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The committee met at 9 a.m.

CHAIR (Mrs Taylor) - Good morning, everyone. Ministenote that two years ago when
this committee last scrutinised Forestry Tasmagia &BE you were sitting in this position and
Bob introduced Steve as the new CEO.

Mr HARRISS - Members would be aware there is a change ifiotlest industry, not just to
Forestry Tasmania but also positive moves in thwader industry around the state, with the
private sector significantly leading the way, buriung in collaboration with Forestry Tasmania.
| will not go into details about production in theoader forest industry in any detail. Suffice to
say there has been an uplift in production acrbes state in export capacity and on-shore
developments.

Members might not be aware that Neville Smith Fof®oducts recently purchased the
sawmill at Southwood from Forestry Tasmania. Itead that is a significant expression of
confidence in the industry. Rather than just kiegging the facility they have taken their option
to purchase, and they have.

Recently in the same space of the forest industeyng an uplift, Norske Skog announced it
is embarking on a $6 million-plus project at itifiéy to try to get to commercial production
output for biosolvents. That recognises the comityius looking for environmentally sensitive
developments, and the cellulose from fibre preseass opportunities for that. This is an exciting
prospect and the Government has contributed tonthlata $1.5 million grant. | see that as a real
possibility into the future for better uses of dibre.

Specifically on Forestry Tasmania's key achievesient have no doubt members have
familiarised themselves with the detail of the anteport - FT has provided more than
1.5 million tonnes of wood product across all comgrds of the forest sector. You would be
aware that approximately 121 000 cubic metres ghdguality sawlog has been delivered,
470 000-plus tonnes of peeler to Ta Ann, and tleeigfty timbers effort has also been buoyant -
| think more buoyant this year than even two yeas, at about 11 000 cubic metres of speciality
timber.

This year's profit of $31.7 million in the comprelséve result, compared to a $43 million
loss for 2013-14, has come with some commentatoduding the Greens, unfortunately
suggesting they are rubbery figures. That is mslnbiThe books, as you would understand, are
assessed and presented against entirely the santlasts as last year. Last year when there was
$43 million comprehensive loss those same comnmstasought to suggest that Forestry
Tasmania was a basket case and the like, but #resexactly the same standards, audited by the
Auditor-General and with clean bill of health.

Forestry Tasmania in the annual report acknowleédgebottom line is affected by non-cash
items like the valuation of the forest and supeuaion liability. If we need to, at a later time,
we can talk about some criticisms by people likenJoawrence who do not balance the reality of
the cash issues against the business. The bugiedssmance has improved by over $20 million
in the past financial year. The make-up of thaalisut $7.3 million increase in domestic and
export revenue, and about $13 million in cost réidus, coming to in excess of $20 million.

Forestry Tasmania, during this financial year resdnexports from the Burnie export
terminal and exported over 400 000 tonnes of ndtivest and hardwood plantation woodchips.
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You are aware that last year the Government cononisd a review of Forestry Tasmania. The
initial phase of the review, on the way the bussn@serates, has already been achieved. Through
that process the Government has set clear directmrthe future, including a few requirements
of Forestry Tasmania. One is that their commengp&rations become financially self-sustaining.
The board has commented in the annual report athmit The next one is that Forestry
Tasmania's activities should be focused on growiags, managing land and selling wood to
domestic customers. The third one is regardingamsibility for export sales and value-added
product, Forestry Tasmania should transition tffatteto the private sector.

As part of the process for developing the new dpegamodel for Forestry Tasmania, |
undertook a comprehensive consultation process twétbroadest range of industry participants,
and Forestry Tasmania is also undertaking a ddtailsiness analysis. That is a comprehensive
process. There are important components of thathw¥orestry Tasmania is working on as to the
value chain of their business.

Members are well aware of the challenges with sratihesidues with the loss of Triabunna.
You are aware we have commenced an expressiomsenést process to engage the private
sector to help identify solutions to that probleffhe EOI process brought up 19 expressions of
interest; 15 have proceeded to the request-forgsapstage which is on foot now, with a detailed
data room for access to the confidential infornratichich people will need to contribute to the
further development of their business case.

The Regional Forest Agreement impacts on ForesaigmBnia's operations both now and
into the future. This Government made it very ciea would have a rolling, 20-year regional
forest agreement. We would review the processdidatot get the review up to 2012, which was
required. Because of the Tasmanian Forest Agreeriet was put to one side by the previous
government. That review into the RFA, as at 20i&5 recently completed and the report of Glen
Kyle, the reviewer, who is the former head of th&IRO Forestry Division, is very
complimentary about Tasmania's forest managemerteps and its systems. The report was
tabled in the federal parliament earlier this wedb Kyle confirms the exceptional quality of
Tasmania's forest management. He found that Taammdarest practices system is among the
most prescriptive and most effective in the world.

To conclude, | express my gratitude to the boar&akstry Tasmania and, importantly, to
the staff who over many years now have been swdgetct external criticism because of what
some people see as an unsustainable businesdutd tee notion that FT has ever been an
unsustainable business, nor is it at present. stéi® have been incredibly resilient during that
process and have exhibited their professionalisnstemtly. | am very grateful for the support
they give to what | see as a very valuable industihis state. | compliment every one of them,
along with the board, for the contribution they maadé the economy of this state.

CHAIR - Thanks, minister. | am sure you are aware Weatre as interested in seeing the
forestry industry thrive and survive as you are.e V&fe, of course, going to ask you some
guestions and will challenge some of the thingsjustisaid. Let us hear from Mr Annells first.

Mr ANNELLS - | will not repeat what the minister has said, otth&n to endorse what he
said about the staff. The staff have been terrific

There are just two key areas that | would like tiefty comment on, because | know your
members will be interested in them. The firstagey. We are not doing anywhere near well
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enough on the safety front. In our annual rep@tasknowledge that we have only met three of
our own nine criteria in relation to safety. Wee arery fortunate that most of our lost-time
injuries are of a relatively minor nature, but tleality is any lost-time injury is an unacceptable
thing for us. We are really going back and lookatgour safety processes. Of course, they are
processes which apply not just to our staff budupcontractors as well. The board is responsible
ultimately for the safety performance of all ounttactors, whether they be harvest contractors or
haulage contractors. Every time there is a logktrollover we are really concerned. Is it carting
our wood? These are the reasons we go to a keffat to improve safety in this area. It is six
months since we had our last lost-time injury. flisgleasing, but it is nowhere near enough. |
can assure your committee, Chair, that safetyreitiain a major focus for the board in the years
to come.

The second thing | wanted to talk about is FSCu ¥ well aware we are going through an
audit process at the current time. Nobody is nirstrated than the board at the delay and the
time this is taking. The people who are undertgkins audit are highly experienced. They are
internationally accredited. They will take thewm time, and that is what is happening. It is an
extremely complex process. There are over 200ragpandicators. This makes it even more
challenging, given the size, diversity and sprebdus operations. We certainly hoped to have
the final audit report by now, but there have bseeme technical difficulties on the other side and
with peer review process, so we are led to beliefdese are matters completely out of our
control. We sit and wait.

However, contrary to suggestions you read in tlesgrthis is not a process of pass or fail.
The whole FSC process is built on the concept oficaous improvement. The audit is therefore
essentially a progress report that is part of thenjey towards receiving certification. It will
highlight where we need to improve our activitiesrieet the required standards. That is the way
in which the audit process is undertaken.

As noted by the auditors in response to media meguin April this year, and | quote -

The issuance of major and minor corrective acticetpuest is the standard
outcome of virtually all FSC forest managementifieation audits.

He also noted that in over 20 years of audit ptejacound the world he has never conducted
an FSC certification audit where there were noifigd requiring corrective action.

While we have not received the final report, we ehdad plenty of discussions with the
auditor particularly when he was leaving Tasmarfierdhe on ground component of the audit.
From that end it is obvious there were three keaswe need to work on. There may well be
others that come up in the audit report but theeetlaree - clear felling of mapped old growth
forest; protection of habitat for threatened spgciparticularly the swift parrot; and the
methodology for identification of high conservatigalues. These were the three areas that he
made very plain we needed to improve. We havebren sitting on our hands waiting for the
final report to arrive.

In relation to clear felling of old growth, in r@sing our last three-year wood production
plans in July this year we announced that in 2085 will complete our phase out of clear
felling coupes containing old growth. These ariénge as those coupes containing 25 per cent or
more of mapped old growth forest. From 2016-17 amols there will be no clear felling of these
coupes. This is a very important and significdrdnge in our operation.
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We are committed to protection of all threateneekcggs and we have been working with the
Forest Practices Authority, DPIPWE, researcherd,species experts for some time to find ways
to reduce the potential impacts of our harvestipgrations on species such as the swift parrot,
particularly as those parrots nest in hollow begtiees. This work is continuing. The science is
not yet in but we recognise that recent modellingdfeting an extremely rapid decline in swift
parrots due to nest degradation by sugar glidérkis research cannot be ignored. We also
acknowledge that sugar gliders are not present rmmyBlsland so we recently decided, with
Government, to take a precautionary approach anddwwt schedule any further harvesting on
Bruny Island pending the completion of an evidebased strategic plan for the conservation of
swift parrot habitat in Tasmania. This decisionl Wave no immediate impact on the supply of
high quality saw logs and peeler billets to thermasian industry but we will need to consider the
longer term impacts when the strategic plan is dgpesl.

