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Executive Summary

What the report is about?

The report aims to assist the Southern Rock Lobster (SRL) industry with refining the live export supply
chain to China. Research has identified issues relating to the cold chain, particularly at the domestic air
freight stage, and practical solutions have then been proposed to address them.

The researchers spoke to and met with 29 stakeholders across the supply chain to conduct this analysis,
including fishers, exporters, CTOs, freight forwarders and airlines. Desktop analysis was also completed.
This research was conducted over a period of 3 months.

Background

Project 2018-176 was commissioned in order to improve export outcomes for the SRL industry — with
particular focus on exports to the Chinese market. Exporters have experienced increased issues relating
to lobster mortality in the supply chain and maintaining effective temperature control, which has
impacted upon returns to industry.

Feedback from industry stakeholders engaged during the project identified the domestic supply chain
and specifically air freight operations as critical areas of focus. This research therefore targeted
understanding challenges and opportunities at this stage of the supply chain, and crucially, the ways in
which the industry can collectively address the pain points and refine the live export supply chain.

Aims/objectives

There are three key objectives that the research team agreed with Southern Rocklobster Limited and the
FRDC at the start of the project. These were:

e Develop a full understanding of the supply chain for Southern Rock Lobster into export markets, to
be able to pinpoint the key challenges faced in ensuring quality and maintaining temperature control.

e Understand the range of options for improvements to the export cold chain, considering best
practice, technologies and efficiencies. This includes opportunities for temperature control,
regulatory reform and collaborative infrastructure.

e Identify the innovations and initiatives likely to have the most significant impact on the quality of
Southern Rock Lobster exports, and practically prioritise these for future implementation.

Methodology

The research team followed four phases of work, designed to contribute to the project’s outcomes in a
logical way.

e The first phase (2 weeks) focused on kicking off the project with confirmation of the research focus
and the goals of the research. A collaborative kick-off meeting was conducted, and a review of
background information and contact lists for stakeholder consults.

e The second phase (5 weeks) focused on reviewing the current value chain, with the research team
speaking to/visiting 29 stakeholders to uncover pain points experienced by SRL exporters across the
supply chain, and then conducting additional analysis to verify and add detail to the identified issues.

e The third phase (4 weeks) formulated a range of solutions to address identified supply chain issues.
Each solution was workshopped, discussed with industry stakeholders to verify suitability, and
researched.



e The fourth and final phase (2 weeks) focused on creating an implementation plan for the proposed
solutions, with timelines and activities listed for Southern Rocklobster Limited and other industry
stakeholders to action.

Results/key findings

Southern Rock Lobsters (SRLs) are a premium, high value product, where the end product quality is a key
indication of the performance of the export supply chain. Catch quality by fishers and subsequent
handling must be effectively managed throughout the supply chain as the product is highly sensitive to
poor handling and temperature variation during transit.

The key findings of Project 2018-176 include the identification of key issues faced in the live export
supply chain for SRLs, proposed solutions to address them, and implementation work packages to assist
the industry with actioning the aforementioned solutions.

Issues

The 14 issues identified are grouped into four main themes as illustrated below. Issues are explored in
depth in the results section of this report.

ml Overlapping departmental jurisdiction of regulations

nl Product handling at the airport is poor

nl No SRL live export policies adopted by airlines ml Variances in customs and quota documentation

nl Flight arrival and customs timings rarely align nl Handling guidelines are not compulsory or export focused

| High competition for air freight space Hegulation nl The Clean Green Program is not focused on exports

and
Standards

Airport
Operations

nl No cold chain and handling capability after freight forwarder

nl Lack of industry collaboration for live exports | nl No accountability for SRL mortalities

nl Data analysis is reactive and poorly utilised | I ! “l Lack of formal contracts and supply chain success metrics

nl Industry innovations have not been harnessed | nl QOver-reliance on exports to China

Industry

Coordination Markets

Solutions

To address the specific challenges and choke points identified in the current state export supply chain
assessment, solutions have been formed which detail how Southern Rock Lobster Limited can support
the industry through particular initiatives. These are structured within three classifications, which
broadly align to how disruptive and innovative the solutions may be for the SRL industry. The solutions
are explored in depth in the results section of this report.
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Addressing specific and highly targeted supply chain choke points,
these solutions are likely to be easier to implement and able to be
addressed in isolation from broader industry drivers. They are smaller
opportunities that refine single points of the supply chain, however
have a limited impact on the overall picture.

Incremental

The solutions classified under this level are more innovative and
thought-provoking — they are likely to have a significant impact upon
points in the SRL supply chain, however be supported by clear paths
to implementation. They are likely to be able to have a noted impact

on the supply chain, without requiring major upheaval.

Innovative

These solutions are likely to fundamentally change the ways that the
SRL industry operates and conducts live exports. They are likely to
require significant industry cress-collaboration, investment and
changes to the existing supply chain. Despite being challenging to
implement, they will transform the way in which SRLs are exported.

