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Cottor

LETTER OF TRANSMITTAL

4 October 2002

Senator the Hon. Judith Troeth

Parliamentary Secretary to the Minister for Agriculture, Fisheries and Forestry
Parliament House

CANBERRA ACT 2600

Dear Senator Troeth,

It is with pleasure | submit the Corporation’s Annual Report 2001-2002, prepared in accordance
with the provisions of section 28 of the Primary Industries and Energy Research and Development
Act 1989, and of part 1, section 4 of the Commonwealth Authorities and Companies Act 1997.

Under section 9 of the Commonwealth Authorities and Companies Act 1997 the Directors of the
CRDC are responsible for the preparation and content of the Annual Report being made in
accordance with the Finance Minister's orders. The report of operations has been prepared in
accordance with the resolution of the directors.

Yours Sincerely,

Bridget Jackson,
CHAIR
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In the 2001/02 season Australian cotton
growers achieved what is believed to be a
world record. They harvested more cotton
per hectare than any other major cotton
producing nation. This achievement
comes with continuing improvement in
environmental management. While a
favourable season was part of the picture,
these improved yields are also an outcome
of a comprehensive research program.

During the last 30 years the lint yield in
Australia has increased by an average of

23 kilograms per hectare per year, one bale
per hectare every 10 years or so. The increase
is due in part to better plant varieties and

in part to improved crop management.

The yield improvement is a clear case where

a coordinated approach to research delivered
the greatest benefits. Dr Greg Constable from
CSIRO Plant Industry estimates that plant
breeding contributed about 45 per cent of the
yield gains, with the other 55 per cent from
improved insect control, disease management,
plant nutrition and irrigation strategies.
Individually these items can have only a
limited impact. Packaged together and the
Australian industry achieves world records.

The move to farming systems approaches
means farmers are increasingly examining
the interactions between the elements of the
production system and the effect they have

on cropping outputs. Greater interest in
planting trees and establishing wetlands on
farms are improving environmental values
by providing for greater biodiversity. Other
strategies, particularly the Best Management
Practices Program, aim to limit negative
environmental impacts from cotton
production. Each improvement is but a piece
in a much larger picture, a picture of a
modern agricultural industry maintaining

its productivity but not at the cost of its
resource base or the environment.

A great strength of the Cotton Research and
Development Corporation is its ability to foster
the kind of work that has led to the continued
improvements in yield, crop and environmental
management. By taking a strategic view the
Corporation formulates a comprehensive and
efficient research program. We work with
industry to make sure its needs are met,

and with Government to match community
and national priorities. The Corporation can
also identify and encourage links between
researchers that are separated by geography,
employment or research topic.

Growers are hungry for new knowledge

and readily adopt improved management
strategies. For instance, Integrated Pest
Management technologies have been taken
up by self-established Area Wide Management
groups and developed for application over
areas that range in size from a small number
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of farms to whole valleys. These groups
combine the best technologies of Integrated
Pest Management such as trap cropping and
beneficial insect management, and coordinate
implementation across farm boundaries,
leading to better environmental and economic
outcomes. These groups rely on local Industry
Development Officers, agronomists, crop
consultants, specialist researchers, information
resource packages and decision support tools
for assistance throughout the season. The
Corporation maintains a sizeable annual
investment in ensuring information is delivered
to industry in a timely manner and in
appropriate formats.

In the future it will be even more important to
work strategically and cooperatively as the
industry faces a range of new challenges, some
that are not yet on the horizon. Throughout
the pages of this report you will learn about
how the Corporation has tackled issues of the
day, how we are approaching tasks still at
hand and how we have built momentum to
forge ahead. From a strong foundation of basic
research, through to the application of science
in the field and the development of leading-
edge technology, the Corporation continues to
strive towards our goal of enhancing the
sustainability and profitability of the cotton
industry providing increased economic,
environmental and social benefits.

The larger picture of improvement in the
cotton industry needs to be measured on a
landscape scale. The development of new
indicators on this scale remains a challenge for
the Corporation. The second Cotton Industry
Environmental Audit, due for completion early
next year, is likely to assist us in this process,
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as will the development of an appropriate
Triple Bottom Line reporting framework for
the Corporation.

During the year the Corporation took on a
new logo. The move was designed to provide
the CRDC with a greater identity within the
cotton industry and to deliver greater
recognition to our stakeholders. The Australian
cotton symbol will continue to be used by the
Corporation where appropriate, to signify the
input of industry. The position of the cotton
symbol alongside the Australian Coat of
Arms is representative of the partnership
arrangement that is at the core of the Cotton
Research and Development Corporation.

£ el

Bridget Jackson,
Chair, Cotton Research
and Development Corporation
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SUMMARY

The Cotton Research and Development
Corporation is a partnership between the
Federal Government and the Australian cotton
industry. The Corporation was established
under Federal legislation and is accountable
to the Parliament and the industry. For more
information about our accountability
structures see 'Legislation’ page 6.

We invest in research, development and
technology transfer to advance the domestic
cotton industry for the good of the nation.
The Corporation encourages and assists funded
researchers to communicate directly with the
industry. We provide financial and technical
assistance to the National Cotton Extension
Team to aid the practical application of new
technology and information. For more
information about our research program see
the 'Year in Review section on page 16.

And the 'Review of Operation: Corporate
Performance, starting on page 32.

We are located in Narrabri, New South Wales,
in the heart of one of Australia's major
cotton producing areas, the Namoi Valley.
CRDC-funded research is undertaken in every
mainland state and territory in Australia,

involving four divisions of the CSIRO, four
State Government Departments, eight
universities, one Cooperative Research Centre,
two Research and Development Corporations
and a number of private organisations. For
more information about our research partners
see 'Research by funded organisation' on

page 28 and the Research Program, page 106.

Our research program is aimed at delivering a
more sustainable, profitable and competitive
cotton industry providing increased economic,
environmental and social benefits to rural and
regional communities and the nation. For more
information see 'Planning Framework’ page 29.

During the 2001-02 reporting year the
Corporation invested more than $13 million
directly into research projects and related
research and development activities. We are
funded through a levy on production, a
matching Commonwealth contribution,
royalties on seed sales of CSIRO-bred varieties
and from interest earned on invested reserves.
For more information about the CRDC's
funding arrangements, go to 'Corporate
Financial Overview', page 24.
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OVERVIEW

Vision: A SUSTAINABLE AND
ENVIRONMENTALLY RESPONSIBLE COTTON
INDUSTRY

Mission: TO ENHANCE THE CONTRIBUTION

THAT RESEARCH AND DEVELOPMENT MAKES
TO THE AUSTRALIAN COTTON INDUSTRY FOR
THE BENEFIT OF THE PEOPLE OF AUSTRALIA

Outcome: A MORE SUSTAINABLE, PROFITABLE
AND COMPETITIVE COTTON INDUSTRY
PROVIDING INCREASED ENVIRONMENTAL,
ECONOMIC AND SOCIAL BENEFITS TO
REGIONAL COMMUNITIES AND THE NATION

History

The Cotton Research and Development
Corporation (CRDC) was established in 1990
under the Primary Industries and Energy
Research and Development (PIERD) Act 1989.
The Act provides the Corporation with a
charter to invest in and manage a portfolio

of research, development and extension
projects and programs to secure economic,
environmental and social benefits for the
Australian cotton industry and the community,
to achieve sustainable use and management of
natural resources and to make more effective
use of the resources and skills of the scientific
and general communities. All of this was to be
conducted in a framework which improved
accountability for research and development
spending in relation to the cotton industry.

Significant changes have occurred in the
industry as a direct result of a comprehensive
and focused research program. Australian
cotton production has more than doubled
since the early 1990s, due to major industry
expansion and increasing average crop Yields.
The expansion has been assisted by improved
knowledge of crop management for a range
of climatic conditions as well as the ongoing
development of varieties suited to those
conditions. Varietal development also delivered
yield and fibre quality improvements, as did a
better understanding of total farming systems
and techniques. The adoption of Integrated
Pest Management strategies has enabled
growers to reduce reliance on traditional
chemical pesticides while the industry's
landmark Best Management Practices
program has led Australian agriculture in

the development and implementation of
industry-wide environmental and risk
management systems.

The Corporation is a major contributor to the
public research effort for the cotton industry,
and often CRDC input is used to leverage
monies from other funding sources in both
the public and private sectors. The Corporation
sees this as an extremely positive outcome for
the industry and the community as limited
research budgets can be effectively extended
as far as possible. Where appropriate, the use
of joint funding arrangements also helps to
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build partnerships between research,
government and industry organisations.

The concept of partnership is an important
one for the CRDC. A partnership between the
Federal Government and the Australian cotton
industry, the Corporation recognises the value
of having strong lines of communication.

This ensures industry, community and national
priorities are addressed, areas of need are
understood and gaps within the research
program are filled. Partnerships across the
research community and industry in general
ensure information is shared freely wherever
possible and duplication within the overall
research and development effort is avoided.

Apart from the investment in and
management of its research program, the
Corporation provides a range of products and
services. A key role for the CRDC is to act as
a formal and informal information source
for stakeholders and client groups. This is
facilitated through being accessible, through
its location in a cotton growing centre,
through general industry media activities as
well as through the Corporation's website
(www.crdc.com.au). Additionally the
Corporation has made its meeting facilities
available to industry and community groups.
Researchers are encouraged to be actively
involved in the dissemination of research
results and are assisted by the CRDC-
supported National Cotton Extension Team.
Where necessary the Corporation funds and
coordinates the development of technical
and non-technical documents, guides and
other information tools. Another important
role for the Corporation is a coordinator of
workshops, seminars and field days for a
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range of purposes including research review
and progression, information sharing or
technology transfer to industry. And of course
the CRDC produces a range of publications
which include both general and specific
information about Corporate activities and
operations and the results of the ongoing
research effort.

The Corporation takes a coordinating role with
the cotton industry to oversee research efforts,
to ensure important areas of research are
addressed and to facilitate the extension of
research outcomes to the industry. Frequent
and detailed communication with industry and
research organisations helps to identify gaps
or overlaps in the research program, and the
development of strategies to gain maximum
benefit for each dollar invested.

Based in the heart of one of Australia's major
cotton-growing areas, the CRDC is unique
among the rural Research and Development
Corporations as it is based in a rural area
rather than a capital city. With its location in
Narrabri, north-west New South Wales, the
Corporation and its management and staff are
part of a cotton community and fully aware of
the entire range of industry and community
issues. The Narrabri district is also the home
of a key industry research facility, the
Australian Cotton Research Institute. The
Institute is a collaborative research site and
headquarters of the Australian Cotton
Cooperative Research Centre, of which the
CRDC is a core partner. Being positioned
physically within the industry enables the
Corporation to naturally develop and
maintain important relationships with cotton
growers, researchers, processors and members
of the general community.

o
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Figure 1.1 Organisations within the Cotton Industry
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Figure 1.2 Linking Industry with Government

INDUSTRY

Australian Cotton Industry Council

Raw Cotton Marketing
Advisory Committee

Cotton Research and Development Corporation

Parliamentary Secretary
to the Minister for
Agriculture, Fisheries and Forestry

Agriculture, Fisheries
i and Forestry — Australia
{

GOVERNMENT

NB: Lines with an arrow at each end denote accountability linkages. Lines with a single arrow
denote information/coordination links.

The CRDC is a member of the Australian Cotton Industry Council, the peak body for the cotton
industry. The Industry Council is not a stakeholder of the Corporation.
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Legislation

The Cotton Research and Development
Corporation began operations on October 1,
1990 by way of a regulation made under
section 8 of the Primary Industries and Energy
Research and Development (PIERD) Act 1989.
The setting and collection of levies on the
cotton industry is enabled by the Cotton Levy
Act 1982 and the Primary Industries Levies and
Collections Act 1991. Accountability and
reporting requirements are set out in the
Commonwealth Authorities and Companies
(CAC) Act 1997.

Functions

As set out in Section 11 of the PIERD Act,
the legislative functions of the Corporation
include:

[ investigating and evaluating the cotton
industry’s requirements for research and
development, and the preparation, review
and revision of an R&D Plan on that basis;

[ preparing an Annual Operational Plan for
each financial year;

(1 coordination and funding of R&D activities
consistent with current planning
documents;

[ monitoring, evaluating and reporting to
Parliament, the Minister for Agriculture,
Fisheries and Forestry, and to industry on
R&D activities coordinated or funded by
the Corporation; and,

facilitating the dissemination, adoption and
commercialisation of research and
development results in relation to the
cotton industry.

Powers

Described in Section 12 of the PIERD Act, and
subject to the stipulations of the Act, the
Corporation has the power to do all things
necessary and convenient to be done for, and
in connection with, the performance of its
functions including but not restricted to:

[ entering into agreements for the carrying
out of R&D activities;

[0 applying for patents, either solely or jointly;

(1 charging for work done, services rendered,
and goods and information supplied,;

[ acquiring, holding and disposing of real or
personal property; and,

anything incidental to any of its powers.

Ministers

The Corporation is accountable to Federal
Parliament through the Parliamentary
Secretary to the Minister for Agriculture,
Fisheries and Forestry, Senator the Hon. Judith
Troeth.

The Minister's powers and responsibilities, as
outlined under various sections of the PIERD
Act, include:

[0 appointing the Corporation's Chair and
Directors;

the option to terminate the appointment
of the Chair or any Director under certain
conditions;

approving the Corporation's Research and
Development (Five Year) Plan and any
variations;
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approving the Corporation's Annual
Operating Plans and any variations;

appointing a person as Presiding Member
of the Corporation's Selection Committee,
and other members of that Committee; and

transferring to the Corporation any assets
held by the Commonwealth that the
Minister considers appropriate and which
would assist the performance and function
of the Corporation.

The Corporation has long enjoyed a robust
working relationship with the Federal
Government, including Minister for
Agriculture, Fisheries and Forestry, the Hon.
Warren Truss MP and previous Ministers,
Parliamentary Secretary Senator Troeth and the
officers of the Department of Agriculture,
Fisheries and Forestry — Australia.

Stakeholders

The Corporation is accountable to the
Australian people through the Federal
Government and to the cotton industry
through its industry representative body, the
Australian Cotton Growers' Research
Association. In August 1998 the Corporation
became subject to the Commonwealth
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Authorities and Companies (CAC) Act 1997
which provided new levels of accountability
as well as a new planning and reporting
framework. Subsequently the Board gradually
revised its Strategic (Five Year) Plan 1998-2003
into the Outcome/Ouputs framework required
under the CAC Act. This process formally
concluded when Ministerial approval for the
Corporation's fully revised Strategic Plan was
granted on July 5, 2001. The CRDC's Portfolio
Budget Statement 2001-02 and Annual
Operating Plan 2001-02 were developed from
the revised Strategic Plan, and were approved
on the basis of being fully compliant with the

framework requirements.

Our dual accountability to Government and
industry does not create difficulties or conflicts
because our stakeholders share the same
goal—to ensure the economic and ecological
sustainability of the Australian cotton industry.
The Corporation's stakeholders set broad
objectives which the Corporation addresses
through the Strategic (Five Year) Plan and the
Annual Operating Plan. The Corporation has
used these objectives as a basis for the
development of its Outcome and the
identification of necessary key Outputs.
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Statutory and Industry Objectives

Statutory Object (Section 3, PIERD Act 1989) Industry Objective (ACGRA Strategic Plan)
a) Increase economic, environmental and social 71 Improve the sustainability of the cotton industry
benefits to the cotton industry and the community 1 Improve the profitability of the cotton industry

in general by improving production, processing,
storage, transport or marketing of cotton

CRDC Linkage: The ideals of these objectives have been written into the Corporation’s Outcome statement,
and thus provide a foundation and guide for the entire research program. The three Outputs ‘Sustainability’,
‘Profitability and Competitiveness’ and ‘People and Communities’ provide explicit linkages through to planned
and actual activities.

b) Achieve sustainable use and sustainable Improve the sustainability of the cotton industry
management of natural resources

CRDC Linkage: Ideals written into the Outcome statement and form an integral part of the Corporation's
research program. The 'Sustainability’ Output relates primarily to ensuring a long-term future of the
Australian cotton industry by protecting, maintaining and enhancing the natural resource base. The
Corporation estimates 50 per cent of research expenditure in the 2001/02 reporting year was directed
towards the 'Sustainability' Output.

c) Make more effective use of the resources and skills 1 Create and support a strong, focussed and
of the community in general and the scientific committed research program
community in particular 71 Invest in the skills and strengths of the human

resource in the cotton industry

CRDC Linkage: Ideals of the objectives written into the Outcome statement and addressed more explicitly
through the ‘People and Communities’ Output. The Corporation consults widely regarding its research
priorities, encourages timely technology transfer to industry and invests in programs to strengthen human
and capital resources. Being positioned within the cotton industry and a regional community allows us to
easily identify resources required by the industry and appropriately skilled personnel to call upon.

d) Improve accountability for expenditure upon
research and development activities in relation
to the cotton industry

CRDC Linkage: Addressed as part of the overall management strategy of the Corporation, through
compliance with legislative reporting and accountability requirements. The Corporation’s ‘Statement of
Principles’ (page 12, CRDC Strategic Plan 1998-2003: Outcome/Outputs Revision 2001) include several
statements which outline our commitment to accountability and good corporate governance.

o
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taking a whole-of-industry approach to
production, processing and marketing;

Addressing Priorities

In December 1999 the Minister for Agriculture,

Fisheries and Forestry the Hon. Warren Truss -/ developing biotechnology, but being

MP wrote to the Corporation to outline the mindful of consumer concerns;

Federal Government's revised priorities for {1 being involved in trade and market access
rural research and development. The priorities negotiations;

were reiterated in May 2001 in a letter to the maintaining and enhancing Australia’s
Corporation from the Parliamentary Secretary clean and green image;

for Agriculture, Fisheries and Forestry, Senator

addressing consumer food safety concerns;
the Hon. Judith Troeth.

and,
Reflecting the opportunities that exist, the T cultivating creativity and innovation among
challenges being faced and the changing the industry's human resources.

operational environment, the Federal ) ) )
The Corporation reviewed the Strategic

Government's priorities include: ) . .
(Five Year) Plan 1998-2003 in the light of

'] integrating sustainable use of natural these objectives and has used them to build
resources into farming and land use on and enhance the research program where
practices; necessary and appropriate.

R&D Priority CRDC Framework and activities

Sustainable natural resource management

‘Sustainability' is a key Output for the Corporation, and improving
sustainability, particularly of natural resources, is a core activity. About half of
the research budget is directed towards 'Sustainability' as this is seen as the
highest priority for the industry. A central part of this effort has been the
development and transfer to industry of sustainable field production systems
which incorporate improved management of natural resources and the
minimisation of negative impacts on neighbours, or on neighbouring or
downstream environments.

Whole-of-industry approach

The Australian cotton industry operates in a free market environment and
each link in the production chain is fully exposed to the signals of the world
market. This means the industry as a whole has a strong grasp of consumer
needs in terms of quantity, fibre quality, reliability of supply and other issues.
The Corporation keeps abreast of these issues through its involvement in the

o
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Australian Cotton Industry Council, and through the CRDC's role as
secretariat to the Raw Cotton Marketing Advisory Committee which allows it
to maintain good communication links with processing, marketing and
shipping organisations.

Following a growing awareness that the industry needs greater
understanding of the impacts of processing on final fabric quality, the CRDC
initiated and continues to support a major ‘field-to-fabric' research program.

Biotechnology
Cotton is Australia's leading agricultural industry in terms of the
commercialisation and field-application of modern biotechnology techniques.
The first industry to have commercial access to genetically-modified crop
varieties, growers are well aware of the importance of this technology. The
introduction of the transgenic varieties followed extensive research and
testing, regulatory approval processes and the development of industry-led
resistance management protocols. The varieties featured built-in protection
against key cotton pests and their introduction facilitated the adoption of new
methods of crop management. These methods are delivering a broad range of
benefits to the industry and the community, including improved pest
management involving reduced usage of broad spectrum and residual
chemicals. Support for the development of new transgenic and conventional
varieties is continuing.

Trade and market access

The world cotton market is distorted by a range of trade barriers. Unlike
growers in the world's largest cotton producing nations, Australian farmers
do not receive government assistance in the form of income support or trade
restriction. A CRDC report on the issue 'Trade Barriers and Cotton Markets:
Implications for Australian Producers' strengthens the case of ongoing
liberalisation of world trade in cotton. This report has been followed up by a
second analysis of cotton price distortions as well as a report on the true
impact of exchange rates. The latest studies have been well received by
industry and Government, and will make a significant contribution to
Australia's efforts to rebalance world trade.

The Corporation also recognises that trade barriers are increasingly
non-tariff based. However, the industry-wide Best Management Practices
program is believed to be a key tool to demonstrate to international markets
adherence to world's best practice and commitment to sustainable
production.

o
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Clean and green image

Food safety

Human Resources

Outcome and Outputs

After taking into account Government and
industry objectives and priorities, the

The Corporation has the ongoing task of developing and revising the
industry's leading Best Management Practices program which provides
growers with flexible guidelines for identifying on-farm risks as well as
practical advice on how to manage those risks and constantly improve
practices. A rigorous audit process gauges the efforts and progress of growers
and will provide benchmarks for ongoing assessment of the BMP program
and its impact on the industry.

Cotton seed oil is used in a variety of food applications including margarines
and blended vegetable cooking oils. The Corporation is supporting the
development of new cotton varieties which produce healthier oils and could
lead to significant import replacement. This development is conducted with
respect to the necessary regulatory guidelines and with proper scrutiny.

The CRDC keeps informed of developments in the oilseed market through the
Australian Cotton Industry Council and direct communication with ginning
organisations.