Finally, the identification of high conservationlwas. We are working with a panel of
experts to undertake a full review of our approsmhdentification and presentation of high
conservation value and are confident that we wellable to satisfactorily address any concerns
the auditors may have in that regard.

As | have noted many times, achieving FSC certificais not easy and nor should it be but
we are committed to the journey. The Governmerfully behind us and we all believe the
required effort is worth it, including the industryln addition to meeting increasing market
demands for this certification one of the primaggsons for seeking it has always been, from the
board's point of view, to use it as a mechanisgetwinely improve the operations of FT. That is
happening.

CHAIR - Thank you very much and thank you for the upastéd=SC. We probably won't
need to ask you too many questions about thatresudt.

The major issue that we want to start off with agiyfinancials and | would like to challenge
you, minister, for a start. You mentioned the AadiGeneral giving you a clean bill of health.
We have the Auditor-General saying forestry corgthto operate at a loss. We looked into this
in some detail with the Auditor-General's staff tpeday and they are saying to us that your
financials do not look any better than they did yiear before because this year you have had an
equity injection as opposed to deficit funding neyaous years. Bottom line, they do not see that
and Mr Annells, last time he was here, said somgthke we need to do a dramatic turn around
and it will take some time to do, and that is tveass ago.

My first question is can you meet the policy obies - short term/long term - and what are
the major impediments to doing that? | am suréhallmembers want that question answered.

Mr HARRISS - The underlying component of all of that, Ch&rthe Government has made
it very clear that the commercial operations ofdstny Tasmania have to become a sustainable
process and that there will be no further cash rimrttons from the consolidated fund for
Forestry Tasmania. That stands.

| draw your attention to page 67 of the annual repdnich is a really good snapshot of the
components that brought about the turnaround in $48.1 million loss last year on a
comprehensive basis, to the $31.7 million positinethe year under scrutiny, again on the
comprehensive basis. You are also aware thatainsituation of there being no contributions to
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the commercial operations of Forestry Tasmania ftioenconsolidated fund, through the review
process and in consultation with Forestry Tasmathia, Government has determined that the
plantation asset presents an opportunity for the glasome of it - that will be scoped out, there
has been some work done so far and it has not @tmeriuded yet - Forestry Tasmania will still
be able to debt fund its business over the next years while we progressively reach that
situation. The funding against that debt fundifighe business will be scoped out as against the
sale of some of the plantation asset.

Members would be aware that the plantation asset mwix of pruned, unpruned and
unthinned. Some of the plantation asset has bemmngspecifically for pulpwood production.
All of that 50 000 hectares will be assessed im$eof what component of it needs to be put on
the market to provide the funding to the commerorations of Forestry Tasmania during that
process.

The policy position does not change. Forestry Teasanhas made it very clear in its annual
report, plus in communications with me, that it gpots the Government's position on that,
putting it onto a sustainable footing in the future

As to any further detail against the $31.7 milliainether Bob has anything to add, or Chris?

CHAIR - My guestion to you, though, is about the facittthere is a $30 million equity
injection from another GBE this year. Yes, you @aoé taking it out of consolidated revenue but
is this just not funding it by another means ofayer money in a sense?

Mr HARRISS - By the time the Government came to office in &fatast year and then
commissioned the review of Forestry Tasmania withgteering committee and then identifying
what opportunities there might be to provide thading for the business in its commercial
operations, that the business was debt fundingpleeation. The previous governments were on
a trajectory - from memory and Chris will correceé i | am wrong - the previous financial year
the cash injection was $23 million to Forestry Tasm's business.

CHAIR - As deficit funding.

Mr HARRISS - Yes. But nonetheless it was a cash contribufiiom the government to
Forestry Tasmania.

Mr VALENTINE - That was 2013-14 wasn't it?

Mr HARRISS - That is right. Upon coming into office, we maieclear that no further
contributions - you are right, Chair -

CHAIR - An equity contribution from another GBE is syrgist government funding under
another name, through another channel. It isnoot ftonsolidated, we understand that.

Mr HARRISS- You are also aware that equity transfers fronaegament businesses to
other government businesses are part of normahéssioperations of the government. There
have been times in the not-to-distant past wheeeetivas an equity transfer to TasRail from one
of the energy business.
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CHAIR - Yes, let us talk about TasRail as well. Mr Almevould be very happy. Well
done, minister. The point about it, we understdrat. We understand it has happened in the
past. The point of the question, is this goingdatinue to happen for Forestry Tasmania because
GBEs are not going to continue to - is this theyauity contribution from another GBE that
you can see in the foreseeable future?

Mr HARRISS - We have made it clear that the scoping for die ef the plantation asset is
Forestry Tasmania running its own business withifhe $30 million equity transfer, given the
business is debt funded, that was a solution.at areasonable, everyday process of government
doing business. Private sector does business lgxthet same when it has a portfolio of
components to its whole business structure. Taerequity transfers in everyday business in the
private sector. This is no different.

Mr VALENTINE - It does not make the business more sustainable.

Mr FINCH - Minister, some more detail please on this s#lbb plantation. Can you give
me some idea of the quantum, or what might be tbggions for the amount of the 50 000
hectares that might be sold off, and how long pinatess is going to take? Can you give us some
detail on that?

Mr HARRISS - | will go to Bob in a moment for the detail. am aware of the plantation
asset. | am aware of the mix of the plantatioretass terms of the unpruned and unthinned, the
pruned, and that which has been set aside for sajod or sawlog production into the future.
That is important to bear in mind. That needs @ddrtored in post about 2027. You have all
probably seen the horizontal graph in the annyadnte year on year, identifying what is needed
into the future.

Until it is scoped out as to what should be broughmarket against the projections or the
predictions as to the cash need into the busihesmnot specifically answer the question as to
how much of the plantation asset would need tod¢ and, against that, what bringing it to
market might deliver.

There is a buoyant market out there at the monwnplantation wood. Particularly, at this
stage, you are all aware of Forico's investmerhénformer Gunns' asset. It has strong markets
for its product, which would suggest there is, alvdays has been, a strong demand for plantation
fibore. We would be speculating at this stage ifwere to put a dollar figure on what we might
need in terms of what might need to be sold froenpglantation asset to achieve that dollar figure.
| do not know if Bob has anything further to addhat.

Mr ANNELLS- Perhaps | could come to that but give a sligtitoduction about our
financial position. Unfortunately, accountancyasblack art that produces some extremely
different range of figures.

CHAIR - I am not sure we should put words in the chairsienouth.

Mr ANNELLS - Thank you, Chair, | need your protection today.

CHAIR - Probably from your own minister.

Mr ANNELLS - | do not think so.
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Laughter.

Mr ANNELLS- | have been on the public record, and the nenikas said it today. Yes,
our accounting is done on exactly the same bad@sayear. Yes, it has been signed off by the
Auditor-General. It shows a remarkable turnarountfost of this is in non-cash issues.
Therefore, from the board's point of view, it iseiresting, and it has to be done, but does it have
any real significance? None whatsoever. A revalnaof our forest estate does not help us one
iota.

What we are tracking very closely are the cash amapts, and only the cash components,
of how we are travelling. In that respect, | hayeat confidence in two figures in the report,
which are the cash components. They are the migsilegreen bars on page 67 of our report.
There was an increase of $7.3 million in our trgdievenue for the year. It reflects largely that
we have access to the Burnie port for exportingdeb@s. That makes a huge difference to us in
our revenue. Our revenue went up by $7.3 millidle reduced our cost base by $13 million.
That is the figure the board is concentrating oeducing our cost base. To achieve that, we have
to do a whole range of things, most of them unglegsincluding retrenching a considerable
number of people either side of the financial y&at, roughly 65 in total. Those numbers are the
two numbers we are concentrating on. Can we dniverevenue even higher and can we reduce
our costs?

Turning to Mr Finch's question about the plantagstate. We have roughly 40 000 hectares
of our own estate. On top of that, we have anotde®00 hectares, which we believe we own,
which are ex-Gunns MIS hectares that we have thlaek through failure to pay rent. In total,
we are in the vicinity of 54 000 hectares. AboQt0®O of that is in high prune and about 35 000
is not high prune. The Government, in making ésision, has said we would sell so much of our
plantation estate as is necessary to cover ouatpgrdeficits for two financial years. This isth
first of them this year.

With the $30 million equity injection - and withogfoing into that issue - it effectively
brought us back to zero. We had no borrowingdhatbeginning of the year and we ended up
with cash in the bank, amazingly. This year, @lr is to drive those two figures | talked about
before. Drive our revenues higher, through the saproduct and exporting, and increase that if
we possibly can, but we have to continue with cegtction.

