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RESPONSE AND IMPLEMENTATION PLAN — INDEPENDENT PERFORMANCE REVIEW 2018

The Hort Innovation Review of Performance (the Review) was completed in June 2018 by GHD Consulting and is a valuable component of continuous
improvement for the Company. The Review is a requirement mandated under the Company’s Funding Agreement with the Australian Government as a
Research and Development Corporation (RDC).

At the time, the Chairman of Hort Innovation, Mr Selwyn Snell, commented that “getting the balance right between the interests of individuals and the
betterment of the Australian horticulture sector as a whole is an ongoing conversation and Hort Innovation is particularly proud of the improvements it has
made since its inception in 2014, and that the process of continuous improvement now forms part of the organisation’s DNA”.

Twelve months on, Hort Innovation is pleased to report once again on the progress it has made towards implementing the recommendations that arose
from the Review. That progress is detailed in this update.

With a new Strategic Plan, an updated Annual Operating Plan, a new organisational structure and the support of the Commonwealth Government, Hort
Innovation is well placed to continue to serve the Horticulture industry and to build meaningful partnerships and a bright, sustainable and secure future for
Australian horticulture.

The Board, and indeed every staff member of Hort Innovation, looks forward to continuing to work with industry to support it through its next phase of
growth.

Selwyn Snell

Chairman
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Recommendation 1: Hort Innovation to consolidate on the improvements achieved during the transition phase (first 18-24 months of the company) with
further refinement and continuous improvement based on the lessons learned from stakeholder feedback and internal company assessments, with
emphasis on the implementation of a refined communication and engagement plan and the role of IRBs to maximise the effectiveness of its
communication activities.

Strategic Alignment: Communicate and Listen.

Hort Innovation Outcomes:

* |nearly 2019, a comprehensive strategy consultation process was completed with 22 stakeholder events held around the country and attended
by growers, industry body representatives, delivery partners and other interested third parties, along with opportunities for online input to the
new Strategy 2019-23.

* Continuous improvement programs are consistent with feedback being supplied through Strategic Industry Advisory Panel (SIAP) meetings and
industry stakeholders.

* Significant improvements in processes were brought about by a new Relationship Management operational team and SIAP improvement task
force. Additionally, the Hort Innovation Board has met with and continues to meet with industry representative bodies.

* In December 2018, Hort Innovation launched a new website to provide easier access to consolidated industry information and updates along
with a refined search function for access to project final reports, fact sheets and other information. The website continues to be refined as we
move into our new Strategic Plan 2019-23.

* A new organisational structure, engagement with growers and other stakeholders will be enhanced through the introduction of a regional
extension & adoption presence and through prioritised face-to-face engagement wherever possible.

Response Implementation Plan
Actions Milestones / Measurement
Hort Innovation agrees with this Recommendation. * Continuous improvement of Hort s Effective engagement with a
Innovation’s stakeholder network of levy paying grower
This is a broadly stated Recommendation, with a clear focus communications and engagement shareholders through relationship
on continuous improvement of communications and will include the following management.
engagement with stakeholders, including partnering with activities: * Implementation of a Stakeholder
Industry Representative Bodies (IRBs) to maximise reach to * Increasingly active engagement Management Plan which draws
industry participants. with levy paying grower together current relationship
shareholders. management, communications,
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With a view to improving communication and engagement,
initiatives commenced by Hort Innovation in the past two
years include:

* Increased engagement with levy paying grower
shareholders.

* SIAP (Strategic Investment Advisory Panel)
Improvement Process.

* Reviewing industry body representation on SIAPs

* Launch of a dedicated Hort Frontiers website to
enhance stakeholder understanding of longer-term
cross-industry investment strategies.

* Introduction of meetings between the Hort
Innovation Board and IRB Boards.

* Stakeholder Engagement planning and
communications planning.

» Continued refinement of SIAP
processes and reporting,
focused upon:

» Improved timeliness and
quality of papers and minutes
based on feedback.

» Improved information and
process for advice on
investments.

» Improved narrative on
financial position of funds and
future impacts.

» Improved analysis and
feedback on status of program
and progress as against
industry Strategic Investment
Plans (SIPs).

Improved planning and timing of

advice between SIAP and Hort

Innovation.

Improved governance of SIAP

proceedings including code of

conduct, roles, and standard
operating procedures.

Continued engagement between

the Hort Innovation Board, IRB

Boards and all relevant

stakeholders to develop a

partnership approach to industry.

Development of and proposal to

IRBs of Hort Innovation/IRB joint

initiatives for communications to

and diversity and inclusion plans,
activities and initiatives.

Feedback from SIAP chairs and
members (following every meeting
and through internal performance
review surveys).

Stakeholder Sentiment Survey
(biennial) — improvement on
baseline.

Establishment of a formal
framework for engagement with
IRBs through a Statement of Intent
(the first implemented in Q3
FY2019) — which results in more
two-way communication (refer
also to Milestones addressing
Recommendation 7)
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industry (refer also to Actions

addressing Recommendation 7 —

Statement of Intent).

* Through new website:

» More segmented user
experience and access for
growers and other
stakeholders.

» Target 2-click maximum
journey to find information.

» Better document access via
website, including final project
reports.

» Inclusion of a Governance page
(refer also to Actions
addressing Recommendation
2).

» Increase amount of useful
content.

> Better search capability.




Hort

Innovation

Recommendation 2: Hort Innovation to continue to foster both formal and informal communication channels with the Commonwealth in the interests of
ensuring the company’s Statutory Funding Agreement (SFA) obligations are discharged in a timely and effective manner, and better communicate its SFA
obligations to stakeholders.