Fundamentally
disruptive

Incremental Innovative Fundamentally disruptive

Potential

Establish a framework and
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(CGP) to other industry
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Roll-out of the Known Consigner
and Trusted Trader schemes across
the SRL industry

Development of supply chain
performance metrics

MICoR entry for SRLs should be
created

Implementation work packages

Transform paperwork to digital
documentation

Industry-wide approach to data
management and fracking solution

Future ChAFTA amendments

SRL supply chain analytics and
issue response framework

Explore new export markets

Independent or industry-sponsored
entity fo consolidate industry scale

Investigate alternative airports to
support future SRL exports

Shared industry infrastructure at the
domestic airport

Six programs of activity have been developed to support the SRL industry with implementing supply
chain solutions that address the issues identified in the review. The timeframes, costs and complexity of
each package varies. The formed work packages will facilitate the industry to work towards the
incremental and innovative solutions through general industry engagement, stakeholder incentivisation
and a combined program of activity. The fundamentally disruptive solutions are broken down from the
significant projects into targeted activities. Work packages are explored in depth in the results section of

this report.
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Work Package Timeframe Estimated Costs Complexity
n Industry change program 1 year (and ongoing) Low Low
Engagement with airport stakeholders 1 year Low High
n Program to address incremental solutions <1 year Medium Low
n Program to address innovative solutions 2 years Medium High
Bl oot anest nestuctre
n Identifying alternative airports for export 2 years Low High

Implications for relevant stakeholders

The findings detailed within this report have implications for all stakeholders engaged across the SRL live
export supply chain — particularly at the domestic end. SRL exporters in particular will need to action
change if they are to realise the maximum benefits of the proposed solutions. This will range from minor
initiatives such as AVE labelling, to significant endeavours such as fundamentally changing the way that
supply chain transactions are managed and contracted.

Cross-industry collaboration will be required if the industry is to progress these interests as a whole,
meaning that Southern Rocklobster Limited will be required to take on a leadership and coordination
role, whilst other supply chain stakeholders such as freight forwarders, CTOs and airlines will need to be
incentivised and engaged for many of the solutions to be progressed.

Keywords

Southern Rock Lobster - SRL (Jasus edwardsii), Supply Chain, Export, Freight, China, Cold Chain, Air
Freight
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Introduction

The Southern Rock Lobster (SRL) supply chain involves many stakeholders in the flow from ocean to plate.
To ensure that product flows quickly and under strict temperature control, each leg and handover needs to
controlled, consistent and focused on quality to the end consumer. Project 2018-176 was developed
specifically to assess this process and to improve the quality of Southern Rock Lobster exports, which is a
strategic initiative of the sector. Addressing this challenge will benefit fishers, end consumers, and the
broader industry value chain participants.

The majority of Southern Rock Lobster catch is exported to Asian markets and in particular China — 95% of
Australia’s 2,986 tonne harvest lands in this country. However, this lengthy supply chain requires
enhancement, to protect the sensitive and temperature-dependent product and ensure that the end
consumer receives a premium SRL. With price directly correlated to quality of the lobster, ensuring that a
high-quality product is received by the end consumer has direct financial outcomes for Southern Rock
Lobster stakeholders back in Australia. The SRL processor does not control the supply chain, and loses
visibility when the product is delivered to the freight forwarder. Brand image and product quality are being
compromised by the inconsistencies in packing and transporting of product.

Recent developments in technologies, logistics, techniques, and best practice could help to transform the
cold chain to ensure that there is greater visibility and consistency of Southern Rock Lobster supply to
China. Each leg and handover needs to controlled, consistent and focused on quality to the end consumer.
Therefore, this cold chain review has been commissioned to investigate ways to improve the integrity of
the end to end cold chain and reduce time to market. A consistently fresher, less spoiled product will
generate higher prices and enhance the brand reputation of all Southern Rock Lobster members.

The project scope was developed from initial conversations with Southern Rocklobster Limited, following
stakeholder consults and a kick-off meeting. Industry feedback revealed a focus on the airfreight node to

preserve the cold chain when exporting live lobsters to China, and this directed the following supply chain
review and formulation of strategic solutions.



Objectives

The following objectives were agreed with Southern Rocklobster Limited and the FRDC at project

commencement:

1 Develop a full understanding of the supply chain for Southern Rock Lobster into export markets, to be
able to pinpoint the key challenges faced in ensuring quality and maintaining temperature control.

2 Understand the range of options for improvements to the export cold chain, considering best practice,
technologies and efficiencies. This will include opportunities for temperature control, regulatory reform
and collaborative infrastructure.

3 Identify the innovations and initiatives likely to have the most significant impact on the quality of
Southern Rock Lobster exports, and practically prioritise these for future implementation.

Methodology

The research team followed the four distinct phases of work to address the project objectives in a logical

manner.

Phase

Confirm context

Review the Current Supply
Chain

Strategic Solutions
Development

Implementation Planning

Final Reporting

Project planning was conducted during this phase — confirming timelines, priorities and approach for the
research. Existing background data was also gathered and analysed, alongside a kick off workshop with
industry participants, which confirmed the context and core issues that the project would specifically
address.

Understanding the choke points in the supply chain through mixed-methodology research. This included
interviews with stakeholders throughout the supply chain, analysis of supply regulations and policies, and
desktop data analysis. This phase enabled a prioritisation of key supply chain challenges to address.

Forming of key solutions to address the specific choke points identified in Phase 2a. This phase included
analysis of opportunities within areas such as: technology, business model innovation, physical
infrastructure and industry collaboration. This phase resulted in a list of solutions verified with industry
participants.

For the identified solutions, this phase aimed to form a series of recommendations and define how they can
be practically implemented, and the development of a high level implementation plan.

During this phase, we consolidated the outputs from each phase into a single report that offers a cohesive
overview of the challenges, potential solutions and roadmap for the Southern Rock Lobster export supply
chain.

The phases within the methodology are broken down below:

Phase 1 — Confirm Context — 2 weeks

e The aim of this phase was to understand the existing strategy, context and objectives for the
project, to ensure that the work throughout the project was relevant to member’s needs. An initial
scan of the landscape for cold chain innovations was also conducted.

e Project mobilisation occurred at the start of this phase, including completion of required kick-off
documentation. A data request was also made at this stage.

e Project plan, outlining objectives and activities for the project, and including the template extension

strategy, was created.

e A workshop with major stakeholders was held to gather targeted insights and validate the

approach.

e The research team spoke with the leader of Project 2018-004 Safefish 2018-2021 to ensure
learnings from this project were applied.