This year, we will have the full benefit of our nestichment and our redundancy program, as
hard as that was to put in place, but we will retdvery considerable one-off costs in relation to
the payouts we had to make. Our financial positsotapable of being made considerably better.
Can we keep our aggregated borrowings over the tmextears to a number that can be repaid
through the sale of our unpruned plantations? hakoknow. We have done, and are continuing
to do, a great deal of analysis on what is a verggdex issue. These are not all in nice parcels of
land. They are spread all over Tasmania. Theeeligarally hundreds, if not thousands, of
separate bits of plantation we have to look at. Wilelook at the market and decide what is the
best way to get to market. We are getting advit¢hat with Treasury at the moment. We have
some ideas in our own head as to what they maydsthwbut | would not want to give them at
this point because they would be highly speculaivé, quite frankly, commercially sensitive.

Mr FINCH - So Mr Annells, you cannot detail at this time thppropriate proportion of
plantation estate to be sold. You are saying & rmoveable feast and you have to watch what
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happens over the next two years of transition, fbehsee what might be let go and how things
will shape up as far as the appropriate propomioyour plantation is concerned.

Mr ANNELLS - Yes, but it is very clear that what we are tryitogachieve, with the
minister's absolute support, is to retain all of bigh-pruned and thinned plantations that have
been earmarked for hardwood production, effectiv&wlog, going forward. We are trying to
corral around that. So we are balancing at the emdrwhether by reducing our deficits we can
keep that below the figure we can generate thrahglsale of our less valuable plantations. That
is what we are trying to do.

Mrs ARMITAGE - Minister, you are satisfied that Forestry Tasm@aamas the ability to
operate without taxpayer handouts in the futurehaiW's your timeline for that? | know you are
looking to sell off. | was going to ask the sameestion as Kerry regarding the value of the
plantations. | understand you cannot say that.

Mr HARRISS - Post the review it has been decided that Fgrdsismania has a two-year
time frame to move through the negotiating proa@s®perating model which does not require
further input from the consolidated fund, and parthat process to work through that two-year
time frame is the scoping for the sale of the halivplantation asset.

Mrs ARMITAGE - What is the amount FT would be authorised tadwrin 2015-16 and
2016-177

Mr HARRISS - At the moment the borrowing approved by Treassi$31 million.
Mrs ARMITAGE - Will they be able to increase that?

Mr HARRISS- | am not going to speculate on that. It is netessary to do so at the
moment. The borrowing limit is $31 million. Ifcan round that out, last year it was increased to
$41 million from $31 million and at that time, péepvho wanted to detract ran to the media and
said things like, 'The Government has pumped an&b@ million into Forestry Tasmania.' That
is not true; it was just a buy-in facility. You wld appreciate that the operation of the business
fluctuates. If a ship comes in and leaves theeshoth product in it the day before the end of a
financial year, it makes a massive difference todash position of the business. If the ship does
not sail until the day after the end of the finahgiear, there are cash issues. So when people
suggested last year that the Government was pumanagher extra $10 million into this
'moribund’ industry or business, it was mischievausorrect and simply untrue.

Mrs ARMITAGE - FT really is a moving feast. It is impossibtesay what the plantations
are worth, how much you need to borrow, or wheyioer need to increase the borrowing, because
you really do not know what is coming in, what ywave, and what you owe.

| guess the Gunns issue is another matter thatig@uaot sure whether you are going to have
to pay. You have a $39 million action there comiipg

| notice in the Auditor-General's report from Nousn into Forestry Tasmania, he says, 'Of
concern was the highest negative operating casisftd $16.895 million, almost entirely caused
by the removal of deficit funding." What advicel dihe Government get before committing to the
decision to allow an equity injection? Will yolease the advice?
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Mr HARRISS - You would understand that a normal operatiomg@iernment is to make
assessments as to its portfolio of businesses. Qtvernment knew from where Forestry
Tasmania had been tracking that it was likely tedharound $30 million. That is when the
decision was made to provide from TasNetworks tB@ rfillion equity injection on 1 July this
year. That was a prudent assessment facilitatebrégsury, as they should, with advice to both
the Treasurer and myself. That was a proper amdiepit decision.

As to your comment that FT is a fluctuating bustaesis true; it is a dynamic and complex
business.

Mrs ARMITAGE - When you say fluctuating, | guess | really méas impossible for us to
tie you down to figures because you cannot produedigures. So we cannot say they are wrong
because you cannot provide them. | understand thitwever, it makes it really difficult to
scrutinise something when the figures can changde lzecause we do not have them in front of
us, we cannot say that is not what you told us lexgou cannot assess what they are for either
confidentiality or positive unknowns.

Mr HARRISS - | will address that by coming back to anotheyofir comments, Rosemary,
when you indicated that we do not know what thefalaon asset is worth.

MrsARMITAGE - | understand that.

Mr HARRISS - That will be determined through the scoping pss; which is on foot. We
have engaged a consultant to facilitate that aathvifil come to market.

Mrs ARMITAGE - Are there customers? It is all very well to édkie product but do you
believe you have customers out there for the prioiucring in the income?

Mr ANNELLS- Yes.

Mr HARRISS - Based on my earlier comment that there is bubgamand for plantation
fibre, Forico is probably touching the tip of that-orestry Tasmania already exports some
plantation fibre. There are markets and this psceeeds to be scoped through so that the
determination can be made. As Bob has indicatetha commercial sense all of that is sensitive.
You want to bring the component of the plantationrarket in the best possible opportunity to
maximise its value.

Mrs ARMITAGE - That last part was mentioned by the chairmanandigg the
redundancies. | had it that there were 59 in 2084so0 it is up to 65.

CHAIR - Could we just finish the plantation bit firstda@ise there are a number of people -

Mrs ARMITAGE - It was just that the chairman mentioned thahis explanation of the
financials.

CHAIR - We have been on plantations and a number ofieeagmt to finish that.
Mrs ARMITAGE - It was financials | thought we were really talgiabout but it was just

that the chairman mentioned that and | wonderatk-last question - whether there were likely to
be any more job losses, because you mentionee atdment 65.
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Mr WHITELEY - Fifty-nine is the number.
MrsARMITAGE - | had 59 but the chair went to 65 in total.

Mr ANNELLS -What | was trying to convey was that some of tHefhafter the beginning
of the financial year so they were not all in omaicial year.

MrsARMITAGE - It was whether there were likely to be any mtmat was all.

Mr ANNELLS - As much as | would like to sit here and say ¢h&ill never be any more
redundancies at Forestry Tasmania, | can't. Nabss can ever say that. It is a very dynamic
business but we have no planned redundancy progtath in the coming years. What we are
hoping to do is to settle down our existing work®mwho have been very patient through this
whole process. We need the sorts of skill setg llage.

MrsARMITAGE - So it should be fairly stable at the moment?
Mr ANNELLS- Yes, | am very hopeful that that is the case.

Ms RATTRAY - Minister, when you go to page 45 of the Audi®eneral's report on
Forestry Tasmania, it shows the average staff dwste increased substantially. We have fewer
staff but the cost of the staff is more. Can yme gne some idea of what is driving that increase?
Are we using higher-paid personnel to do what wameérly done by lower-paid personnel in
Forestry Tasmania? That is the info | am gettingh@ ground.

Mr HARRISS - | cannot give you a direct answer. | don't knetether Steve or Chris can
round that out.

Mr WHITELEY - The redundancy program was 59 but most of thbesple were -
MsRATTRAY - On the ground?

Mr WHITELEY - in the field, and that reflected -

MsRATTRAY - | know half of them.

Mr WHITELEY - On averages within the organisation they welaively lower paid, but
some of the professional people and managers, &@urely mathematical point of view, that
increased the average by virtue of those people.

Regarding the other comment about are higher paaplp doing some other tasks, with
some of those people disappearing there has not deeplacement of that, but some of those
tasks would be picked up by others who remain &ir tvorkforce. What we have aimed to do is,
rather than have people in silos doing particudaks, we have looked to diversify the activity
seasonally for all of our staff. There are manyengeople who, for example in head office, are
now part of our fire-fighting effort. We have tigo break down some of the silos and have
people available to do a range of things.
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Ms RATTRAY - Effectively, you have taken out a significantnrher of your workforce,
but it has not taken away a lot of that cost?

Mr WHITELEY - It is a significant cost.

MsRATTRAY - But if you had taken out more middle managenaeak left the people who
were working in the forests and doing those jolasg #ne important, like thinning, like pruning, all
those things that give you value to your resounc®)ld that not have been a better approach?

Mr WHITELEY - Contractors did most of those things.
MsRATTRAY - | understand that, but they checked a lot of Wark.
Mr WHITELEY - That is right.

MsRATTRAY - The pruning and the thinning, which has not beetertaken. A lot of that
has not been undertaken because we have not hadresiaff.

Mr WHITELEY - This is a matter of detail, but the thinning gn@m continues but the
pruning program has been completed. Some of #les tdnat had been allocated - and you are
quite right - were jobs done by various people pad of that has been through the natural cycle
of the age of the plantations. We have now cormegleur pruning program. Some of the things
that our staff would have done in checking quaditgndards, supervising contractors, engaging
contractors and those sorts of things, that wodggm is not required any longer. It is not a
matter of any other driver, it is simply the tasstbeen completed. The 20 000 hectares has now
been pruned and it is forecast to grow into moenta million cubic metres of pruned log that
will be available.