The Corporation has written its commitment to the human resources of the
industry into its Outcome statement and highlighted this through

the selection of 'People and Communities' as a key Output. 'Human Resources'
is also a research program which ensures this area has appropriate focus and
expenditure. The CRDC looks to deliver human resource benefits to rural and
regional communities through the facilitation of and support for a dynamic
and successful rural industry providing significant opportunities for
employment. The Corporation also provides direct training opportunities for
people already in and looking to enter the industry.

Forestry — Australia portfolio Outcome of
increasing the profitability, competitiveness
and sustainability of Australian agricultural,
food, fisheries and forestry industries. Due to

Corporation has developed a framework based
on a single Outcome, three Outputs and eight
broad strategies. The Corporation's Outcome is
consistent with the Agriculture, Fisheries and

the integrated nature of the CRDC's research
program, each of the 11 research areas may
contribute to more than one strategy and
more than one Output.

o
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Figure 1.3 Strategic Plan Flow Chart

PIERD Act (1989) Ministerial
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YEAR IN REVIEW

The 2001/02 year saw a number of major
developments for the Corporation, including
increased research expenditure, changes and
growth in the staff complement and the
purchase and renovation of the CRDC building
in Narrabri.

Early in 2001 the Corporation put the finishing
touches on revisions to its strategic plan.
These revisions were required to bring the
CRDC's planning framework into line with the
requirements of the Federal Government.
While the content of the plan did not change,
the tools for planning and reporting have.

The aim was to enable the Government and
industry stakeholders of the Corporation to
gain a better understanding of our activities
and achievements. The 2001/02 Operating Plan
was based on the revised Strategic Plan.

The Corporation is funded through a levy on
production. Following extensive consultation
with cotton growers, the Australian Cotton
Growers' Research Association applied to the
Federal Government to lift the research levy.
The rise, from $1.75 per 227 kg (one bale) ex
gin to $2.25, was approved by Government
and came into effect on March 1, 2002. The
increase allows the Corporation to continue
funding a full range of research projects, and
will assist the CRDC in managing the current
levels of research expenditure. Revenues from
industry will possibly be reduced in the coming

year due to drought conditions in many
growing areas.

Expenditure on research grants and research
activities rose by 5 per cent from the previous
year to $13.7 million. A significant proportion
of this increase was spent on commissioned
research. The Board of the Corporation
commissions research to fill gaps in the
research program, to meet specific stakeholder
needs or to respond to immediate issues.
Research projects were commissioned in most
of the Corporation's 11 programs, including
projects on aphid management, analysis of
world cotton price distortions and the impact
of exchange rate fluctuations, and evaluations
of the changes in pest management practices
due to Integrated Pest Management and Area
Wide Management.

In October 2001 the Corporation completed
the purchase of its premises in Narrabri. The
first floor was subsequently renovated to
improve meeting facilities and provide
additional office space. The improvements
were officially opened on May 30 by Senator
the Honourable Judith Troeth, Parliamentary
Secretary to the Minister for Agriculture,
Fisheries and Forestry. During her visit Senator
Troeth also attended the National Australian
Cotton Trade Show, Moree, where she spoke at
a forum examining the costs of production,
and a meeting of WinCott, the Women's
Industry Network for cotton.

o



Research Reviews and Evaluations

Each year the Corporation undertakes a variety
of activities to evaluate research programs in
order to highlight problems, identify gaps and
plan future activities. Often the Board invites
international scientists to perform formal
reviews of specific sections of the research
program. Three such reviews were conducted
during the financial year.

During October 2001 British research scientist
Dr Steve Parkin conducted a spray application
review, a follow up for one he conducted in
1999. The review examined research in aerial
and ground application. Dr Parkin found that
effective pest control in cotton would continue
to require carefully targeted spray applications,
but many growers, applicators and consultants
felt they needed better information to apply
pesticides in the most effective manner. He
recommended future work focus on reducing
chemical inputs with an emphasis on work that
can be translated to a variety of application
techniques. The Best Management Practices
Manual was highlighted as a significant
resource for the industry, but it must continue
to evolve and improve. Dr Parkin also
recommended ongoing investigations into
improving the flow of information between
researchers and the industry.

The CRDC invests close to $1 million annually
on research to monitor pesticide resistance in
a range of cotton pests (heliothis, mites, aphids
and silverleaf whitefly) and research to
understand the mechanisms of resistance. This
research underpins the industry's resistance
management strategies for conventional
pesticides and INGARD® cotton. In February
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2002 a panel including Dr lan Denholm
(Rothamstead UK), Professor Tim Dennehy
(University of Arizona) and Dr Vic Edge
(consultant to CRDC) examined the
Corporation's research projects for resistance
monitoring and mechanisms. All resistance
focused research and development projects
funded by the Corporation were reviewed,
along with all new project applications
submitted for this year's funding round.

In addition the panel met with growers,
consultants, chemical industry and extension
representatives as well as receiving written
submissions from Cotton Growers'
Associations and consultants. The review
panel was very complimentary of the standard
of research and development activities and
the management of resistance. Australia's
researchers, growers and consultants are
comparable with the world's best at pro-active
resistance management. The review did find
some opportunities to improve both the
research and the management of resistance
and made recommendations to this effect,
and the Corporation is pleased to report that
it has been able to address all of the key
recommendations from this review.

Also in February a major review of Fusarium
and biotechnology-related research and
development activities was conducted.
Professor Pat Colyer from the Louisiana State
University Agricultural Centre was engaged to
undertake the review. Prof. Colyer toured a
number of research facilities and production
areas, and met with researchers, plant
breeders, seed companies and growers. The
tour was followed by a two-day workshop in
Brisbane where researchers overviewed current

o
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research on breeding, plant pathology, disease
management and biotechnology. A key
outcome from this review has been the fast-
tracking of the development of new Fusarium
diagnostic tool for researchers. The lack of
availability of this tool was seen as a major
shortcoming of the Australian research
program. The coming year will see significant
advancement in the project, including
investigations of techniques for comprehensive
DNA isolation and the development of
statistically sound sampling techniques for
large areas. The Corporation has also initiated
a committee to examine the Fusarium research
program and identify future opportunities.

Each review presented a number of
recommendations to the Board of the CRDC.
These recommendations formed part of the
Corporation's budget deliberations this year,
and will continue to provide direction in these
research areas for several years to come.

In its Portfolio Budget Statement for 2001/02
the Corporation flagged a number of other
planned evaluations, including an
environmental audit of the cotton industry,
comparative analysis of farm management
strategies and costs, and a review of the
performance of genetically-modified cotton
in the field.

The comparative analysis was undertaken by
Boyce Chartered Accountants, and resulted in
the Australian Cotton Comparative Analysis
2001 Crop report. Corporation funding support
allowed this annual analysis to be expanded
and the results made available to growers
outside of the company's client base. This
report is in addition to the annual analysis of

the performance of INGARD® cotton in
Australia. The 2001/02 season also saw the
widespread adoption of new genetically-
modified varieties delivering a degree of
protection against the herbicide Roundup®.
Approximately one quarter of cotton planted
in Australia were Roundup Ready® varieties,
while plantings of INGARD®), transgenic plants
with built-in protection against the heliothis
caterpillar, accounted for 30 per cent of
production. Some varieties include both the
INGARD and Roundup Ready genetic material.

The environmental audit has been delayed due
to a longer than anticipated process to conduct
a pilot study and develop appropriate terms of
reference. The audit is now expected to be
completed during the first quarter of 2003.

Research Program Highlights

Silverleaf Whitefly

The first outbreak of Silverleaf Whitefly
populations on cotton in Australia occurred in
the Emerald area last season. The Corporation
responded by setting up a contingency fund to
undertake immediate additional research on
this insect. Applications were also made to the
National Registration Authority for emergency
use permits for a number of pesticides that are
known to have a measure of whitefly control.

The CRDC has funded projects to monitor
whitefly population changes and resistance to
pesticides in silverleaf whitefly since 1995,
when the presence of the pest in Australia was
first confirmed by CRDC-funded researcher Dr
Robin Gunning. It has since become a major
pest in horticultural crops in the Burdekin and

o



Bundaberg areas of Queensland but, until last
year, showed little sign of becoming a field
problem in cotton. Careful monitoring at
Emerald during October and November 2001
indicated numbers were low, so the rapid build
up and extremely high numbers of silverleaf
whitefly that were experienced in December,
January and February was unexpected.

Once this pest reaches outbreak levels, it is
very difficult to manage. In association with
Horticulture Australia Ltd and the Grains RDC,
the Corporation convened meetings with
whitefly researchers in April and May to plan
and coordinate strategies for managing
silverleaf whitefly more effectively in the
coming cotton season. Additional funding has
been injected into whitefly research and
development (particularly at Emerald) for
2002/03. The Corporation also supported five
industry and research personnel from Central
Queensland to join a study tour to visit regions
in the United States of America that had
experienced and managed silverleaf whitefly
problems. The group found effective
management of this pest can only occur with
the full involvement of all stakeholders. This
will mean the development of management
strategies that cross the boundaries between
the cotton, grains and horticultural industries
in Central Queensland.

Integrated Pest Management

The environmentally-conscious insect
management strategy known as Integrated
Pest Management is continuing to be adopted
and utilised across the industry. A more rapid
uptake of Integrated Pest Management has
been facilitated by six consecutive seasons of
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commercial production of INGARD® cotton
varieties. The successful production of these
varieties has required carefully managed
strategies to prevent the development of
resistance. Not only have these strategies
achieved the aims of preventing the
development of resistance and reducing the
use and application of broad-spectrum
pesticides, but farmers are also achieving
economic benefits in conventional as well
as transgenic cotton.

In his paper to the 11th Australian Cotton
Conference, Chris Wicks from Regional Financial
Services said the cotton growers who were
achieving the best return on investment were
using careful management to control insect
pests, including relying on Integrated Pest
Management in particular, where control from
beneficial insects was encouraged through
careful use of non-disruptive insecticide
options. These conclusions support CRDC-
funded work by Martin Dillon and Australian
Cotton CRC's Ziaul Hoque that examine the
economics of Integrated Pest Management.
Their studies have demonstrated the cost
efficiency of using 'soft' chemical strategies.
The results showed that in general spray costs
decreased and profits increased under soft
management compared to hard strategies.
They also showed that higher yields do not
automatically translate into higher profits.

Alternative Irrigation Examined

People who are looking for information on large
mobile overhead irrigation systems have a new
resource following the release of a report about
the use of this technology in the cotton
industry. The report, compiled by the National

o
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Centre for Engineering in Agriculture at the
University of Southern Queensland in
Toowoomba, was based on a comprehensive
survey of farmers, manufacturers and resellers.
The report on overhead irrigation joins an earlier
study by the group on drip irrigation which was
completed in July 2000. The two alternative
irrigation reports are available separately via the
CRDC's website, and they have been published
in a single volume available through the
Corporation's office in Narrabri.

The reports present the farmers' views of these
systems. The studies were commissioned by
the Corporation in an effort to better
understand the existing use of alternative
irrigation techniques in the Australian industry,
as well as to identify opportunities for future
research and development in this sector.

WinCott

In May 2002 the Corporation hosted a meeting
of women who were interested in
strengthening a communication network for
women involved in the cotton industry. The
WinCott network enables participants to learn
more about the cotton industry, encourages
self-development and facilitates a greater
involvement in industry organisations and
events. The Corporation is continuing to assist
this group by providing advice to the steering
committee and office support. The network
now has 112 members and will primarily use
the Internet and email to communicate. For
more information about the WinCott network,
go to www.ozcotton.net and follow the links
to WinCott.

Additionally the Corporation is sponsoring two
women from the cotton industry to attend the
Third Rural Womens' Congress in Madrid,
Spain. Liz Alexander, Cotton Australia's
Growers' Services Manager for Biloela, Central
Highlands & Dawson Valley, and Helen Zilm,
Groundrig Operators Association Executive
Officer, WinCott Convenor and cotton grower
have been selected to join the delegation of
Australian women to travel to the Congress.
About 1,500 rural women from five continents
are expected to attend the event to discuss a
wide range of issues related to the situation of
rural women in a global context including
sustainable development, food safety and the
impact of the new technologies.

Occupational Health and Safety

The Managing Cotton Farm Safety Manual was
completed and released to industry during the
first half of 2002. This document was prepared
by the Australian Centre for Agricultural
Health and Safety, Moree, with funding
support from the Corporation. The manual is
the core resource for the Managing Cotton
Farm Safety course training cotton farmers
and farm managers in occupational health and
safety issues and risk management. Courses
are being run throughout the cotton industry
by Farmsafe Australia, and have been well
received by farmers. The Manual itself is the
first of its kind in agriculture, and is being
used as a model for other industries.



Cotton Harvest Safety Video

A cotton harvest safety video has been
produced by NSW Agriculture with support
from the CRDC. The video has been designed
to complement harvest training programs, and
aims to increase awareness of Occupational
Health and Safety hazards at harvest. Suitable
for both an inexperienced employee and also
to refresh the knowledge of workers with
many years experience in harvest operations,
the video can be used by employers, employees
and contractors.

Other Achievements

1 The Integrated Pest Management Short
Course for cotton growers is now being
delivered after an extensive period of
development and testing with grower
groups.

In consultation with the industry and with
the full support of the Australian Cotton
Industry Council, the Corporation
commissioned the Centre for International
Economics to produce reports on trade
distortions in the world cotton market and
the true impact of exchange rates on
Australian farmers. These reports have been
well received by industry and Government,
and will make a significant contribution to
Australia's efforts to rebalance world trade.

Further large-scale trials of biocontrol

for Fusarium continued to show variable
results, with a key finding that the potential
new product was unlikely to provide better
control than products already on the
market, and would therefore struggle to be
commercially viable. On this basis the Board
decided to refocus the Fusarium research
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program to other, more promising areas.
The likely medium to long-term solution
to the Fusarium problem continues to lie
with the breeding program.

The first comprehensive weed management
information pack for cotton has been
developed. In line with other similar
'infopaks' this will be known as WEEDpak
and is freely available to all cotton growers
and consultants.

71 A second edition of SPRAYpak (the

cottongrower's spray application handbook)
was developed during the year and will be
made available to the industry through a
series of regional workshops early in the
2002/03 season.

The first comprehensive disease
management guidelines for cotton were
also developed during the year. The
Integrated Disease Management package
includes a pocket-sized diagnostic guide
along with a larger reference manual folder.
This package will also be freely available

to the industry, but recipients must be
registered to make sure they receive future
updates.

Two trainee Industry Development Officer
(IDO) positions, one in New South Wales
and one in Queensland, were created to
ensure the extension team's capacity to
deliver information across the industry is
not significantly affected when a regional
IDO leaves an area. The initiative has
already been successful with the initial
appointees to these positions already filling
positions vacated by Industry Development
Officers on maternity leave or who have
resigned.

o
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Industry Overview

The 2001/02 season saw the Australian cotton
industry achieve what is believed to be a world
record for the highest average yields for a
major cotton producing nation, while growers
continue to focus on implementing
environmentally sustainable management
practices. Estimates from the Raw Cotton
Marketing Advisory Committee show an
average yield for all Australian cotton of more
than 1.7 tonnes of cotton lint (7.6 bales) per
hectare. Total production in Australia for
2001/02 was estimated to be about 700,000
tonnes or 3.1 million bales. More than 95 per
cent of the crop will be exported, adding some
$1.3 hillion to the Australian economy.

The industry has recorded significant yield
improvements during the past decade, a
result of strategic investment by the Cotton
Research and Development Corporation into
the Australian breeding program and the
development of improved management
strategies.

Approximately 97 per cent of Australian
production in 2001/02 was from irrigated
crops—around 2.226 million bales from NSW
and 804,000 bales from Queensland. Rain
grown cotton totaled around 69,000 bales with
46,000 bales of this coming from Queensland.

The total area of cotton in Australia last
season is estimated at 404,350 ha. The NSW
area was around 272,800 ha (irrigated) plus
11,550 ha (rain grown). In Queensland, the area
was around 102,800 ha (irrigated) plus 17,200
ha (rain grown). These area and production
estimates absorb a small area of PIMA (Extra
Long Staple) cotton—roughly 5000 ha
producing 25,000 bales.

Figure 2.1 Australian Cotton
Production (‘000 Bales)
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While farmers achieved record yields, overall
production was down by more than 100,000
tonnes or 500,000 bales on the previous year's
record harvest of 817,000 tonnes or 3.5 million
bales from 505,000 hectares. The decrease has
been attributed to continuing low world
cotton prices and insecurity surrounding
water availability.

The record yield result in the 2001/02 season
came as a surprise as estimates made in
February predicted the national crop would
come in at about 635,600 tonnes or 2.8 million
bales. The jump reflects the influence of ideal
finishing weather for the crop. The fibre
quality range was comparable with the
excellent results achieved last year. Testing
showed that the vast bulk of the fibre was
fully mature and low in neps. A small, but still
significant proportion, was again in the high
micronaire range and thus less suited to some
spinning applications (but still well suited to
others). Micronaire is a measure of fibre
thickness. Thicker fibres or high micronaire
produce coarser yarns and fabrics.

About 40 per cent of the crop was produced
on properties that have been audited under
the cotton industry's Best Management
Practices Program. The Best Management
Practices Program provides farmers with
flexible guidelines for managing farm
operations with environmentally-aware
and sustainable practices. Farmers across
the industry are continuing to adopt
environmentally-positive strategies for
pest management.
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Industry Outlook

The outlook for 2002-2003 is very unclear. In
addition to low world prices most Australian
production regions are suffering drought.
Continuing dry conditions could lead to a
dramatic reduction in cotton plantings and
production. Some analysts are predicting
Australia's crop to fall by as much as 30 per
cent to around 2.1 million bales. This would
have significant flow-on impacts for a number
of rural and regional communities. Major
irrigation supply dams and most on-farm
water storages are at low water levels. The
water outlook has been further depressed by
changes to groundwater and riparian water
allocations and arrangements in some areas.

The drought has highlighted the need for
certainty of water supplies. While the reforms
now underway are necessary to ensure the
sustainability of water resources, the process
has produced a high degree of uncertainity for
irrigators and the communities they support.

A surge of overproduction in the world,
encouraged by subsidies in some countries like
the USA, pushed world cotton prices to 30 year
lows during the year. However, Australian
cotton is strongly sought after and was able to
command a sizeable premium. This is largely
because Australian researchers have bred high
fibre quality cotton varieties which satisfy
market needs. It is also because Australia’s
cotton farmers and ginners deliver a
consistently high quality product; and because
exporters have earned a reputation as a
reliable and ethical shipper.

o
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A combination of high yields and premiums
has enabled most Australian cotton farmers to
survive the decline in world prices. However,
some farmers who took early and high
positions on currency exchange rates are
facing additional hardship.

Trade Issues

Research recently undertaken by the Centre for
International Economics in Canberra on behalf
of the Cotton Research and Development
Corporation confirms the very detrimental
effects on unprotected countries, including
Australia and most developing nations, caused
by subsidies granted to their own producers by
countries such as the USA. This research was
supported by the Australian Cotton Industry
Council and has been well received by the
industry and Government. It will be used to
strengthen the push for reform through the
World Trade Organisation.

The research shows distorted international
prices affected each Australian farmer by
between an estimated $10,900 and $136,700 in
lost income each year. This lost income feeds
into lower population growth, lower regional
incomes and expenditure and other socially
negative outcomes. The impact of distortions
in the world cotton market are felt across the
globe in countries that do not provide income
support to growers, particularly in some of the
world's poorest nations.

The Centre for International Economics also
responded to the argument sometimes used by
subsidised producers, that Australian farmers
are protected by the low Australian dollar. The
analysis found that Australian cotton farmers

were exposed rather than protected by a
volatile exchange rate, creating an extra
burden of risk for farmers to manage. While a
low Australian dollar favoured cotton exports,
it also increased the costs of production as
many inputs, particularly large capital
purchases such as specialist machinery, most
of which are imported. As the link between
commodity prices and the value of the
Australian dollar weakens, exchange rate
fluctuations will become more difficult to
predict. This will increase the need for hedging
contracts to iron out fluctuations and further
increase the costs for Australian farmers. The
report concluded by saying that for a secure
future, government and industry must make a
serious attempt to reduce barriers to trade in
international markets, allowing the sale of
additional production.
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Corporate Financial Overview

Revenue

Corporate revenues were down in the reporting
year from the previous year, but were slightly
higher than anticipated. The CRDC does not
receive a direct departmental or administered
appropriation from the Government. Corporate
revenue is drawn from a number of sources,
including:

1 Industry contributions through a levy on
production. A 50 cent increase in the levy
came into affect on March 1, 2002, raising
the levy to $2.25 per 227kg of cotton
(one bale) ex gin. The setting and collection
of this levy is enabled by the Cotton Levy
Act 1982 and the Primary Industries and
Energy Research and Development (PIERD)
Act 1989;

1 A matching contribution from the Federal
Government up to a maximum value of 0.5
per cent of the gross value of production;

1 Royalties on the domestic and international
sale of planting seed from varieties
developed through the CSIRO breeding
program; and
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1 Interest on invested reserves.

As the levy is applied after initial processing,
the Corporation's income can be affected by
the harvests of two seasons. Cotton is a
summer crop which is harvested between
March and June depending on the variety,
season and location. Initial processing of raw
cotton (ginning) begins shortly after harvest
starts and continues through to July and
potentially August. The levy is collected by the
ginning companies before being forwarded to
the Federal Government. Levy receipts in
2000/01 were significantly higher than
anticipated due to a large crop picking in 2000,
part of which was ginned in the 2000/01 year,
and an earlier crop in 2001. The carry-over
from the record production in 2001, and
another early crop in 2002 increased levy
receipts for the reporting year.

