EPIP Act by that date will need to be re-assessed under the EPBC Act.

2.8.6 Extensions to the Queensland Agreement

The original SIIP Agreement between the Commonwealth and Queensland was due to expire in 1997.  Since then the Agreement has been rolled over annually as Implementation Agreements for all projects had not been signed and consequently not all funding expended.  At the time of our review, Implementation Agreements for Phase 2 of the Riversdale/ Murray project, one component of the Russell Mulgrave project and the Herbert project were still outstanding.  An additional $46,000 (from uncommitted Program funds) was approved for extensions to Eli Creek.  These extensions were expected to be completed in November 2001.  Of the projects in our sample, only Phase 2 of the Riversdale/ Murray project had not been completed.  

The main reasons for projects being delayed were:

· lengthy environmental assessment processes (this was largely due to unanticipated environmental impacts of projects by project sponsors, particularly projects close to the Great Barrier Reef and Mahogany Glider habitat and misunderstandings as to action required as a result of EPA/EA recommendations); and

· difficulties for some projects getting all landowners/ project sponsors to agree to the project.

Overall management

DNRM conducted regular audits of expenditure and ensured that progress reports were forwarded to AFFA, including additional progress reports when significant events occurred. The continuity of staff in DNRM and EPA facilitated good management.
2.9 NSW Arrangements

The administrative arrangements for NSW sugar industry infrastructure projects were substantially different from those implemented in Queensland.  This reflects their very different history.

In October 1994, the NSW and Commonwealth Governments signed an agreement for the provision of funds under the NSW SIIP.  This agreement contained selection criteria that were based on those agreed for the Queensland SIIP.  The delay in reaching an agreement was due to a number of factors, including the fact that, unlike Queensland, NSW agreement to matching funding was not obtained before the announcement of the program.  

The NSW Department of State and Regional Development was responsible for administering the agreement.  In NSW, all canegrowers are shareholders in the NSW Sugar Milling Co-operative Ltd, which owns the State’s three sugar mills.  This single body, therefore, represents the industry’s interests and was the sole sponsor of sugar industry infrastructure projects in NSW.   

2.9.1 NSW SIIP – Grant Approval Process

The agreed process for grant approvals was that the two Governments, in consultation with the NSW sugar industry, would assess how well each project proposal met the selection criteria, with input from relevant planning and environmental agencies.  The then Department of Primary Industries and Energy was to consider whether any proposed projects needed to be referred for examination under the Commonwealth Government’s environmental impact assessment legislation.  The two Governments were to jointly decide which projects should be funded, any conditions or modifications to them and the extent to which the projects were to be funded.

At the time the agreement between the Commonwealth and NSW Governments was signed, there was an expectation that the funding would be used to deepen the mouth of the Clarence River to allow for the entry of larger ships to the Port of Yamba and to dredge the Clarence up to the Harwood sugar mill and refinery.  This project had been identified in the 1993 Sugar Industry Task Force Report and had both the support of the NSW sugar industry and the NSW Government.  

From the outset, the Commonwealth had made clear that it would need to see a detailed description of the Yamba project, including information on the full cost, funding details including commitments from industry and other sources, economic evaluation of benefits versus costs, and environmental information before the Commonwealth could make a decision on this particular project.  The NSW Sugar Milling Co-operative subsequently submitted a proposal for Port Access Improvement for the Port of Yamba.  On 14 February 1995, the then Minister for Primary Industries and Energy announced conditional approval for $1 million of Commonwealth funding for this project.  This funding was conditional on all environmental and planning approvals being obtained and industry being able to meet its agreed capital contribution requirements.

Ultimately, the Port of Yamba project did not proceed due to a Native Title claim.  However, the Commonwealth did provide $90,610.58 of SIIP funding for costs associated with pursuing this project.  

The NSW Sugar Milling Co-operative subsequently put forward another two proposals, to be financed from the remaining SIIP funds.  The first proposal was for a high voltage connection and export of renewable energy to the State electricity grid from Broadwater Sugar Mill (referred to as the co-generation facility), while the second involved the construction of a bridge over the Richmond River at Broadwater.  Both projects were strongly endorsed by the NSW Minister for Regional Development.  They were, however, completed or near completion, at the time they were approved for SIIP funding. 