Strategic Alignment: Communicate and Listen.

Hort Innovation Outcomes:

* Hort Innovation completed a successful Review of Performance audit and extended the existing Funding Agreement to December
2019 by formal Deed of Variation with the Australian Government.

* Fortnightly teleconferences with the Horticulture, Workforce and Education Division of the Department of Agriculture are a
continuing practice, along with six monthly formal check-ins with Department of Agriculture leadership to discuss performance
under the Funding Agreement.

* Animproved user-friendly Hort Innovation website was launched in December 2018 offering a dedicated Governance page with a
concise explanation of Hort Innovation’s key obligations under the Funding Agreement.

* Email communications outlining the outcomes from the Hort Innovation Annual General Meeting (AGM), including the results of
member voting on Constitution changes and the election of directors, was issued to members, followed by Peak Industry Bodies on
the afternoon of the 2018 AGM of Hort Innovation. Hort Innovation also prepared a media release that was circulated to journalists
and posted as an article on the Hort Innovation website. Information regarding Hort Innovation’s obligations in the Funding
Agreement was also included in the Annual Report 2017/18 sent to all members in October 2018.

Response Implementation Plan

Actions

Milestones/Measurement

Hort Innovation agrees with this Recommendation.
This Recommendation is in two parts:

1. Communications between Hort Innovation and the
Commonwealth

2. Communication to stakeholders in line with Hort
Innovation’s obligations to the Commonwealth under its
Funding Agreement.

Hort Innovation engagement with
the Commonwealth will continue
to include both formal and
informal mechanisms, as set out in
the left-hand column.

In order to better communicate
Hort Innovation’s obligations
under its Funding Agreement with
the Commonwealth, as part of the
development and implementation

Successful Review of Performance
and establishment of new Funding
Agreement to 2022.

Delivery of relevant Funding
Agreement responsibilities to
stakeholders after the
establishment of the new Funding
Agreement, following each AGM,
announcing any changes passed by
members and as part of the new
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Hort Innovation’s mandated responsibilities under its Funding
Agreement relate to R&D, Marketing and Trade activities. At
different times, many stakeholders request and suggest that
Hort Innovation plays a key role in a greater breadth of issues
affecting the horticulture sector. Focus on the organisation’s
mandated responsibilities will, however, deliver the greatest
benefit to both industry and government.

1. Communications with the Commonwealth

Over the past two years, Hort Innovation has incorporated
regular engagement with the Commonwealth (principally
through the Department of Agriculture and Water Resources
(DAWR) as a key activity to ensure the timely knowledge of
and response to matters in the best interests of Australian
horticulture industries. These activities are in addition to the
mandatory six-monthly meetings required under the Funding
Agreement, and have contributed to the establishment of an
enduring, open and productive working relationship with the
Commonwealth. Activities to date have included:

* Fortnightly scheduled telephone conferences to
discuss matters of mutual interest.

* Direct telephone communication on an ad-hoc basis
between senior DAWR personnel and Hort Innovation
General Managers on an as-needed basis.

* Regular engagement by the Chair and CEO at
Ministerial level.

* Involvement of appropriate DAWR personnel in
meetings to discuss key areas such as trade,
biosecurity and food safety.

* Inclusion of DAWR and Ministerial representatives in

of an improved user-friendly Hort
Innovation website (refer also to
Actions addressing
Recommendations 1 and 6) a
dedicated Governance page
includes, among other items, a
concise plain-English explanation
of key obligations of Hort
Innovation under the Funding
Agreement. Additionally,
stakeholders will be notified of any
material changes to the Hort
Innovation Constitution or Funding
Agreement in a timely manner.
Hort Innovation will continue to
communicate its Funding
Agreement obligations to
stakeholders including through
Board meetings with IRB Boards,
management meetings with IRB
representatives, discussions at
SIAPs, and day-to-day engagement
with individual growers and
stakeholders.

Governance section on website.
As part of the implementation of a
Stakeholder Management Plan,
Hort Innovation will communicate
the relevant Funding Agreement
obligations through multiple
channels as part of the broader
conversation with industry (refer
also to Milestones addressing
Recommendation 1).
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industry activities and events
* Project collaboration with DAWR, for example the
proposed central Levy Payer Register.

2. Communications with stakeholders regarding the Funding
Agreement

To date, Hort Innovation has engaged in limited
communication with stakeholders that are dedicated to the
understanding of Hort Innovation’s obligations. The Annual
Report and Notice of Annual General Meeting have been the
primary documents including this information.
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Recommendation 3: Hort Innovation to improve its reports to:
* Ensure consistency in the presentation of information on financial forecasting in Annual Operating Plan (AOP’s) and subsequent financial reports
in Annual Reports.
* Provide more information on the source of funds for Frontier Funds and the rationale for the selection of Frontier Fund projects.

Strategic Alignment: Communicate and Listen.

Hort Innovation Outcomes:

In the wake of the completion of the Hort Frontiers Strategy Consultation Paper in early August 2018, the following communication activities occurred as
a part of the development of the Strategic Investment Plans (SIPs) for each of the existing seven strategic investment funds:

1. Development and communication of detailed SIPs to support current Strategic Intent documents for Frontiers investments.

2. More detailed reporting provided through the Hort Frontiers and new corporate websites.

3. Potential for specific Hort Frontiers events or participation in industry events on request.

4. Update on Frontiers funds at the AGM.

5. Ongoing updates to SIAPs on active Frontiers projects relevant to specific industries.

Expert Advisory Panel (EAP) workshops have been convened for Green Cities, Pollination, Asian Markets and Advanced Production Systems Hort Frontiers
to date. These workshops have provided feedback on the themes within the Funds and their appropriateness.