Income from royalties provides a substantial
revenue stream for the Corporation. The
Australian breeding program, conducted by the
CSIRO with funding support from the CRDC, is
a major success story for the industry. These
varieties have been tailored to the prevailing
conditions in each production area, while
maximising yield and fibre quality, and

Table 2.1 Total Revenue from Independent Sources 2000/2001—2002/2003,
Portfolio Budget Statement versus Actual ($'000)

Revenue from Independent Sources

Cotton Industry
Contribution —

Monies from

industry levies

Actual 2000/01 $6,930
PBS 2001/02 $5,600
Actual 2001/02 $6,005
PBS 2002/03 $6,300

Royalties
Matching  and Interest —
Commonwealth Monies from
Contribution other sources Total Revenue
$6,774 $1,847 $15,551
$7,619 $1,536 $14,755
$7,208 $1,606 $14,818
$8,291 $1,751 $16,342
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delivering tolerance to disease. CSIRO-bred
varieties are commercialised by the not-for-
profit industry owned company Cotton Seed
Distributors (CSD). Growers have been fully
supportive of the program and CSIRO/CSD
varieties accounted for around 80 per cent of
cotton grown in Australia in the 2001/02
season. The Corporation has a royalty sharing
agreement with the CSIRO.

Corporation financial policy is to carry invested
reserves to an approximate value of 70 per
cent of one year's research and development
expenditure. The strategy for these reserves is
to utilise a range of short-, medium- and long-
term investments, and the interest earned
contributes significantly to the Corporation's
accounts. Reserves are used to supplement the
Corporation's income as necessary. The
Corporation anticipates using reserves to fund
a budgeted operating deficit in 2002/03. The

balance ensures long-term research projects
could be completed in the event of crop
failure.

As shown in Table 2.1 and Figure 2.4, revenues
for the 2002-03 year have been forecast to rise
to $16.34 million. Expenditure has been
budgeted at $17.01 million.

Figure 2.3 CRDC Revenue by Source,
2001/2002 Total = $14.8 million
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Expenditure

Corporate expenditure for the reporting year
was $14.6 million, a 5 per cent increase on the
year before.

Proportional expenditure on research and
development grants and activities, corporate
support and management and administration
remain at similar levels to previous years.

Total expenditure contributing to the
Corporation's Sustainability output rose to
$7.2 million, or 50 per cent of the total
expenditure, a $1 million increase from the
2000/01 year. Expenditure in the Profitability
and Competitiveness output was similar to last
year although it was 10 per cent below
projections. This was a result of lower than
expected expenditure in a number of research
program areas.

The CRDC funds a comprehensive and highly
integrated research program, with research
sub-programs and even individual projects
contributing to the achievement of multiple
Outputs. Expenditure contributing to Outputs
is a pro-rata representation of expenditure

Figure 2.5 Corporate Expenditure,
2001/2002 Total = $14.61 million
Corporate Support ~ Mgmt & Admin
2% 4%

R&D Activity
5%

R&D Grants
89%
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across the total R&D budget including
Corporate management and support costs.
During the year the Corporation has more than
200 projects under management, with direct
expenditure through research and
development grants and activities of $13
million.

Funded research organisations included four
divisions of the CSIRO, four State Government
Departments, eight universities, one
Cooperative Research Centre and two Research
and Development Corporations. CRDC-funded
research occurs in every mainland State and
Territory.

On-farm production and management issues
naturally dominate the Corporation's research
program, with Insect Management continuing
to account for about one third of research
expenditure. This reflects the ongoing
importance of insect management within the
cotton farming system which is the largest
annual operating expense faced by producers.
The research areas of Water, Farming Systems
and Technology Transfer were also increased in
the reporting year from the year before.

Figure 2.6 Expenditure by Output,
2001/2002
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Figure 2.7 CRDC Research by Funded
Organisations, 2001/2002

Figure 2.8 2001/2002
Research Program Expenditure

Other Research Processing Plant Breeding &
Universities Organisations & Market Biotechnology
12% 21% 33% 13% Farming Systems
Community & & Agronomy
Economics 10%
0.5% Technolofgy
Transfer
BMP & 8.3%
Environment
6.9% Human
Resources
Water
2.8% 23%
Soils
6.1%
State Depts CSIRO
30% 37% Diseases & Insect
Weeds Management
13.7% 33.1%
Figure 2.9 Research Program Expenditure, 1999/2000 — 2001/2002
($'000)
400 1999/2000
4000 L [ 2000/01
2001/02
3500 | [
3000 |
2500 |
2000 |
1500 |-
1000 |
500 |
0 1 - 1 !
e 2] © 5 = @ =) > %3 - 0
s § s & &8 § £ g § ¢ B
& E = g 5 2 2 2 s 3
2 = <) S ] <= @ s 2
s 5 = 3 E 2 =2 B c
£ 2 3 = 3 5 = S g
k=] < 3 = 2 = = 2 S
3 3 o S ‘G 3 i < 2
£ B = = g 2 8
o o =)
[S) & o
@



Planning Framework

The Corporation's Portfolio Budget Statement
2001-02 presents a single Outcome with three
Output groups. A graphic representation of the
Corporation's Strategic Plan 1998-2003, can be
found on pages 12 and 13. This Plan forms the
basis for the Corporation's Portfolio Budget
Statement and Annual Operating Plan.
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Key strategies have been identified for each
Output. Research sub-programs and even
individual projects may contribute to more
than one Output and possibly to all three. The
Corporation believes that it is effective to
measure progress by evaluating momentum
across the broader research program in terms
of the strategies and major Outputs, rather
than attempt to judge progress on the micro-
scale.

Figure 2.10 Outcome and Output Groups and Expenditure,

Portfolio Budget Statement 2001/02

Cotton Research and Development Corporation

A more sustainable, competitive and profitable cotton
industry, providing increased economic, environmental and
social benefits to regional communities and the nation.

Budgeted Cost of Outputs (PBS 2001/02):
Actual Cost of Outputs 2001/02:

Output 1:
Sustainability

Budgeted Cost (PBS):$7.447m

Actual Cost: $7.254m Actual Cost:

Output 2: Profitability and
International Competitiveness

Budgeted Cost (PBS):$6.068m

$15.542m
$14.609m

Output 3: People and
Communities

$5.328m Actual Cost: $2.027m

Budgeted Cost (PBS):$2.027m
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REVIEW OF OPERATIONS:
CORPORATE PERFORMANCE

The Corporation's planning framework presents
one Outcome and three Outputs, Sustainability,
Profitability and Competitiveness and People
and Communities. The Outcome and Output
structure reflects a Triple Bottom Line'
approach to planning and reporting, and is
complementary with the first three Objects of
the Primary Industry and Energy Research and
Development (PIERD) Act 1989. This report and
other Corporation mechanisms for reporting
performance address the fourth Object of the
Act, and the fourth leg of the 'Quadruple
Bottom Line', Accountability.

For management processes the CRDC has eight
strategies and 11 research programs to achieve
its Outputs. Very few research programs
address a single Output—most have an impact
on two. This is an important tool in making
sure the Corporation’s research program is
properly addressing the needs of stakeholders.

Output Group 1:
Sustainability

Research and development providing
knowledge and products that promote
continuous improvement in resource and

environmental management.

Sustainability of the natural resource base is
the highest priority for the industry and the
community. Securing the long-term future of
the industry by protecting, maintaining and
enhancing the resource base is central to the
Corporation's research program, and half of
the budget is directed to achieving the
Sustainability Output.

The Australian cotton industry has been
working for more than a decade to improve its
environmental performance, with a strong and
focused research and development program
leading the way. Not only have many
environmentally positive management
strategies, techniques and tools been adopted
by the industry, but there is an increasing
amount of evidence showing there are
economic benefits as well. Environmental and
social benefits of this process have included
reduced pollution of waterways from chemical
pesticides and herbicides, reduced instances of
complaints of chemical odour and almost no
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recorded instance of contamination of beef
cattle during the last few years. The second
environmental audit of the industry, due for
completion in 2003, will provide the industry
with a measure of its progress in this area
since 1991.

The Corporation's Sustainability Output
addresses the PIERD Act Objects of increasing
environmental or social benefits and achieving
sustainable use and management of natural
resources. A number of the Federal
Government's priorities for rural R&D are
encompassed by the Output, including the
integration of sustainable resource
management into farming and land use
practices, maintaining and enhancing
Australia's clean and green image and the
development of biotechnology while being
mindful of consumer concerns.

Under the Strategic Plan 1998-2003 the
Corporation has identified three strategies
to help improve industry sustainability.
These are to:

[ Strategy 1: Improve chemical and non-
chemical management of pests and
beneficial insects

1 Strategy 2: Improve chemical and non-
chemical management of diseases and
weeds

1 Strategy 3: Develop and assist the adoption
of holistic environmental management
systems encompassing relevant catchment
management strategies

Seven of the Corporation's 11 research
programs are considered to have a direct
impact on the achievement of the
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Sustainability Output, including Insect
Management, Diseases and Weeds, Soils, Water,
Best Management Practices and Environment,
Plant Breeding and Biotechnology, and
Farming Systems and Agronomy. The
Technology Transfer and Extension program
provides support in terms of delivering
research to industry. The Corporation estimates
$7.254 million or 50 per cent of the budget
was spent on improving sustainability during
the reporting year. Of this, almost $6.5 million
was delivered through direct research grants,
while a further $362,000 was used for
research and development activities such as
workshops and seminars.

Strategy 1: Improve chemical and
non-chemical management of pests
and beneficial insects

The adoption and implementation of
Integrated Pest Management practices in the
cotton industry continues to expand. Many
growers are also participating in self-formed
groups to manage insect pests in a
coordinated way, a system known as Area
Wide Management. These groups are often
assisted in their activities by CRDC-funded
Industry Development Officers, State
Agriculture Department District Agronomists,
researchers from the Australian Cotton CRC
and or Cotton Australia Growers Services
Managers. Recognising a need for more
training in the use of application of IPM, the
Corporation has funded the development of a
short course in Integrated Pest Management
for growers. This course has now been road-
tested and is being delivered to the industry by
the Cotton CRC. The aim of the course is to

o

33



Cotton2002_text 9/10/02 3:42 PM Page 34 $

34 | cotton Research and Development Corporation ANNUAL REPORT 2001-2002

Figure 3.1 Helicoverpa spp. Sprays — Ingard Cotton (1996/97—2001/02)
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Figure 3.2 Helicoverpa spp. Sprays — Conventional Cotton (1996/97—2001/02)
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Figure 3.3 Total Number of Spray events for Helicoverpa spp. (1996/97-2001/02)
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The data for these graphs were collected by Cotton Consultants Australia as part of the annual CRDC-produced report on
the Performance of INGARD® Cotton In Australia. The total number of sprays shown in Figure 3.1 and 3.2 is an
overestimation of actual spray events because it cumulates individual components of spray mixtures. The average number
of spray events is shown in Figure 3.3.
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enable growers to understand, support and
make pest management decisions in
consultation with farm agronomists or crop
consultants.

At the heart of successful Integrated Pest
Management is a recognition that natural
processes can make a significant contribution
to insect control, including promoting and
enhancing the activity of insects and spiders
that prey on pest species and increasing
mortality of pests with applied biological
agents. The introduction of transgenic cottons,
varieties with built-in protection against pests,
has encouraged a more widespread adoption
of these new strategies which work in both
modified and conventional crops.

A core strategy in an Integrated Pest
Management system is avoiding or delaying
the use of broad spectrum pesticides for as
long as possible. Figures 3.1 and 3.2 show that
during the six cotton seasons since the
introduction of INGARD® cotton in 1996/97, a
dramatic change has occurred in the usage of
broad spectrum sprays. The trend line for the
usage of broad spectrum sprays shows a
decline of about 70 per cent in the cumulative
number of sprays for both conventional and
transgenic cotton. Both graphs show the
cumulative number of broad-spectrum sprays
peaked in the 1998/99 season, a year of
extremely high insect pressure, and halved
during the following two years.

The number of broad spectrum sprays is
following a falling trend because there is less
reliance on pesticides overall and they are
being replaced by more selective sprays that
are more compatible with Integrated Pest
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Management. IPM-compatible sprays include
food sprays to encourage beneficial insects
into the field and selective insecticides that
target key pests without harming other
organisms. IPM-compatible sprays also tend to
break-down much more quickly after
application, reducing the overall pesticide load
on the environment in cotton production
areas.

The widespread adoption of Integrated Pest
Management has been a significant move
forward by the industry, facilitated by the
introduction of INGARD® cottons, varieties
with an additional gene to enable the plant to
produce its own protection against insect
attack. As with any pesticide, relying too
heavily on one product with one mode of
action greatly increases the chance of insect
resistance developing to the technology. As a
protection against the development of
resistance, the cotton industry has
implemented a strict regime of insect
resistance management strategies. The
development and acceptance of these
strategies was a factor in cotton becoming the
first Australian industry to have access to
transgenic crop varieties. The Insecticide
Resistance Management Strategies are
reviewed and updated annually by the
industry's Transgenic and Insect Management
Strategy committee, and the Corporation is a
member and supporter of this committee. To
date the strategies have been very successful,
with no evidence of resistance to INGARD
cotton being found in the field.

A major reason to protect INGARD cotton
against insect resistance is the upcoming
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commercial release of new transgenic varieties.
The two-gene cottons, using the trade name
Bollgard 11®, feature the gene used in INGARD
cotton and a second which is similar but works
with a different mode of action. If resistance
to INGARD had been allowed to develop, the
new varieties would have effectively delivered
the same protection as single-gene cotton,
rather than having enhanced efficacy. With
two-modes of action, the risk of resistance
developing to the new varieties is greatly
reduced. This means that the technology can
be used over a much wider area, rather than
being restricted to just 30 per cent of
production as INGARD is today. Widespread
usage of transgenic technology is likely to
reduce the amount of broad-spectrum
chemicals applied even further, improving the
environmental performance and sustainability
of the cotton industry. These transgenic plants
produce an additional protein which is toxic to
the Helicoverpa caterpillars while the fibre and
oil produced by these plants is exactly the
same as fibre and oil from conventional
cotton. Fibre and oil do not contain protein.
The development of two-gene cottons in
Australia has been supported by the
Corporation, particularly through ongoing
funding for the CSIRO Australian cotton
breeding program.

Strategy 2: Improve chemical and
non-chemical management of
diseases and weeds

The cotton disease Fusarium Wilt continues to
be a major threat for the industry. To ensure
the issue is being tackled appropriately the
Corporation held a major review of Fusarium-

related research and development. The review
was conducted by plant pathologist Dr Pat
Colyer from Louisiana, USA. Dr Colyer toured
research sites, areas affected by Fusarium and
was guest speaker at a two-day Fusarium and
Biotechnology workshop held in Brisbane in
February.

Among Dr Colyer's findings was a need for
Fusarium researchers to have access to a
diagnostic tool which would detect the
presence of the disease in the field. To fast
track the development of such a tool the
Corporation has funded a technical assistant
to increase the amount of sampling work
which can be done, and is jointly funding the
purchase of new equipment to process the
samples. This additional input should allow the
tool to be developed 12 months earlier that
had been anticipated.

In an effort to find appropriate control
strategies for the disease the Corporation has
been funding research into potential biocontrol
products. Large-scale trials conducted during
the year showed no significant difference in
seedling survival or yield in the six trials
assessed. The conclusions from the research
are that at this stage biocontrol products are
too variable in performance to offer a product
for the field. The Board has decided to refocus
the Fusarium work. Plant breeding and
biotechnology is believed to hold the best
long-term options for control of this disease.

The Corporation is continuing to fund
investigations into Australian native cottons
for resistance to Fusarium. Testing of the
native cotton species is only in the early stages
but the latest data indicate that one species,

o



Sturt's Desert Rose, may be more resistant to
fusarium wilt than some of the current cotton
cultivars. Native cotton species, however, are
genetically different from commercial cotton
varieties and the two do not interbreed
naturally. If Sturt's Desert Rose does have
useful resistance genes, transferring them to
cotton cultivars will be challenging; research
into the best way to do this has already begun.

Within the Weeds research program the
Corporation and the Australian Cotton CRC
have recognised that there was a need to
encourage greater collaboration between
researchers. The development of WeedPAK, a
resource kit for growers to improve the
management of weeds on farm, has been a big
step forward in this regard. To further assist
the process the Corporation held a workshop
to examine improving the focus and
coordination of research now underway and to
discuss future requirements.

As with insect management, transgenic
cottons are likely to have a major impact on
the management of weeds. The first herbicide-
tolerant cotton varieties are now widely
available and being quickly adopted. Roundup
Ready® cotton includes a genetic trait that
confers a degree of tolerance to the knock-
down herbicide Roundup®. Approximately one
quarter of the area planted to cotton in
Australia in the 2001/02 season was Roundup
Ready. This was a dramatic increase on the
previous season where extremely limited seed
stocks saw a very small number of fields
planted to Roundup Ready, and mostly for
seed increase.
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The introduction of herbicide-tolerant cottons
provides farmers with more options for weed
control. Traditionally residual herbicides have
been used prior to planting to control weeds
throughout the early part of the growing
season, with cultivation or band spraying
between the rows or manual chipping in-row
to clean fields during the initial growth stages.
Applying residual herbicides increases the risks
of off-target movement of chemicals, through
sediment or water run-off should major rain
events occur. Additional cultivation increases
the risk of soil compaction, while manual
chipping is increasingly expensive as labour
costs rise. Using Roundup Ready cotton
farmers can manage weeds throughout a field
with Roundup applied during seedling or small
plant stages. As Roundup is not a residual
chemical this reduces the risk of
environmental contamination through off-field
movement of soil or water. This technology will
reduce the industry's dependence on residual
herbicides, but the Corporation will be closely
monitoring the situation as part of the effort
to achieve an overall reduction in herbicide
use, and to avoid an over-reliance on any one
technology.

Strategy 3: Develop and assist the
adoption of holistic environmental
management systems encompassing
relevant catchment management
strategies

The Corporation has been investigating and
funding the development of environmental
management systems for more than 10 years.
The flagship for the Corporation and the
industry is the Best Management Practices

o
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Program. This program continues to lead the
way for the industry-wide adoption of flexible
environmental management strategies. About
40 per cent of Australian cotton is produced
on properties that have been accredited under
then Best Management Practices Audit
Program. The BMP Program is also winning
approval from manufacturers and retailers of
cotton products who are looking for an edge
in the market and value the environmental
improvements made in the Australian cotton
industry. The Program continues to be
developed, sections updated and new modules,
including Petrochemical Storage and Handling,
incorporated into the system.

The Development of the Best
Management Practices Program,
1991-2002

1991

[ Proposals for greater regulation of
irrigation and storm water runoff from
irrigation farms to minimise pesticides
movement into riverine systems.

1 July, Moree — Cotton Industry Response —
Workshop "Environmental Considerations
of Surface Runoff from Cotton farms" One
of the recommendations was for a further
workshop to review research progress in
this area.

1 CRDC and Land and Water Resources RDC
jointly commissioned the report "The
Impact of Pesticides on the Riverine
Environment with Specific Reference to
Cotton Growing" (Barrett, Peterson and
Bately, 1991)

1992

[ May, Goondiwindi — Workshop to assess
and confirm research priorities and to co-
ordinate research. Cooperative venture by
Murray Darling Basin Commission, Land
and Water Resources RDC, Irrigation
Association of Australia and CRDC.

1993

(1 July = Joint research and development
program funded by Land and Water
Resources RDC, Murray Darling Basin
Commission and CRDC commences:
"Minimising the Impact of Pesticides on the
Riverine Environment, using the Cotton
Industry as a Model". The program runs
through until 1998.

1996

[ Best Management Practices Pilot Study
begins

1997

[0 October — Best Management Practices
Seminar. Launch of the Australian Cotton
Industry Best Management Practices
Manual (1st edition).

1 November — Manual becomes available to
growers and industry-wide on-farm
implementation of BMP begins

1998

[ January — training meeting for CRC
Extension team and Cotton Australia Area
Managers to plan and coordinate regional
implementation meetings.
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August — CRDC Board approved BMP Audit July, Dalby — First Environmental Auditor
pilot study to investigate auditing cotton Course for industry auditors

rowers against the BMP manual S -
g g 1 April — Pilot Auditing program began on

October — CRDC finalises grower cotton farms with QAS and industry
participants in BMP Audit Pilot Study support person conducting BMP audits on

. farm throughout the cotton growin
1 BMP Introductory Workshops conducted in g g g

all cotton valleys by CRC Extension team
and Cotton Australia 1 May to August — 124 BMP Introductory

region.

Workshops were conducted with a total of

1 December — "Good Neighbours" program
2140 attendees

launched at Goondiwindi by Queensland
and New South Wales Premiers September — Follow up BMP workshops run

. for the rest of the year
1 Endosulfan issues occur y

1 34 BMP Audits conducted of growers
1999 participating in the pilot audit program.
[ January — BMP Implementation Co-
. . 2000
ordinator appointed

. [ Follow up BMP workshops run throughout
1 BMP Management Committee develops the P P g

. the year
concept of "Spray and Drift Management y
Plans" in response to the endosulfan crisis. 1 October — 2nd Edition of the BMP manual
released

1 May — appointment of 3 BMP Facilitators to
organise and run BMP and Spray & Drift 1 93 BMP audits conducted in the year
Management Plan Workshops.