Phase 2a — Review the current value chain — 5 weeks

e The objective of this phase was to review current links in the supply chain and to identify the
potential causes of product degradation and delay to delivery — thus those areas most critically
requiring updates.

e Interviews (in person or over the phone) of key operators in the supply chain were conducted to
uncover pain points (total of 29).

e This primary research was supplemented by a desktop review of aspects of the cold chain and
related technologies, including case studies from other fresh or live export industries

+ Ferguson Australia
+ ARGARTH FISH PROCESSOR PIL

. » Redrock Lobster
* The Lobster Council of Canada . +  Port McDonald-Fishers
Foreign Fishers + Apollo Bay Fisherman's Co-Op
Gﬂ\fﬂ'ﬂ_m[lfs : and : g::ﬁ;rds Grou,
SHIsHisations Lenae + 1S) Seafood |
+ Limestone Coast Fishermen's Co-op
» Southern United Seafood
* Air China
+ Qantas - Australian &
+ China Southern State Gov. .
_ » Department of Agriculture
+ Department of Agriculture in Victoria
- Industry
Container A nn:inﬁons
Terminal & Researchers, + Freight Trade Alliance
Operators «  University of Tasmania
»  Menzies Freight
+  Qantas Freight Forwarders
« Toll

Other
* Ag Tech Capital Investment Co.
» Ocean Perfect (Netherlands)

*  Main Freight - New Zealand » SF Express
+ Main Freight - Victoria « Sedna Technologies
» CT Freight (Tullamarine) » Asparagus New Zealand

Phase 2b — Strategic solutions development — 4 weeks

The objective of this phase was to formulate a series of strategic solutions for SRL exporters to refine
the cold chain and address challenges identified in phase 2a. The research team tested initiatives with
supply chain stakeholder to confirm practicality, viability and likely benefits.

Each solution option was profiled and classified according to their potential for change in SRL industry
exports. Additional research was conducted as to similar case study examples where the solution has
been applied elsewhere.

Phase 3 — Implementation planning — 2 weeks

The objective of this phase was to understand how shortlisted cold chain solution initiatives could be
practically implemented, placing these on an estimated timeline.

The research team created practical strategies on how to the SRL industry can improve elements in the
supply chain to make enhancements identified in Phase 2b.

Each suggested work package detailed set activities and timelines for implementation, and stakeholder
involvement that would be required across these activities.

Phase 4 - Final reporting — 2 weeks

Running concurrently to Phase 3, this activity brought together the findings and outcomes of the above
phases into a single coherent report that logically flows through the identified issues, solutions and
practical considerations.



Results & Discussion

SRLs are a premium, high value product, where the end product quality is a key indication of the
performance of the export supply chain. Catch quality by fishers and subsequent handling must be
effectively managed throughout the supply chain as the product is highly sensitive to poor handling and
temperature variation during transit.

In order to address these project objectives and enhance the outcomes for the Southern Rock Lobster
industry, Project 2018-176 was designed around three core requirements explored in the previous section.

The report’s findings follow the format listed below, exploring the issues identified across the supply chain
review, proposed solutions to address them, and implementation work packages that will support the
industry with realising the supply chain enhancements.

Identified issue categories Proposed solution types Implementation recommendations

Airport Operations Industry change program

Engagement with airport stakeholders

Regulation and Standards Program to address incremental

solutions

Program to address innovative

solutions
Industry Coordination

Development of shared industry
infrastructure and consolidated
exports

Fundamentally disruptive KIeNTVIngia IMEIDUIET0Y

Issues

The key findings outlined in this report are based upon interviews with stakeholders represented across the
value chain and subsequent research and analysis. The findings particularly address the issues identified
within transport and airfreight activities. The 14 issues identified are grouped into four main themes.

I Product handling at the airport is poor ml Overlapping departmental jurisdiction of regulations

nl No SRL live export policies adopted by airlines ml Variances in customs and quota documentation

| Handling guidelines are not compulsory or export focused

| High competition for air freight space Regulation nl The Clean Green Program is not focused on exports

and
Standards

Airport

|

|

n| Flight arrival and customs timings rarely align |

|

Operations l

nl No cold chain and handling capability after freight forwarder

ml Lack of industry collaboration for live exports | nl No accountability for SRL mortalities

nl Data analysis is reactive and poorly utilised | Bl Lack of formal confracts and supply chain success metrics

' nl Industry innovations have not been harnessed | ml Over-reliance on exports fo China

Industry

Coordination Markets




Issue 1: Expertise and understanding in the handling of live SRLs for export is poor at the domestic airport
and associated logistics activities within the domestic supply chain

Many industry stakeholders have outlined that individuals handling live lobsters at the domestic airports
are not trained nor informed as to how to properly manage SRLs as a live product in transit. There is a lack
of specific training and understanding for the handling of live products, and as a result mistakes are
frequently made by domestic airport operations staff relating to the positioning and treatment of SRL
shipments.

Issue 2: There are no specific SRL live export policies implemented by the airlines, therefore SRLs do not
receive appropriate handling during air transport

Though many airlines and CTOs operate general policies for temperature control and other freight
management variables, few have specific live export policies that designate controls and processes for
managing products (such as SRLs) in transit. None have specific handling policies for SRLs. This lack of
common practice results in variable management and mortality results are heavily dependant upon flight
operator and handler.

Issue 3: There is no accountability for SRL mortalities and limited visibility and traceability of product
through the supply chain

SRL exporters are liable for the condition of the product until it reaches the end buyer in the export market.
However, there is limited visibility of product condition through the supply chain, including at the high risk
nodes, therefore assigning accountability for mortalities is very difficult. Despite some limited data
gathering using RFID, extensive traceability is missing and product oversight varies by exporter.