For Strategic Levy Funds, also refer to SIAP improvements progress set out for Recommendation 1.

Response Implementation Plan
Actions Milestones/Measurement
Hort Innovation agrees with this Recommendation, with an 1. Presentation of financial forecast * Review of reporting of financial
adjustment in wording to reflect actual operations. information data during planning for each
Annual Operating Plan (AOP) and

This Recommendation is in two parts: Hort Innovation will review its approach to Annual Report, incorporating

reporting to ensure stakeholders are able feedback and lessons learned.
1. Presentation of financial forecast information. to more fully reconcile the forecasts

provided to industry at the * Feedback from SIAPs on improved
2. Communication of funding and rationale for Frontier commencement of a period with the information regarding Hort

Funds. results reported at the end of that period. Frontiers investments.
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1. Presentation of financial forecast information

Hort Innovation adapts its financial forecast reporting to suit
the purpose and audience of the document containing the
information. This can lead to a different presentation of
financial information between documents, observed in the
Independent Performance Review Report.

Annual Operational Plans (AOPs) are principally internal
operating documents, and under the Funding Agreement are
required to be provided to the Commonwealth. The
information in these Plans is based on management reporting
needs.

Conversely, the purpose of the Hort Innovation Annual Report
is to communicate activities and results to stakeholders for a
given financial year. The financial reporting in the Annual
Report conforms to statutory reporting requirements.

2. Communication of funding and rationale for Frontier
Funds

Enhanced Frontier Fund communications are underway
including:

* The launch of a dedicated Hort Frontiers website to
enhance stakeholder understanding of longer-term,
cross-industry investment strategies.

* Issue of a Strategy Consultation Paper in July 2018, for
stakeholders to share their thoughts on Hort Frontiers
investment priorities and themes.

* Inclusion of discussions regarding potential Frontier
Fund investments at all SIAP meetings.

* Improved financial information for SIAPs to
understand funds invested in Hort Frontiers (also refer

2. Communication of funding and
rationale for Frontier Funds

Following completion of stakeholder
consultation on the Hort Frontiers Strategy
Consultation Paper in early August 2018,
the following communication activities will
occur as a part of the development of the
Strategic Investment Plans (SIPs) for each
of the existing seven strategic investment
funds:

* Development and communication
of detailed SIPs to support current
Strategic Intent documents for
Frontiers investments.

* More detailed reporting provided
through both the Hort Frontiers
and new corporate websites.

* Potential for specific Hort
Frontiers events, or participation
in industry events on request.

* Update on Frontiers Funds at the
AGM.

* Ongoing updates to SIAPs on
active Frontiers projects relevant
to specific industries.

Stakeholder Sentiment Survey
(biennial) — feedback on Frontier
Funds (improvement on baseline).

Delivery, publishing and
communication of Frontier Fund
SIPs to members and on the Hort
Innovation website.
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to Actions addressing Recommendation 1 — SIAP
Improvements).

* Data and reporting project to provide better data for
reporting source funds for Frontiers.

timely and accurate reports to guide investments.

Recommendation 4: Hort Innovation to complete the development of an integrated financial and management accounting system that will provide more

Strategic Alignment: Deliver on Investments.

Hort Innovation Outcomes:

Hort Innovation agrees with this Recommendation, with an
adjustment in wording to reflect actual operations.

The Recommendation suggests that the financial and
management accounting systems be integrated, however the
practical application of this Recommendation will see the
integration of financial and management reporting.
Following the transition to a procurement model under Hort
Innovation from a grants model (under Horticulture Australia
Limited (HAL)), the organisation also moved from an

* Improvements to Fund reporting through data and reporting project.

* Improved information to functions through the data envisioning projects.

* The first dashboards for R&D were released in January 2019.

* A consolidated approach has been achieved with a digital platform through website consolidation. That approach has been achieved through
ongoing positive feedback from SIAPs on quality and clarity of financial information.

* End of year financials for the business and the industries were produced for annual reports in the 2018 Financial Year. There have been ongoing
discussions on financials around Corporate Cost Recovery with half-yearly financials.

Hort Innovation will continue its
ongoing data quality and reporting
improvement processes as set out
in the left-hand column.

An integrated accounting and
management reporting solution
for levy funds has been partially
developed and is in the testing
phase. This has been the

Delivery of a fund forecasting and
reporting tool for R&D (Q2 FY19),
and Marketing and Frontiers Funds
(Q3 FY19)

Feedback from SIAPs on improved
financial reporting and forecast
information
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investment cycle heavily weighted towards the end of the
year to an ‘open all year’ investment cycle. This change
dramatically increased the amount of investment earlier in
the year and increased the need for ‘forecast’ information
rather than traditionally relying on more historical
information, which has always been accurate and unchanging.
Forecast data on the other hand is, by its nature, constantly
changing due to multiple factors including:

* Variations to existing projects.

* Timing of investments, milestones and expenses
relating to some projects.

* Seasonal and other variations in levy income and
Gross Value of Production forecasts for Australian
government co-investment.

* Cost recovery, caps on co-investment and other
business rules.

In the current operating model, the articulation of financial
reporting as distinct from forward looking forecasting or
estimation is a critical difference. Continued efforts are
required to clearly communicate this.

Hort Innovation has been engaged in ongoing data quality and
reporting improvements particularly over the past 18 months,
including the continuous review of historical projects,
milestones and data.

culmination of more than 12
months’ effort.