Figure 3.4 BMP Audits 1999-2002
250 -

I Initial audits
Certification audits
200 F Surveillance audit
150 |
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50 |
L
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2001

[0 January — Independent BMP Audit Office
opened to administer the BMP audits

Implementation focus is on "One to One"
grower visits by Cotton Australia Grower
Services Managers.

155 BMP audits conducted during the year

2002 to July

[0 Petro-Chemical Storage and Handling
Module final draft completed.

[ 72 BMP audits conducted to mid-year.

Almost every Australian cotton grower has
received a copy of the Best Management
Practices Manual and instruction on how to
use it to improve farm practices. Participation
in the Audit Program is continuing to grow.
Approximately 20 per cent of cotton growers
have now been audited under the Best
Management Practices Audit Program,
representing some 40 per cent of cotton
production in Australia. As a rigorous check of
progress against the principles of Best
Management Practices the Audit component
involves three stages. The first is an initial
audit to establish the baseline for that grower.
Minimum standards for the first audit are
legislative compliance. The second stage
provides certification for a grower that they
are progressing along a path of continual
improvement in farm and environmental
management. This second check occurs within
18 months of the first audit. The third and
then subsequent audits confirm that the

grower continues to apply and practice the
principles of the BMP Program.

The Corporation investigates many aspects of
crop, farm and environmental management in
specific terms. The research programs of Best
Management Practices and Environment and
Farming Systems and Agronomy collate
individual research results to develop broader
scale strategies for industry adoption. Interest
in environmental management and farming
systems approaches has been steadily rising
within the industry. The Corporation is
continuing to respond as a coordinating body
for this work.

Through the year the Corporation began a
process to identify the range of biodiversity
found on cotton farms, including in field, in
the soil and in riparian zones. A meeting was
held in the Gwydir Valley bringing together
major players in this research, including Land
and Water Australia, the Australian Cotton
CRC, the NSW Department of Land and Water
Conservation and the University of New
England. The gathering examined the research
which had already been conducted into
ecosystems services in the Gwydir Valley, as
well as working to identify future joint
research opportunities. Since this meeting
some new biodiversity research has
commenced.
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Performance Measures —
Sustainability

Quality: All projects assessed and performance
reviewed by industry (Australian Cotton
Growers' Research Association — ACGRA)

Each year the CRDC's industry stakeholder, the
Australian Cotton Growers' Research
Association, reviews project applications
received for consideration in the main round
of funding, as well as reports from continuing
projects. Recommendations from this review
process are presented to the Corporation's
Board prior to the project evaluation and
budget meeting.

Workshops, Seminars, Conferences

Direct Funding or Coordination
Contribution

Best Management Practices Review Seminar,
August 2001, Brishane, QId

Cotton Variety Protocol Workshop, September
2001, Narrabri, NSW

Integrated Pest Management and Area Wide
Management Focus Groups, October 2001,
various locations

Performance Information for Outputs

Output 1 — PBS 2001-02
Sustainability

Price: $7,447,275

Quantity: 69.6 projects*
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Farming Systems Forum, Soil Health, December
2001, Narrabri, NSW

Cotton in Northern Australia Review, December
2001, Darwin, NT

Biodiversity Forum, February 2002, Moree, NSW

Fusarium and Biotechnology Review, February
2002, Brishane, Qld

Best Management Practices Training Update,
May 2002, Narrabri, NSW

Environmental Management Systems Auditor
Training Course, May 2002, Narrabri, NSW

Silverleaf Whitefly Workshop, May 2002,
Lippia Workshop, June 2002, Narrabri, NSW
SOILpak Workshop, June 2002, Hillston, NSW

Extension Review and Planning Workshop, June
2002, Brishane, Qld

Other inputs

Australian Cotton Cooperative Research Centre
Cotton Production Course, all year

Actual 2001-02
Quantity: 105.4
Price: $7,254,348

*The CRDC operates a comprehensive and integrated research program, with many research programs and

even individual projects contributing to more than one Output. This figure represents a pro-rata of projects

across the entire research program.
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Publications

(These items are available from the Cotton
Research and Development Corporation's
office in Narrabri and, where appropriate, from
www.crdc.com.au. They may also be available
from the Technology Resource Centre at the
Australian Cotton Research Institute and the
Australian Cotton CRC's website,
www.cotton.crc.org.au. Publications produced
by the CRDC are generally made available to
the industry free of charge.)

Insecticide Resistance Management Strategy
Cards, 2001/02 Season, Printed Reference
Cards, September 2001

A Guide to the INGARD® Resistance
Management Plan, Printed Booklet, October
2001

Proceedings of the Farming Systems Forum: Soll
Health, Reference Folder, December 2002

Rotation Crops and Cotton, Poster, February
2002

Managing Cotton Farm Safety Manual,
Reference Folder, April 2002

Meeting the Fusarium Challenge, article in the
Australian Cottongrower by S. Tingay, May
2002

Alternative Irrigation Systems in the Australian
Cotton Industry, Printed Booklet, May 2002

Performance of INGARD® Cotton In Australia
during the 2000/2001 Season, Printed Booklet,
2002

Output Group 2:
Profitability and
Competitiveness

Research, Development and Technology
Transfer to increase farming efficiency,
improve pest control and reduce costs

throughout the production chain.

True sustainability of cotton production in
Australia will rely not only on protecting the
natural resource base, but also on the crop
continuing to be a viable option for producers
and the industries that support them. Viability
is a factor of the costs of production and
prices that can be achieved. To maximise profit
margins growers must manage input costs and
potential production through a variety of
management strategies. Cost efficiency does
not necessarily require high cost, but the most
efficient strategies may present greater real or
perceived risk for farmers. While growers can
control input costs through management, the
final price paid for their cotton is affected by a
range of elements well beyond the control of
any individual. Australian cotton is sold on the
world market and, unlike some major
competitors, is not subject to any form of price
protection. The price is also affected by
exchange rates, as are many inputs for
production. In this environment the
Corporation sees the key areas of involvements
are developing the quality of the Australian
production to maintain market access, deliver a
product required by cotton purchasers and
consumers and to achieve premiums wherever
possible. The CRDC has also taken a supporting
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role to the Government and the Australian
Cotton Industry Council in efforts to reduce
price distortions and trade barriers around the
world.

The Corporation's activities under the
Profitability Output address the statutory
objective of increasing economic benefits for
the industry and the general community in
general. The broad range of research,
development and technology transfer covers a
number of the Federal Government's priorities
for Rural Research and Development
Corporations including taking a whole-of-
industry approach, using biotechnology but
being mindful of community concerns, being
involved in trade and market access
negotiations, maintaining and enhancing
Australia's clean and green image, and food
safety.

Under the revised Strategic Plan the
Corporation has identified two strategies to
assist the industry improve profitability and
increase competitiveness. These are:

[ Strategy 4: Improve farm management
strategies

Strategy 5: Improve potential returns
throughout the production chain and assist
the development of market opportunities.

Eight of the CRDC's 11 research programs are
considered to have a direct impact on the
progress towards this Output. These programs
are Insect Management, Diseases and Weeds,
Soils, Water, Best Management Practices and
Environment, Processing and Market, Plant
Breeding and Biotechnology, and Farming
Systems and Agronomy. As with the
Sustainability Output, the Technology Transfer
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and Extension program also provides support
for the other activities to deliver technology to
the industry. More than $5.3 million or

36 per cent of the Corporation's budget was
directed to improving during the reporting
year, including $4.7 million in direct research
grants with an additional $270,000 in research
related activities including seminars,
workshops and communications.

Strategy 4: Improve Farm
Management Strategies

To encourage the adoption of new
management strategies and techniques, it is
important to demonstrate not only that they
work efficiently, effectively and better than
traditional practices, but that the new tools are
economically viable as well. To this end the
Corporation has supported a number of
projects through the year.

The introduction and adoption of Integrated
Pest Management and Area Wide Management
of insects is having a dramatic impact on the
industry, and is changing the face of cotton in
Australia. These strategies have proven to be
environmentally and media friendly, and
research conducted over several years is
confirming that taking a 'soft' approach to
insect management can also be very good for
overall crop profitability. Because Integrated
Pest Management involves enhancing natural
processes, results are never as quick or clear as
an applied broad-spectrum pesticide.
Combined with more expensive selective
chemicals and the risks of taking an IPM line
can appear to be greater than traditional
strategies. However, CRDC-supported studies
into the economics of Integrated Pest

o
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Management demonstrate that while some
costs increase, the overall reduction in applied
pesticide does not impact on gross margins. In
many cases the profit margins are improved.
This research has been independently validated
by Chris Wicks from Regional Financial
Solutions in Toowoomba. Mr Wicks reviewed
the management strategies of clients of the
Darling Downs, including direct field to field
comparisons. In his paper to the 11th
Australian Cotton Conference, Mr Wicks said
the cotton growers who were achieving the
best return on investment were using careful
management to control insect pests, including
relying on Integrated Pest Management in
particular where control from beneficial insects
was encouraged through careful use of non-
disruptive insecticide options.

Benchmarking is an important tool to lift
performance as it provides growers and
consultants with tools to measure their
performance directly against industry and
valley average and top performers. Breaking
the information down can help to identify a
variety of areas for improvement. For many
years Boyce Chartered Accountants have been
producing a restricted annual report of the
performance of cotton growing clients.
Recognising the value in this work the
Corporation has funded Boyce to broaden the
scope of their report to incorporate additional
data from the major cotton growing valleys,
and to make the report more widely available.
This report highlights the differences in
performance between the industry average and
the top 20 per cent of growers in each
category. For example, the average yield
reported in 2001 was 7.9 bales per hectare, at

an average price of $440 (average income
$3476 per hectare) with an average operating
cost of $2839 per hectare. But the top 20 per
cent of growers achieved 8.83 hales per
hectare, at an average price of $449 (average
income $3965 per hectare) with an average
operating cost of $2671 per hectare. While
there are many factors at work, the report
does highlight areas of significant difference
between average and the top 20 per cent of
growers to enable growers to identify the steps
they can take to improve profitability.

Securing the profitability of growers is of
increasing importance for the industry. One
strategy for this has been increasing yields.
Combining a progressive breeding program
which has yield improvement as a key target,
with management strategies focusing on
achieving the best yield for least input has
been a winning strategy for the industry, the
research program and the Corporation. Our
farmers are more efficient and competitive
than any others in the world. They will need to
continue to be, as long term trends have
shown yield increases have not kept pace with
the rising costs of production, nor offset the
impacts of low world prices.

The introduction of transgenic varieties is also
changing the profitability equation for
growers. INGARD® cotton varieties, with built-
in protection against the key insect pest of
cotton, require about half of the chemical
applications needed for producing
conventional cotton and are, on average, less
expensive to produce than conventional cotton
when insect pressure is low. The introduction
of two-gene transgenic cotton is expected to
reduce the requirement for applied chemical
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even further, but unless the varieties are priced
competitively they may have slower than
anticipated adoption in industry. Roundup
Ready® Cotton, varieties with a degree of
tolerance to the herbicide Roundup® have
been quickly taken up by the industry and
about one quarter of the area planted to
cotton in 2001/02 was Roundup Ready®.

The Corporation, in conjunction with the
Australian Cotton CRC, again coordinated and
funded the popular and informative Farming
Systems Forum. These forums bring together
researchers and industry to examine aspects of
the farming systems jigsaw, to ensure a
coordinated approach is taken in the research
effort. The issue of soil health has been raised
by industry and is becoming a much higher
priority for growers. In response the Farming
Systems Forum held in December 2001 focused
on this issue. The Forum highlighted different
approaches being taken, the strength of
knowledge on particular aspects, and the lack
of a holistic understanding of the processes
driving a healthy soil system. A significant
result from the Forum was seen during the
Corporation's application and funding
processes when a number of well-defined
projects were put before the Board for
consideration, and the majority were
successful.

Strategy 5: Improve potential returns
throughout the production chain and
assist the development of market
opportunities

This strategy involves improving the current
product to increase its marketability, the
development of new products meeting market
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demands and supporting the efforts of
Government and industry to rebalance world
trade.

Australian cotton is well-known and desired by
cotton spinners for its quality and consistency.
However, like other mechanised countries the
industrialised production processes of cotton
growing in Australia introduce potential for
fibre damage and impurities. The Corporation
has been investigating this issue in a major
comparative study investigating the
production chain from field to fabric. This
project has already identified a number of
sources of impurities and strategies to combat
them. It is continuing to study the impact of
the cotton ginning process on fibre quality and
will feed information into the development of
strategies to maximise quality throughout the
chain.

Cottonseed oil is a significant commaodity in its
own right. The oil is the basis for many
blended vegetable oils and margarines.
However, the processing of cottonseed into oil
involves procedures which can produce
cholesterol-raising trans fatty acids. A team
from CSIRO Plant Industry has created, with
CRDC support, the world's first cotton plants
that have been modified to produce healthier
oils. The seeds from the new cotton plants do
not require the same processing as the cotton
varieties that are now available, and the oils
will not contain the trans fatty acids. The seed
oil industry has expressed a great deal of
interest in this project, which could see
cottonseed oil capture a larger share of the
market. The group is now waiting on approval
from the Office of the Gene Technology
Regulator to begin field trials. Before being
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introduced to the industry the new varieties
would join the Australian cotton breeding
program to ensure they delivered in regards to
yield, fibre quality and agronomic performance
as well as produce healthier oil.

The world cotton market continues to be
highly distorted by trade barriers and
production subsidies. The Corporation, with the
support of the Australian Cotton Industry
Council, commissioned the Centre for
International Economics in Canberra to
produce two analyses on the situation, as a
follow-up to the Trade Distortions and Cotton
Markets report produced last year. These
analyses examined the ongoing impact of
trade distortions on cotton prices and
Australian producers, and the affect of
currency fluctuations. Australian cotton
farmers do not receive any price support or
production subsidies and so are greatly
affected by movement in the world cotton
price. The Centre for International Economics
found that subsidies for producers, particularly
those in the US, worked to force the price of
cotton down. Subsidised producers are
insulated from the supply and demand signals
of the market, their production is driven by the
availahility of government assistance rather
than the requirements of consumers and
production is generally greater than it would
have been otherwise. High levels of production
mean more cotton on the world market and a
lower world price. The new US Farm Bill is
expected to worsen the situation.

Australian cotton growers often face an
argument from US counterparts that the low
Australian dollar is a form of subsidy it itself.
However, the Centre for International
Economics has refuted this suggestion on a

number of fronts, not the least of which is
that the industry itself has no control over
currency fluctuations. As the link between
commodity output and the value of the dollar
has weakened, the currency has become much
more volatile. This volatility increases risk for
farmers, creating a greater need for investment
in risk management tools such as currency
hedging. Adding to this is the fact that many
inputs into cotton production in Australia are
imported and purchased in US dollars,
particularly items of large capital investment.
The Centre for International Economics reports
that the Australian cotton industry is actually
exposed by the currency rather than protected.
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Performance Measures — 1 Cotton in Northern Australia Review,
profitabi”ty and December 2001, Darwin, NT

Com petltlveness Intellectual Property Seminar, December
Quality: All projects assessed and performance 2001, Canberra, ACT

reviewed by industry (Australian Cotton "1 Biodiversity Forum, February 2002, Moree,

Growers' Research Association — ACGRA) NSW

Each year the CRDC's industry stakeholder, the " Fusarium and Biotechnology Review,
Australian Cotton Growers' Research February 2002, Brisbane, Qld

Association, reviews project applications
Silverleaf Whitefly Workshop, May 2002,

Emerald, QId

received for consideration in the main round
of funding, as well as reports from continuing
projects. Recommendations from this review ©1 Lippia Workshop, June 2002, Narrabri, NSW
process are presented to the Corporation's

Board prior to the project evaluation and SoilPAK Workshop, June 2002, Hillston,

budget meeting. NSW

1 National Cotton Extension Team Annual

Workshops, Seminars, Conferences Review and Planning Workshop, June 2002,
Direct Funding or Coordination Brisbane, Qld
"1 Cotton Variety Protocol Workshop, Other input
September 2001, Narrabri, NSW Australian Cotton Cooperative Research
" Integrated Pest Management and Area Wide Centre Cotton Production Course, all year

Management Focus Groups, October 2001, blicati
various locations Publications
(These items are available from the Cotton

Farming Systems Forum, Soil Health,
Research and Development Corporation's

December 2001, Narrabri, NSW

Performance Information for Outputs

Output 2 — PBS 2001-02 Actual 2001-02
Profitability and Quantity: 56.6 projects* Quantity: 78.6
International Price: $6,068,018 Price: $5,328,340
Competitiveness

*The CRDC operates a comprehensive and integrated research program, with many research programs and
even individual projects contributing to more than one Output. This figure represents a pro-rata of projects
across the entire research program.
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office in Narrabri and, where appropriate, from Output Group 3:

wwwi.crdc.com.au. They may also be available People and Communities
from the Technology Resource Centre at the

Australian Cotton Research Institute and the
Australian Cotton CRC's website,

Research, Development and Technology

www.cotton.crc.org.au. Publications produced Transfer to ensure maximum benefit for the

by the CRDC are generally made available to industry and the community.
the industry free of charge.)

[l Insecticide Resistance Management The third measure of the Triple Bottom Line is
Strategy Cards, 2001/02 Season, Printed the social or human impact of an industry or
Reference Cards, September 2001 program of expenditure. The cotton industry

' AGuide to the INGARDE® Resistance has trad@pna}ly contributed heaV|Iy'to
Management Plan, Printed Booklet, October communities in and around production areas
2001 as the crop is more intensive and closely

monitored than most agricultural commodities.

~ Proceedings of the Farming Systems Forum:  jthin the industry there is a requirement for
Soil Health, Reference Folder, December

2001

a broad range of skills and services creating
employment opportunities and flow-on
" Rotation Crops and Cotton, Poster, February ~ economic benefits for rural and regional

2002 communities. The industry has a strong focus
on technology and technical information, and
puts a high value on the network of
researchers, industry development officers and

[ 'Meeting the Fusarium Challenge', article in
the Australian Cottongrower by S. Tingay,

May 2002 private consultants.

1 Managing Cotton Farm Safety Manual,
Reference Folder, April 2002

Human resources form the basis of the
research community, and the foundation for

[ Alternative Irrigation Systems in the innovation. By ensuring researchers are well
Australian Cotton Industry, Printed Booklet, ~ supported and encouraged within their
May 2002 activities, the Corporation aims to foster

creativity and innovation.

Cotton Comparative Analysis 2000/01 Crop,
Printed Booklet, May 2002 The Output is addressing the Statutory

objective of making more effective use of
[0 Performance of INGARD Cotton In Australia

during the 2000/01 Season, Printed Booklet,
2002

human resources and skills, and the Federal
Government's priority of encouraging
creativity and innovation within the industry's
human resources. The Output is aiming to
encourage and support viable regional
communities enjoying the flow-on benefits of
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improved sustainability and increased
profitability.

Three strategies have been identified under the
revised Strategic Plan to address this Ouptut.
These are:

[ Strategy 6: Assess economic, environmental
and social impacts on regional communities
and the nation; identify and develop
appropriate involvement opportunities

Strategy 7: Involve industry personnel in
regional adaptation of research, and
effectively transfer new techniques,
strategies and discoveries

Strategy 8: Develop and engage creative,
innovative and highly trained human
resource.

More than $2 million of expenditure
contributed to this Output during the
reporting year, 14 per cent of the Corporation's
research budget, including $1.8 million in
direct research grants and $101,000 in
research related activities. The Corporation
estimates contributions to this Output are
drawn from five research programs including
Best Management Practices and Environment,
Community and Economics, Processing and
Market, Technology Transfer and Extension,
and Human Resources.
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Strategy 6: Assess economic,
environmental and social impacts on
regional communities and the nation;
identify and develop appropriate
involvement opportunities

The Cotton Comparative Analysis Report for
the 2000/01 Crop produced by Boyce
Chartered Accountants shows cotton growers
spent an average of $292 per hectare on
wages. Extrapolated across the industry this
means Australian cotton farmers directly
contributed $146.2 million to rural and
regional economies in cotton growing areas
through wages alone. This figure excludes the
$42 million spent across the industry on
chippers, $20.5 million for consultants, $85
million on contract picking and $36.5 million
for contract farming and ripping. It also does
not take into account the millions spent
annually on farm supplies and other services.
All of this adds up to major economic and
social inputs and impact on the communities
in cotton area and larger regional centres
including Toowoomba, Tamworth and Dubbo.

Because 95 per cent of Australia's cotton
production is exported, cotton communities
are also affected by distortions in the world
cotton market. The Centre for International
Economics, as part of an analysis into trade
distortions and cotton markets, found that
decline in rural communities could be linked
with long-term reductions in the price of
commaodities such as cotton. A rebalanced
world cotton market without distortionist
practices would see the world cotton price rise,
improved incomes for Australian producers
and potential for job creation. An increase in
the world cotton price would not only benefit
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Australian producers and cotton communities,
but also producers and communities in some
of the world's poorest nations who rely on
agricultural exports.

The environmental impacts of the cotton
industry are generally harder to quantify. In an
effort to review the progress of the industry
during the last 10 years the Corporation, in
conjunction with Cotton Australia, is
progressing the second Environmental Audit of
the cotton industry. The development of Best
Management Practices has had a significant
impact on the industry and the techniques for
managing pesticide application, chemical
storage and stormwater. The second
Environmental Audit will provide the industry
with a progress report and identify areas that
require additional work.

Occupational health and safety is a significant
issue in the cotton industry, as it is for all
industries. The Corporation has identified
occupational health and safety of farmers,
farm workers and farm contractors as an area
that could be improved. Accordingly the
Corporation supported the Australian Centre
for Agricultural Health and Safety and
FarmSafe Australia to establish the Managing
Cotton Farm Safety Manual and training
package for cotton farmers and farm
managers. This package is the first of its kind
in Australian agriculture and is being used as a
model for a number of other industries. The
aim is to enable farmers to identify the risks
on their own properties and then manage
those risks appropriately.