Issue 4a: Regulatory inconsistencies and ‘black spots’

The domestic SRL supply chain is regulated by a number of bodies that provide policies and legislation
within their specific areas of jurisdiction, particularly the Department of Agriculture and the Department of
Infrastructure, leading to inconsistencies and overlaps. Certain requirements relating to catch records and
reporting requirements also differ by state.

Issue 4b: Market and state-based variances in documentation formats create conflicts for recording and
managing information

Stakeholders, particularly those with regulatory oversight, have different requirements for paperwork.
Within Australia, catch data varies in how it is managed across the states, meaning inter-state movement
faces inefficiencies and conflicting data recording methods. Additional challenges are experienced at
Chinese Customs, requiring paper documentation — whereas Australia can approve exports digitally.

Issue 5: Formal contracts outlining service and handling expectations are not used with supply chain trading
partners

From exporter to buyer, there is a lack of formal contracts with specific success metrics. Airlines, CTOs and
freight forwarders are not held accountable to a set of mortality rates or quality metrics, thus the exporter
remains solely liable for the majority of issues in the supply chain. Furthermore, sales and prices for China
are often managed via WeChat as opposed to formal trading systems.

Issue 6: Flight arrival and (destination) Customs operating timings rarely reconcile, resulting in additional
handling and storage, and challenges in cross-border communication

Dealing with Customs officials in foreign markets is challenging due to the varying practices, languages and
time zones. Coordination of flights arriving in China is a significant challenge for the SRL industry. Direct
flights are preferable, however these face additional complexity, i.e. timing inconsistencies between arrival
and Customs clearance (opening hours) which increases product exposure to poor temperature and
handling risks.



Issue 7: Air freight space is becoming increasingly competitive

The Australian agricultural export trade has rapidly grown in recent times, however capacity of air freight
has not kept pace. SRL faces competition from other high value and volume categories such as beef, dairy
and pharmaceuticals — decreasing availability on specific flights and therefore increasing cost of air freight.
This limits SRL supply chain responsiveness and can lead to delays at the airport, and issues with
prioritisation for loading product onto flights.

Issue 8: SRL’s Recommended Guidelines are not compulsory and do not cover all export supply chain
processes

Southern Rocklobster Limited’s recommended guidelines for live SRL handling are focused on food service
channels and processes as opposed to being export-specific and including dedicated practices for
stakeholder groups such as airlines and freight forwarders. Furthermore, monitoring and governance can
be challenging as the guidelines are not enforced — acting as an optional best practice guide.

Issue 9: The Clean Green Program advocates a ‘pot to plate’ standard, however, with the program not
covering the entire supply chain, the value proposition and end impact is limited

The Clean Green program was formed as an independently audited, standards-based program. However, it
is heavily focused on the fishing stage and OH&S standards rather than export or supply chain activities.
Furthermore, there is a perceived lack of benefits for the end consumer to eat a lobster that is Clean Green
certified — the program acts as a cost to exporters rather than having visible upside.

Issue 10: The SRL Industry lacks supply chain collaboration, resulting in limited economies of scale and
potential shared efficiencies

Current industry collaboration between exporters is minimal. There is significant distrust between industry
players, and the scale of various businesses, as well as geographic spread, means that initiatives such as
collective negotiation, shared shipments, and other related efficiencies are not realised.

Issue 11: SRLs are subject to varying storage conditions

Live SRLs are kept in a cold chain environment for only part of the export supply chain. Once custody moves
from the Freight Forwarders to CTOs, the cold chain ends as AVEs are stored in open environments subject
to outside air temperatures. Site visits observed that although there are processes in place to transport
SRLs as quickly as possible to the aircraft, variables such as flight delays and other factors can influence this
outcome.

Issue 12: Data format and analysis is highly variable and reactive

The export supply chain involves a large number of stakeholders with varying systems, competencies and
capabilities. The amount of information that is collected includes key insights such as temperature, length
of transit and storage time, issues logging or abnormalities. The current systems are predominantly paper
based, with varied and limited digital integration, restricting the opportunity for effective data analysis and
insights.

Issue 13: Innovation in packaging and processing has not been harnessed by the SRL industry

Despite having engaged with a number of domestic and international businesses that provide innovative
supply chain technologies such as enhanced packaging and containers for live product, there has been a
lack of innovation applied within SRL for export product. Exporters tend to manage upgrades to their supply
chains in isolation, limiting the impact of these technologies being applied by the broader industry. There is
limited collaboration around innovation in the industry.



Issue 14: The industry is over-reliant on Chinese demand

The vast majority of SRL exports are destined for China due to the high prices achieved and consistent
demand. However, this exposes the SRL industry to significant market risk. Market disruption could halt
trade entirely and damage livelihoods of fishers and processors. Similarly, many inefficiencies in the supply
chain are located at the China-end — only trading into this market means that SRL exports have associated
risks and challenges.

Solutions

To address the specific challenges and choke points identified within the current export supply chain,
solutions have been formed, providing details of how Southern Rock Lobster Limited and the FRDC can
support the industry through the particular initiatives. The solutions are structured within three
classifications, which broadly align to how disruptive and innovative the solutions may be for the SRL
industry.

impact

Incremental Innovative Fundamentally disruptive

Potential
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Solution 1: Establish a framework and mechanism to facilitate greater industry collaboration

There is a need for Southern Rocklobster Limited and the SRL Exporters Association to form close and
trusted relationships with CTOs and airlines, which will enable issues to be raised and addressed on behalf
of the industry. This will assist stakeholders to develop a greater understanding of the specific handling
needs of SRLs, and how to swiftly and directly rectify issues in order to limit impacts to SRL product quality
during shipments.