A new Commonwealth/State Agreement was signed in April 2000, as the previous agreement, which had been extended to 30 June 1998, had expired.  It included new program conditions to cover all sectors of the industry, and provided scope for funding existing or semi-completed projects.  It was a condition of the new Agreement that Implementation Agreements for the projects were signed by 30 June 2000.  These Implementation Agreements were signed in May 2000.

In approving the co-generation facility and Broadwater bridge projects, the Minster for Agriculture, Fisheries and Forestry noted that it would have been preferable to call for new project proposals to ensure that the grant funding further develops the industry by being allocated to work that otherwise would not have occurred.  However, in recognition of the considerable pressures on the NSW industry at that time because of depressed sugar prices, he was willing to support the existing projects.  

The Minister made it a condition of funding that industry undertake, within a reasonable period of time, further sugar infrastructure development to a value at least equivalent to the value of the grant funding. The NSW Sugar Milling Cooperative has subsequently reported that the industry has undertaken further sugar infrastructure developments to a value exceeding the grant funding provided under the Implementation Agreement, although no evidence to support this claim has been provided. This issue is further discussed in Sections 5.1.6 and 5.3.

Environment Australia advised AFFA that it believed the two projects would have minimal environmental impact and therefore formal assessment under the provisions of the Commonwealth Environment Protection (Impact of Proposals) Act 1994 was not required.

2.9.2 NSW Sugar Export Program

In March 1997, the Government established a Sugar Task Force, comprised of Federal Backbenchers, to examine a number of issues emanating from the 1996 Sugar Industry Review, including how best to utilise the funding for the NSW Sugar Export Program.  The Task Force identified expansion to the Bulk Storage and Handling Facility at Fisherman Islands near Brisbane as the best means of assisting the NSW sugar industry to develop a better export focus.  Both the NSW industry and the NSW Minister for State and Regional Development supported the Task Force’s view.  

The Minister for Agriculture, Fisheries and Forestry approved funding for the Fisherman Islands facility in February 1999.  The formal agreement between the Commonwealth and NSW Governments covering this arrangement was signed on 11 June 1999.  The Implementation Agreement between the NSW Government and the NSW Sugar Milling Co-operative was signed on 17 June 1999. 

This project was assessed as having minor potential environmental impacts and therefore did not need to be referred to Environment Australia under the Commonwealth Environment Protection (Impact of Proposals) Act 1994.

Program Performance

Within the timeframe and budget for the review it was not possible to collect new information relating to the performance of the Sugar Industry Infrastructure Projects.  We have therefore relied on existing data, which was supplied to AFFA by project sponsors, through the relevant state governments.  This data was not subject to independent verification or quality assurance.

The relevant data available for review included:

· progress reports on the achievement of milestones, and in some cases outputs and outcomes (as required under the terms and conditions of individual project Implementation Agreements); and

· progress reports from DNRM to AFFA (as required under terms and conditions of the Agreement between the Commonwealth and the State).

This was supplemented by information collected in discussions with EA, EPA, DNRM, the NSW Department of State and Regional Development, Canegrowers, the Australian Sugar Milling Council and the NSW Sugar Milling Co-operative.

2.10 Review of Selected Projects

As part of the review, we examined seven of the 14 Sugar Industry Infrastructure Projects in some detail.  These accounted for 62% of total Commonwealth funding for the Programs.

2.10.1 Teemburra Dam

Background

There were two phases to this project.  Phase 1 involved the construction of the Teemburra Dam and phase 2 involved the construction of associated irrigation works.  Only phase 1 of the project received SIIP funding and as a result phase 2 was not included as part of our review.  The objective of phase 1 was to provide additional urban, industrial and irrigation water supplies in the Pioneer Valley.

A feasibility study, including environmental studies, for this project had already been performed by DNRM prior to the announcement of the SIIP Program.  DNRM had already decided to manage and contribute funding to the project.

This was the first Category 1 project (that is, it was assessed as having a major impact on the environment and therefore required a full environmental impact assessment and full public review).  There were some initial concerns regarding the environmental impact of the road works associated with the dam, however these were resolved and the environmental assessment process was relatively smooth.  This was largely due to the significant involvement of DNRM in the project.  Significant environmental monitoring in the construction and operational stages of the project was a requirement from the EPA. The Teemburra Dam was completed in December 1996. All milestones outlined in the Implementation Agreement were met.