MsRATTRAY - That includes the coupes that you picked up fleenGunns issue?
Mr WHITELEY - No, they were -

Ms RATTRAY - You are not completed then because you haveitigs and prunings that
have not been done on those coupes?

Mr WHITELEY - We are currently not able to operate on thosges. That is a matter
where the company did not pay the lease and urdtl is settled by a court process FT simply
protects those trees. We make sure that theyeaighly, but we are not in a position to carry out
work on them.

Ms RATTRAY - So you really do not know what their value ixdese you do not know
what condition they are in?

Mr WHITELEY - No, that is right. It was a legal matter whtre trees were managed by
another entity on leased lands and when they fadepay the rental FT asserted ownership of
those trees.

CHAIR - | have a number of questions on plantationsveHau finished your questions on
plantations?
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Mr VALENTINE - You are talking about wanting to keep the bdsgaur plantations for
various purposes, the pruned and thinned ones.th&geall nitens? You talk about sawlogs, are
they nitens, and are you talking about the HardRnoject when you are talking about keeping
them for a purpose like that?

Mr WHITELEY - The majority of them are nitens, but a propartiare globulus.
Depending on the site, the cooler, wetter sitesevpdanted with nitens and the drier sites were
planted with globulus. It is the nature of the tdifferent species. The planting program was
customised based on the coolness and dryness ettat, but they both have the same purpose
of growing a pruned log estate.

When the funds were initially provided, becauseias something that had not been done at
scale before, the anticipated success rate was@@per cent of all the trees established would
end up being high pruned. That was before anythmgpened. That was the structure of the
program. As it has turned out, of the trees tlzatehbeen planted, around 70 per cent have been
pruned and are in the process of being thinnednaptete that treatment.

Mr VALENTINE - | was under the impression that nitens was nstrctural timber and
that is why my ears pricked up when | heard 'fav k&' and that is why | thought it must be for
Hardlam purposes into the future.

Mr WHITELEY - Part of the evidence people are referring to rwiieey look at the
properties of nitens, what many people have dorsawgang of younger trees. Often it has been
20 years and often it has been little more thagelds old. It is clear, at that age, nitens is low
density. We have done some trial work. Some efctbilaborative R&D we have done has been
on 30 year old nitens and we have done the millifige milling has been done by Neville Smith,
the peeling has been done by Ta Ann, and it has bBeat to various labs to test the wood
properties. What it has found is that a proportadnthe nitens, when it is 30 years old, is
equivalent to regrowth and on average it is notithi¥ that, they are doing some further work on
what it is. Is it part of the stem or is it pafttbe growing characteristics, looking at the garset
of where the stock came from because it came fronuraber of seed sources. All the way
through these programs there is R&D commenced ore sif those things.

Mr VALENTINE - Some might go to peeler and some might go toleg®

Mr WHITELEY - We are growing, and it is published in our sursthle yield report, the
pruned log with the intention of meeting a saw $pgcification in future. It is not saying it could
not be peeled but that is the intention in term#heflog size. The other component we refer to as
solid wood. They are some larger stems that wheames to that age, they will be suitable for
rotary peeling. The fact they have not been pruitedill still be fine for structural purposes.
Having a face grade of the pruned material woultl the composite boards together. The
intention was to plant the right trees on the rigiiés with a view to growing a solid wood
resource that was capable of being sawn and wadsdduaderpin a rotary peeling industry.

Mr VALENTINE - A question to the minister or the Chair withaedjto marketing. If we
do not do this right, we could find ourselves isitaation where we only have one buyer for some
of this plantation resource and we end up, notfineasale situation, but you know what | mean,
the lowest value. How are you going to manage?that

CHAIR - Are you talking about the component they migdit i; the next couple of years?
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Mr VALENTINE - Yes, the ones they are not going to keep faurtusaw log resource.
Presumably the ones that are not pruned have ter lealue and they are likely to be used for
wood chipping. How many players are there in thatket in Tasmania?

Mr ANNELLS- That is what we need to test specifically. Véeld write down a list of
several.

Mr VALENTINE - There is not just one?

Mr ANNELLS- It is not just one. Treasury is currently enggan the process of engaging
an adviser to assist in this process. It is aatiff process. The compilation of the data willde
complete and utter nightmare because it is so disde There are a variety of types and quality.
This will not be an easy or quick process but a grocess that is capable of being done and there
is more than one buyer.

Mr VALENTINE - You are talking about selling the plantationyoahd not the land?
Mr ANNELLS - No.

Mr VALENTINE - Is all of this on FT land or is it on some otthand that has been
transferred across to DPIPWE?

Mr ANNELLS - None on the land belongs to DPIPWE.
Mr VALENTINE - Itis all to do with Forestry Tasmania?
Mr ANNELLS- Itis all on FT land.

CHAIR - Will you replant, is that the plan?

Mr ANNELLS - One of the issue we need to consider is thestmasiwhich we sell. Do we
sell on one rotation or two rotations? What impaik that have on the sale price? We need to
think about the scale that we sell. Do we selumber of parcels or do we put it all together as
one? This is where we are going to get this advidas is a complex process but it is not beyond
the wit of Treasury to assist us through it, | ames

Mr DEAN - The replanting you have touched on, that is ced@r | asked this question
during the Estimates, and you told me to go homé vall ask it again. For its ongoing functions
Forestry Tasmania will be heavily reliant on thedarct that it sells and maintaining the contracts.
Where does that look for Forestry Tasmania beyand gear? Will they ever be able to buy
sufficient product on the contracts that are noaréhand maybe there might be other contracts?
Will they ever be able to be self-sustaining? Ywawve answered that to some extent. With the
product that is currently being sold for Forestigsihania, what is the profit margin? Is it now
being sold at profit? There was the suggestioonat stage that it was not being sold for profit
and you were selling it at a loss. That includedadive forest product, including the other
products as well. Where are we with that, min&ter

MsRATTRAY - Are we selling it too cheap still?
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Mr HARRISS- Bear in mind an important component when you takking about
high-quality sawlog. We are talking about longatezontracts with Forestry Tasmania's customer
a la sawmills for high-quality sawlog. Those ps@e subject to review during the process of the
contracts being in place. Most of those contrdotaot expire until 2027. | am sure in the annual
report there is a breakdown of the sales reverare product and the costs against producing that.

Mr BROOKWELL - In terms of the annual report, the cost profieon page 100 and the
revenue breakdown is on page 99.

Mr HARRISS - Chris, could | get you to go through that, peeaend address Ivan's specific
guestion about the costs of production versusdtenue secured for the product being sold?

Mr DEAN - And coming from that, minister, | am not quiteesuvhether you are doing any
cable-logging now. It was always suggested and ®&it cable-logging was running at a loss.
With the greatest respect, | thought this wouldehbeen something Forestry Tasmania would
have well and truly in place by now, whether itcast recovery and whether they are making a
profit from it.

Mr BROOKWELL - On page 99, the revenue from the sale of forestyrts has increased
from $95 million to $103 million. Both the ministeand the chair referred earlier to the
improvements in the cash components of the busin€3se of those improvements was the
$7.3 million improvement in revenue from forest gwots, so a 6-7 per cent improvement year on
year in volume and price components. | refer yothe sale of the softwood right in 2014, which
was $6.5 million. That was a one-off sale thatuoed in the prior year which we did not get the
benefit for in 2015, so obviously that improvemanthe underlying volumes and prices in 2015
overcompensated for that revenue which we did abtajlowing the sale of the rights.

Moving on to page 100, the expenses from the ptomluand sale of the wood products is
$80 million, and that reduced by $2 million, sorthés an improvement in the cost profile there.
We have other sales costs which reduced by $3omilto $4 million from $13 million to
$9.5 million.

MsRATTRAY - What are 'other sales costs'?

Mr BROOKWELL - There are some export costs in there, some @#les costs, and
freight.

[10.00 a.m.]

MsRATTRAY - But then there is 'freight' underneath listepasately. Why isn't that all in
the freight component, if they are related to ity

CHAIR - What are the 'other sales costs'?

Mr BROOKWELL - | do not have analysis of the $9.5 million with me.

MsRATTRAY - Can we have that taken on notice?

Mr BROOKWELL - The first four lines would be the direct variablests of producing

wood. You can see there has been significant ivgmnent in the costs reducing plus the revenue
increasing, which has improved the gross profithef wood sales. Coming back to the earlier
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comments about page 67, all of those are concedtmtthe improvements in revenues and costs
that get paid out in cash and received in cashchwhwvill sustain through the business in
FY2016-17. They are not one-off improvements.

Mr DEAN - The figures can mean anything; it depends what want them to read as to
what you get from them. We are satisfied that phaduct currently being sold, the contract
timbers, are selling at profit, returning a gootlire to Forestry Tasmania - or are they, minister?
You have said that some of those contracts wemaice through to 2027. Are those contracts
profitable to Forestry Tasmania?