Solution 2: Extension of Clean Green Program (CGP) to other industry stakeholders

The SRL will benefit by extending CGP practices and processes mandated under the scheme to ‘certified
handlers’ alongside the current ‘certified vessels and fishers’. Including all participants from the export
supply chain (e.g. freight forwarders, CTOs and airlines) within the scheme, will help to improve
understanding of SRL handling and encourage accountability. The CGP can be used as a compulsory
mechanism across all fishers and exporters to ensure that quality being exported is standardised across the
industry.

Solution 3: Transform paperwork to digital documentation



Digital paperwork in Australia across the SRL export supply chain will significantly reduce delays that are
caused by errors on paperwork and manual data entry. Extending this from quota management through to
air freight bookings will result in faster, more responsive supply chains that can improve the just-in-time
delivery model to the airport and the integrity of lobster shipments. Subsequently rolled out to China
Customs Authority with e-certification and no requirement for physical health certifications with each SRL
shipment, delays will be significantly reduced.

Solution 4: Industry-wide approach to data management and tracking solution

Standardised data captured by exporters and participants throughout the supply chain (such as how
lobsters are stored, duration of transit and temperature etc.) will enable industry-wide trends to be
monitored and addressed. An integrated traceability solution that is non-intrusive and tamperproof can
then be implemented to track this data from the point of catch until reaching the end consumer.

Solution 5: AVE labels applied to signal they contain live lobsters

Labelling occurs on the polystyrene boxes to prepare live lobsters for export, however, once placed in the
AVEs for preparation to be boarded on the aircraft, there is no prominent labelling on the AVE. Adding
simple, visible labels to this infrastructure can prompt workers handling a significant number of AVEs to
consider the specific handling needs of live lobsters.

Solution 6: Roll-out the Known Consigner and Trusted Trader schemes across the industry

The Known Consignor scheme significantly reduces the time that a shipment must spend at the airport for
security scanning and additional Customs checks. By allowing pre-clearance for cleared exporters,
shipments will have greater flexibility in timings between transportation modes, whilst costs of security
scans and related documentation also decline. Accreditation with the Trusted Trader scheme will also have
similar benefits, though is less specific to air freight

Solution 7: Development of supply chain performance metrics

The SRL industry should implement baseline standards and measures for export to ensure product quality is
maintained, and for animal welfare and food safety to be measured throughout the supply chain. These
measures should be included within formal contracts with supply chain participants, to increase
accountability for performance throughout the supply chain and to form more binding evidence when
claims need to be submitted.

Solution 8: MICoR entry for SRLs should be created

The Manual of Importing Country Requirements (MICoR) should be developed and regularly updated to
offer greater depth of information specific to SRLs. Treatment requirements, supply chain processes and
other technical information should be added on a species specific basis for SRLs within MiCoR, acting as a
repository of information that is accurate, thereby enabling exporters to check compliance.

Solution 9: Future ChAFTA amendments

Through a combination of strategic export and a longer free trade relationship with China, New Zealand’s
Free Trade Agreement (FTA) is in the process of being upgraded, with benefits such as confirmed Customs
clearance times and easier access to China. The Australian SRL industry should work with the Australian
Government and seek to follow suit, aiming to achieve improved Customs commitments and improved
market access that can support the industry with faster processing and reduced costs of export to China

Solution 10: SRL supply chain analytics and issue response framework

Develop an SRL industry-level framework that measures key supply chain KPIs and monitors critical issues
relating to live exports. This may include emergency response planning for existential events, or processes
to expedite claims for particular shipment damages. Data should be utilised to track SRL exports and offer



full supply chain traceability to facilitate issue monitoring, with the action plan offering a clear framework
for managing challenges that arise. The supply chain Framework should adopt digital technologies that
collate and share supply chain data with all participants in an easy to use format.

Solution 11: Independent or industry-sponsored entity to consolidate industry scale

Economies of scale deliver increased competitiveness and bargaining power. A collaborative approach to
industry exports would assist exporters to have more presence and influence in negotiations with customs,
airlines, airports, transport providers etc. as a result of leveraging greater volumes and/or more frequent
shipments. This entity will provide value to smaller exporters who do not fill a whole AVE, as consolidation
can drive cost efficiencies and facilitate leverage with all trading partners to strike better deals for SRL as an
industry.

Solution 12: Investigate alternative airports to support future SRL exports

Alternative routings should be explored for future SRL exports, where SRL can leverage airline transit
networks through different Australian capital hubs (and potentially abroad). Particularly for those SRLs that
require significant transportation to Melbourne airport, efficiencies should be reviewed. Timings may
reconcile better with Chinese customs and overall transit time from pot to plate may be shorter.

Solution 13: Shared industry infrastructure at the domestic airport

Shared infrastructure such as tanks, holding facilities and packing infrastructure either at or near the airport
will provide an opportunity for aggregation of SRL, enabling greater control over these processes (and
associated costs). SRL exporters can handle shipments in appropriate ways to increase quality of SRL
transportation and reduce the likelihood of damage, and ensure that SRL ‘just-in-time’ logistics is made
more efficient by meeting cut-off points at the airport without being exposed to loading delays.

Solution 14: Explore new export markets

The SRL industry is nearly exclusively dedicated to exporting live products to China, meaning that it is
heavily reliant upon these markets and supply chains’ performance in order to sustain the industry as a
whole. Developing new markets through building of a brand and presence in alternative Asian markets
would both facilitate demand growth that offers new revenue opportunities, and help to protect the
industry from failure or issues specific to the China market.

Implementation Recommendations - Work Packages

Six programs of activity have been developed to support the SRL industry with implementing supply chain
solutions that address the issues identified in the review. The timeframes, costs and complexity of each
package varies.