Results

The planned outcomes of the project outlined in the Implementation Agreement were:

· to increase the assured water supply in the Pioneer Valley by 12,000 megalitres per annum for urban and industrial use, and 29,150 megalitres per annum for irrigation use;

· to improve reliability of sugar cane production from growers currently without irrigation or growers utilising limited run of the river flows or groundwater;

· increased raw sugar exports and bagasse pulp production in excess of $51 million annually;

· industrial expansion in the Pioneer Valley; and

· satisfaction of urban needs of the Sarina and Mirani Shire Councils.

It has been difficult to measure the benefits of the project due to other factors in the industry such as low world sugar prices, wet weather, pests and diseases.  As outlined in the progress report dated August 2001, the only tangible outcome from the project so far is that the dam now provides greatly improved irrigation water supply to some 15,000 hectares of sugar cane land in the Pioneer Valley.

2.10.2 Southern Cane Railway

Background

The objective of this project was to construct a mainline cane railway to link cane land at Camila with the Plane Creek Mill at Sarina.  This involved the construction of 7 bridges, 140 culverts and 44 kilometres of tramway line.

Prior to the Southern Cane Railway project, the Plane Creek Mill area had been using roads and Queensland Rail to transport cane.  Road transport was expensive and due to excess travel on the Queensland Rail line, use of the line for transporting cane was restricted to certain times of the day.

A significant amount of planning and design work had already been done for the project prior to the announcement of the SIIP.  This helped the project and its environmental assessment process to run smoothly.  The project manager attended a Review Committee meeting to discuss comments on the project’s environmental impact assessment.  This helped the project sponsors to understand the environmental assessment process and what was required of the project to ensure its impact on the environment was minimised.

This project was the first SIIP project to be completed. All milestones outlined in the Implementation Agreement were achieved and the railway was opened on 8 November 1995.

Results

The planned outcomes of the project outlined in the Implementation Agreement were:

· 4,900 hectares of new ground brought into cane production in the Plane Creek Mill area over the period 1999 to 2003; and

· crop projections in the rail area to increase from 273,000 tonnes in 1994 to 620,000 tonnes in 2003.

At the end of 1999 the project sponsors reported the following outcomes:

· an increase in the crushing capacity of Plane Creek Mill from 430 tonnes per hour in 1994 to 520 tonnes per hour in 1999;

· 18,872 hectares of cane production in the Plane Creek Mill area in 1999, as compared to 15,971 hectares in 1994 (an increase of 3,901 hectares); and

· 687,542 tonnes of cane were produced in the Plane Creek Mill area in 1999.

The project sponsors also reported that the Southern Cane Railway had set industry standards for the transport of significant tonnages of cane over a long distance.

2.10.3 Small Weirs Irrigation

Background

The objective of this project was to provide an efficient and cost effective means of increasing the availability of irrigation water in the Mackay area unable to be serviced by the Teemburra Dam.  It was expected that the weirs would lead to reduced losses of cane in dry periods and provide stable cane yields.  The project was planned to include the construction of three small weirs at identified sites and additional weirs at locations to be identified up to a total expenditure of $400,000.  The three identified sites were Jolimont Creek and Royston Park, Palm Tree Creek at Geeberga and Jolimont Creek at Narpi.  The three weirs were to provide an additional 65 megalitres of storage to supplementary irrigate up to 300 hectares of existing sugar cane to reduce plant deaths and tiller losses in the period following the harvest.

The Implementation Agreements for the Geeberga and Narpi Weirs were signed on 30 November 1994.  The landowners at the proposed Royston Park Weir site decided not to proceed with that development after the detailed investigations were completed, due to the higher than anticipated cost of the development and the lower than anticipated projected yield.  The construction of Geeberga Weir was completed on 23 December 1994.

When work commenced on the Narpi Weir it became apparent that the selected site was unsuitable for the construction of the weir, as designed.  Further investigations were carried out to determine more suitable locations.  Two alternative options were proposed.  The option selected was to build 15 metres downstream from the original site, with a greater construction cost involved.  The construction of the Narpi Weir was completed on 3 November 1995.

Submissions for additional small weirs were sought and 5 proposals were submitted.  In June 1995 the Review Committee decided that the submissions for sites at Sandy Creek at Homebush and Alligator Creek at Wagoora were the preferred schemes, subject to confirmation of site suitability and construction costs.  The estimated cost of the two weirs was $250,000.