Mr ANNELLS - You are right in one comment - you would not rauryown business this
way because you would not have the overhead castsawe and have to meet, being a GBE and
supporting the industry. They are two different¢js: running a specific business, and running
this very big complex business. We make a pesfetbquate return on high quality sawlog and
on peeler logs. If you look at it from the pergpex of the very precise costs of our delivering
that wood to the mill door, it varies between custos and where we are harvesting the wood at
the time and the cart distance and all sorts ofgghi But on average, we are satisfied with that.

What it does not provide is any surplus to actuaiiet the other overheads in the business.
We are not adequately receiving, from high quadawlog, or from peeler logs, and certainly not
from pulpwood sales, sufficient profit to underpi®e rest of our business - our salaries, wages,
rents, et cetera. Clearly if we are losing somewlbetween $20 million and $30 million a year,
we are not running a good business. It is not@lghbing in that sense. The question has to be
turned around somewhat: is Forestry Tasmania hgddithe right direction? Strip out all the
one-offs and all the things that go on in any yeHne answer to that is absolutely.

What does the future hold? A lot of that dependsmbether the southern residue solution
process comes up with a good solution for southesidues. At the moment a proportion is
being carted north at a cost of about $5 milliohjch is straight off our bottom line. If we lost
$25 million, $5 million of it is transport costs sbuthern residues from south to the north in order
to keep the southern industry going. Is that thktrthing to do? We think it is. We think there
is potential to find a southern residue solutiémthe interim we need to support the industry, and
all the investment that has been made by the grisattor, by continuing to deal with southern
residues in this way. It is not a long-term santiwe know that, but it has been the solution
adopted basically since Triabunna closed down.

Mr DEAN - Hasn't that position created and caused Fordsisynania to get into the slump
that it is starting to recover from - as we arel®olThe fact is you cannot, and are not, sellirg th
product to recover all the costs that Forestry Tasmincurs as a result of providing the product.
Isn't that the reason we are where we are? Hog donwe now have to do this for to get into a
position of where you are recovering all costs emfdct making a profit from it? Isn't that what
it's about?

Mr HARRISS- It is not the reason, as Bob has just indicatedre are a number of
activities Forestry Tasmania undertakes for whicfenerates little or no revenue. People are
well aware that Forestry Tasmania manages a lastgee about only half of which is true
production capacity forest. After the various rgse processes of negotiated process in the past,
even now sitting on Forestry Tasmania's books isypeent timber production zone land of about
800 000 hectares, if | am not mistaken. With infal reserves in that land - and | won't go on
and on - if we pare that back to the real land Whscactually harvestable we have about 400 000

Friday 4 December 2015 - Forestry Tasmania 16



UNCORRECTED PROOF | SSUE

hectares, so there is already 400 000 hectarestRpiieasmania has to manage for fire protection
processes as part of the estate.

As to your question, lvan, about isn't that thesogga product being sold in its entirety - to use
the beef-cow analogy, you need to sell the mincevels as the prime sides - is not the only
component. There are a number of components Whoobstry Tasmania contributes to the estate
in Tasmania.

Mr DEAN - Minister, | hear what you are saying and | ustierd that Forestry has all these
other issues and other management processes éyaard responsible for and so on that do not
return a profit or are not money-making concerdewever, my question was - and | understand
the chairman to have said that the product it$&lf tou are selling, the contracted timbers and
native forest timbers, even plantation timbers,rareprovided any profit to Forestry Tasmania at
all just in themselves. That side of the businessot returning a profit and is barely covering
costs, or is not covering costs, including transpod all of the other costs associated with just
the timber itself - the logs, the plantation timbiself.

Mr HARRISS - Bob made it very clear at the commencement sfamswer that with the
high-quality saw log there is profit and with pegbdeovision, profit.

Mr ANNELLS - Where the problem lies, and has for a long timen the residues of the
pulpwood, what ends up at the woodchip market. wbedchip market has been very poor. The
Australian dollar has been very high, it is muctvéo now, thank goodness, but it has been very
high and there has been a lot of competition andt @f damage done to Tasmania's export
reputation in key markets as a result of the Gdaihgre.

It should never be forgotten that Forestry Tasmaraa confronted not many years ago with
losing half of its income in one week. When Guansiounced it was ceasing to accept native
forest product it reduced Forestry Tasmania's ircty half. We have been struggling, as any
business would, to adjust to the new reality thath&ve only half the income and not even that
because, quite frankly, through the Gunns yearsvttwdchip market was very buoyant and there
was a lot of money being made, not only by thembyuEorestry Tasmania as well. Times are
very difficult in the chip market but they are gedt better.

We are quite pleased with the way trends are gdiagit is not generating the cash we need
to make this business whole. Are we heading inrigpiet direction? Absolutely. Will we get
there? We are very confident that we will. It lwilot be an easy task but we have made
considerable strides in getting there in the lastryand we still have another 18 months to go.

CHAIR - That was the point of your question: how lorejdbe you can see the business
becoming profitable as a whole?

Mr DEAN - That is very clearly it. With specialty timbets, there a profit returned to
Forestry Tasmania?

Mr ANNELLS - It depends who you ask.

Mr DEAN - That's why | am asking you. You are the chairmad you ought to know - and
with the minister here | would thought we would get truth.
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Mr ANNELLS - | certainly hope you would.
Mr DEAN - | would hope so.
Mr ANNELLS - I will flick it to my chief executive.

Mr WHITELEY - With special timbers, some portion of it is ptalble and others it is done
as a CSO. Things like blackwood swamps and thogs ef things are really profitable. Wood
that is picked up associated with native foresvésting is profitable in the sense that roading has
been provided by an outscale operation. Things Hkion pine aren't profitable in their own
right. We receive some assistance in recoveringnHaine - and it varies. Within our operations
there is a profitable component and another compchat requires some support.

Mr DEAN - Why can't it be profitable? It's a very sougfieiatimber worldwide. The users
of it tell us they are paying higher prices fowitere they are getting it from - obviously a lotitof
through Forestry Tasmania. Why is it not posstblenake it profitable in the circumstances -
Huon pine, for instance?

Mr ANNELLS - Basically because the market will only pay ataierprice. It is not an
inexhaustible or elastic price mechanism. Huore pinharvested like a lot of specialty timbers,
as a by-product of our main activity. At the morme have very significant costs for roading
and other establishment costs that if we try tdyap@gainst Huon pine, for example, would take
it beyond the reach of all but the very few. Wease to sell special species timber at what we
think the market will bear, but we do not seek daige in that process because to do so, we think,
would lead to more bad publicity and, quite franklye market would simply dry up until we
reduced the price again.

| have a lot of confidence in our people who artirsg the price for this sort of stuff. You
will always be able to find examples where peoplg $You could have got more for this or that'.
That is why we set up Island Specialty Timbers, Imagticised in certain places, but it was a
genuine attempt to bring some stability into thekatplace and to test the marketplace pricewise
on a more regular basis.

Mr FINCH - In respect of the plantation industry, | am getting a positive vibe about this
process - the plantations, the handling of ther, gblling of them. We talked before about
scoping, and that it is continuing to see wheremwght go with this. We then hear of all the
other influences that are affecting the viabilifytlee plantations. Who is doing the scoping, and
will that be a lifelong job? Will we get to a sittion where a decision can be made about the
plantations and in light of the native forestryustty heading south - or woodchips - wouldn't it
be better to hold on to our plantations and haaé dk the future for Forestry Tasmania? | would
like to hear about the scoping - who is doing that?

[10.15 a.m.]

Mr HARRISS - Your question is premised along the lines thet is a never-ending process,
but as Bob has said earlier, there are markettsetigss. You have to bring this product to the
market and maximise the opportunities for the sale.

Yes, | have referred to scoping. As Bob has adgd, she plantation asset, or the plantation

estate, is dispersed. It is no use saying to peopt there, 'We have however-many thousand
hectares of the plantation estate available foe.saCome and give us your price'. A proper
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process does need to be followed to identify jusatwcomponent of the estate needs to be brought
to market to satisfy the debt funding componerfEafestry Tasmania. That is not a process that
you could push a button and produce a solutioonmtrow. It is a complex estate we are talking
about. Forestry Tasmania is in the business dihgelrees. This is bringing the trees to the
market.

We have said a number of times that it might omtlie unpruned, unthinned pulp trees that
might need to be brought to market. That wouldlgwood situation. That completely preserves
the pruned and thinned plantation estate - whishSteve has said - through a proper testing
process, provides the solid wood product into ttere. To say, 'To keep all of the plantation
estate because there is a market out there, anthtive forest residue product is heading south’,
that is not true either.

We are not selling native forest woodchips out akmMania because there is no market.
There is a buoyant market. | do not know whethmr gave a suggestion as to what a process
might be if it is not through a due diligence sempprocess to determine what component of the
estate ought to be brought to the market.

Mr FINCH - Who is doing the scoping?