The development of the
forecasting and reporting tool is a
complex combination of inputs,
business rules and calculations and
is still exposed to the many
variables described on the left.
The tool will allow for more
accurate and timely information to
be provided in future by
automating the complex
calculations required and updating
the variables more efficiently.

Hort Innovation will continue to
refine the communication to
industry (including through SIAPs
and day-to-day engagement) on
the financial systems and
processes, including the role and
limitations of forecasting. In doing
so, Hort Innovation aims to clearly
explain the difference between
financial reporting on income and
expenditure, and forecasting or
estimating into the future, to
establish a shared understanding
with industry and SIAPs.

Recommendation 5: Hort Innovation to complete a review of the current organisational and internal reporting and approvals model to determine if it is
the most effective and efficient structure for delivering its corporate activities, including responsiveness to levy payer requests, while being cognisant of
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any cost implications.

Strategic Alignment: Deliver on Investments; Communicate and Listen.

Hort Innovation Outcomes —

A new corporate structure was implemented in 2019. Highlights of the new structure include:

* Introduction of a new Extension & Adoption function, which will be built out further in 2020, to help drive knowledge, innovation and investment

outcomes into industries.

The splitting of the former ‘Research, Marketing & Investments’ function into two separate functions: Research & Development and Marketing & Trade.
Alignment of many roles to a ‘cluster based’ approach in late 2019, with staff in three key teams (marketing, trade and Hort Innovation’s relationship
management staff, now known as strategic partners) looking after like industries for maximum opportunities for identifying and acting upon shared
opportunities and challenges. The clusters include the Tropical Cluster, Temperate Cluster, Vegetable Cluster and Green/Nut/Berry Cluster.

Staff engagement is also continual through regular Executive Team communications.

Response

Implementation Plan

Actions

Milestones / Measurement

Hort Innovation agrees with this Recommendation.

Hort Innovation welcomed a new Chief Executive Officer in
September 2018 which presented an ideal opportunity for
review of the current operational structure of the company
and how these can be optimised. Further, 2019 was the final
year of the previous corporate Strategic Plan. The process of
setting a fresh strategy in 2019 contributed to decision
making.
Consideration of efficiencies in operations has been an
ongoing process through the transition from HAL to Hort
Innovation. Hort Innovation has responded to changing needs
over time, including:

* Conduct of an organisational design project to

formulate the current structure.
* High performance team training/ performance

The new CEO of Hort Innovation is
assessing the most effective and efficient
structure for delivery of corporate
activities and investments, as part of his
oversight of the company from September
2018. The new CEO is undertaking the
review in the 2019 financial year.

In the meantime, Hort Innovation is
proceeding with its continuous
improvement approach, set out in the left-
hand column.

Each time Hort Innovation recruits new
and replacement talent, Executive
management reviews the roles and
responsibilities of each role. This leads to
gradual efficiencies and improvements in

Stakeholder Sentiment Survey
(biennial) (improvement on
baseline).

Staff engagement survey.

Online feedback mechanism.
Hort Innovation CEO to have
undertaken and implemented an
organisational review by the end
of FY2019.
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management and coaching to increase productivity of
structure through individuals and teams.

* Increasing capacity in strategic areas to improve
service and responsiveness.

* Reviewing productivity through time and motion
studies to identify efficiencies.

* Implementing systems to improve quality and reduce
re-work.

* Adjusting the structure of some functions gradually to
optimise structure including roles in Finance,
Procurement, IT, Data and Insights, R&D and
Communications.

These continuous improvements have been undertaken while
being mindful that increasing service also increases the cost of
the delivery model, especially regarding face-to-face
communication and feedback mechanisms.
Hort Innovation has also sought to enhance responsiveness to
levy payer requests through:

¢ An online feedback mechanism.

* Stakeholder Sentiment Surveys.

* SIAP improvements process.

the operational structure over time.
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Recommendation 6: Hort Innovation to:

* Complete its Diversity & Inclusion Policy including measurable objectives for achieving gender diversity.
* Include non-financial Delegations of Authority matters for the Board in a policy document.
* Add a Governance section to its website thereby disclosing its non-confidential good governance frameworks, documents and practices.

Strategic Alignment: Culture and Leadership; Communicate and Listen.

Hort Innovation Outcomes

Hort Innovation agrees with this Recommendation.

In principle and in practice, Hort Innovation is committed to a
high standard of governance with an approach of continuous
improvement. Effective governance is critical to the delivery
of projects and activities for the benefit of growers.
The measures set out in this Recommendation touch upon
three very different areas of effective corporate governance:
1. High performance culture, as linked to measurable
achievement of diversity (and inclusion).

2. Formal documentation of all Delegations of Authority,
for clarity.

3. Transparency of governance frameworks for the
benefit of stakeholders.

1. High performance culture, as linked to measurable
achievement of diversity (and inclusion)

Hort Innovation’s commitment to diversity and inclusion was

initially documented in 2015 as a key Program of Work under

* Ongoing implementation of the Diversity and Inclusion Strategy 2019-2021 continues.
* Delegations of Authority are in place and approved by the Board.
* New Hort Innovation website launched in December 2018.

1. Diversity and Inclusion Policy

Hort Innovation’s commitment to diversity
and inclusion is not limited to gender
diversity. Hort Innovation will complete
conceptualisation and documentation of
its Diversity & Inclusion Policy, including
measurable objectives, and commence
formal implementation of the Policy over
the coming months. The aim of such a
Policy is to promote a high performance
culture and document this commitment.

2. Formal documentation of all
Delegations of Authority

A non-financial delegations document will
be drafted for approval by the Hort
Innovation Board in the coming months.