Due to the importance of Sandy Creek and Alligator Creek in providing support to recreational and commercial barramundi fisheries, it was recommended that fish passages be incorporated into both the Wagoora and Homebush Weirs.

DNRM, as part of the fish licensing process, raised concerns that the impoundment of the Homebush Weir would impact on a large group of melaleucas in the upper storage of the weir.  Concern was also expressed by downstream landholders over the weir’s effect on the low flow regime in Sandy Creek downstream of their weir site.  As a result, on 14 July 1998, the sponsors of the Homebush Weir withdrew their application for a license to authorise the weir and the project was discontinued.

On 5 April 2001 the project sponsors of the Wagoora Weir advised that they had elected not to proceed with the project.  While initial yield and cost estimates made the project look extremely attractive, escalating costs and reduced yield associated with the construction of an acceptable fish passage, and the possibility of additional costs and management conditions following construction, resulted in the project becoming unviable.

No submissions for additional weirs were sought.

Both the Geeberga and Narpi Weirs met the milestones outlined in their Implementation Agreements.  Geeberga Weir was completed in December 1995 and Narpi Weir was completed in November 1996.

Results

It is difficult to assess the results of this project as no specific targets were identified in the Implementation Agreement and no specific results have been reported.  The planned outcomes for each weir outlined in their Implementation Agreements were:

· increased sugar cane production;

· replanting benefits;

· an increase in grower income; and

· stabilisation of grower income.

According to progress reports, these outcomes were achieved for both weirs, however no details were provided.

2.10.4 Eli Creek Effluent Irrigation

Background

The objective of this project was to utilise treated sewage effluent from the Hervey Bay City Council’s sewage treatment plant at Eli Creek to primarily irrigate sugar cane land, nearby turf farms and two golf courses in the Dundowran/ Nikenbah Area.

There were some problems with the project’s environmental assessment.  The project sponsors were required to prepare a supplementary report to their environmental impact assessment.  DNRM and EPA were still unhappy with this report and decided to visit the project to discuss their requirements in detail.  This process worked very well, the project sponsors had a much greater understanding of the requirements and their second supplementary report was approved.

All milestones outlined in the Implementation Agreement were met.  Pumping of effluent water into the main 850 ML storage commenced in August 1997 and pumping water from the main storage to cane growers commenced in early December 1997.

Results

The planned outcome of the project as outlined in the Implementation Agreement was to aid in stabilising sugar cane production in the area through irrigation, which will lead to increased yields and reduce the susceptibility to drought.

From the commencement of the scheme in August 1997 until 1 July 2001, a total volume of 4,850 ML of treated sewage effluent was pumped to the 850 ML inland storage for irrigation of 7 sugar cane farms.  In July 2001 the project sponsors reported the following results, as illustrated in Table 3 below.

Table 3: Typical Production Improvement in Sugar Cane Wastewater Irrigation – Eli Creek, Hervey Bay

Farm Type
Tonnes of Cane/ Hectare
Tonnes of Sugar/ Hectare
Income/ Hectare $

Dryland Farm
60
8
2,800

Irrigated Farm
85
11.5
4,025

Improvement with Wastewater Irrigation
40%
45%
45%

This project was very successful and the review team was advised that the use of effluent water for the irrigation of cane land has subsequently been replicated in a number of other regions in Queensland.  In 1997 the project won the National Award for World Heritage Protection for its role in protecting the World Heritage waters off Fraser Island.  In the same year it also won the National Award for Innovation in Local Government.

2.10.5 Murray Valley Infrastructure/ Riversdale Water

Background

The objective of this project was to improve water management, mainly through drainage related works, and improve transport infrastructure, in parts of the Murray Valley and Riversdale area.  The project was split into two phases.  Phase 1 involved the construction and management of three cane railway extensions in the Murray Valley. Phase 2 involved design of a water management scheme to be implemented by a Water Management Board.  Phase 1 went well and extensions were completed in 1995, with all milestones in the Implementation Agreement having been met.  Phase 2 encountered a number of difficulties and at the time of our review an Implementation Agreement had not been signed.

There have been a number of reasons for the delays to phase 2 including:

· the extensive nature of the terms of reference;

· strict precautions on land clearing, habitat conservation and drainage control in the area; and

· the length of time taken to obtain agreement to the project from the landowners.