Mr HARRISS - FT will be providing, as Bob has said, a datamothat will provide the
information about the estate, where the plantatases what quantities, and where. Treasury will
be overseeing that process as well with - | thinkas Chris who said earlier - the engagement of
a consultant, because it is a complex proces<ttifgt what is available. FT needs to have input
to that, as to its best business assessment asatothne business is likely to need over this year,
and the next financial year, to fund the businédse best business assessment they can make.

Mr FINCH - This reflects the difficulty Forestry Tasmaniagiht be having in progressing
into the future - that there is such a confusedketaout there, or a confused operation as to
prices, markets, what is of value, what is to beedaand where dollars might be made. It seems
that it is very difficult for Forestry Tasmaniaptot a course into the future.

Mr HARRISS - | could go there in terms of confused markeherE is no confused market
as to high-quality sawlog, peeler billets, and like. There is a defined and well-recognised
market. This process, the sale of the plantatsseta needs to be properly thought through.
Again, | come back to my final comment previousigttthe best business assessment by Forestry
Tasmania factors into all of that as to what gapeisded to be funded.

Mr ANNELLS - The other thing that needs to be understoodas dhproportion of these
plantation assets are located in the south. latdhave it off the top of my head what it is, but
around a quarter of the plantation asset is instheh. Should the EOI process for southern
residues that is being undertaken by Treasury cgmeith a solution, they then become quite
valuable assets. If there is no solution that Esapou to export woodchips out of the south,
those plantation assets have much less value. i bat of the things we are waiting for. We are
waiting for this EOI process. We are not parttof\lWe are waiting to see what it produces. That
will have a material impact on what the value ishage to sell. If we have to effectively exclude
our southern plantation asset, that is just anataleulation that has to be done.

You are absolutely right. This is one of the mosimplex businesses | have ever been
associated with. There are none of the normaligisale elements to it that you would hope to
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see. Itis a very difficult business to keep op ¢d, but we are in a better place to do that now.
We have a clear direction from Government, a cleaterstanding of what the challenge is, and
nobody in Forestry Tasmania has any delusions abbat is required of it. We need to get on
with it, and that is what we are trying to do.

Ms RATTRAY - | know you want to move on, but | cannot undamst - and this is a
question for the minister - we are subsiding resittuthe tune of $5 million up the highway right
now. They are public forests. Why isn't Foresigsmania and the Government using that
subsidy to get something for the residues in thehgd They belong to the state already. They
belong to FT. It is up to the Government and RoyeBasmania to come up with a solution for
the residues, not stand around waiting for priateerprise to come forward. They are hanging
back because they are not sure where we are gddwgyou understand, minister? It is very
frustrating to sit back and watch it.

CHAIR - Itis not strictly FT, but you might tell us wieethe EOI process is at.
MsRATTRAY - | am sorry. It always does my head in.

CHAIR - It is not just Forestry Tasmania that is invalvelt is also all the private forest
owners who are not harvesting because they doawet & solution for their residues.

Ms RATTRAY - It seems such a waste to be subsidising tottimeg - for how long now?
This is the second year, so that $10 million cdwdde been put into a residue solution.

Mr HARRISS - From a superficial standpoint, it might seenré¢his an easy solution, but
there could be a number of components. As everpene is aware, with the EOI process, with
19, 15 now proceeding to the request for propdsales- that is the detailed business case - when
those proponents will have access to the data mowided by Forestry Tasmania, it could be a
component from TasPorts. Again, it underpins thmpmlexity of such a business. It is not an
easy process to say, 'Go and spend $5 millionwenwill build a new port -

MsRATTRAY - It would be a good start.
CHAIR - It is $5 million every year.

Mr HARRISS - and we will export from a port with that facyfit The Government has
made it clear the preference should be for onshaliee adding of our residues, if we can get to
that situation. We do not want to keep exportihgps in huge quantities, but it is not a matter
that you would just snap your fingers and havenamediate solution.

CHAIR - You have always said that that is a long-terfatgm, but in the short term - the
next five years - it would be good to have a soutlexport solution. You have said this yourself
many times.

Mr HARRISS - There will always be a market and a demand dones level of woodchip
being exported for paper production elsewhereis ot a simple process to come up with a
number of solutions to the residues issue in th&hsbut it highlights the damage that was
strategically and specifically done to the industith taking out Triabunna. People knew exactly
what they were doing.
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CHAIR - Yes, but it is done; we cannot undo that.
Mr HARRISS - | understand that.

Ms RATTRAY - Minister, your Government let that sale procaad that port was sold for
$300 000. That is a disgrace.

Mr HARRISS - | will take that as a statement.
CHAIR - We could ask the question - is that not a disgfPa

Mr HARRISS - It is a matter about which TasPorts made a comialedecision to put that
facility on the market. TasPorts is entitled tsess - and there were assessments made - againsi
propositions for the purchase of that by others.

CHAIR - They are a government business enterprise wdaohbe guided by the ministers
and the Government. If the Government had salds'iE a strategic port, we really would rather
you did not sell it', they would not have put it the market.

Ms RATTRAY - A committee of this parliament made that recomdation from their
inquiry as their first recommendation - do not sledl port.

Mr HARRISS - The opportunity for access to that port, peapiderstand, was lost when
the access became landlocked because of the sile fmrmer Gunns land in its entirety, thereby
denying access to the port. That opportunity wasthen.

CHAIR - Not necessarily permanently, though; you caraggiuy things back. Things do
change. lItis a dynamic industry, as you keemtglis. Are you finished on residues?

Ms RATTRAY - Are we going to get any more information? Weéabout 15 pie-in-the-
sky ideas out there.

Mr HARRISS- To be fair, Chair, | am not going to let thatmoment from Tania pass
without a rebuttal. She said ‘pie-in-the-sky'. ef¥tare not pie-in-the-sky. These are serious
business people who want to contribute and havepaortunity to participate for the solution to
this problem which the industry has inherited. ylage not pie-in-the-sky. They are serious
business people. | do not think we ought to bexgishat kind of language to suggest that
business people have not put their hand up, bectuese have a confidence that they can
contribute to the solution.

MsRATTRAY - Well let's get on with it. It has taken far tomg.

CHAIR - That is a fair enough comment, minister, but doenmunity broadly is very
concerned about how long this process is goingke.t When are we likely to hear some of
these expressions of interest come to the nexestagne fruition? Nobody knows, apart from
yourself - and you may not - what the expressidnmterest are and when. That is really the
frustration, | think.

Mr HARRISS - We have been public about the broad range @goaies that the EOIs fit
into, from biomass to pellets to biochar to eneggperation, both small and large scale. That is
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on the public record. We have engaged with Treéswversighting Deloittes, because it is
important that there is a probity process goindhere. | do not get involved, and neither should
I, with the expressions of interest. Neither sdquéople be able to come to my office and lobby
as to the robustness of their proposal and sayyé&\gmt a deal too good to pass up, just get on
with it and let us proceed'. The current finabstahe request for proposal stage -

CHAIR - Closes when?

Mr HARRISS - The business cases at the latest will need tm & February; that is the
latest date.

CHAIR - At least we have some date.

Mr HARRISS - It could be that if people get their businessecadvanced and submitted to
the consultants prior to that, an assessment d®itdade against that.

[10.30 a.m.]

CHAIR - | was at the Australian Bioenergy Conferenckannceston earlier this week and a
number of proposals for using biomass were candadsze, a lot of papers. The end result,
however, was that all those papers basically saiekse are possibilities but at the moment none
of them currently have a financially viable cadegt us hope that something comes up.

Mr VALENTINE - With regard to the residues and the solvinght$ tssue, how is that
impacting on Forestry Tasmania? We are here kaatabut Forestry Tasmania rather than what -

MsRATTRAY - | know, but it is $5 million last year straigbff their bottom line.

Mr DEAN - When is a decision expected for whoever mighe tide product forward? Is
that expected in 2016, minister?

Mr HARRISS - Yes, with 17 February being the last possiblee dar people to get their
RFPs in. If they have their business case welaaded and they get access to the data room and
can close the loop on that, they could presentRifrd earlier.

Mr DEAN - So in 2016 we can expect to know where we areggaith that?

Mr HARRISS - Yes.

MsRATTRAY - You could potentially add two more years forualdb -

CHAIR - Product needing to be sent north?

Ms RATTRAY - Yes. Would that be a reasonable time framexfmeet two more years
following that process?

Mr HARRISS - | would not have thought so, but | should not@pate either because, of
the 265 000 tonnes from the forest residues, tineebing residues, going north, if there was a
solution to take 50 000 of that very early andatild be an easy process, you would close that
gap. Do not take the $5 million as being the curitig expenditure for that process because we
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just do not know in these expressions of interest the proponents putting them forward what
component of the residue they want.

MsRATTRAY - | just hope they become pie on the ground angigon the sky.

Mr VALENTINE - With regard to the $5 million off the bottomdinwasn't that basically a
grant from the federal government to assist witdt irocess? Has that all run out?

Mr HARRISS - Yes, that was from the Tasmanian Forest Agreémé&hat was part of the
process in recognition that Triabunna had gone.

Mr VALENTINE - So that is now gone?

CHAIR - That stopped 18 months ago. A supplementargtopureto this, minister. What is
happening? Are logs from the forest going north?