Harvest time can be the most dangerous part
of the season for farm staff working on cotton
pickers and module builders. To provide

growers with a tool to properly induct new
workers and prepare experienced employees
for the harvest season, the Corporation has
funded the development of a video which
examines the risks associated with harvesting
cotton. The video has been designed to be used
as part of a broader training session to ensure
all workers on a particular property are fully
aware of the risks and procedures used on that
property before work starts.

The Corporation has been a partner in the
Rural Industries Research and Development
Corporation-managed 'Farm Health and Safety
Joint Research Venture' from 1998 to 2002.
This is a joint venture between a number of
rural research and development organisations
and has contributed to the development of
better national data sets and monitoring
systems for rural, especially farm, workers. A
new strategy plan for this joint venture has
been developed and the Corporation continues
its enthusiastic support for it.

The Women's Industry Network for Cotton
(WinCott) was formed several years ago to
assist women in the industry to learn more
about cotton in Australia and to facilitate the
involvement of women in industry
organisations. The network, whose primary
focus is communication between members,
was refocused this year to ensure that it
continues to be relevant to members. The
Corporation remains supportive of the network
and is assisting with meeting costs and staff
support. Additionally the Corporation has
funded two positions for women from the
cotton industry to join a delegation to the
World Rural Women's Congress to be held in
Madrid during October 2002.
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Strategy 7: Involve industry
personnel in regional adaptation of
research, and effectively transfer new
techniques, strategies and discoveries

More than $1 million was spent in the
Technology Transfer and Extension research
program during 2001/02, about 8 per cent of
the Corporation's research budget. The
Corporation takes a coordinated approach to
technology transfer and funds Industry
Development Officers in most production
areas. The Industry Development Officers act
as the link between the research community
and growers, providing information, advice and
conducting local trials of new varieties and
techniques. An example of the esteem with
which the industry values the extension
officers came at the 11th Australian Cotton
Conference in Brishane, August 2002, when
Industry Development Officer for Emerald Mr
David Kelly was awarded the Researcher of the
Year Award for 2002. This is the first time an
extension officer has received this prestigious
award.

The Industry Development Officers form part
of the National Cotton Extension Team, which
includes District Agronomists, Water Use
Efficiency Officers and extension related staff
from the CRDC. The team is headed by the
National Cotton Extension Coordinator, a
position which is also funded by the
Corporation. The Coordinator provides
leadership, direction and support for the
Extension Team, whose members may be
located well away from other researchers or
research facilities.
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The Corporation's policy of funding positions
for Trainee Industry Development Officers has
proven very successful, with initial trainees
able to move into positions as existing officers
have gone on maternity leave or resigned.
Funding is currently provided for two trainee
positions, one in NSW based at the Australian
Cotton Research Institute and one in
Queensland based in Emerald.

Much of the success of the industry can been
attributed to major efforts to localise research
findings. While field trials continue to be
important in each area, by combining historical
data with sophisticated technology a range of
models have been created and are now greatly
assisting the research effort. The Corporation
has invested in a number of projects
developing models for the industry, and these
have been used as a basis for the development
of decision support tools and software. The
value in modeling lies in its ability to provide
accurate results based on a range of variables,
the equivalent of conducting many years of
field trials. An important part of the process to
develop these models is complementary
research to ground truth the outcomes.

A survey investigating the usage and usability
of the printed and electronic information
resources produced by the Corporation and the
Australian Cotton CRC found most of these
resources are well used in the industry. The
survey asked growers and consultants about a
number of resource packages and delivery
methods and found that 98 per cent of
respondents believed the resources were either
worthwhile or very worthwhile. Good quality
written packages are still very popular but
Internet use of resources is increasing. The
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survey revealed that 91 per cent of
respondents had access to the Internet and of
that number, 61 per cent used Internet or
email daily. When new information is provided
to the industry, an associated workshop,
meeting or field day is highly valued as a form
of making users aware of the information. The
results will be used to ensure future products
are appropriately designed for the intended
audience.

Strategy 8: Develop and engage
creative, innovative and highly
trained human resources.

The Corporation places a lot of emphasis on
ensuring researchers in the cotton industry are
well supported and encouraged within their
activities. Each year a number of opportunities
for researchers to participate in national and
international exchanges are funded. The
Corporation encourages and regularly provides
support for researchers to attend the biennial
Australian Cotton Conference. As part of its
budget for the 2002/03 year the Corporation,
in conjunction with the Cotton CRC, has set
aside funding to support a group of Australian
researchers to travel to the World Cotton
Research Conference IIl in Cape Town, South
Africa during March 2003. Appropriate
scientific exchange travel can give researchers
inspiration, education and professional
development. Corporation-funded researchers
are encouraged to find and keep up with the
best in the world, in order to improve upon it.

Each year a number of post graduate
scholarships and post doctoral fellowships are
awarded by the Corporation to assist young

scientists to enter the industry. The
Corporation has found that the positive
involvement of industry and their appreciation
of the research effort provides a great deal of
encouragement for new researchers, and builds
a strong loyalty to the cotton industry. The
Corporation provided funding for 26 post
graduate researchers during the 2001/02
reporting year. Corporation staff also supervise
and support a number of Honours and PhD
students.

Where appropriate through the year the
Corporation provides a range of other
opportunities for training and development for
members of the broader industry. This may be
facilitated through organisations such as
WinCott or the Australian Cotton Growers
Research Association.
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Performance Measures —
People and Communities

Quality: All projects assessed and performance
reviewed by industry (Australian Cotton
Growers' Research Association — ACGRA)

Each year the CRDC's industry stakeholder, the
Australian Cotton Growers' Research
Association, reviews project applications
received for consideration in the main round
of funding, as well as reports from continuing
projects. Recommendations from this review
process are presented to the Corporation's
Board prior to the project evaluation and
budget meeting.

Workshops, Seminars, Conferences

Direct Funding or Coordination
Contribution

1 Best Management Practices Training
Update, May 2002, Narrabri, NSW

Environmental Management Systems
Auditor Training Course, May 2002,
Narrabri, NSW

SoilPAK Workshop, May 2002, Hillston, NSW

Performance Information for Outputs

Output 3 — PBS 2001-02
People and Quantity: 18.8 projects*
Communities Price: $2,027,176
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[ National Cotton Extension Team Review and
Planning Workshop, June 2002, Brishane,

0ld

Other Inputs

1 Australian Cotton Cooperative Research
Centre Cotton Production Course, all year

One-day lecture for Agriculture Students,
April 2002, Sydney University, NSW

Publications

(These items are available from the Cotton
Research and Development Corporation's
office in Narrabri and, where appropriate, from
www.crdc.com.au. They may also be available
from the Technology Resource Centre at the
Australian Cotton Research Institute and the
Australian Cotton CRC's website,
www.cotton.crc.org.au. Publications produced
by the CRDC are generally made available to
the industry free of charge.)

(1 Safety at Harvest, Video, March 2002

Managing Cotton Farm Safety Manual,
Reference Folder, April 2002

1 Cotton Comparative Analysis 2000/01 Crop,
Printed Booklet, May 2002

Actual 2001-02
Quantity: 28 projects
Price: $2,026,667

*The CRDC operates a comprehensive and integrated research program, with many research programs and

even individual projects contributing to more than one Output. This figure represents a pro-rata of projects

across the entire research program.
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CORPORATE GOVERNANCE

Corporate Governance
Practices Statement

The Cotton Research and Development
Corporation is committed to the highest levels
of corporate governance. This commitment has
been written into the Statement of Principles
for the Board, Management and Staff of the
Corporation.

Following appointment to the Board, each
Director is provided with an induction package
as part of the induction procedure. This
package is designed to provide Directors with
an appropriate level of information regarding
the Corporation, its history and operations, and
the rights, responsibilities and obligations of
Directors. Copies of the relevant legislation are
also included in the package. The induction
process for Directors includes visiting the
Corporation's offices in Narrabri to meet with
management and staff for a comprehensive
overview of Corporate activities and practices,
and tours of key industry research facilities.
Where necessary and appropriate the
Corporation sources training for Directors,
either individually or as a group. The Board
generally establishes the need for such
training. An example is Intellectual Property
training that the Board undertook during
October 2001. This training session was also
made available to relevant Staff and research
providers.

The Corporation has developed a Risk
Management Plan as part of its approach to
identifying and managing areas of significant
business risk. The process also involves
consulting widely and participating in
appropriate industry, Rural Research and
Development Corporation and Government
forums to keep fully informed about the
environment in which the Corporation
operates. Situations involving even minor
business risk are fully discussed at a Board
level with policy developed through consensus.
Management and staff have responsibility for
implementing policy as directed by the Board.

The Board has instituted a policy of holding a
focused and facilitated strategic review
sessions in conjunction with Board meetings
wherever possible. These focus on a specific
issue or area of research. Depending on the
topic a variety of speakers and industry
participants may also be invited to attend, to
enable broad discussion and to expose risks
and opportunities for the Corporation and the
industry. During the year the Corporation held
two such sessions, one on water which
involved a appropriate representatives of a
range of industry organisations, and a second
to strategically review the Corporation's
progress and establish future directions.

Responsibility for the establishment and
maintenance of appropriate ethical and
financial management standards rests with the
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Corporation's Audit Committee, in consultation
with the Board. During the year the Chair
reviewed the performance of Directors.

The performance of Directors is also
thoroughly reviewed by the Board Selection
Committee during its deliberations.

The Corporation's reporting processes include
the presentation of a formal report to its
industry stakeholder, the Australian Cotton
Growers' Research Association. Part of this
presentation includes an opportunity for Board
decisions to be questioned and debated.

Board of Directors

The Corporation has a nine-member Board, of
which six are nominated by an independent
Selection Committee established by legislation.
Appointment to the Board is subject to
Ministerial approval. The Minister nominates
and appoints the Chair and the Government
Director. The Board selects the Executive
Director who becomes its ninth member.

Appointment

Directors other than the Executive Director and
the Government Director are appointed for a
term not exceeding three years. The current
term began in November 1999 and expires in
September 2002. The Chair has been
reappointed to September 2004. The
Government Member holds office at the
Minister's pleasure and the Executive Director
during the Corporation's pleasure.

Expertise

Directors are selected from across the industry
business and research communities and
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together they bring expertise in cotton
production, processing, marketing, science,
research and development, business
management, technology transfer,
conservation and management of natural
resources, economics and environmental and
ecological matters.

Directors' Responsibilities

The Board keeps in close contact with the
senior management of the Corporation and
takes a hands-on approach to ensure research
projects are properly focused and meet
contractual requirements. The Directors are
responsible for ensuring that the affairs of the
Corporation are properly managed and for
setting the strategic directions for the
Corporation to follow.

The Board's function include:

Establishing strategic directions and targets

1 Monitoring and evaluating the research and
development needs of the industry and
ensuring the Corporation's research
program is effective in meeting those needs

Approving policies, plans, performance
information and budgets

1 Monitoring policies, procedures and
internal controls to manage business and
financial risk

71 Ensuring compliance with statutory and
legal obligations and corporate governance
standards

Responsibility for the day-to-day management
of the Corporation lies with the Executive
Director and the senior management team. The
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close links between the Board and
management have assisted the development of
a sense of mutual confidence, trust, teamwork
and of a common purpose. Senior
management attend and participate in Board
meetings, with other staff invited to contribute
whenever appropriate.

responsibility based on the individual's
expertise. Under this structure, Directors
review the project applications and reports for
the each program of responsibility and make
subsequent recommendations to the full
Board. Directors are also available to advise
and work with research program coordinators

and other staff to ensure effective

At the first meeting following the Directors'

appointments in 1999, the Board assigned
each Director with a research program of key

Table 4.1 Directors’ Resposibilities

management of Corporation-funded research,
development and extension activities.

PROGRAM  FUNDING SUPPORTING SUPPORTING

CODE PROGRAM DIRECTOR PERSONNEL DIRECTOR

A Insect Management  Neil Forrester Vic Edge Jeff Bidstrup

B Diseases and Weeds  Jim Peacock Sonia Tingay Neil Forrester

C Soils Adam Kay Guy Roth, Richard Browne

Helen Dugdale
D Water Richard Browne Guy Roth, Roberta Brazil
Helen Dugdale

E BMP and Roberta Brazil Guy Roth, Bridget Jackson
Environment Rachel Holloway

F Community and Graeme Hamilton Robin Logan Bridget Jackson
Economics

G Processing and Ralph Schulzé Heather Ball Jeff Bidstrup
Market

H Plant Breeding Jim Peacock Sonia Tingay Jeff Bidstrup
and Biotechnology
Farming Systems Jeff Bidstrup Guy Roth, Richard Browne
and Agronomy Helen Dugdale

J Technology Transfer ~ Adam Kay Bruce Pyke All
and Extension

K Human Resources Bridget Jackson Robin Logan Ralph Schulzé
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Directors as at June 30, 2002

Non-Executive Directors
Chair

Bridget Jackson, appointed November 1999

71 BScAg, MBus

1 Member of the Audit, Remuneration and Strategic Planning
Committees

"1 Director, Cameron Agriculture Pty Ltd, Sydney, NSW.

Ms Jackson is an agricultural consultant with extensive experience in
irrigated agriculture and the management of private farmer-group
projects. Ms Jackson represents CRDC on the Board of the Australian
Cotton CRC and as a director of the Australian Cotton Industry Council.
Director responsible for Human Resources and Supporting Director for
Best Management Practice and the Environment and Community and
Economics.

Jeff Bidstrup, appointed November 1999
I Cotton and Grain Farmer, "Prospect”, Warra, Qld.

Mr Bidstrup operates a cotton and grain property with a strong
emphasis on sustainability and Integrated Pest Management issues. He
also has some experience in downstream processing and marketing.
Director Responsible for Farming Systems and Agronomy and Supporting
Director for Insect Management, Processing and Market, and Plant
Breeding and Biotechnology.
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Roberta Brazil, appointed November 1999

[ BA, LLB, LLM, Grad DipLeg.Prac.
(1 Director Best Rural Pty. Ltd., Brookstead, QId.

Ms Brazil is co-proprietor of Brazil Enterprises producing cotton, grain
and cattle on the Darling Downs and at Goondiwindi in Queensland and
at Larrimah in the Northern Territory. Ms Brazil is currently Chair of Land
and Water Australia. Other appointments include Queensland

representative on the Australian Landcare Council and Chair of the
Condamine Catchment Management Association. She is the Director
with primary responsibility for Best Management Practice and
Environment and Supporting Director for Water.

Richard Browne, appointed November 1999

1 WDA
(1 Deputy Chair, Member of the Audit and Remuneration Committees

[ Regional General Manager, Auscott, Moree, NSW.

Mr Browne has been working in the cotton industry for 35 years, most

of that at a senior management level in corporate agriculture involving
production and processing of cotton. His main interest has been
promoting research and development for the benefit of the industry. He
was Chair of the CRC for Sustainable Cotton Production for the life of
the organisation and was Chair of the Australian Cotton Growers'
Research Association for three terms. Previously a member for the
Cotton Research Council, the forerunner of the CRDC. Director
responsible for Water and Supporting Director for Soils and Farming
Systems and Agronomy.

Neil Forrester, appointed November 1999

[ BScAg. (Hons), PhD
[ Member of the Audit and Intellectual Property Committees

[1 Vice President Entomology, Deltapine International, Narrabri, NSW.

Dr Forrester has extensive field and laboratory research and extension

experience with Pest Management and Resistance Management issues in
a broad range of field crops, specialising in cotton for the last 20 years.
He is the Director with primary responsibility for Pest Management
issues and is the Supporting Director for Diseases and Weeds.
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Adam Kay, appointed November 1999

1 BScAg, DipEd., Grad Cert Rural Science (Cotton Production)

1 Member of the Intellectual Property and Strategic Planning
Committees, Alternate Member of the Audit Committee

1 General Manager, Cotton Seed Distributors, Wee Waa, NSW.

Mr Kay is an experienced extension agronomist who prior to his current
position spent 12 years based in the Macquarie Valley with NSW
Agriculture. Mr Kay is a graduate of the Australian Rural Leadership
Program (Course 2) and during the early 1990s he was awarded a
Churchill Scholarship to study cotton soil management. He has
responsibility for the Soils and Extension research programs.

Jim Peacock, appointed October 1990

1 AC PhD
1 Member of the Intellectual Property and Remuneration Committees

{1 Chief, CSIRO Plant Industry, Canberra, ACT.

Recognised internationally in the field of plant molecular biology and its
application in agriculture, Dr Peacock has been a Director of the CRDC
since its inception and was previously a Director of the Cotton Research
Council. He is also a Director of Gene Shears Pty Ltd. In 2000 Dr Peacock
was received the inaugural Prime Minister's Prize for Science. Dr Peacock
has special responsibility for the areas of Plant Breeding and
Biotechnology and Diseases and Weeds.
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Government Director

Graeme Hamilton, appointed May 2001

1 PhD, DIC
[ Member of the Strategic Planning Committee

(1 Director, Australian Plague Locust Commission, Agriculture Fisheries
and Forestry — Australia, Canberra, ACT.

Having begun professional life as a cotton entomologist, Dr Hamilton
has also worked with horticulture and grains industries both here and
overseas, and now directs the joint Commonwealth/State approach to
locust control. Dr Hamilton has special responsibility for the areas of
Community and Economics and advises the Corporation on Government
policy processes, public administration issues and strategic management.

Executive Director

Ralph Schulzé, appointed October 1990

[ HDA (Hons)

1 Observer to the Audit Committee

Prior to his appointment at the Corporation Mr Schulzé was an
agronomist based in Narrabri with a background in vertically integrated

cotton production and a Director of the Cotton Research Council.
Currently a Director of Cotton Seed Distributors Ltd and a member of the
management committee of the Australian Cotton CRC. With Chair Ms
Jackson, Mr Schulzé represents the Corporation on the Australian Cotton
Industry Council.

Director responsible for Processing and Market, and Supporting Director
for Human Resources.



Appointments after the
reporting year

On September 11 2002 Senator Judith Troeth
announced the appointments to the CRDC
Board for a term from October 1, 2002 to
September 30, 2005. Directors Mr Jeff
Bidstrup, Mr Richard Browne, Dr Neil Forrester
and Mr Adam Kay have been reappointed,
while Ms Roberta Brazil and Dr Jim Peacock
will retire. Ms Kathryn Adams and Dr T.J.
Higgins have been appointed to the Board.

Ms Adams is Executive Director of Planning for
the Queensland Environment Protection
Authority. She has served on several R&D
Corporations and has particular expertise in
environmental planning, business
management, technology law and
microbiology.

Dr Higgins is the Assistant Chief of Plant
Industry at CSIRO. Dr Higgins is a distinguished
research scientist, and has been involved in
plant research for 30 years, specialising in
gene technology for a range of Australian
agricultural ecosystems. He has been involved
in the production of new cotton varieties and
is experienced in administrating R&D and gene
technology.

Conflicts of Interest

In accordance with Section 131 of the Primary
Industries and Energy Research and
Development Act 1989, Directors are appointed
on the basis of their expertise and do not
represent any particular organisation or
interest group. The Board recognises that a
Director's connection with any particular
organisation or interest group does not
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necessarily imply a conflict of interest, and
that it may wish to avail itself of Directors'
individual skills and make use of their
expertise.

The Board reaffirmed in November 1999 to
follow section 54 of the Primary Industries and
Energy Research and Development Act and
section 21 of the Commonwealth Authorities
and Companies Act 1997 regarding disclosure
of interests. A Director who considers that
he/she may have a direct or indirect pecuniary
or non-pecuniary interest in a matter to be
discussed by the Board must disclose the
existence and nature of the interest before the
discussion. Depending on the nature and
significance of the interest Directors may be
required to absent themselves from the
Board's deliberations. The Board has a standing
notice of Director's interests which was
renewed at the meeting in December 2000, is
noted at each Board meeting and updated as
necessary.

The Board is very aware of its responsibilities
regarding conflict of interest and duty of care,
and has adopted a very cautious approach.
This approach has been successful and no
difficulties have been encountered.

Indemnities

The Board has taken the necessary steps to
ensure adequate insurance cover is in place for
Directors and Officers of the Corporation. The
Corporation's insurance cover is provided
through Comcover. The insurance contract
prohibits the CRDC from disclosing the nature
or limit of the liabilities covered, or the
amounts of premiums paid.

o
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Committees

During 2001-2002 the Board operated four
committees — the Audit, Intellectual Property
Remuneration, and Strategic Planning
Committees. The number of sub-committee
meetings is not a reflection of the committee
workload. Much of the work of the sub-
committees is conducted via e-mail and
telephone, rather than through formal
meetings. The Corporation finds this
arrangement to be both effective and
productive.

Audit Committee

Established under section 89 of the Primary
Industries and Energy Research and
Development Act 1989 and section 32 of the
Commonwealth Authorities and Companies Act
1997 the Audit Committee's primary role is to
ensure the Corporation's financial reporting is
a true and fair reflection of our financial
transactions. The committee also provides " a
forum for communication between the
directors, the senior managers of the authority
and the internal and external auditors of the
authority.”

Membership of the committee includes the
Chair Ms Bridget Jackson, and two non-
executive Directors, Mr Richard Browne and Dr
Neil Forrester/Mr Adam Kay. The Executive
Director Mr Ralph Schulzé and the Business
Manager Mrs Robin Logan attended the
meetings as observers. The Audit Committee
met twice during the year.