The environmental assessment process for phase 2 was particularly problematic.  The key environmental concerns in relation to phase 2 were related to adverse impact on:

· the Great Barrier Reef area through the further degradation of water quality flowing from cane lands;

· the nearby Wet Tropical Forests Area of North Queensland through inappropriate drainage or the disruption of existing wildlife corridors; and

· Mahogany Glider (an endangered species) habitat in the lower Murray area through land clearing associated with the project.

EPA and EA prepared a major report based on all the comments received regarding the IAS.  DNRM visited the project and brought all parties together to develop an EMP.  The project sponsors were requested to prepare a supplementary report addressing the comments and recommendations in relation to their IAS.  EA and EPA were not satisfied that the supplementary report had addressed the specific concerns and issues raised by them.  A second supplementary report was requested.  Eventually DNRM initiated a Project Management Agreement detailing the environmental issues to be addressed by the project.  This agreement was signed by all government agencies involved as well as the project sponsors.  Details from the Project Management Agreement have been incorporated in the Draft Implementation Agreement.

The project was approved in 2001, however the Implementation Agreement had not been signed at the time of the review due to a significant change in membership of the Riversdale Murray Valley Water Management Board.  At the time of writing this report it was expected the Implementation Agreement would be signed in late 2001 and construction would commence in early 2002.

Results

Expected benefits from phase 1 outlined in the Implementation Agreement were:

· Tully area growers would no longer contribute towards the cost of haulage of cane from their delivery points to the mill;

· rationalisation of the Murray Valley transport system;

· management savings for Tully Sugar Mill;

· reduced production costs for cane growers;

· incentives for expansion of cane growing area;

· potential to increase farm size of existing growers;

· a long term increase in grower incomes; and

· reduced transport movements on main and shire roads.

In September 1999 the project sponsors reported the following outcomes from phase 1:

· approximately 320,000 tonne of cane annually kept off state and local road systems;

· cost of transport to growers had been held down by some $0.3 million per year; and

· Tully Sugar Limited had expanded its crush rate from 553tonnes/hour in 1993 to 675 tonnes/hour in 1999.  They also increased their capacity from 1.6 million tonnes of cane in 1993 to 2.3 million tonnes in 1999.

The planned outcomes outlined in the Draft Implementation Agreement for phase 2 are:

· Sustainable increases in overall productivity of currently assigned cane growing, and potential agricultural lands.

· Fair and equitable distribution of productivity increases from improved water management practices.

· Overcoming longstanding social disruptions caused by drainage disputes.

· Preservation and enhancement of environmental features of the area including land and water habitat values of the area.

· Identification of potential areas to enhance flow retardation.

· Enhanced economic viability of the Tully District Sugar Industry.

As construction for phase 2 had not commenced at the time of our review, none of the planned outcomes had been achieved.

2.10.6 Co-generation Facility at Broadwater

Background

This project was one of two projects to replace the original NSW SIIP project at the Port of Yamba, which was discontinued due to a Native Title claim on the Port and the Clarence River.  The Minister for Agriculture, Fisheries and Forestry approved the two new projects in April 2000.  The Implementation Agreement for the Co-generation Facility was signed in May 2000.

The Co-generation Facility was completed in 1998, prior to SIIP funding approval.  SIIP funds were used to help repay a $1.5 million loan for the project.  It was a condition of the Implementation Agreement that the ‘Sugar Industry agrees to undertake within a reasonable period of time further sugar infrastructure development to a value, excluding government assistance, at least to the amount of grant funding provided under [the] Agreement’.  The Agreement did not define what was meant by ‘a reasonable period of time’ nor did it specify how this further infrastructure development was to be reported to the government.

The objective of the project was to improve industry efficiency and performance through cost reductions and income generation associated with the production of green power.  This would allow the Sugar Industry to meet mill requirements and provide the capacity for significant sales of renewable energy.

Results

The planned outcomes of the project as outlined in the Implementation Agreement were to:

· meet mill crushing capacity; and

· achieve sales of up to $8 million pa from the sale of energy to the State electricity grid.

In July 2001, the project sponsors reported the following project achievements:

· 2000-2001 sales were $723,788; and

· the industry has undertaken further sugar infrastructure developments to a value exceeding the grant funding provided under the Implementation Agreement .