Mr HARRISS - Yes.

CHAIR - Are you also sending woodchips from sawmillshopth?

Mr HARRISS - Yes.

CHAIR - Are they private sawmills, and why is Forestasinania subsidising that?

Mr HARRISS - Some of the logs from the harvesting procesbygaail and some by road.
With the processing or sawmill residue, that isoggttion that the export facility was taken out
but we are talking about the State Forest, if | garback to an old term. We are talking about
processing wood from the State Forest which waswlike affected by the Tasmanian Forest
Agreement. Previously there was a contributionthi® transport effort north for the processing
residues from sawmills in recognition that the &tabrest resource had been challenged because
of Triabunna being out. That was the previous gavent.

CHAIR - | cannot understand why, after processing byns#ls; FT has to fund the
woodchips going north. That does not happen t@rofitivate sawmills. There are private

foresters who are not harvesting because they tafiood to send their residue up north. Some
are and some are not; | do not understand.

Mr HARRISS- It goes back to what | just said. It recognisdsat has been inherited
because of the attack on -

CHAIR - But most of our sawmills get state forest supdbn't they?

Mr HARRISS - We are talking about residues from the 137 Q@ifiacmetre supply from the
state forests of high quality sawlog.

CHAIR - So all the sawmills that get that supply getrthesidue freight costs subsidised?
Mr ANNELLS - As the minister said, this used to be paid framder the TFA. There was

an allowance, | forget the precise number, butrddgl million set aside for transporting sawmill
residues. When that ran out the Government deditdthe program needed to continue. 1 do
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not have a problem with that - with no southerndws solution. The sawmillers were in great
difficulty on this matter, even though some of thessidue transports are in the north and the
north-west, but the bulk of it is in the south. eTBovernment decided that the program should
continue, and we agree with that it did need taiooe. They requested that the board agree that
we would pick up this cost. The effect of thatraases our borrowing requirement and to some
small extent will increase the requirement for assell plantations to cover the increased cost.
The amount per year is about $640 000; over theywars that will make the sum total in the
order of $1 million to $1 million and a bit. Indhgreater scheme of things it is no big deal for us
We would rather not? Of course, but the Governndehnot tell us; they asked us and the board
said yes.

CHAIR - It does not seem fair that private sawmillerarg get it, but ones who have
Forestry Tasmania products do.

Mr HARRISS - At a time when the Tasmanian Forest Agreementaypdad expired, the
Department of State Growth picked up that tab fome. | cannot be precise about the time.

Mr WHITELEY - That was up to 30 June in the year just gomnés ih the current year that
we are talking about; FT picked that up from 1 July

There was a question about a line item -

MsRATTRAY - Yes, page 100, $9.5 million.

Mr WHITELEY - Yes, 'other sales costs'. That is principdily kand base part of exports,
so it is Toll chipping - when we get various peopdechip the logs before woodchips are
exported. Itis Toll chipping, which we get done®mart Fibre at Bell Bay and at Burnie. That
is a contract service turning the logs into chip.is the management of the chip pile, the
wharfage and those sorts of things. The 'freighthe shipping, but this is all the bits between
logs and getting them onto the ship.

MsRATTRAY - It should be better identified in the annualarp

CHAIR - Is that most of the $9 million?

Mr WHITELEY - Yes, that is the bulk of it. There is a rangehings in there about yard
management, but the bulk would be Toll chipping asdociated wharf use and those sorts of
things.

MsRATTRAY - No wonder Toll is doing well.
The committee suspended from 10.39 a.m. to 10.55.
CHAIR - Ms Rattray introduced it earlier about emplogest but there are more things to

be asked there.

Mrs ARMITAGE - | will start with general management team renmmatien. Minister, we
all know that costs have been restricted and thdiqservice has had losses and cut-backs, 2 per
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cent, | believe. Is the Forestry general manageémeam restricted to the 2 per cent pay rise that
all other public servants were restricted to fa ldst financial year?

Mr ANNELLS- Yes.

Mrs ARMITAGE - The annual report does not confirm that andfithees are sitting here.

In 2013-14, the CEO received $302 000 plus a dleont-incentive of $26 000. In 2014-15 it
went up to $313 000 which, on my figures, is at®Bt5 per cent increase.

Mr ANNELLS - You need to look at the total. The total renmatien went down.

MrsARMITAGE - You are talking about the total?

Mr ANNELLS- Yes.

MrsARMITAGE - | am talking about one person.

Mr ANNELLS - Mr Whiteley's total remuneration went down.

Mrs ARMITAGE - That was because the vehicle was devalued. tatking about the
salary in dollars. When you look at us, as paétis, you look at our salary, you do not look at
vehicles and other things. | am asking the sdfignyre, not the end total when you devalue a
vehicle from $29 000 down to $7 000.

Mr ANNELLS - | can get this in detalil.

MrsARMITAGE - | am generally asking if you are restricted {oe2 cent.

Mr ANNELLS- | am not sure what movement between band orevieat may have gone
on. The important thing is that we have reducedgemeral management team from eight people
to six as part of the process of reducing our avadhover time and it does take time. It is always

getting away from you because there are alwaysys@lereases being applied.

Mrs ARMITAGE - That is no problem. | was asking about the 2geat because it did not
add up to me. While agree that you may have lespie -

Mr WHITELEY - In the first year of my employment | was madeoéfier which | accepted
and then Treasury guidelines were brought out aal&ry ranges for various places. My salary
was increased to the minimum of the range. It a8 into the range rather than being below
the range.

MrsARMITAGE - It was not a percentage increase?

Mr WHITELEY - No. It was bringing my salary into the bandret lowest possible level.

Mrs ARMITAGE - Can you let us know the KPIs for the term inoaniplans because |
notice the CEO is the only one who has receivethegntive payment. Do you have guidelines
for that?

Mr ANNELLS - Do we have KPIs, absolutely. | do not have ttere.
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MrsARMITAGE - Does the board asses whether someone meet$tha K

Mr ANNELLS- The board assesses the KPI process. It isaworg process and it is
getting more rigorous each year. There were &fsKPIs for the chief executive and there are
rigorous guidelines on how you apply bonus prowisid his is the only organisation | am aware
of where the only person eligible for it is the efhexecutive. No other member of the senior
executive team has access to bonus provisionsoraly, | would prefer to see it go further into
the organisation.

Mrs ARMITAGE - You probably cannot afford it, | would not haveught, Forestry at the
moment.

Mr ANNELLS - We cannot afford it, so that is the short answer

Mrs ARMITAGE - Salary maintenance - it was mentioned by the bezrfor Apsley that
maybe higher level staff are doing lower paid jobw many staff would you have currently on
salary maintenance? That is, staff that may haemn lon a particular level that may have to stay
on that level for a certain period of time befdneyt can drop down. Do you have any staff on
salary maintenance?

Mr WHITELEY - We have bands within our organisations. Within ghe's position
description they are appointed to a particularll@gainst a position. Within that, some of those
positions have a range, so they can progress loesskill.

MrsARMITAGE - Do you have salary maintenance?
Mr WHITELEY - Salary maintenance being?

CHAIR - That if somebody is doing a lower level job thewe to continue to be paid at the
rate that they were.

Mrs ARMITAGE - Even though they are no longer doing the bantkwizey were doing.
That was mentioned by the member for Apsley, tbatesmay not be doing their previous job,
but salary maintenance means because you are exdpddyhat level, you have to be paid at that
level for - would it be 12 months - even though yoight be doing a lower level.

Mr WHITELEY - Chris might know the details, but | think there aree two people who
had grandfather arrangements but an insignificantber. There was no significant number.

MrsARMITAGE - So you do have people on salary maintenandeanbment?

Mr BROOKWELL - Through the redundancy process, we have to complly the
enterprise agreement. There was a formal mechafusmedeployment. We have one or two
circumstances where people unfortunately found ghasitions redundant and applied for a lower
level so the provisions of the enterprise agreerkiekied in. There is a transitionary period, but
essentially the remuneration for those individlaigers to the new line.

CHAIR - So the period of time is exactly what Mrs Arnggais asking - how long?
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Mr BROOKWELL - | think it is 12 month's transition.

Mrs ARMITAGE - One last question regarding the board. Onehefthings that your
Government minister was doing when they came irg aking at boards and reducing costs of
boards. It is a substantial cost for the ForeBrtymania board. Has it reduced in number? If not,
are you likely to look at the Forestry board andluee numbers?

Mr HARRISS- All boards are constantly under review. The abger reminds all
stakeholder ministers regularly to do so.

Mrs ARMITAGE - Has this one been under review?

Mr HARRISS - Geoff Coffey's term expired 30 June, from memao#y this stage Geoff has
not been replaced.

Mrs ARMITAGE - How many members on your board, six?

Mr ANNELLS - We have five members on the board at present.s Bosyon was the
director who changed from six to five. There isrently a renewal process, so other directors do
not finish their term and they will be replaced.

Mrs ARMITAGE - How many members do you normally have? Do yaumally have six?

If you now only have five, is there a need to repléhat board member? Can you operate with
five? Are you looking to review your board as ther boards have been cut?