Implementation, review,
maintenance and communication
of Diversity and Inclusion Policy in
FY2019.

Documentation of all non-financial
Board delegations in Q2 FY2019.
Delivery of improved Hort
Innovation website.
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its HR Strategy.

While a Diversity and Inclusion Policy is in the process of
documentation, practices in support of diversity and inclusion
have been an important part of operations over the past
years, including:

*  Providing Diversity and Inclusion training to staff,
management and the Board.

* Participation in a global Diversity and Inclusion survey
(through the Diversity Council of Australia) and
discussion of results with staff, management and
Board.

* Communication of the company’s commitment to
Diversity and Inclusion through a variety of written
and verbal means.

* Talent acquisition and talent management policies
and practices (in place) being built upon to promote
diversity and a culture of inclusion.

¢ Building inclusive leadership capability as a core
competency.

2. Formal documentation of all Delegations of Authority, for
clarity

Hort Innovation has a comprehensive Delegations of Authority
investments in place, setting out financial limits of investment
approvals allocated to management and the Board
respectively.

Further, Hort Innovation’s Board Charter and Charter of the
Committees of the Board currently set out the broad roles and
delegations of these governing bodies.

It is acknowledged that, for clarity, a more granular
Delegations document for non-financial authorities would

3. Addition of a ‘Governance’ page to the
Hort Innovation public website

As part of the development and
implementation of an improved user-
friendly Hort Innovation website (refer
also to Actions addressing
Recommendations 1,2 and 6) a dedicated
Governance page was created and
populated with the non-confidential
governance frameworks, documents and
practices employed by Hort Innovation.
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assist in the communication and governance of the roles
reserved for Board consideration and approval.

3. Transparency of governance frameworks for the benefit
of stakeholders

Hort Innovation agrees that it can better demonstrate its
governance processes to stakeholders by providing ready
access to non-confidential governance documentation on its
public website.
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Recommendation 7: Hort Innovation to develop a generic agreement, or Statement of Intent, between Hort Innovation and IRBs that codifies the
relationship and includes a complaints handling process, with the scope of the agreement to be jointly agreed between Hort Innovation and IRBs.

Strategic Alignment: Culture and Leadership; Communicate and Listen; Deliver on Investments.

Hort Innovation Outcomes:

A suitable form of Statement of Intent (‘Statement of Commitment to Mutual Purpose and Respect’) was finalised and approved by the Executive and the
Board. Meetings were conducted in February and March 2019 between Hort Innovation, CEO Matt Brand and GM Stakeholder Engagement Sally Holmes
to discuss the Statement of Commitment with a number of Industry Representative Bodies (IRB’s).
The first Statement of Commitment was signed with Avocados Australia Limited on April 1, 2019 and since that time Hort Innovation has signed
Statements of Commitment with Almond Board of Australia, Australian Macadamia Society and Australian Banana Growers Council. The Statement of
Commitment has been offered to all IRBs and discussions continue, with the aim to enter into further agreements in the near future.

Response

Implementation Plan

Actions

Milestones / Measurement

Hort Innovation agrees with this Recommendation, with an
adjustment to accommodate a ‘fit-for-purpose’ approach.

Hort Innovation acknowledges the value of developing and
maintaining constructive partnerships with IRBs, with the aim
of working together toward a shared purpose and vision for
industry. The transition from Horticulture Australia Limited
(HAL) to Hort Innovation greatly impacted on these
relationships, and much work has been done over the past
few years to move toward a new way of working together
with IRB’s. These measures include:
* Continuous consultation, engagement and feedback
at all levels (operations, management and Board).
* Increased representation of IRBs on SIAPs.
* Consultation through the development of industry
Strategic Investment Plans (SIPs).
* Support for industry events and conferences including

Hort Innovation commits to continue
discussions with IRB’s to work better
together for the benefit of levy payers and
the wider horticulture industry.

Hort Innovation’s initial consideration of
matters that may be addressed in a
Statement of Intent include the following:

* Respective roles and
responsibilities of Hort Innovation
and the IRB’s.

e Mechanisms for communication,
co-operation and partnership in
support of industry.

¢ Commitment to constructive
collaboration in the interests of
better program outcomes for
industry.

Execution of the first Statements
of Intent with IRBs in the third
quarter of the 2019 Financial Year.
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sponsorship and participation as speakers and

exhibitors.
Hort Innovation recognises that there is a range of capability
and expertise among IRBs in the horticulture industry. The
diversity in size and resources among the IRB’s requires that a
‘fit for purpose’ approach be taken in the practical application
of this Recommendation.
Hort Innovation agrees with the intention, expressed in the
Report, that codification of relationship with IRBs fulfils a
purpose quite separate to the entry into delivery partner
contracts for delivery of substantive R&D and Marketing
programs (following procurement). In this way, no payment
should be attached to the Statement of Intent.

* Agreed complaints handling
methodology for IRB’s and Hort
Innovation to raise issues with the
other.

* Agreed standards of behaviour in
dealings with between IRB’s and
Hort Innovation.

Rather than a single ‘generic’ Statement of
Intent, consideration of the difference in
capability as between IRB’s in horticulture
may result in the development of at least
two different versions of a Statement of
Intent, recognising these differences in
defining respective roles of Hort
Innovation and IRB’s in operating for the
benefit of industry.

Hort Innovation will conduct a planned
consultation with IRB’s in development of
proposed Statement of Intent content.




Hort

Innovation

IRBs from being members of the company.