The review team notes that, in addition to providing additional income to canegrowers, the Co-generation Facility provides renewable energy that is “greenhouse” friendly.  The fibre (bagasse) left after the sugar has been extracted from the cane is no longer burnt by canegrowers, but is turned into energy.  The Co-generation Facility therefore has environmental benefits that go beyond the direct economic efficiency benefits that accrue to the canegrowers. 

The NSW Sugar Milling Cooperative has provided no documentary evidence to support its claim to have met the requirement to have undertaken infrastructure development to a value, excluding government assistance, at least to the amount of grant funding provided under the Implementation Agreement.  Neither DSRD nor AFFA has requested such evidence. In discussions with the General Manager of the NSW Sugar Milling Cooperative, the review team was advised that the Cooperative’s capital expenditure is in the order of $4-5 million a year.  Since the funding for the Co-generation Facility and Broadwater bridge was received, the General Manager advised that the Cooperative has, among other things, replaced its cane bin fleet and has installed a new mill unit at Broadwater.  The value of these developments was not specified.

2.10.7 Bulk Storage and Ship Loading Facility at Fisherman Islands

Background

The objective of the project was to provide sugar export shipping facilities by constructing a multi-purpose bulk storage and ship loading facility at Fisherman Islands near Brisbane which:

· has a capacity for weighing and loading at a rate of 12,000 tonnes per day;

· assists the Industry in negotiating a lower freight rate than currently available;

· potentially offers the Industry lower and preferential storage and handling charges than currently available; and

· is scheduled to be completed on or before 30 June 1999.

This project was the sole recipient of funding under the NSW Sugar Export Program.  The Minister for Agriculture, Fisheries and Forestry approved the project in February 1999.  The Implementation Agreement was signed in June 1999 and the facility was completed in July 1999.

Results

The planned benefits from the project outlined in the Implementation Agreement were:

· a lower freight rate than currently available; and

· return a benefit to the sugar industry through lower and preferential storage and handling charges.

In July 2000 the project sponsors reported the following achievements:

· capacity for weighing and loading exceeded 10,000 tonnes per day;

· a saving on ocean freight of $25,000 for a 30,000 tonne shipment; and 

· a saving on storage and handling charge of $165,000 for the shipment.

The Fisherman Islands Facility has provided the NSW sugar industry with an export facility, plus very low storage and handling charges.  Unfortunately, since the Facility came into operation there have been two significant crop failures in a row, and there has therefore been very little excess sugar available for export. To date, there has only been one export shipment from the Facility, generating total savings of $190,000. The General Manager of the NSW Sugar Milling Co-operative advised the review team that it is taking a long-term view of this investment and he expects further exports in 2001-2002.

2.11 Additional Program Benefits 

In addition to project-specific results noted in Section 5.1, the Sugar Industry Infrastructure Projects in Queensland produced a number of other tangible benefits, including:

· bringing together millers and growers for the first time to help develop appropriate solutions to industry needs;

· increased cooperation and understanding between EA/EPA/DNRM in relation to the differing industry and environmental perspectives, and between EA/EPA;

· pro-active problem solving by DNRM and the EPA, especially in relation to environmental issues associated with the Southern Cane Railway and Eli Creek projects; and

· co-operative management arrangements that brought together all relevant parties to deliver assistance to the sugar industry.

2.12 Compliance with Accountability Requirements

Individual projects were required under their Implementation Agreements to report expenditure to date, and progress towards the achievement of milestones and outcomes on a regular basis to either the Queensland Department of Natural Resources and Mines (DNRM) or the NSW Department of State and Regional Development (DSRD), depending upon which state they were located in.  The review team notes that the Implementation Agreements did not contain a requirement for expenditure to date or progress towards the achievement of outcomes to be independently verified. 

Grant payments were linked to the achievement of milestones.  The relevant state government agencies ensured that payments were made promptly after sufficient evidence was received about the achievement of milestones as set out in the Implementation Agreements.  Of the sample of projects reviewed in detail, all grant payments were linked to the achievement of the milestones as set out in the agreements.  Final payments were linked to the completion of projects. This is an example of better practice. 

DNRM ensured that progress reports were forwarded to AFFA, including additional progress reports when significant events occurred. 