Work Package Timeframe Estimated Costs Complexity
Industry change program 1 year (and ongoing) Low Low
Engagement with airport stakeholders 1 year Low High
Program to address incremental solutions <1 year Medium Low
Program to address innovative solutions 2 years Medium High

Development of shared industry infrastructure

and consolidated exports >3 years High High

Identifying alternative airports for export 2years Low High



Work package 1: Industry change program

An Industry Change Program is required to prepare exporters for the actioning of improvements in their
supply chains, and to form a channel of communication for Southern Rocklobster Limited to inform industry
around the solutions being implemented. These channels can also be used to promote best practice in
export supply chains, and encourage collaboration across exporters.

Work package 2: Engagement with airport stakeholders

Manufacturing a win-win scenario for those stakeholders that handle SRLs at the airport, as well as the
exporters, will produce better outcomes for all parties. Airport handlers require incentives and engagement
through regular communications and negotiations around improving performance. An SRL-led process of
agreeing optimal handling requirements and creating engagement strategies to enable this will ensure
greater understanding of the SRL handling requirements and motivate airport stakeholders to comply with
SRL-specific policies.

Work package 3: Program to address incremental solutions

The proposed incremental solutions are considered by industry participants to be ‘hygiene factors’ that
need to be stood up quickly, making immediate impacts on the export supply chain. Initial planning and a
coordinated approach is critical to manage the concurrent implementation of the six solutions - a targeted
PMO will need to be responsible for tracking these solutions.

Work package 4: Program to address innovative solutions

The proposed innovative solutions require a similar process, but will require more time consuming and
resources to execute. The solutions are more complex and will involve more stakeholders, meaning
effective project management and monitoring is critical.

Work package 5: Development of shared industry infrastructure and consolidated exports

Solutions 11 and 13 in the previous section of the report propose shared industry infrastructure at the
airport, and consolidation of exports at this point, to enable greater control of the supply chain and
collective economies of scale. To implement this, feasibility and strategies for entity structures, investment
and ongoing operations need to be established.

Work package 6: Identifying alternative airports for export

With particular issues identified at Melbourne Tullamarine airport, where the majority of SRL exports
currently transit, domestic and international alternatives provide the opportunity to circumvent and
enhance supply chain performance. Feasibility analysis is required to understand the supply chain
implications that a change may have upon SRL exports, alongside appropriate logistics planning.
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Timeline of work packages

Targeted activities completed over designated time periods will help the SRL industry to commit
appropriate resources in order to achieve the supply chain enhancements related to each proposed
solution. The following timeline for the 6 work packages is outlined below.
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Conclusion

Overall, a number of key prevalent issues challenging SRL exporters have been identified in the export
supply chain to China, particularity at the airfreight and logistics node within the supply chain. To address
these challenges and work towards improved export outcomes for the industry, there are a series of
strategic solutions that offer opportunities for the SRL industry to refine specific areas of the supply chain.

Clear practical pathways to implement these solutions have also been formed to provide the industry with
practical insights. Southern Rocklobster Limited and industry stakeholders need to work togetherin a
collaborative manner to progress refinements to the cold chain, including a focus on areas in physical
infrastructure, regulation/policy, industry collaboration and business model innovation.

Implications

The proposed supply chain refinements for export of live SRLs affect each stakeholder group differently in
terms of their operations. To ensure optimal quality and preservation of the cold chain, the following
implications for each critical stakeholder group are listed below:

SRL Exporters - there will be an increased need for SRL exporters to engage further down the supply chain
(e.g. with stakeholders that handle the product) and to make a series of investments into proposed industry
initiatives.

Freight Forwards, CTOs and Airlines — will be required to engage actively with the industry to progress
solutions that will have mutual benefit. Temperature control, enhanced handling processes and updated
guidelines and policies are particular areas where discussion is required.

Southern Rocklobster Limited - will be required to take a leading role in coordinating industry activities and
managing work packages to implement the proposed solutions.

The FRDC - will be required to support Southern Rocklobster Limited in implementing findings and
prioritising solutions based on timelines.
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Recommendations

It is recommended that the SRL industry further explores the proposed solutions through the
implementation Work Packages.

Work package 1: Industry change program

An Industry Change Program is required to prepare exporters and other industry participants for actioning
the improvements to their supply chains, and to form a channel of communication for Southern
Rocklobster Limited to inform industry stakeholders around the solutions being implemented. These
communications channels can also be used to promote best practice in export supply chains, and
encourage collaboration across exporters.

Activities:
Stakeholderidentification Facilitated industry Agreed exp(_)rts_tandards Industry education Continuousindustry
workshops and objectives program engagement
1 month 2 months 3 months 6 months Ongoing
Stakeholders:

Southern Rocklobster Limited (with external support) to lead and manage these activities, with primary focus of engagement being with SRL exporters

Map SRL export supply chain
stakeholders and form a
detailed contact database of
processors engaged in export
Strategic exercise fo consider
how each stakeholder group
may be impacted by supply
chain solution implementation
and the information that each
requires fo be prepared and
informed. Determine

* How o communicate

+  Whatto communicate

Develop information and agenda
for industry workshops that aim

to

Update exporters on new
initiatives

Seek feedback, buy-in and
identify resistance to
changes

Share best practice in
export supply chains
Extend the findings of this
supply chain review
Connect stakeholders and
encourage collaboration

Disseminate information
factsheets to exporters with
similar aims to the above

Across exporters, agree
objectives forthe future of SRL
exports and best practice
standards for the supply chain
Form and articulate a value
proposition to exporters as to
why collaboration and shared
supply chain management is
important.