Recommendation 8: Hort Innovation, in consultation with IRBs and the Commonwealth, to put a resolution for member vote removing the exclusion of

Strategic Alignment: Culture and Leadership; Communicate and Listen.

Hort Innovation Outcomes:

Hort Innovation agrees with this Recommendation.

The Constitution of Hort Innovation was put in place following
the outcomes of the ACIL Allen Review of Horticulture
Australia Limited (HAL) conducted in 2014. There is no doubt
that the findings of the ACIL Allen Review regarding conflict of
interest in HAL ownership and operations led to a position
where the Constitution of Hort Innovation was designed to
represent a definitive break from the old structure, in moving
to a grower-owned RDC.

As observed in the Review Report, the exclusion of IRBs from
membership of Hort Innovation has, in differentiating IRBs
from the greater horticulture industry, inhibited the
relationship as between Hort Innovation and IRBs.

In practice, Hort Innovation has each year invited the Chairs
and Executive Officers of IRBs to attend its AGM and have
welcomed these representatives and the opportunity for
engagement on these occasions. Permitting IRBs to be
members of Hort Innovation would result in the automatic
issue of a member invitation to the AGM and the opportunity
for each IRB to ask questions in the formal meeting
proceedings, through their delegated representative.

Special Resolution to permit IRB non-voting membership not passed at AGM 2018, by a narrow margin. Completed Nov 2018.

Hort Innovation commits to
consult with IRBs and with the
Commonwealth, through DAWR,
to determine whether IRBs and
DAWR support the putting of a
member vote removing the
Constitutional exclusion of IRBs
from being members of the
company.

Should sufficient support from
IRBs, and the support of DAWR, be
achieved Hort Innovation will put a
resolution to Voting Members to
permit IRBs to become members
of the company.

It is important to note that a
resolution put to Voting Members
for Constitutional change will
require 75 per cent of Voting
Members to vote in favour of the
resolution for the change to be
achieved. Further, IRB

Conduct of consultation with IRBs
and DAWR prior to October 2018,
to permit a resolution to be put to
the 2018 AGM if supported
Stakeholder Sentiment Survey
(biennial) - improvement on
baseline.
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membership will not convey upon
IRBs’ voting entitlements, which
are reserved for levy payers.
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Recommendation 9: Hort Innovation to better communicate the improvements that are being progressed to address issues identified as potentially
negatively impacting on its performance, including:

*  Progression of the SIAP improvement process.

* Frontiers Funds, especially the benefits of attracting co-investors for cross-industry outcomes with minimal use of levy funds.

* Consideration of a hybrid model for project initiation.

* To more efficiently deliver services and reduce the risk of a siloed approach, consider how to improve the collaboration between smaller

industries.
* Activities in support of food safety initiatives and crisis management.

Strategic Alignment: Communicate and Listen.

Hort Innovation Outcomes:

* A dedicated Governance page has been included in the structure of the new website.

* Quarterly updates on implementation of continuous improvement measures on the Hort Innovation website completed.

* Member communications continues to be regular (Growing Innovation newsletter), as well as time-specific updates (AGM results, yearly wrap-
up).

* Significant engagement with stakeholders was achieved through the Strategy Consultation process — via workshops as well as key grower
dinners.

* Hort Innovation also works through industry communications managers to place relevant and timely updates through industry specific channels
managers by third parties (often, IRB’s).

Response Implementation Plan
Actions Milestones / Measurement
Hort Innovation agrees with this Recommendation, as listed | To enhance reporting on progress of * Quarterly updates on the

activities are within Hort Innovation’s mandate under its
Constitution and Funding Agreement.

operational improvements addressing
issues potentially negatively impacting on
its performance, Hort Innovation will:

implementation of continuous
improvement measures on the
Hort Innovation website began in

Hort Innovation has traditionally operated with a view that, .

while stakeholders are interested in the communication of
results achieved, there is little interest in receipt of
communications regarding the operational methods and
measures of the company, nor its programs for continuous

Incorporate continuous
improvement reporting as part of
the Governance page of its
improved website (refer also to

Q2 of the 2019 Financial Year.
Feedback from SIAP chairs and
members (following every meeting
and through internal performance
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improvement. This Recommendation, however, supports
proactive communication of operational initiatives on an
ongoing basis, and Hort Innovation is happy to provide
stakeholders with more information.

Activities to date regarding communication of those matters
listed include:

1. SIAP improvement process

This is an example of where increased communications have
already begun. Ongoing improvements are regularly
communicated to SIAP members (also refer to Response
addressing Recommendation 1) and SIAP Chairs meet
biannually to discuss improvements and provide feedback.

2. Frontier Funds

Improvements in communication regarding Frontier Funds
have recently included launch of a purpose-built website, and
issue of a Consultation Paper seeking further stakeholder
input into the development of full Strategic Investment Plans
for each Frontier Fund (refer also to Response and Actions
addressing Recommendations 1 and 3).

3. Hybrid model (call and concept)

A traditional call-only process provides little or no opportunity
to seek value-for-money through a competitive process. In its
transition from HAL, Hort Innovation moved away from a
grants process (call for) in favour of an innovation and
procurement process (submit ideas). Hort Innovation is

Actions addressing
Recommendation 1).

Seek opportunities to incorporate
relevant updates in regular formal
(for example Annual Report) and
informal stakeholder
communications, as appropriate.

review surveys).

Stakeholder Sentiment Survey
(biennial) — improvement on
baseline.
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considering potential enhancements to this process through
implementation of a ‘call for’ process for concepts to get
more targeted submissions around specific areas of interest,
for example in areas identified by industry Strategic
Investment Plan (SIP) gap analyses. This process will also allow
for tranches of concepts to be considered and efficiently
moved through the process together.