The requirements for reporting progress towards the achievement of outcomes were not specified in detail in the Implementation Agreements.  The Agreements did not contain any requirement for reporting on environmental outcomes associated with issues raised in the environmental impact assessments.

In addition, many outcomes did not include specific targets but were couched in general terms, for example ‘an increase in…’.  As a result, the level of measured benefits to the sugar industry reported by the funding recipients varied widely across the projects reviewed. This can be clearly seen from the data presented in Section 5.1. 

2.13 Conclusion

External influences such as adverse weather conditions and pest outbreaks have meant that the benefits of some projects to the sugar industry are as yet unknown. Coupled with low world sugar prices and delays in completing several projects, these factors make it difficult to quantify the specific contribution that the Sugar Industry Infrastructure Projects have made to the development of the Australian sugar industry as a whole. 

Nevertheless, it is reasonable to assume that the Queensland projects have contributed to the significant increases in area under cultivation and yields noted in Section 1.2.1. Most of these projects had a focus on irrigation or water management, noting that reliable rainfall (or stored water for irrigation) is vital to productive, profitable cane growing.  Sugarcane is Queensland’s largest user of irrigation water, accounting for 45-55% of total crop irrigation usage, and 60-65% of total production comes from irrigated land. Both the Eli Creek Effluent Irrigation Project and the Southern Cane Railway projects reported significant increases in cane production.

The three NSW projects (including the construction of the Broadwater Bridge, which was not reviewed in detail) have broadened the industry base in that State, with the risks now spread over the domestic, export and renewable energy markets.

Overall, it appears that the Sugar Industry Infrastructure Projects have not only delivered tangible benefits at the individual project level, but have also helped position the sugar industry for the future.

Recommended Better Practice Principles

A number of key principles for consideration in structuring future industry assistance programs emerged from our review of the Sugar Industry Infrastructure Projects.  While the five recommendations below have been directed to the Field Crops Branch in the first instance, they are likely to have broader application within AFFA.

Recommendation 1

Field Crops Branch should identify, as part of the initial planning process, whether there may be a need to involve Environment Australia in the development of industry assistance initiatives.

This would help ensure that, if relevant, environmental considerations are included appropriately in the design of the initiatives.  

Recommendation 2

In designing industry assistance programs that are likely to have an impact on the environment, Field Crops Branch should include a requirement for an up-front strategic environmental impact assessment of the geographic area(s) potentially covered by the program. One holistic environmental impact assessment of each project should be undertaken.

This assessment would facilitate more efficient program administration, through better targeting of projects to areas that do not have major environmental barriers to overcome, or a better understanding by project proponents of the level of effort that may be required to address any environmental concerns.

Recommendation 3

For each new industry assistance initiative, Field Crops Branch should design the evaluation strategy on program commencement, so that relevant and comprehensive performance information can be collected along the way, at both the project and program levels.  Where State/Territory Governments are involved in the implementation of such initiatives, it should be a requirement of agreements that the performance information required for both ongoing monitoring and overall evaluation purposes is to be provided to AFFA. In particular, information relating to outcomes should follow the SMART principle, ie. that it is:

· specific;

· measurable; 

· achievable;

· relevant; and

· time-limited.

This would facilitate ongoing monitoring and robust assessment of the impact and outcomes of industry assistance initiatives.

Recommendation 4

Field Crops Branch should consider including a requirement for environmental outcomes to be measured and reported, in addition to industry-related outcomes.

This would provide assurance that any concerns or requirements identified as part of the environmental assessment process are being adequately addressed.

Recommendation 5

Field Crops Branch, together with the relevant State departments, should take a more active approach to reviewing and following up project reports, to ensure that they are timely and contain sufficient, relevant and accurate information on the achievement of milestones and outcomes. Field Crops Branch should also consider the costs and benefits of requiring outcomes data to be independently verified.

This would facilitate ongoing monitoring and robust assessment of the impact and outcomes of industry assistance initiatives.
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� Sugar Research and Development Corporation, www.srdc.gov.au





� The final average price for 2000-01 season sugar production was $253 a tonne IPS (International Pol Scale) compared with $254.50 in 1999-2000 and $352.29 in 1998-99. The price outlook for the 2001-02 crop has improved. Average price is expected to be $330-$350 a tonne.  Source: Canegrowers, www.canegrowers.com.au
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