Intellectual Property Committee

The role of this committee is to review the
Corporation's Intellectual Property policy and
make recommendations to the Board for any

updates. The committee is also responsible for
making recommendations and reporting to the
Board on any Intellectual Property actions
including commercialisation issues
surrounding any of CRDC-funded research and
development activities. The membership of the
committee includes the Chair Ms Bridget
Jackson, Executive Director Mr Ralph Schulzé
and three non-executive directors, Dr Neil
Forrester, Mr Adam Kay and Dr Jim Peacock.
The committee met twice during the year.

Remuneration Committee

This committee consists of the Chair Ms
Bridget Jackson, and two non-executive
Directors, Mr Richard Browne and Dr Jim
Peacock. The Remuneration Committee advises
the Board on the Executive Director's
remuneration and staff remuneration
adjustments. The Committee met once during
the reporting year.

Strategic Planning Committee

The committee is also responsible for
conducting an annual review of the Strategic
Plan and making any recommendations to the
Board for alterations. The committee include
the Chair Ms Bridget Jackson, the Government
Director Dr Graeme Hamilton, non-executive
director Mr Adam Kay and the
Communications Manager Mr Tim Lester. The
committee did not meet specifically during the
year however Directors and Staff took part in a
facilitated strategic review and planning
workshop in February 2002. This session was
aimed at identify risks and opportunities facing
the Corporation in the future. This review was
the start of the development process for a new
Five Year Plan for the Corporation.

o



Meetings

Board policy is to hold meetings away from
the Corporation's office in Narrabri whenever
it is appropriate and practical. The Board uses
the opportunities presented by meetings to
tour cotton-production areas, meet local
growers and researchers and be updated on
the varying research requirements throughout
the industry. Meetings also present
opportunities for Director training and
education regarding specific issues of
relevance and to meet with representatives of
the Corporation's stakeholders.
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Directors' attendance
at Board and Committee Meetings

During 2001-02 the Board held 6 meetings, in
Brisbane, August 8, 2001, Brisbane and
Emerald on October 22 and 23, 2002, Sydney,
December 3 and 4, 2001, Sydney, February 21
and 22, 2002, Narrabri, March 18 and 19, 2002,
and Narrabri, May 31, 2001.

Table 4.2 Directors’ Attendance at Board and Committee Meetings

65

YEAR ENDED INTELLECTUAL STRATEGIC
30 JUNE 2002 BOARD AUDIT PROPERTY REMUNERATION PLANNING
No. of No. of No. of No. of No. of
No.of ~ Meeting No. of  Meeting No.of  Meeting No.of  Meeting No.of  Meeting
Meeting Eligible ~ Meeting  Eligible  Meeting Eligible  Meeting Eligible  Meeting Eligible
Director Attended  to Attend  Attended to Attend Attended toAttend Attended toAttend Attended to Attend
Ms Bridget Jackson
(Chair) 6 6 2 2 2 2 1 1
Mr Richard Browne
(Deputy Chair) 6 6 2 2 1 1
Mr Jeff Bidstrup 6 6
Ms Roberta Brazil 6 6
Dr Neil Forrester 6 6 1 1 2 2
Dr Graeme Hamilton 5 6
Mr Adam Kay 6 6 1 1 1 2
Dr Jim Peacock 4 6 2 2 1 1
Mr Ralph Schulzé 6 6 2 2 2 2
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Key Issues in Corporate
Performance

Corporate Planning

In accordance with the Primary Industries and
Energy Research and Development (PIERD) Act
1989 and the Commonwealth Authorities and
Companies (CAC) Act 1997, the Corporation
prepares a Strategic (Five Year) Plan as well as
an Annual Operating Plan for each financial
year. In April 1998 the Corporation presented
the then Minister for Primary Industries and
Energy, the Hon. John Anderson MP, with the
Strategic Plan for the period from July 1998 to
June 2003. In August 1998 the CRDC became
subject to the CAC Act. On the advice of the
Parliamentary Secretary to the Minister for
Agriculture, Fisheries and Forestry Senator the
Hon. Judith Troeth the CRDC Board revised the
Strategic Plan to ensure it was compliant with
the legislation and would meet the
requirements of the Report of Operations. The
intent of the Plan itself did not change. The
Strategic Plan 1998-2003; Outcome/Outputs
Revision 2001 was submitted to Senator Troeth
on June 15, 2001 and approval was granted on
July 5, 2001.

On April 27, 2001 the Corporation submitted
the Annual Operating Plan 2001-02. Approval
was granted on May 17, 2001. On April 30,
2002 the Corporation submitted the Annual
Operating Plan 2002-03 to Senator Troeth for
approval. Written advice of that approval was
received on May 20, 2002.

Fraud Control

The Corporation fosters an environment which
minimises the likelihood and impact of fraud.
Active fraud control is a major responsibility of
all staff and clear standards and procedures
have been established. All personnel engaged
in the prevention, detection and investigation
of fraud receive appropriate fraud control
training, consistent with the Federal
Government's Fraud Control Policy. The Audit
Committee endorses, monitors and reviews the
Corporation's Fraud Control Plan. The
Corporation's Fraud Control Plan is read in
conjunction with the Risk Management Plan
and the Code of Conduct for Directors and
Staff.

As a small agency with the equivalent of 9.8
full-time employees the Corporation does not
have a fraud investigation unit. The
Corporation's Audit Committee, Executive
Director and Business Manager, the nominated
fraud control officer, collectively carry out the
functions of a fraud investigation unit as
described in the Commonwealth Fraud
Investigation Model. The support of the
Australian Federal Police would be sought if
the Corporation felt there was a prima facie
case of fraud and further investigation was
required.

In August 2002 the Corporation received a
directive from the Minister for Agriculture the
Honourable Warren Truss MP that
Commonwealth agencies adopt the
Commonwealth Fraud Control Policy. The
Corporation has responded to Minister Truss
and adheres to the policy.

o



Cotton2002_text 9/10/02 3:42 PM Page 67 $

Review of Operations: Corporate Governance | 67

Figure 4.1 Organisational Structure

Australian Government Australian Cotton Growers’
Research Association

Chair: Ms Bridget Jackson
Mr Jeff Bidstrup
Ms Roberta Brazil
Mr Richard Browne
Dr Neil Forrester
Mr Adam Kay
Dr Jim Peacock
Dr Graeme Hamilton

Ralph Schulzé

Mrs Robin Logan
Mr Bruce Pyke

Mr Guy Roth
Mrs Ruth Farwell

Mrs Dianne Purcell Mrs Helen Dugdale
(Soils, Water, Farming Systems
and Agronomy)
Mrs Rachel Holloway
Mrs Karen Larsen (BMP and Environment)

Mrs Margaret Wheeler Mrs Sonia Tingay
(Diseases and Weeds, Plant
Breeding and Biotechnology)

Mrs Heather Ball
(Processing and Market)

Dr Vic Edge
(Insect Management)
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Location of Offices

The Corporation has one office and it is
located at 2 Lloyd Street, Narrabri, NSW, 2390.
The purchase of the building that houses the
Corporation's office was settled in October
2001. The first floor of the building was
subsequently renovated to provide improved
meeting facilities and additional office space.
The improvements were officially launched by
Senator Judith Troeth on May 30, 2002.

Service Charter

The Corporation does not provide services
direct to the public and does not have a
service charter. However, in the process of
revising the Strategic Plan the CRDC has
developed a Statement of Principles for the
Board, Management and Staff which embody
the set of values underlying our decisions,
actions and relationships.

The Board, Management and Staff of the
Cotton Research and Development
Corporation:

1. are committed to excellence and
productivity;

2. are committed to providing the highest
levels of accountability to stakeholders;

3. will act legally, ethically, professionally and
responsibly in the performance of their
duties;

4. strive to maximise return on investment if
industry and public funds invested through
our Corporation;

5. strive to make a difference in improving the
knowledge base regarding cotton
production in Australia;

6. value strategic, collaborative partnerships
with research providers, other research and
development bodies, industry organisations,
stakeholders and clients for mutual
industry and public benefits, including
cooperation with kindred organisations to
address matters of national priority;

7. value the contribution, knowledge and
expertise of the people within our
organisation and that of our contracted
consultants, external program coordinators
and research providers;

8. promote active, honest and effective
communication;

9. are committed to the future of rural and
regional Australia;

10.comply with and promote best practice in
corporate governance; and,

11. are committed to meet all statutory
obligations and accountability requirements
in a comprehensive and timely manner.

Staff

Staff are employed under Section 87 of the
PIERD Act 1989, which provides that the terms
and conditions of employment are to be
determined by the Corporation. Including the
Executive Director there were eight full-time
employees and four part-time employee as at
June 30, 2002.
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Executive Director
Ralph Schulzé, appointed 1991

1 Research and Extension Manager
Bruce Pyke, appointed 1993

Research Program Manager
Guy Roth, appointed October 2001

Business Manager
Robin Logan, appointed September 1999

{1 Communications Manager
Tim Lester, appointed June 1999

Program Manager
Ruth Farwell, appointed January 2002

Executive Assistant
Dianne Purcell, appointed July 1998

1 Administrative Assistant
Margaret Wheeler, appointed
September 2001

U Administrative Assistant (part-time)
Karen Larsen, appointed early 1998

Research Program Coordinator

— Soils, Water, Farming Systems and
Agronomy (part-time)

Helen Dugdale, appointed July 2001

1 Research Program Coordinator
— BMP and Environment (part-time)
Rachel Holloway, appointed January 2001

1 Research Program Coordinator

— Diseases and Weeds, Plant Breeding
and Biotechnology (part-time)

Sonia Tingay, appointed July 2001

Review of Operations: Corporate Governance

Other Staff during the reporting year

1 Research Program Manager
Angela Wiseman, appointed June 2000,
resigned January 2002

Appointments after the
reporting year

At the date of the report, no appointments
have been made after the reporting year.

Training

During the reporting year the Corporation
spent $10,090 on training and recruitment.
This amount covers training for Directors and
Staff and included an Intellectual Property
workshop for the Board, staff and research
providers and two staff-only training events
covering presentation skills and occupational
health and safety. Corporation Directors and
Staff also participate in a wide range of
activities relating to the operations of the
Corporation throughout the year. These
activities are seen as providing valuable
experience and additional training for the
personnel involved.

Contractors and Consultants

The Corporation employs consultants and
contractors on a case-by-case needs basis, and
after background checks to ensure proposed
appointees have necessary skills and
experience. During the reporting year the
Corporation spent $113,680 to remunerate
consultants and contractors. It is Corporation
policy not to disclose amounts paid to
individual consultants due to privacy and
confidentiality arrangements.

o
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Table 4.3 Contractors and Consultants
Contractor/Consultant Service

J&J Baker Ag Services

Administration of the Cotton Industry Best Management

Practices Audit Office

Vic Edge

Heather Ball

Anita Maunder

P. Slack-Smith Consulting
Macarthur Agribusiness
Carmi-Jones Pty Ltd

Boyce Chartered Accountants

Equal Employment Opportunity

The Corporation is committed to a merit-
based, non-discriminatory recruitment and
promotion policy.

Occupational Health and Safety

The Occupational Health and Safety
(Commonwealth Employment) Act 1991
provides that an employer must take all
reasonable, practical steps to protect the
health and safety at work of the employer's
employees. During the reporting year
Corporation staff were provided with training
in Occupational Health and Safety issues.

No accidents were reported and no

investigations were conducted during the year.

Program Coordination

Program Coordination

Communications Services

Best Management Practices Audit Scrutineering
Workshop facilitation and review

Best Management Practices Auditing

Cotton Comparative Analysis

Freedom of Information

General enquiries regarding access to
documents or other matters relating to
Freedom of Information should be made to the
Business Manager. No requests made under
the Freedom of Information Act 1982 were
received by the Corporation during the
reporting year. Facilities for access to the
documents are available to the Corporation.

Procedures and Information Sources

Funding information on individual projects
funded by the Corporation is available on
request. Information about CRDC projects is
also available through the Australian Rural
Research in Progress (ARRIP) database which
can be accessed through the Internet and
through most Australian research and public
libraries.
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Table 4.4 Categories of Documents Held
Category Nature Access
Administration Files D C: Documents customarily

made available

Annual Operational Plans Files, Publications D, C D: Documents not
customarily made

Annual Reports Files, Publications D, C available for reasons of
privacy or commercial-

Applications, Guidelines and Contracts Files, Publications D,C in-confidence

Assets Register Files D

Financial Management Files D

Five Year Plans Files, Publications D,C

Project Lists Files, Publications D, C

Research Reports Files, Publications D,C

Workshop Reports Files, Publications D,C

Ecologically Sustainable Development
and Environmental Performance

The principles of ecologically sustainable
development under the Environment Protection
and Biodiversity Conservation Act 1999 apply
to the Corporation. These include integrating
long-term and short-term economic,
environmental, social and equitable
considerations into decision making processes;
to not use lack of full scientific certainty as a
reason to postpone measure to prevent
environmental degradation if there is the
threat of serious or irreversible environmental
damage; maintaining or enhancing the health,
diversity and productivity of the environment
for future generations; ensuring the
conservation of biological diversity and
ecological integrity is a fundamental
consideration in decision-making; and

promoting valuation, pricing and incentive
mechanisms.

The Corporation has integrated these principles
into its planning framework. The three Output
groups, Sustainability, Profitability and
Competitiveness, and People and Communities
is a reflection of the triple-bottom-line
concept — the need to factor environmental,
economic and social considerations into all
decisions. Almost half of the Corporation's
budget is directed towards issues improving
the industry's Sustainability, encompassing
natural resource management and biodiversity.
Additionally the CRDC funds a specific
research program (Best Management Practices
and the Environment) designed to minimise
environmental impacts.

The development and adoption of the Best
Management Practices program is providing

o
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environmental benefits for the industry. The
past two seasons have seen far fewer
incidences of off-target impacts, such as
contamination of beef cattle or fish kills, from
chemical sprays on cotton fields. The
Corporation anticipates measures of some of
these impacts will be available following the
second industry Environmental Audit which is
to be completed during the first half of 2003.

Commonwealth Disability Strategy

The Corporation supports equitable working
conditions and procedures for employees. The
Corporation makes its information available to
all Australians through electronic media.

Significant Events

Under section 15 of the Commonwealth
Authorities and Companies (CAC) Act 1997, the
Corporation is required to notify the Minister
of 'significant events'. Such events include
proposals to:

form or participate in the formation of a
company;

[ participate in significant partnerships,
trusts, unincorporated ventures or similar
arrangements;

[0 acquire or dispose of significant
shareholding in a company;

[ acquire or dispose of a significant business;

[ commence or cease a significant business
activity; and

[ make a significant change in the nature or
extent of interests in a significant
partnership, trust, unincorporated venture
or similar arrangement.

The Corporation had no significant events
during the reporting year.

Significant Changes in the
State of Affairs

There have been no significant changes to the
Corporation's state of affairs or principal
activities during the reporting year or to the
date of this report.

Political Disclosures

The Corporation did not engage the services of
any advertising agency, market research
organisation, polling organisation, direct mail
organisation or media advertising organisation
during the reporting year.

Payment to Representative Bodies

The Corporation's industry representative body
is the Australian Cotton Growers' Research
Association. The CRDC makes no payments to
the Growers' Research Association except for
the purposes of producing the proceedings of
the biennial Australian Cotton Conference. The
most recent Conference was held in Brishane
in August 2002.

o
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COTTON RESEARCH AND
DEVELOPMENT CORPORATION
SELECTION COMMITTEE

Ms Margaret Thomson
Presiding Member

CRDC Selection Committee
PO Box 56

YARRALUMLA ACT 2600

16 September 2002

Senator the Hon Judith Troeth
Parliamentary Secretary to the Minister for
Agriculture, Fisheries and Forestry
Parliament House

CANBERRA ACT 2600

Dear Senator Troeth

This report summarises the activities of the Cotton Research and Development Corporation (CRDC)
Selection Committee in relation to the nomination of six Directors for appointment to the Board of
the CRDC submitted to you on 13 August 2002.

Establishment of the Selection Committee

The CRDC Selection Committee was established under the Primary Industries and Energy Research
and Development Act 1989 (PIERD Act) for the purpose of nominating to the Parliamentary
Secretary six persons for appointment as Directors of the CRDC Board.

The Parliamentary Secretary appointed Ms Margaret Thomson as the Presiding Member of the
CRDC Selection Committee for a period of three years, commencing 23 July 2001 (in accordance
with subsection 122 (1) of the PIERD Act.

The Presiding Member was requested to commence the selection process on 16 May 2002 by the
Parliamentary Secretary.

In accordance with section 124 of the PIERD Act, on 7 June 2002 nominations were sought from
the representative organisation of the CRDC, the Australian Cotton Growers Research Association.

On 20 June 2002, the Presiding Member wrote to the Parliamentary Secretary advising her of the
Selection Committee nominees.

o
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The following people were appointed by the Parliamentary Secretary to the Selection Committee
on 24 June 2002:

Mr Harley Bligh;

Mr Bruce Finney;

Mr Glen Fleischfresser; and
Mr Peter Hayes.

The Selection Process

An advertisement seeking applications for the 6 Board positions of the CRDC was placed in 'The
Australian' on Saturday 29 June 2002 and in ‘The Land', 'The North West Magazine' and the
‘Queensland Country Life' the following week. The advertisement called for written applications
against the core criteria contained in the PIERD Act including: cotton production, processing and
marketing; science, technology, and technology transfer; management and conservation of natural
resources, including environmental and ecological matters; administration of research and
development projects; economics; finance and business management; and sociology.

A total of 35 applications were received, including applications from some of the current Board
members.

The Selection Committee met via teleconference on 31 July 2002 to determine the process, to
receive appropriate briefings and to review the applications. The Selection Committee also
conferred with the CRDC Chairperson and Executive Director on the future strategic direction of
the Corporation. 11 of the 35 applicants were short-listed to be interviewed on 8 and 9 August
2002 in Sydney and Brishane.

Board Appointments

Upon completion of this process, in accordance with section 131 of the PIERD Act, the Selection
Committee forwarded six nominations to the Parliamentary Secretary on 13 August 2002. The
Parliamentary Secretary made the following appointments on 11 September 2002 for a term
commencing from 1 October 2002 and ending on 30 September 2005:

Ms Kathryn Adams

Ms Adams is Executive Director of Planning for the Queensland Environment Protection Authority.
She has particular expertise in environmental planning, business management, technology law and
microbiology.

Mr Jeffrey Bidstrup

Mr Bidstrup has considerable dryland and irrigated cotton production expertise. He has experience
in farm innovation relating to the commercial side of agriculture, science and technology.

o
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Mr Richard Browne

Mr Browne is the Regional General manager of Auscott Ltd. He has over 30 years' experience in the
cotton industry, including an in-depth understanding of farming operations and marketing.

Dr Neil Forrester

Dr Forrester is a manager of cotton R&D programs for Deltapine International (Asia/Pacific region).
He specialises in the technical aspects of cotton production and has experience in biotechnology,
agronomy, plant breeding and fibre quality issues.

Dr TJ Higgins

Dr Higgins is the Assistant Chief of Plant Industry at CSIRO. He has been involved with plant
research for 30 years, specialising in gene technology for a range of Australian agricultural
ecosystems. He has been involved in the production of new cotton varieties and is experienced in
administrating R&D and gene technology.

Mr Adam Kay

Mr Kay is General Manager of Cotton Seed Distributors Ltd. He is an extension and development
agronomist and has extensive experience in the innovative transfer of cotton industry technology.
Costs

Administrative support for the selection process was provided by Ms Julie Austin and expenses
incurred are set out below (some minor costs are yet to be accounted for):

ltem $ (GST Inclusive)
Selection Committee Airfares 4270
Selection Committee Accommodation, Interview Room Hire and Incidentals 5728
(Not finalised)

Applicant Travel and Expenses (Not finalised)
Advertising — Newspapers 5064
Presiding Members Consultation Fees 4 480
Secretarial and Administration Costs 1631
(Not finalised)

21,173

Yours sincerely

MARGARET THOMSON
Presiding Member
Cotton Research and Development Corporation Selection Committee

o
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Australian National

Audit Office

INDEPENDENT AUDIT REPORT

To the Minister for Agriculture, Fisheries and Forestry

Scope

I have audited the financial statements of the Cotton Research and Development
Corporation for the year ended 30 June 2002. The financial statements comprise:

e Statement by Directors;

e Statements of Financial Performance, Financial Position and Cash Flows;
e Schedules of Commitments and Contingencies, and

e Notes to and forming part of the Financial Statements.

The members of the Board are responsible for the preparation and presentation of the
financial statements and the information they contain. I have conducted an
independent audit of the financial statements in order to express an opinion on them to
you.

The audit has been conducted in accordance with Australian National Audit Office
Auditing Standards, which incorporate the Australian Auditing Standards, to provide
reasonable assurance as to whether the financial statements are free of material
misstatement. Audit procedures included examination, on a test basis, of evidence
supporting the amounts and other disclosures in the financial statements, and the
evaluation of accounting policies and significant accounting estimates. These
procedures have been undertaken to form an opinion as to whether, in all material
respects, the financial statements are presented fairly in accordance with Accounting
Standards and other mandatory professional reporting requirements in Australia and
statutory requirements so as to present a view which is consistent with my
understanding of the Corporation’s financial position, its financial performance and its
cash flows.

The audit opinion expressed in this report has been formed on the above basis.