Incorporate the agreed
standards into the following
industry education program,
and integrate with the existing
Clean Green Program and SRL
supply chain management
guidelines

Work package 2: Engagement with airport stakeholders

Develop a training course
based upon the agreed
across-industry SRL export
standards, incorporating both
explanation of the standards
and how individual exporters
can implement them
Encourage attendance and
participation through
marketing to indusfry and an
accreditation scheme.

Form a repeatable process of
frequent communications in an
exporter engagement plan,
including regular workshops
and industry updates
Additional ad-hoc
communications as supply
chain solutions are progressed

Manufacturing a win-win scenario for those stakeholders that handle SRLs at the airport, as well as the
exporters, will produce better outcomes for all parties. Airport handlers require incentives and engagement
through regular communications and negotiations around improving performance. An SRL-led process of
agreeing optimal handling requirements and creating engagement strategies to enable this will ensure
greater understanding of the SRL handling requirements and motivate airport stakeholders to comply with

SRL-specific policies.

Activities:

1 month

Stakeholderidentification

Agree negotiating
position

3 months

Align value proposition

1 month

Engagementand
negotiation

6 months - 1 year

Monitoring process

Ongoing

Stakeholders: Southern Rocklobster Stakeholders: SRL exporters, Stakeholders: Southern Stakeholders: Southern Stakeholders: Southern Rocklobster

Limited Southern Rocklobster Limited Rocklobster Limited (with external Racklobster Limited, Unions, CTOs, Limited, involved airport stakeholders
support) Airlines, Airport, Freight forwarders
+ ldentify the key stakeholders + Collaboratively, between SRL + Understand the interests and + Arrange a workshop/meeting + SRL wil require oversight of

needs of each stakeholder
identified in the first step
Consider the cost and benefit of
them adopting the conditions
defined in step 2

Form a value proposition for
each stakeholder group, and
align these to form a series of
win-win concepts that could be
adopted across all involved
stakeholders

Test and refine these concepts
based upon initial consultations
with related stakeholder
representatives

handling SRLs at the airport,
that require engagement in
order fo improve handling
quality.

* Map the relationships between .
each stakeholder and their
responsibilities in the SRL
supply chain. This includes
bodies such as the Airline
Services Union efc

and exporters, create a series of
performance metrics that

represent ideal handling of SRLs .
at the airport

Concurrently, identify a minimum
standard and mefric that SRL
handling must meet, to use as

the lowest standard that industry

is willing fo accept

Determine financial (and other)
concessions that will motivate
industry stakeholders to meet .
standards within this range

with decision-managers within
the targeted stakeholders —
collectively negotiating and .
agreeing conditions that work
towards the ideal handling
conditions agreed in step 2

+ Form clear performance
mefrics and legal agreements
to confirm. Include exit
clauses and specific time
periods for the agreement

= Active trial period to stand-up
any changes

operations in order to monitor
and track performance
Collect data as evidence
around metrics being met or
missed

Regular meetings between
stakeholders involved in the
agreement fo review
performance and refine
metrics.
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Work package 3: Program to address incremental solutions

The proposed incremental solutions are considered by industry participants to be ‘hygiene factors’ that
need to be stood up quickly, making immediate impacts on the export supply chain. Initial planning and a
coordinated approach is critical to manage the concurrent implementation of the six solutions - a targeted
Project Management Office (PMO) will need to be responsible for tracking these solutions.

Establish PMO Design and refine activities Delegate and implement

1 month 1-2 maonths § months Ongoing until rollout of all solutions

Stakeholders:

Southern Rocklebster Limited (with external suppoert), SREL exporters, Appointed project mar
ding to needs of imp each solution.

t office (PMO), other stakeholder groups across indusiry, government and the supply chain

= Create a new role internally at Southern

Rocklobster Limited or use an external
confractor to act as a PMO, to manage
each change and work-sfream across
the incremental solutions.

The role of the PMO will include:

* Coordinating relevant stakeholders.
Meonitoring milestone delivery, time
and budget targets.

Progressing each of the six
incremental soluticns and ensuring
effective implementation.

With stakeholders relevant for each
solution work-stream, refine activities
and responsibilities ahead of
implementation.
Complete a detailed cost-benefit

lysis on each solution |
and financial feasibility) and determine
whether to preceed or further refine.
PMO to design a work plan in order to
track the overall status of the running
project ding to these activiti

According to work plan and agreed
activit ponsibilities,
i tation of each solution work-

stream.

Responsibilities need to be clearly
articulated, and expectations of each
involved stakeholder. Metrics for
accountability should be developed.
SRL to oversee this process to ensure
sirategic goals of each solution are
being realised during the
implementation process.

PMO to monitor solution work-streams
on an ongoing basis with regards to:
Time
Budget
Objectives
MNew milestones
Following initial stand-up of projects,
oversee until each can run and be

maintained independently without PMO.

Work package 4: Program to address innovative solutions

The proposed innovative solutions require a similar process, but will require more time consuming and
resources to execute. The solutions are more complex and will involve more stakeholders, meaning
effective project management and monitoring is critical.

Activities:
Establish PMO Design and refine activities Delegate and implement Monitor implementation
1 month 6 months 1 year Ongoing until rolfout of all solutions
Stakeholders:

Southern Rocklobster Limited (with external support), SRL exporters, Appointed project management office (PMO), other stakeholder groups across industry, government and the supply chain
according to needs of implementing each solution

Create a new role internally at Southern
Rocklobster Limited or use an external
contractor to act as a PMO, to manage
each change and work-stream across
the incremental solutions.
The role of the PMO will include
+ Coordinating relevant stakeholders
Monitoring milestone delivery, time
and budget targets
Progressing each of the five
innovative solutions and ensuring
effective implementation.