4. Collaboration between smaller industries

In the delivery of Frontier Fund investment opportunities,
marketing initiatives, trade initiatives and discussions
regarding biosecurity, Hort Innovation proactively engages
industries with similar interests and strategic imperatives to
form multi-industry projects,

Further, the Fund Manager and Industry Strategic Partner
(formerly Relationship Managers) operating structure
provides effective ongoing oversight of industry ‘clusters’ to
identify opportunities for collaboration.

5. Food safety and crisis management

Hort innovation has limited scope to act in these areas, other
than through investment in R&D to contribute to the effective
management of food safety and other crisis incidents.

Despite these limitations, Hort Innovation seeks to quickly
respond and identify potential for assistance when such issues
arise. An example of this proactive approach was investment
in measures following the melon listeria outbreak.
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Recommendation 10: Hort Innovation to continue to seek cross-RDC collaboration opportunities that will benefit horticulture as well as the broader
agricultural industries and community.

Strategic Alignment: Deliver the Investments; Culture and Leadership.

Hort Innovation Outcomes:

Work on this recommendation is continuing. Hort Innovation has seen continued participation in all RDC convened meetings through business managers,
communications, technology, the M&E Unit. A specific example includes the Plant Biosecurity Research Initiative (PBRI), which incorporates seven RDCs,
and is led by Hort Innovation. This is proving successful.

Further reports on collaboration were included in 2018/19 Annual Report.

Hort Innovation agrees with this Recommendation. Hort Innovation will continue to seek * Participation in cross-RDC
opportunities to collaborate with other meetings and initiatives involving
Hort Innovation values its collaborative relationships with RDCs on a continuous basis. Hort Innovation staff from a
other RDCs, and currently participates in a number of formal The new Hort Innovation CEO has a long variety of business units.
and informal activities for this purpose including: standing cross-sectoral view of and * Non-levy funding obtained in
* Active participation in working groups convened involvement in agriculture, and it is collaboration with other RDC’s for

through the Council of Rural RDCs, including the CEOs’ | expected will be in a position to positively investment in projects for the

and Chairs’ meetings, the Business Managers Group, contribute to collaborative efforts benefit of industry.

the Evaluation Working Group, the Communication (also refer to Actions addressing

Managers Group, and the IT Managers Group. Recommendation 11).

* Interactive sessions in review and development of the
central levy payer register, with DAWR and other
RDCs.

* Proactive engagement in all Rural R&D for Profit
funding rounds offered by the Australian
Government, resulting in the award of a large amount
of additional funding for industry.

The Annual Report sets out a number of formal collaborations
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involving Hort Innovation.
These activities contribute value to Australian horticulture
industries by:
* Maximising the amount of non-levy funds invested in
programs for the benefit of levy payers.
* Leveraging levy funds for achievement of greater
outcomes for industry.
* Data and knowledge sharing, creating operational
efficiencies.
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Recommendation 11: Hort Innovation to finalise its approach to transition the monitoring and evaluation focus from ex-ante impact assessment to ex-
poste impact assessments to test if expected benefits have been delivered and inform future investment decisions.

Strategic Alignment: Deliver on Investments.

Hort Innovation Outcomes:

During 2018/19, Hort Innovation engaged independent consultants to evaluate the impact of our R&D investments in the previous financial year,
providing insights into the type and magnitude of impacts generated across the company’s strategic levy programs. The evaluation revealed a range of
economic, social and environmental benefits being generated for horticulture growers, supply chain participants, and the community at large. The results
demonstrated that across the 15 sampled projects, an average benefit-cost ratio of three to one was achieved, generating a total net present value of

$41.8 million over 30 years.

Hort Innovation agrees with this Recommendation.

Hort Innovation’s Data & Insights team was formed in 2015 to
develop and maintain an appropriate monitoring and
evaluation framework best suited to Hort Innovation’s
strategic investment operations (as distinct from those of its
predecessor company HAL), and in compliance with its new
Funding Agreement with the Australian Government. Hort
Innovation’s Organisational Evaluation Framework was
finalised and published in December 2016 and continues to be
implemented.
Activities in implementation since 2016 include:
* Development of independent ex-ante impact
assessments for 30 new industry Strategic Investment
Plans (SIPs).

As investments reach an appropriate stage
of maturity, Hort Innovation will be
implementing further ex-poste impact
assessments. ldentification of
projects/programs for ex-poste analysis is
done in partnership with industry through
SIAPs.

The cost of ex-poste impact assessments
can be significant; therefore it is important
that the aims and benefits be clear before
proceeding. Industry’s capacity to pay is
relevant in these considerations,
particularly in industries with limited levy
funds to execute their strategic priorities.
Further, Hort Innovation is actively

Completion of further ex-poste
impact assessments across several
projects/programs year on year.
While a firm number of ex-poste
assessments is challenging to
estimate, identification of priority
projects/programs for assessment
will take a risk management
approach, as referred to in Actions
addressing Recommendation 12.
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* Development of independent ex-ante impact participating, alongside other RDCs, in the
assessments for six Frontier Funds. process of updating the Council of Rural
* Execution of ex-poste impact assessment of vegetable | RDC’s Impact Assessment Guidelines and
R&D investments of approximately $66M over the Impact Assessment Program Management
five-year period from 2012 to 2017. Procedures. The approach to assessment
Having established an effective ex-ante baseline for taken by Hort Innovation will need to align
assessment of investment impacts, Hort Innovation is now with these guidelines and procedures
turning attention to ex-poste impact assessments. (refer also to Actions addressing
Recommendation 12).
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Recommendation 12: Hort Innovation to ensure that risk is a consideration in allocating resources and establishing triggers for monitoring and
evaluation, noting that at the moment the framework currently links the determination of monitoring and evaluation methods to size of project,
availability of data and M&E capability. This is likely to be of particular importance to Frontier Fund investments.