GPO Box 707 CANBERRA ACT 2601
Centenary House 19 National Circuit
BARTON ACT

Phone (02) 6203 7300 Fax (02) 6203 7777
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Audit Opinion
In my opinion the financial statements,

e have been prepared in accordance with Finance Minister’s Orders made under the
Commonwealth Authorities and Companies Act 1997; and

e give a true and fair view, in accordance with applicable Accounting Standards and
other mandatory professional reporting requirements in Australia and the Finance
Minister’s Orders, of the financial position of the Cotton Research and
Development Corporation as at 30 June 2002 and its financial performance and
cash flows for the year then ended.

Australian National Audit Office

el L

—

Willie Tan
Senior Director

Delegate of the Auditor-General

Canberra
11 September 2002
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STATEMENT BY DIRECTORS

In our opinion, the attached financial statements for the year ended 30 June, 2002 give a true and
fair view of the matters required by the Finance Minister's Orders made under the Commonwealth

Authorities and Companies Act 1997.

Bridget Jackson Ralph Schulze
Chair Executive Director
10th September, 2002 10th September, 2002
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Statement of financial performance
For the year ended 30 June 2002
Notes 2002 2001

REVENUES FROM ORDINARY ACTIVITIES

Revenues from government 4A 13,212,620 13,703,603

Sales of goods and services 4B 978 775

Interest 4C 705,840 782,004

Other 4D 907,267 1,064,762
Total revenues from ordinary activities 14,826,705 15,551,144
EXPENSES FROM ORDINARY ACTIVITIES

Employees 5A 831,048 683,523

Suppliers 5B 317,555 297,109

Grants 5C 13,401,977 12,863,211

Depreciation and amortisation 5D 25178 30,107

Write-down of assets 5E 33,599 -
Total expenses from ordinary activities 14,609,357 13,873,950
Net operating surplus from ordinary activities 217,348 1,677,194

Extraordinary items - -
Net surplus attributable to the Commonwealth 217,348 1,677,194

The above statement should be read in conjunction with the accompanying notes.
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Statement of financial position

as at 30 June 2002
Notes 2002 2001

ASSETS
Financial assets

Cash 6A 1,436,437 2,515,010

Deposits at Call 6A 11,528,858 11,604,357

Receivables 6B 2,825,196 1,733,565
Total financial assets 15,790,491 15,852,932
Non-financial assets

Land and buildings A 300,000 671

Infrastructure, plant and equipment 7B 132,875 69,082
Total non-financial assets 432,875 69,753
Total Assets 16,223,366 15,922,685
LIABILITIES
Provisions

Employees 8 161,754 130,316
Total provisions 161,754 130,316
Payables

Suppliers 9A 80,682 112,916

Grants 9B 302,884 218,755
Total payables 383,566 331,671
Total liabilities 545,320 461,987
EQUITY

Accumulated surplus 10 15,678,046 15,460,698
Total Equity 10 15,678,046 15,460,698
Current liabilities 490,273 418,992
Non-Current liabilities 55,047 42,995
Current Assets 12,840,491 14,852,932
Non-current Assets 3,382,875 1,069,753

The above statement should be read in conjunction with the accompanying notes.

o



Cotton2002_text 9/10/02 3:42 PM Page 83 $

Financial Statements 83

Statement of cash flows
for the year ended 30 June 2001

Notes 2002 2001

OPERATING ACTIVITIES
Cash received

Appropriations 12,109,322 13,477,358

Sales of goods and services 665 684

Interest 709,540 783,610

GST recovered 1,187,569 1,184,168

Other 946,722 1,113,817
Total cash received 14,953,818 16,559,637
Cash used

Grants (13,980,324) (13,562,853)

Employees (602,383) (588,147)

Suppliers (1,103,283) (779,939)
Total cash used (15,685,991) (14,930,940)
Net cash from operating activities n (732,173) 1,628,697
INVESTING ACTIVITIES
Cash used

Purchase of property, plant and equipment (421,899) (1,600)
Total cash used (421,899) (1,600)
Net cash from investing activities (421,899) (1,600)
FINANCING ACTIVITIES
Cash received - -
Cash used - -
Net cash from financing activities - -
Net increase in cash held (1,154,072) 1,627,097
Cash at the beginning of the reporting period 14,119,367 12,492,270
Cash at the end of the reporting period 6A 12,965,295 14,119,367
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Schedule of commitments

as at 30 June 2002
BY TYPE Notes 2002 2001
CAPITAL COMMITMENTS

Buildings 0 251,000
Total capital commitments - 251,000
OTHER COMMITMENTS

Operating leases 48,901 39,680

Other commitments 26,408,328 27,949,382
Total other commitments 26,457,229 27,989,062
COMMITMENTS RECEIVABLE 2,405,203 2,543,873
Net Commitments 24,052,026 25,696,189
BY MATURITY
All net commitments

One year or less 12,591,083 12,968,482

From one to five years 11,460,944 12,727,707
Net commitments 24,052,026 25,696,189
Operating lease commitments

One year or less 26,293 33579

From one year to five years 22,608 6,101
Net operating lease commitments 48,901 39,680
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Schedule of contingencies
as at 30 June 2002

Notes 2002 2001

The Cotton R&D Corporation has no contingent liabilities of which it is aware.
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Notes to and Forming Part
of the Financial Statements
For the year ended 30 June 2001

Note Description Note 1: Summary
of Significant

Accounting Policies
1 Summary of Significant Accounting

Policies 11 Basis of Accounting

Economic Dependency The financial statements are required by clause

Events Occurring After Reporting Date 1(b) of Schedule 1 to the Commonwealth
Operating Revenues Authorities and Companies Act 1997 and are a
general purpose financial report.

Financial Assets The statements have been prepared in

Non-Financial Assets accordance with:

Provisions [0 Finance Minister's Orders (being the
Commonwealth Authorities and Companies
[Financial Statements 2001-2002] Orders);

2
3
4
5  Operating Expenses
6
7
8
9

Payables

10 Equity
11 Cash Elow Reconciliation [0 Australian Accounting Standards and
Accounting Interpretations issued by

12 Remote Contingencies . .
9 Australian Accounting Standards Board;

13 External Financing Arrangements

) ] {1 other authoritative pronouncements of the
14 Director Remuneration
Board; and

15 Related Party Disclosures

Consensus Views of the Urgent Issues

16 Remuneration of Officers
Group.

17 Remuneration of Auditors
The statements have been prepared having

18 A ffing Level
8 Average Staffing Levels regard to:

19 Financial Instruments

20 R ing of O [ the Explanatory Notes to Schedule 1 issued
eporting of Outcomes .
P g by the Department of Finance and

Administration; and

[0 Finance Briefs issued by the Department of
Finance and Administration.

o



The Corporation's Statements of Financial
Performance and Financial Position have been
prepared on an accrual basis and are in
accordance with historical cost convention,
except for certain assets, which, as noted, are
at valuation. Except where stated, no
allowance is made for the effect of changing
prices on the results or the financial position.

Assets and liabilities are recognised in the
Corporation's Statement of Financial Position
when and only when it is probable that future
economic benefits will flow and the amounts
of the assets or liabilities can be reliably
measured. Assets and liabilities arising under
agreements equally proportionately
unperformed are however not recognised
unless required by an Accounting Standard.
Liabilities and assets which are unrecognised
are reported in the Schedule of Commitments
and the Schedule of Contingencies.

Revenues and expenses are recognised in the
Corporation's Statement of Financial
Performance when and only when the flow or
consumption or loss of economic benefits has
occurred and can be reliably measured.

1.2 Changes in Accounting
Policy

The accounting policies used in the preparation
of these financial statements are consistent
with those used in 2000-2001.

1.3 Reporting by Outcomes

As comparison of Budget and Actual figures by
outcome specified in the Appropriation Acts
relevant to the Corporation is presented in
Note 20. Any intra-government costs included
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in the figure ‘net cost to Budget outcomes’ are
eliminated in calculating the actual budget
outcome for the Government overall.

14 Revenue

The revenues described in this Note are
revenues relating to the core operating
activities of the Corporation.

Revenue from the sale of goods is recognised
upon the delivery of goods to customers.

Interest revenue is recognised on a
proportional basis taking into account the
interest rates applicable to the financial assets.

Revenue from disposal of non-current assets is
recognised when control of the asset has
passed to the buyer.

Revenue from the rendering of a service is
recognised by reference to the stage of
completion of contracts. The stage of
completion is determined according to the
proportion that costs incurred to date bear to
the estimated total costs of the transaction.

Revenues from Government — Output
Appropriations

The full amount of the appropriation for
department outputs for the year is recognised
as revenue.

Resources Received Free of Charge

Services received free of charge are recognised
as revenue when and only when a fair value
can be reliably determined and the services
would have been purchased if they had not
been donated. Use of those resources is
recognised as an expense.

o
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Contributions of assets at no cost of
acquisition or for nominal consideration are
recognised at their fair value when the asset
qualifies for recognition.

15 Employee Entitlements

Leave

The liability for employee entitlements includes
provision for annual leave and long service
leave. No provision has been made for sick
leave as all sick leave is non-vesting and the
average sick leave taken in future years by
employees of the Corporation is estimated to
be less than the annual entitlement for sick
leave.

The liability for annual leave reflects the value
of total annual leave entitlements of all
employees at 30 June 2002 and is recognised
at its nominal amount.

The non-current portion of the liability for
long service leave is recognised and measured
at the present value of the estimated future
cash flows to be made in respect of all
employees at 30 June 2002. In determining
the present value of the liability, the
Corporation has taken into account attrition
rates and pay increases through promotion
and inflation.

Superannuation

Employees contribute to the Public Sector
Superannuation Scheme. Employer
contributions amounting to $74,468 (2000-01:
$69,833) for the Corporation in relation to this
scheme have been expensed in these financial
statements.

No liability for superannuation benefits is
recognised as at 30 June as the employer
contributions fully extinguish the accruing
liability, which is assumed by the
Commonwealth.

Employer Superannuation Productivity Benefit
contributions totalled $14,859 (2000-01:
$11,803) for the Corporation.

1.6 Leases

A distinction is made between finance leases,
which effectively transfer from the lessor to
the lessee substantially all the risks and
benefits incidental to ownership of leased non-
current assets, and operating leases, under
which the lessor effectively retains
substantially all such risks and benefits.

Operating lease payments are expensed on a
basis, which is representative of the pattern of
benefits derived from the leased assets.

1.7 Borrowing Costs

No borrowing costs were incurred by the
Corporation during the year.

1.8 Grants

The Corporation recognises grant liabilities as
follows.

Most grant agreements require the grantee to
perform services or provide facilities, or to
meet eligibility criteria. In these cases,
liabilities are recognised only to the extent that
the services required have been performed or
the eligibility criteria have been satisfied by the
grantee. (Where grant monies are paid in
advance of performance or eligibility, a
prepayment is recognised).

o



In cases where grant agreements are made
without conditions to be monitored, liabilities
are recognised on signing of the agreement.

19 Cash

Cash means notes and coins held and any
deposits held at call with a bank or financial
institution.

1.10 Financial Instruments

Accounting policies for financial instruments
are stated at Note 19.

111 Acquisition of Assets

Assets are recorded at cost on acquisition
except as stated below. The cost of acquisition
includes the fair value of assets transferred in
exchange and liabilities undertaken.

Assets acquired at no cost, or for nominal
consideration, are initially recognised as assets
and revenues at their fair value at the date of
acquisition.

1.12  Property (Land, Buildings
and Infrastructure), Plant
and Equipment

Asset Recognition Threshold

Purchases of property, plant and equipment
are recognised initially at cost in the
Statement of Financial Position, except for
purchases costing less than $1,000, which are
expensed in the year of acquisition (other than
where they form part of a group of similar
items which are significant in total).
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Revaluations

Land, buildings, infrastructure, plant and
equipment are revalued progressively in
accordance with the ‘deprival’ method of
valuation in successive 3-year cycles, so that
no asset has a value greater than three years
old.

Freehold land, buildings on freehold land and
leasehold improvements are each revalued
progressively on a geographical basis. The
current cycles commenced in this 1989-1999.

Plant and equipment assets, furniture and
fittings and all information technology assets
(not under operating leases) were revalued in
2001-02.

Assets in each class acquired after the
commencement of a progressive revaluation
cycle are not captured by the progressive
revaluation then in progress.

In accordance with the deprival methodology,
land is measured at its current market buying
price. roperty (other than land), plant and
equipment are measured at their depreciated
replacement cost. Where assets are held which
would not be replaced or are surplus to
requirements, measurement is at net realisable
value. At 30 June 2002, the Corporation had
no assets in this situation.

All valuations are independent.

Recoverable Amount Test

Schedule 1 requires the application of the
recoverable amount test to the Corporation’s
non-current assets in accordance with AAS 10
Recoverable Amount of Non-Current Assets.
The carrying amounts of these non-current
assets have been reviewed to determine

o
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whether they are in excess of their recoverable
amounts. In assessing recoverable amounts, the
relevant cash flows have been discounted to their
present value.

Depreciation and Amortisation

Depreciable property plant and equipment assets
are written-off to their estimated residual values
over their estimated useful lives to the
Corporation using, in all cases, the straight-line
method of depreciation. Leasehold
improvements are amortised on a straight-line
basis over the lesser of the estimated useful life
of the improvements or the unexpired period of
the lease.

Depreciation/amortisation rates (useful lives) and
methods are reviewed at each balance date and
necessary adjustments are recognised in the
current, or current and future reporting periods,
as appropriate. Residual values are re-estimated
for a change in prices only when assets are
revalued.

Depreciation and amortisation rates applying to
each class of depreciable asset are based on the
following useful lives:

2002 2001
Buildings on 40 years -
freehold land
Leasehold Lease term Lease term
improvements
Plant and 4 to 10 years 4 to 10 years
equipment

The aggregate amount of depreciation allocated
for each class of asset during the reporting
period is disclosed in Note 5D.

1.13  Taxation

The Corporation is exempt from all forms of
taxation except fringe benefits tax and the goods
and services tax.

114 Insurance

The Corporation has insured for risks through the
Government's insurable risk managed fund, called
‘Comcover. Workers compensation is insured
through Comcare Australia.

1.15  Comparative Figures

Comparative figures have been adjusted to
conform to changes in presentation in these
financial statements where required.

1.16  Rounding

Amounts have been rounded to the nearest
dollar.

Note 2:
Economic Dependency

The Cotton Research & Development Corporation
was established under the Primary Industries and
Energy Research and Development Act, 1989.

The Corporation is dependent on appropriations
from the Parliament of the Commonwealth for
its continued existence and ability to carry out its
normal activities.

Note 3: Events Occurring
After reporting Date

No matters or circumstances have arisen since
the end of the financial year which significantly
affected or may affect the operations of the
Corporation, the results of these operations or
state of affairs of the Corporation in subsequent
years.

o
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2002 2001
$ $
Note 4A - Revenues from Government
Commonwealth Contributions 7,208,067 6,773,753
Industry Levies 6,004,553 6,929,850
Total Appropriations 13,212,620 13,703,603
Note 4B - Sales of Goods and Services
Goods 978 775
978 775
Goods and services were sold to:
Government - -
Non-Government 978 775
978 775
Note 4C - Interest
Deposits 705,840 782,004
705,840 782,004
Note 4D - Other
Royalties 717,093 704,418
Project refunds 183,105 360,344
Other 7,069
907,267 1,064,762
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Note 5: Operating Expenses

2002 2001
$ $

Note 5A - Employee Expenses
Remuneration (for services provided) 810,814 612,991
Other employee expenses 20,234 70,532
831,048 683,523

The Corporation contributes to the Commonwealth Superannuation (CSS) and the Public Sector (PSS)
Superannuation schemes, which provide retirement, death and disability benefits to employees. Contributions
to the schemes are at rates calculated to cover existing and emerging obligations. Contribution rates are
12.5% of salary (PSS). An additional average 3% is contributed as Employer Productivity Superannuation
Contributions.

Note 5B - Supplier Expenses

Supply of goods and services 276,068 230,810
Operating lease rentals 41,487 66,299
317,555 297,109

Note 5C - Grants Expense

The Corporation makes grants to support the research and development of issues relating to the Australian
cotton industry.

NON-PROFIT INSTITUTIONS

Commonwealth organisations 4,863,923 4,573,807
State departments 3,786,231 3,720,728
Universities and colleges 1,477,202 1,566,021
Other research institutions 2,314,295 2,189,646
Corporate activities 603,713 528,893

13,045,364 12,579,095
Grants to commercial entities 356,613 284,116
Total 13,401,977 12,863,211

Note 5D - Depreciation and Amortisation

Depreciation of property, plant and equipment 24,507 22,042
Amortisation of leased assets 671 8,065
25,178 30,107

The aggregate amounts of depreciation or amortisation expensed during the reporting period for each class of
depreciable asset are as follows:

Leasehold improvements 671 8,065
Plant and equipment 24,507 22,042
25,178 30,107

Note 5E — Write-down of assets

Property, plant and equipment — revaluation decrement 33,599 -
33,599 -

o
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Note 6: Financial Assets

2002 2001
$ $
Note 6A - Cash
Cash at bank and on hand 1,436,437 2,515,010
Deposits at call 11,528,858 11,604,357
12,965,295 14,119,367
Balance of cash as at 30 June shown in the Statement
of Cash Flows 12,965,295 14,119,367
Note 6B - Receivables
Goods and services 393,832 414,415
Less: provision for doubtful debts - -
393,832 414,415
GST receivable 95,887 83,211
Other receivables 2,335,477 1,235,939
2,825,196 1,733,565
Receivables (gross) are aged as follows:
Not overdue 2,335,477 1,235,939
Overdue by:
Less than 30 days 489,719 497,626
30 to 60 days -
60 to 90 days -
More than 90 days -
2,825,196 1,733,565
2,825,196 1,733,565
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Note 7: Non-Financial Assets

2002 2001

$ $
Note 7A - Land and Buildings
Freehold land - at cost 83,667 -
Freehold land - 2002 valuation adjustment (9,914) -
Total land 73,753 -
Buildings on freehold land - at cost 246,074 -
Accumulated depreciation - -
Buildings on freehold land - 2002 valuation adjustment (19,827)
Total buildings 226,247 -
Leasehold improvements - at cost 34,355 34,355
Accumulated amortisation (34,355) (33,684)

- 671
Total Land and Buildings 300,000 671
Note 7B - Infrastructure, Plant and Equipment
Office Equipment - at cost 68,106 43,246
Accumulated depreciation (19,517) (13,406)
Office Equipment - at 1999 — 2002 valuation 48,589 29,840
Computer Equipment - at cost 87,738 59,431
Accumulated depreciation (51,188) (28,670)
Computer Equipment - at 1999 -2002 valuation 36,550 30,761
Fixtures & Fittings - at cost 61,434 22,443
Accumulated depreciation (13,698) (13,962)
Fixtures & Fittings — at 1999 — 2002 valuation 47,736 8,481
Improvements - at cost 34,355 34,355
Accumulated depreciation (34,355) (33,684)
Improvements — at 1999-2002 valuation - 671
Total Infrastructure, Plant and Equipment 132,875 69,082

The revaluations were in accordance with the revaluation policy stated at Note 1 and were completed in June
2002 by Peter.J.Spackman Valuations Pty. Ltd., an independent valuer.
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Note 8: Provisions

2002

2002 2001
$ $
Note 8 - Employee Provisions
Salaries and wages 30,014 24,372
Leave 128,380 103,406
Superannuation 3,360 2,538
Aggregate employee liability 161,754 130,316
Employee provisions are categorised as follows:
Current 106,707 87,321
Non-Current 55,047 42,995
161,754 130,316
Note 9: Payables
Note 9A - Supplier Payables
Trade creditors 80,682 112,916
80,682 112,916
All supplier payables are current
Note 9B - Grants Payable
Commonwealth organisations 33,000 -
State departments 119,900 58,862
Universities and Colleges 82,035 159,893
Other research institutions 67,949 -
302,884 218,755

All grants payable are current
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Note 11: Cash Flow Reconciliation

2002 2001
$ $

Reconciliation of operating surplus to net cash provided by operating activities:
Operating surplus before extraordinary items 217,348 1,677,194
Depreciation and amortisation 25,178 30,107
Write down of non current assets 33,599 -
(Increase)/decrease in receivables (1,091,631) (404,637)
(Increase)/decrease in other assets - (10,362)
Increase/(decrease) in employee provisions 31,438 29,764
Increase/(decrease) in supplier payables (32,234) 90,876
Increase/(decrease) in grants payable 84,129 215,755
Net cash from/(used by) operating activities (732,173) 1,628,697

Note 12: Remote Contingencies

The Corporation has no contingent liabilities of which it is aware.

Note 13: External Financing Arrangements

The Corporation has no existing loan facility arrangements.

Note 14: Director Remuneration

The number of directors of the Corporation included in these Figures are shown below in the relevant
remuneration bands

$Nil - $10,000 2 2
$10,001 - $20,000 5 5
$20,001 - $50,000 1 1
$100,001 - $200,000 1 1
Aggregate amount of superannuation payments in connection

with the retirement of directors - -
Other remuneration received or due and receivable

by directors of the Corporation 257,112 264,547
Total remuneration received or due and receivable

by directors of the Corporation: 257,112 264,547
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Note 15: Related Party Disclosures

Directors of the Corporation

The Directors of Cotton Research & Development Corporation during the year were:
Bridget Jackson (Chair)
Dick Browne (Vice-Chair)
Ralph Schulzé (Executive Director)
Jeff Bidstrup
Bobbie Brazil
Neil Forrester
Adam Kay
Jim Peacock
Graeme Hamilton
The aggregate remuneration of Directors is disclosed in Note 14.

Other transactions with Directors or Director related entities

The following grants were made to Director related entities. They were approved under the normal terms and
conditions of the Corporation. Following full disclosure of their relevant interests, the Directors took part in
the decisions of the Board.