With stakeholders relevant for each
solufion work-stream, refine activities
and responsibilities ahead of
implementation

Complete a detailed cost-benefit
analysis on each solution (commercial
and financial feasibility) and determine
whether to proceed or further refine
each solution

PMO to design a work plan in order fo
track the overall status of the running
projects according to these activiies.
This process will take longer than for
incremental solutions, due to the larger
number of involved stakeholders and
increased complexity of solutions

According to work plan and agreed
activities/responsibilities, commence
implementation of each solution work-
stream

Responsibilities need to be clearly
articulated, and expectations of each
involved stakeholder. Metrics for
accountability should be developed
SRL to oversee this process to ensure
strategic goals of each solution are
being realised in the implementation
process

This process will be longer than for the
incremental solutions, as a result of the
greater complexity of solutions

PMO to monitor solution work-streams
on an ongoing basis with regards to

Time

Budget

Objectives

New milestones
Following initial stand-up of projects,
oversee until each can run and be
maintained independently without PMO
It is expected that as these solutions
involve a greater number of
stakeholders and are more complex
than the work package for incremental
solutions, closer in-depth monitoring will
be required

Work package 5: Development of shared industry infrastructure and consolidated exports

Solutions 11 and 13 in the previous section of the report propose shared industry infrastructure at the
airport, and consolidation of exports at this point, to enable greater control of the supply chain and
collective economies of scale. To implement this, feasibility and strategies for entity structures, investment
and ongoing operations need to be established.
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Activities:

Constructionand
implementation

Commercial and financial

Pre-feasibility study due diligence

Industry consultation

Secure funding

2-3 months 2 months 3 months 6 months 2 years

Stakeholders: Southern Rocklobster
Limited (with external support)

Stakeholders: SRL exporters,
Southern Rocklobster Limited

Stakeholders: Southern
Rocklobster Limited (with external

Stakeholders: Southern
Rocklobster Limited (with external

Stakeholders: Southern Rocklobster
Limited, chosen airport authority,

support) support), prospective investors construction and design firm
« Complete a pre-feasibility study + Develop value proposition fo + Full due diligence process for: « Based upon business « Appoint a project management
that focuses on: share with industry, based upon «  Commercial viability — structure, agree investment team to oversee

pre-feasibility results

Industry workshop and

consultation process to .
Gauge appetite for shared

facility and export

consolidation .
Explore funding and

ownership models involving

impacts upon SRL supply

chain and price/revenue. .
Financial viability — CAPEX

and OPEX requirements

and likely return

Strategic viability — impacts .
on product quality and

control of the supply chain

strategy (equity, returns, etc.)
Develop information .
memorandum for

dissemination to potential

investors

Confirm CAPEX and OPEX .
budgetary requirements based
upon financial due diligence

implementation

Plan physical infrastructure,
incorporating innovations and
industry best practice, and
construction timeline

Achieve appropriate planning
permissions through
government engagement

= Judging viability of the
project from strateqic, ]
financial and industry
standpoints
+ Determining the most
suitable business and
operating models to adopt .
+ Seeking initial industry

stakeholder feedback industry stakeholders to China, and confirmtarget . Form shortlist of potential - Commence construction and
«+  Identifying next steps for +  Inform industry of next steps operating model investors including private oversee budgets, timelines, etc.
progression. and intentions for ongoing + Stop or go decision point equity, industry, and other «  Appoint team to operate facility
engagement according fo results of due sources (based upon chosen structure)
diligence report - Engage shorflisted investors +  Complete facility and
and ultimately sign funding implement target operating
agreement model.

Work package 6: Identifying alternative airports for export

With particular issues identified at Melbourne Tullamarine airport, where the majority of SRL exports
currently transit, domestic and international alternatives provide the opportunity to circumvent and
enhance supply chain performance. Feasibility analysis is required to understand the supply chain
implications that a change may have upon SRL exports, alongside appropriate logistics planning.

Activities:

International alternatives
analysis

Domestic alternatives analysis

Route and logistics trials Long term airfreight strategy

1-3 months 1-3 months 1 season (1 year) 3 months

Stakeholders: Southern Rocklobster
Limited (with external support), SRL
exporters, Airport authorities

Stakeholders: Southern Rocklobster
Limited (with external support), SRL
exporters, Airport authorities

Stakeholders: Southern Rocklobster
Limited (with external support), SRL
exporters

Stakeholders: Southern Rocklobster
Limited (with external support), SRL
exporters, Airport authorities

Feasibility and route analysis of
exporting through alternative Australian
airports. Including commercial, financial
and logistics-based considerations,
alongside industry appetite

Analysis of other perishable/live export
products and successful routes in these
categories

+ Complimenting the domestic
alternatives analysis, complete a route
evaluation of other airports in China
that could receive SRLs — including the
mulfiple hub destinations where direct
flights from Australia have recently
been established
Consider carriers, distance to key
markets in China, facilities at alternative
airports, commercial factors and timings
of flights to understand how these
alternatives may offer supply chain
enhancements.

Further development

Not applicable

Extension and Adoption

Based upon the results of the prior two
steps, plan detailed logistics with
integrated cut-off times, flight times, and
communication with Chinese

customers

Trail high potential routes across a one-
season period, reporting on
improvements to supply chain
performance

Monitor the trial routes for impacts on
lobster quality and mortality, using
traceability solutions in AVEs to track
differences in temperature and other
metrics

+ Compare trial results fo existing supply
chain performance to inform a decision
of which routes to continue to use in
future seasons

« Form a longer term strategy of building
supply chains for these routes

= Progress relationships with
stakeholders at the alternative airports,
and factor in performance metrics and
traceability to these new arrangements.

Researchers will be liaising with the FRDC to discuss extension of the report and Southern Rocklobster

Limited have plans to release the findings independently.

Project coverage

Not applicable
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Glossary

Not applicable

Project materials developed
Not applicable

Appendices

Not applicable
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