Strategic Alignment: Deliver on Investments.

Hort Innovation Outcomes:

Hort Innovation agrees with this Recommendation.

The Recommendation observes that, to date, Hort Innovation
has principally referred to investment value as a proxy
measure for risk inherent in investments, when prioritising
projects for comprehensive monitoring and evaluation
methodologies.

Hort Innovation recognises that investment risk is broader
than financial commitment and actively implements wider risk
analysis criteria in its business cases and investment approvals
processes. These wider criteria will be extended to the
process of allocating an appropriate project monitoring and
evaluation approach, as relevant.

In respect to larger strategic levy funds, a structured approach to ex-post impact assessment is being implemented.
During quarter three and quarter four of the 2018 financial year, Hort Innovation introduced a new investment risk management framework, with further
implementation to be conducted in the 2019-2020 financial year.

Hort Innovation is currently engaged in the
implementation of an Investment Risk
Management enhancement process
throughout the whole of the investment
process from concept to contracting. Part
of this project will link risk assessments
undertaken by Hort Innovation at each
stage of the investment process to the
selection of appropriate monitoring and
evaluation activity at various points
throughout the investment life cycle.
Once defined, these measures will be
reflected in Hort Innovation’s updated
Organisational Evaluation Framework.

Completion of the review of
Investment Risk Management in
FY2019, and corresponding update
to the Organisational Evaluation
Framework.




Hort

Innovation

Recommendation 13: Hort Innovation to amend Section 6 of the Organisational Evaluation Framework to increase the frequency of reporting to growers
and levy payers, and investors and co-investors from just end-of-investment cycle reporting. This update to the Framework will also better reflect Hort
Innovation’s current practice, which is to provide more regular updates to these stakeholders.

Strategic Alignment: Communicate and Listen.

Hort Innovation Outcomes:
Completed in February 2019.

Hort Innovation agrees with this Recommendation.

The need for more reporting on the end-to-end investment
cycle is acknowledged by Hort Innovation and is currently
being addressed, as noted in the Review Report.

Hort Innovation will update Section 6 of its
Organisational Evaluation Framework,
currently titled Indicative reporting
arrangements, to provide a more
comprehensive and accurate
representation of the increased level of
reporting to all stakeholders of evaluation
process, progress and results.

Completed update of Section 6 of
the Organisational Evaluation
Framework in Q2 FY20109.
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Recommendation 14: That Hort Innovation reviews marketing arrangements to determine if projects can be delivered in a more efficient and effective

manner, at the request of IRBs who service industries with marketing levies.

Strategic Alignment: Deliver on Investments; Communicate and Listen.

Hort Innovation Outcomes:

* Discussions with Apples and Pears Australia have resulted in the implementation of a Strategic Marketing (Advisory) Panel for the apple and pear
industry, including expertise in fast moving consumer goods marketing. The Macadamia Marketing Program was awarded to the Australian
Macadamia Society following a competitive tender and there are ongoing discussions with several industries (including Avocado, Macadamia,

Nursery and Apple/Pear) about structures and better ways of working.
* A new General Manager for marketing and trade has been appointed.

Hort Innovation agrees with this Recommendation.

Hort Innovation strongly supports the achievement of
efficiencies in delivery of its investment programs on behalf of
Australian horticulture industries.

Due to the small size of a number of industry marketing levies,
and the high cost of wide-reaching and effective marketing
activities, Hort Innovation has identified numerous
opportunities for cross-industry alignment and investment to
increase the impact of marketing levy spend. Alignment is
particularly suitable for products in similar or complementary
categories.

It is important to note, as set out in the Review Report, that
the Horticulture Marketing and Research and Development
Services Act 2000 does not permit Hort Innovation to delegate
or outsource responsibility for the investment of levy funds to
third parties. Hort Innovation believes there are opportunities

Hort Innovation will continue to achieve
efficiencies in the application of levy funds
by working with marketing levy-paying
industries to offer opportunities to
develop and deliver the best possible
marketing outcome, through cross-
industry collaboration and other potential
means. This will be achieved by looking for
opportunities, within the constraints of
Hort Innovation’s obligations under its
Constitution and Funding Agreement, to
improve the delivery of marketing
initiatives and communicating these
opportunities to industry.

In addition to those proactive measures,
Hort Innovation will listen to and work

Stakeholder Sentiment Survey
(biennial) — improvement on
baseline.
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to achieve efficiencies for many industries while complying
with this statutory requirement.

While the Recommendation refers to instances where an IRB
requests a review of marketing arrangements, Hort
Innovation seeks to proactively identify opportunities for
greater efficiencies in the use of marketing funds as part of
fulfilling its obligations as custodian of levy payer funds (for
marketing and also R&D). Further, the 2017 Stakeholder
Sentiment Survey acknowledges broad industry appreciation
for the arrangements currently in place.

with marketing levy-paying industries who
present proposals for more efficient and
effective marketing programs.

Any enquiries regarding Hort Innovation’s Independent Performance Review 2018 or Hort Innovation’s above response/ implementation plan/outcomes

update should be directed to:
Mr Matthew Waring
Company Secretary
Horticulture Innovation Australia Limited

Email: matthew.waring@horticulture.com.au