2002 2001
$ $

Grants made to director related entities
(CSIRO Entomology, Plant Industry, Land & Water, Textile & Fibre Divisions) 4,863,923 4,573,807

Note 16: Remuneration of Officers

The aggregate amount of total remuneration of Officers shown is
The number of Officers who received or were due to receive total remuneration of $100,000 or more:

2002 2001
Number Number
$100,000-$115,000 1 1

The officer remuneration includes all officers concerned with or taking part in the management of the
economic entity during 2001-02 except the Executive Director. Details in relation to the Executive Director
have been incorporated into Note 14 — Remuneration of Directors.

Note 17: Remuneration of Auditors

Remuneration to the Auditor-General for auditing 2002 2001
the financial statements for the reporting period. 7,150 7,150

No other services were provided by the Auditor-General during the reporting period.

Note 18: Average Staffing Levels

2002 2001
The average staffing levels for the Corporation during the year were 9.8 6.6

o
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Note 19: Financial Instruments

Note 19A — Terms, conditions and accounting policies

Financial Instrument Notes
Financial assets

Deposits at call 6A

Term Deposit 6A
Receivables for

goods & services 6B
Financial Liabilities

Trade creditors 9A

Accounting Policies and
methods (including recognition
criteria and measurement basis)

Financial assets are recognised
when control over future economic
benefits is established and the
amount of the benefit can be
reliably measured.

Deposits are recognised at their
normal amounts. Interest is
credited to revenue as it accrues.

Term deposits is recognised at cost.
Interest is accrued as it is earned.

These receivables are recognised at
the nominal amounts due less any
provision for bad and doubtful
debts. Provisions are made when
collection of the debt is judged to
be less rather than more likely.

Financial liabilities are recognised
when a present obligation to
another party is entered into and
the amount of the liability can be
reliably measured

Creditors and accruals are
recognised at their nominal
amounts, being the amounts at
which the liabilities will be settled.
Liabilities are recognised to the
extent that the goods or services
have been received (and
irrespective of having been
invoiced).

Nature of underlying instrument
(including significant terms and
conditions affecting the amount,
timing and certainty of cash flows).

Temporarily surplus funds, mainly from
monthly drawdowns of appropriation,
are placed on deposit at call with the
Corporation’s banker. Interest is earned
on the daily balance at the prevailing
daily rate for money on call and is paid
at month end.

Term deposits are with various banks as
per the Corporation’s Investment Policy.

Credit terms are net 14 days
(2000-2001: 14 days)

Settlement is usually made net 30
days.
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Note 19C - Net Fair Values of Financial Assets and Liabilities

FINANCIAL ASSETS

Cash at Bank

Cash on Hand

Deposits on call

Term Deposits

Receivables for Goods and Services

FINANCIAL LIABILITIES
Trade Creditors
Grant Liabilities

Financial assets

Note

6A
6A
6A
6A
6B

9A
9B

2001-02

Aggregate
net fair

value
$

(139,870)
500
1,575,807
11,528,858
2,825,196
15,790,491

80,682
302,884
383,566

2000-01

Aggregate
net fair

value
$

(6:892)
500
2,521,402
11,604,357
1,733,565
15,852,932

112916
218,755
331,671

The net fair values of cash, deposits on call and non-interest-bearing monetary financial assets approximate

their carrying amounts.

Financial liabilities

The net fair values for trade creditors and grant liabilities, all of which are short-term in nature, are

approximated by their carrying amounts.

Note 19D - Credit Risk Exposures

The Corporation’s maximum exposures to credit risk at reporting date in relation to each class of recognised

financial assets is the carrying amount of those assets as indicated in the Statement of Financial Position.

The Corporation has no significant exposures to any concentrations of credit risk.
All figures for credit risk referred to do not take into account the value of any collateral or other security.
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Note 20: Reporting of Outcomes

Note 20A — Outcomes of the Corporation

The Corporation is structured to meet the following outcome:
A more sustainable, profitable and competitive cotton industry providing increased environmental,
economic and social benefits to regional communities and the nation.

Note 20B - Major Corporation Revenues and Expenses by Output Group

2002 2001
Output Group 1 $ $
Operating revenues
Revenues from Government 7,208,067 6,773,753
Industry contributions 6,004,553 6,929,850
Sale of goods and services 978 775
Other non-taxation revenues 1,613,107 1,846,766
Total operating revenues 14,826,705 15,551,144
Operating expenses
Employees 831,048 683,523
Suppliers 317,555 297,109
Grants 13,401,977 12,863,211
Depreciation and amortisation 25,178 30,107
Write-down of assets 33,599
Total operating expenses 14,609,357 13,873,950
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Note 20C - Major Classes of Corporation Assets and Liabilities

by Output Group

Output Group

Output specific Corporation assets
Goods and services receivable
Net GST receivable
Land & Buildings
Plant and equipment

Total specific Corporation assets

Other Corporation assets
Cash at bank and on hand
Deposits at call
Other receivables

Total other Corporation assets

Output specific Corporation liabilities
Employees
Suppliers
Grants

Total specific Corporation liabilities

Note 20D - Major Classes of Administered Revenues

and Expenses by Outcome

No administered revenue or expenses were incurred.

Note 20E - Major Classes of Administered Assets

and Liabilities by Outcome

No administered assets or liabilities were incurred.

2002

393,832

95,887
300,000
132,875
922,594

1,436,437
11,528,858
2,335,477
15,300,772

161,754

80,682
302,884
545,320

2001

414415
83211
69,753

567,379

2,515,010
11,604,357
1,235,939
15,355,306

130,316
112,916
218,755
461,987
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APPENDIX A
THE RESEARCH PROGRAM

During the reporting year the Corporation funded more than 200 research, development, travel,
technology transfer, seminar and workshop projects. Agreements for the carrying out of research
and development activities are made under Sections 13 and 14 of the Primary Industries and
Energy Research and Development Act 1989. Corporation grant agreements are contracts entered

into with research providers and are established on a whole-of-project-life basis.

The CRDC No. assigned to each project indicates the organisation undertaking the research.

Research providers funded during the 2001-02 year are listed below.

Researcher Providers

Code Organisation Code Organisation

AAW A & A Williams Pty Ltd FT 4T Consultants Pty Ltd

ACEC Australian Cotton Exhibition MCK McKenzie Soil Management Pty
Centre Ltd

ANU Australian National University NEC National Centre for Engineering

AWA Agriculture Western Australia in Agriculture

CRC Australian Cotton Cooperative QUT Seucehenncfllsnd University of
Research Centre a

RIR Rural Industries Research and

CRDC Cotton Research and

. Development Corporation
Development Corporation P P

CSE CSIRO Entomology SLM CSIRO Land and Water
CsP CSIRO Plant Industries VA University of Adelaide
oWr CSIRO Textile and Fibre ULA LaTrobe University
Technology UNE University of New England
DAN NSW Agriculture uQ University of Queensland
DAQ Queensland Department of us University of Sydney
Primary Industries uTs University of Technology, Sydney
DPIF Department of Primary Uws University of Western Sydney

Industries and Fisheries,
Northern Territory
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In the interests of readability and ease of use, the Corporation attempts to avoid acronyms,
initialisms and those abbreviations that are not self-explanatory wherever possible. However, some
times it is unavoidable. Following is a list of acronyms that are used in the cotton industry or by
Government, and/or that may appear in this publication.

AAAA Aerial Agricultural Association of Australia

ABARE Australian Bureau of Agricultural and Resource Economics

ACEC Australian Cotton Exhibition Centre

ACGRA Australian Cotton Growers' Research Association

ACIC Australian Cotton Industry Council

ACCRC Australian Cotton Cooperative Research Centre (also Cotton CRC)
ACRI Australian Cotton Research Institute (located near Narrabri, NSW)
AFFA Agriculture Fisheries and Forestry — Australia

ANAO Australian National Audit Office

ARLP Australian Rural Leadership Program

ARRIP Australian Agricultural Research in Progress database

AWA Agriculture Western Australia (Department of)

AWM Area Wide Management

BMP Best Management Practice

BRS Bureau of Rural Sciences

Bt Bacillus thuringiensis (crystal protein expressed in INGARD® Cotton)
CAC Act Commonwealth Authorities and Companies Act 1997

CCA Cotton Consultants Australia Inc.

CRC Cooperative Research Centre

CRDC Cotton Research and Development Corporation

CSD Cotton Seed Distributors

CSIRO Commonwealth Scientific and Industrial Research Organisation

o
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DLWC
DNR
DOFA
ESD

EPA
EPBC Act
GMAC
GOA
GRDC
HRDC

ICAC
OGTR

IP

IPM
LWRRDC

MDBC
MLA

MP

NFF

NRA
NSW Ag
PIERD Act
QDPI
RCMAC
RIRDC
RRDCC
TIMS

TRC

Appendix B — Acronyms

Department of Land and Water Conservation (NSW)

Department of Natural Resources (Queensland)

Department of Finance and Administration (Federal)

Ecologically Sustainable Development

Environmental Protection Agency (NSW)

Environmental Protection and Biodiversity Conservation Act 1999
Genetic Manipulation Advisory Committee

Groundrig Operators Association

Grains Research and Development Corporation

Horticulture Research and Development Corporation
(now Horticulture Australia Ltd)

International Cotton Advisory Committee
Office of the Gene Technology Regulator
Intellectual Property

Integrated Pest Management

Land and Water Resources Research and Development Corporation
(now Land and Water Australia)

Murray-Darling Basin Commission

Meat and Livestock Australia

Member of Parliament

National Farmers’ Federation

National Registration Authority for Veterinary and Agricultural Chemicals
New South Wales Agriculture (Department of)

Primary Industries and Energy Research and Development Act 1989
Queensland Department of Primary Industries

Raw Cotton Marketing Advisory Committee

Rural Industries Research and Development Corporation

Rural Research and Development Chairs’ Committee

Transgenic and Insect Management Strategy committee

Technology Resource Centre (at the Australian Cotton Research Institute)

141
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COMPLIANCE INDEX

Annual Operating Plan

Audit Committee

Certification

Commonwealth Disability Strategy

Corporate Governance Statement

Developments since the end of the financial year, effecting:

[ operations in future financial years
[ results of those operations in future financial years
(1 state of affairs in future financial years

Directors

1 conflicts of interest
[ meeting attendance
[ meetings held

[ particulars

Ecologically sustainable development and environmental performance

Effects of Ministerial Directions

Enabling legislation

Equal Employment Opportunity

Freedom of Information

Financial Statements

General Policies of the Government

Indemnities and insurance premiums for officers
Intellectual Property Committee

Judicial decisions and reviews by outside bodies
Legislative functions

Legislative objectives

Location of major activities and facilities

Name of responsible Minister

Occupational Health and Safety (Corporate)

o

7,29, 66

57, 64, 65, 66
iii

72

56

Nil
Nil
Nil

63
65
65
59-62

71

9-11, 66
2,6

70
70-71
77-104
68, 70-72
63

64, 65
Nil

6

6

viii, 3, 68
6

7,69, 70
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Operational and financial results
1 principal outputs
major investing and financing activities

1 key financial and non-financial performance indicators

Operational environment

Organisational structure

Payments to Representative Bodies

Performance assessment

1 efficiency and effectiveness in producing outputs

clear links between outcomes, strategies and principal outputs

PIERD Act requirements
1 R&D activities coordinated or funded, wholly or partly
1 Amount spent in relation to each of those R&D activities

Revision of the Strategic (Five Year) Plan or
Annual Operating Plan during the year

Entering into agreements under sections 13 and 14 of
the PIERD Act, and activities in relation to those agreements

Activities during the year in relation to applying for patents
for inventions, commercially exploiting patented inventions
and granting of licences under patented inventions

{1 Activities of any companies in which the Corporation has an interest
Activities relating to the formation of a company

Political disclosures

Remuneration Committee

Review of Operations
Performance Review

{1 Principle outputs and contribution to outcomes

Service Charter

Significant Changes in state of affairs and/or principal activities
Significant events ( as referred to ins.15 of the CAC Act)
Stakeholders

Strategic (Five Year) Plan

Strategic Planning Committee

Subsidiaries

Compliance Index

8, 11, 27, 29, 32-53
16-21, 25-29, 32-53

16-21, 25-29, 41-42,
47-48, 53

2-5, 16-18, 22-24, 66
67
72

32-53
12-13

16-53, 106-139
27-28, 106-139

64

106-139

25, 64
Not Applicable
Nil

72
64

32-53
32-53

Not Applicable
Nil

Nil

7

7,9, 12-13, 66
64

Nil
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Accountability, viii |5, 32

Acronyms, 140

Agriculture, Fisheries and Forestry — Australia, 5,
1, 62

Annual Operating Plan, 7, 16, 29, 66

Area Wide Management, iv, 16, 33, 43

Australian Bureau for Agricultural and Resource
Economics, 22

Australian Centre for Agricultural Health and
Safety, 20, 50

Australian cotton area, 22

Australian cotton breeding program, iv, 22, 25, 36,
46

Australian Cotton Comparative Analysis, 18, 49

Australian Cotton Conference, 19, 44, 51, 52, 72

Australian Cotton Cooperative Research Centre
(Cotton CRC), 3, 4, 19, 33, 40-42, 45, 62

Australian cotton growers, iv

Australian Cotton Growers’ Research Association,
4,5,7,16,41, 47,52, 53, 57, 60, 72

Australian Cotton Industry Council, 4, 5, 10, 11, 21,
46, 59, 62

Australian cotton production, iv, 22

Australian Cotton Research Institute, 3, 51

Australian National Audit Office, 78

Australian native cottons, 36

Australian Rural Research In Progress database, 70

benchmarking, 44
Best Management Practices and Environment
research program, 13, 33, 40, 43, 49, 59, 60, 71
Best Management Practices Audit Program, 37-40
Best Management Practices Manual , 17, 38-40
Best Management Practices Program, iv, 2, 11, 23,
37-40, 50, 71
biocontrol, 21
biodiversity, 40
biotechnology, 10, 17, 33, 36
Board of Directors, 57, 67,
Audit Committee, 57, 59, 60, 61, 64
Chair, iii, iv-v, 57, 58
committees, 64-65
Conflicts of Interest, 63
Executive Director, 57, 62, 64

functions, 57
Government Director, 57, 62
Indemnities, 63
Intellectual property committee, 60, 61, 64
meetings, 65
Remuneration committee, 59, 60, 61, 64
Strategic Planning Committee, 59, 62, 64
Bollgard 11®, 35
Boyce Charted Accountants, 18, 44, 49
broad spectrum pesticides, 34-35, 43

Centre for International Economics, 21, 24, 46

Comcover, 63

Commonwealth Authorities and Companies (CAC)
Act 1997, 6, 7, 63, 64, 66, 72, 86

Commonwealth Disability Strategy, 72

Community and Economics research program,
13,49

Contractors and Consultants, 69-70

Corporate Functions, 6

Corporate Governance, 56-72

Corporate History, 2

Cotton Australia, 33, 38, 50

cotton communities, 49

Cotton Consultants Australia, 34

cotton harvest, 21, 50

Cotton Harvest Safety Video, 21, 50

Cotton Industry Environmental Audit, v, 18, 33,
50, 72

Cotton industry organisations, 4

Cotton Levy Act 1982, 6, 25

cotton production, 2

Cotton Research Council, 60, 61

Cotton Seed Distributors, 26, 61, 62

cottonseed oil, 11, 36, 45

CRDC logo, v

CRDC offices, 16, 68

CSIRO, 25, 26, 27, 36

CSIRO Plant Industry, iv, 45, 61, 63

Decision support tools, v, 51
Department of Land and Water Conservation, 40
Directors, 59-62

o



Directors, Appointment, 57

Directors, induction procedures, 56

Directors, Responsibilities, 57, 58

Directors, training, 65, 69

disease management, 18

Diseases and Weeds research program, 13, 33, 43,
60, 61

drip irrigation, 20

drought, 23

dryland (rain grown) cotton production, 22

Ecologically Sustainable Development , 71
economic impact, 49

Effectiveness Measures, 12

environmental impacts, 50

environmental management systems, 2, 37-40
environmental performance, 32

Equal Employment Opportunity, 70

ethical standards, 56

exchange rates, 21, 23, 24,46

Expenditure, viii, 16, 27, 81, 92

Farm Health and Safety Joint Research Venture, 50

farming systems, iv, 2

Farming Systems and Agronomy research
program, 13, 27, 33, 40, 43, 59, 60

Farming Systems Forum, 45

FarmSafe Australia, 20

fibre quality, 23, 25

Financial Statements, 77-104

Financial Statements, notes, 86-104

Fraud control, 66

Fraud Control, officer, 66

Fraud Control, policy, 66

Freedom of Information, 70-71

Funding, viii

Fusarium and Biotechnology Review, 17, 36

Fusarium Wilt, 21, 36

Government priorities, 9, 12, 33, 43
Grains Research and Development Corporation, 19

herbicide tolerant cotton (see Roundup
Ready® cotton),

Horticulture Australia Ltd, 19

human resources, 48

Human Resources research program, 11, 13, 49,
59, 62
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Industry Development Officers, v, 21, 33, 51

Industry Objectives, 8, 12

Information resource packages, v, 51

INGARD® cotton, 17, 18, 19, 35-36, 44

Insect Management research program, 13, 27, 33,
43,59, 60

Integrated Disease management Guidelines, 21

Integrated Pest Management, iv-v, 2, 16, 19, 33,
35,43

Integrated Pest Management Short Course, 21, 33

Intellectual property , 56, 69

Internet usage in industry, 52

irrigated coton production, 22

irrigation, 19

Land and Water Australia, 38, 40, 60

Land and Water Resources Research and
Development Corporation (see Land and
Water Australia),

Legislation, 6

Levy, viii, 16, 25-26

Managing Cotton Farm Safety Course, 20

Managing Cotton Farm Safety Manual, 20, 50

Micronaire, 23

Minister for Agriculture, Fisheries and Forestry,
6,7,9, 66

Mission, 2

Murray-Darling Basin Commission, 38

National Australian Cotton Trade Show, 16

National Centre for Engineering in Agriculture,
19-20

National Cotton Extension Team, 21, 38

National Cotton Extension Team, viii, 3, 21, 38 51

National Registration Authority, 18

NSW Agriculture, 21, 61

Occupational health and saftey, 20, 21, 50, 69-70
Office of the Gene Technology Regulator, 45
Organisational structure, 67

Outcome, 2, 8, 11, 12

Outcome/Outputs framework, 7, 29, 32

Outputs, 8, 11, 12, 27, 71
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Parkin Review, 17

Parliamentary Secretary to the Minister for
Agriculture, Fisheries and Forestry, 5, 7, 9, 16,
63, 66

People and Communities Output, 8, 12, 27, 29,
28-53,71

performance measures, 41-42, 47-48, 53

pesticide application, 34

Pima cotton, 22

Plant breeding (see Australian cotton breeding
program),

Plant Breeding and Biotechnology research
program, 13, 33, 43, 59, 61

Portfolio Budget Statement, 7, 18, 25, 29, 41,
47,53

post graduate scholarships, 52

Primary Industries and Energy Research and
Development (PIERD) Act 1989, 2, 6, 8, 12, 25,
32,63, 64,74

Primary Industries Levies and Collections Act 1991,
6

Processing and Market research program, 13, 43,
49,59, 62

Profitability, v

Profitability and Competitiveness Output, 8, 12, 27,
29, 42-48, 71

Queensland Environmental Protection Authority,
63

Raw Cotton Marketing Advisory Committee, 4, 5,
10, 22

representative bodies, 72

research grants, 27, 33

Research Program, 13, 27, 28, 32, 58, 106-139

research program consultants, 67

research program coordinators, 58, 67

Research Reviews, 17

Reserves, 26

resistance (to pesticides), 17, 60

resistance management strategies, 35

Resistance Review, 17

Revenue, 16, 25, 26, 81, 87, 91

Risk Management Plan, 56

Roundup Ready® cotton, 18, 37, 45

Roundup®, 18, 37, 45

Royalties, viii, 25

Rural Industries Research and Development
Corporation, 50

Rural Research and Development Corporations, 3

Selection Committee, 57, 73-76

Selection Committee, Costs, 76

Selection Committee, Members, 75

Selection Committee, Presiding Member, 74

Silverleaf whitefly, 17-19

soil health, 45

Soils research program, 13, 33, 43, 60, 61

Spray application, 17

SPRAYpak, 21

Staff, 67-68

Staff changes, 69

Staff training, 69

Stakeholders, 67

Statement of Principles, 56, 68

Statutory Objects, 8, 12

Strategic (Five Year) Plan 1998-2003, 7, 8, 9, 16,
29, 33,43, 49, 66,

strategic review , 56

Strategies, 13, 32-33, 43, 49

subsidies, 24, 46

Sustainability, v, 8, 9, 12, 27, 29, 32-42, 71

Technology Resource Centre, 42, 48, 53

Technology Transfer and Extension research
program, 13, 27, 33, 43, 49, 51, 61

Third World Rural Womens' Congress, 20, 50

trade and market access, 10

training, 56

Transgenic and Insect Management Strategy
committee, 35

transgenic cotton, 35, 36, 37, 44

Trees on farms, iv

Triple bottom line, v, 32, 48, 71

University of New England, 40

Vision, 2

Water research program, 13, 27, 33, 43, 60
Website, 3

WEEDpak, 21, 37

Weeds research program, 37

Wetlands, iv

WinCott, 20, 50, 52

world cotton market, 21, 24, 42, 45, 46, 49
world cotton prices, 23, 42

World Cotton Research Conference, 52

Yield, iv, 2, 22
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