Mr ANNELLS - We did not replace Ross, but we have added TormalFe

Mr FARRELL - Atno costto FT.

MsRATTRAY - You have paid directly to Treasury the cost of Mrr&ll.

MrsARMITAGE - It is only $6 000, compared with the others.

MsRATTRAY - ltis still a cost.

Mr DEAN - You are talking about almost half a million dollars

Mrs ARMITAGE - It is a considerable amount. That is why | wemdl, when the
Government is looking at cutting other boards. hége had discussion on some of the boards
that have been looking to be cut. You have notvansd me yet, minister. Have you looked at,
or has your Government looked at, a review of thee§try Tasmania board?

Mr HARRISS - Going back to -

MrsARMITAGE - You were saying the Treasurer wants it, but haatedone it?

Mr HARRISS - Going back to last year when Ross Bunyon's taxgired, we have not
replaced Ross, so we are actively applying thatypglosition of reducing numbers.

CHAIR - So technically you are going from seven to six.
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MrsARMITAGE - No, six to five, then with the other lady -

CHAIR - No, because there is one still to be replacedyTFerrall's replacement. So with
Tony Ferrall, that is still only five, is it?

Mr HARRISS - We have the people's names in front of us soraevh Five permanent
board members, supplemented pro tem by Tony Ferftlat was post the review of Forestry
Tasmania by the steering committee. The Governrhastalways made it clear that was a
temporary appointment. With Ross Bunyon's deparur

MrsARMITAGE - Is he looking to be replaced?

Mr HARRISS - No, from six to five.

Mrs ARMITAGE - Next year we will see there will only be five meers, plus Tony
Ferrall. We will not see the replacement of Mr Bon? Do you have any females on the board?

Mr HARRISS- Yes, Christine Mucha. The Government's poliéyhaving a target of
50 per cent female participation on boards -

MrsARMITAGE - You are going to have to have a few changes., the

Mr HARRISS - It is a target.

MsRATTRAY - I think I lost my opportunity when | retire.

Mr HARRISS- The Premier has made it clear, and he challengesegularly about
proposed appointments to various boards and positwithin Government, that we need to

consult the women's register.

Mrs ARMITAGE - | am more concerned with fees than | am of genate long as people
can do the job.

CHAIR - One less is almost 20 per cent.

Mrs ARMITAGE - Absolutely. It will be interesting to see nepdar. | will not hold the
guestions.

Mr DEAN - Minister, with a struggling organisation - an@aily it continues to struggle -
do you believe, | think it is close to half a nolii dollars for a board now in the current situation
| think it is $400 000, last time | looked at it -

MrsARMITAGE - $365 000. $418 000, sorry.

Mr DEAN - Do you believe that that is a reasonable paynientthe board in the
circumstances that Forestry Tasmania finds itself?

Mr HARRISS - At this stage, yes. It is a complex and seriousiness contributing to the
economy of Tasmania. You might recall at an eatiiee the Auditor-General on his assessment
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of the contribution of Forestry Tasmania to the ooy of the state. The state was a net
$111 million better off every year for five yearshaving the business in operation. There is a
net benefit to the state. | am satisfied with vehidse situation that the board is at.

CHAIR - We will try to keep our questions and answersertshso we can have more
guestions.

Mr VALENTINE - | am looking at something that is worth 10 b@arahd a lot more than
that, if we look if the non-current liability. halooking at page 85 -

CHAIR - He does not mean it is worth more than 10 boaktks means it costs more.

Mr VALENTINE - | am talking about the value. Page 85 of yayort. | am also looking
at the Auditor-General's report, on page 43. Saperation is $5.8 million as current liabilities.
Then you have non-current liabilities in super tha worth $126.7 million. That is a heck of a
lot of money, obviously to do with defined benefthemes. | am interested to learn how you
handle the transfer of employees across to DPIPWIkere are 42 staff that we transferred, if |
am correct, to DPIPWE. How is that superannuagigpect handled, given the fact that Forestry
Tasmania is responsible for 80 per cent of the fup®nce a person retires, you are also
responsible to continue to contribute over time.

CHAIR - Either lump sum, or -

Mr VALENTINE - If it is lump sum that is a one-off, if you likeGoing forward, if they
have chosen to have a pension, then it is an ogg@mmitment into the future until they or their
partners dies. How have you managed that? Hae sbthat liability been transferred to another
government department, rather than Forestry Tasmaking up that liability?

Mr WHITELEY - That particular process - all of the people witemsferred across to
DPIPWE, the 43 people you mentioned, transferrembsac with all of their entitlements
transferred. That was removed from Forestry TasmarWith the individuals, all of their
entitlements accrued whilst at Forestry Tasmamaanmeed with them with their new employer.
That liability was removed from Forestry Tasmania.

Mr VALENTINE - That is only one part of the equation, is ithddnce they retire -
Mr WHITELEY - No. That has been removed from Forestry Tasmania

Mr VALENTINE - No. That liability you are talking about - aged superannuation fund -
that means you are no longer responsible. If tkeéye in DPIPWE, you are not responsible for
the number of years going forward they served with. Is that not a transfer of liability to
DPIPWE? Not cash component, but future liabilityvould like to know what proportion of that
was future liability. If you look at your overatlet position, you are talking about $30 million.
Your underlying loss last year was $30 million, ainid now $25.62 million. Into the future, that
means your liability for future payment of that stgnnuation in the event they retire - not if they
are keeping their job, but in the event they retiteas been transferred to another government
department without a monetary transfer.

Mr BROOKWELL - The rules in relation to the RBF scheme for aggomnent organisation
is covered by the regulations. Whilst the trangfeithe 42 pre-dated my involvement, what
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ordinarily happens is that if an employee movesnfrone government SOC or department to
another, the new employer has 60 days to requiesRBF, for the original employer to transfer
the funds for the benefit that was accrued up édaithe for the period of service.

Mr VALENTINE - That is for the employee benefit. | am talkatgput the liability of the
department - or in this case Forestry Tasmaniacemtribute to their pension going forward once
they retire. | am not talking about monies thatehbeen accumulated by the employee and the
employer contribution that goes into that and ikaransferred. | can understand that process.
What | am talking about is when they retire. luywork for a government department, they have
to continue to pay. That is what the non-currettility is, $126 million for that retirement.

Mr BROOKWELL - When an employee retires, it is the employehattime of retirement
who is responsible for the payment. The $126 arillof liability that Forestry Tasmania is
presenting is essentially FT's obligation for cotremployees who are part of the scheme,
pensioners who have already retired that we arengay pension to, and for people who would
have left Forestry Tasmania's employ and not tearesfi to another government organisation.
There are three types of individuals we have aliiglor.

Mr VALENTINE - But you are talking about hard cash.
Mr ANNELLS- No, | am talking about a liability. That is alility you are quoting.
Mr VALENTINE - Yes, and that is worked out by the actuaryt, mot?

Mr ANNELLS - It excludes any provisions for those 42 peopbganse once they moved
across to DPIPWE, DPIPWE takes their obligationmgdorward forever. That is the way in
which Treasury deals with any transfers betweenegowent departments. That $46 million
relates to the people we still have working forarshave retired, et cetera, but it does not inelud
the 42.

Mr VALENTINE - | understand that. |1 am talking about futuadility. It is actuarial, so it
is not hard dollars at this point in time. It dede on when people retire and what the draw is on
those retirement funds. With that transfer of Afpyees to DPIPWE, it improves your bottom
line very significantly - not only today or in thfaancial year 2014-15, but it saves you that
forward liability. That does not necessarily reflen the underlying position that you have of
$30 million. If you took into account the 42 emyges who have transferred -

[11.15 a.m.]
Mr ANNELLS- It is a prior year.

CHAIR - It is the previous year.

Mr ANNELLS - | understand what you are trying to get to. T$sie here is not that
number, it is what we have to pay in any one yédrthe moment it is -

Mr VALENTINE - It is $5.8 million.

Mr ANNELLS - If those 42 people had stayed with us and soatk ritired, then that
$5.8 million would have been $6 million or $6.1 lvih or whatever, so that is absolutely true.

Friday 4 December 2015 - Forestry Tasmania 30



UNCORRECTED PROOF | SSUE

The fact is they went and they took all their datitents and obligations with them to DPIPWE.
They are the rules we operate under.

Mr VALENTINE - I understand that. | am saying there is a oepartion of that transfer
that has gone across of liability that improvesnjoattom line.

CHAIR - But it happened the year before, it is not is fnancial year.

Mr VALENTINE - | understand that. The 42 happened in 2014\W= are talking about
the 2014-15 financial year, aren't we?

CHAIR - No, they happened the year before.
Mr VALENTINE - In 2013-14? Okay. Even so.

Mr ANNELLS - The fact is that no matter whether we have thendr out, we have a very
substantial hit to our bottom line that relateshte pensions we have to pay going forward. We
have run and lost that battle with Treasury thahges they may care to take that from us. |
understand and the board understands only too thatlthis would set a precedent so it is not
going to happen and we have just to live withliit.trying to break even, we have to factor in that
that number is probably going to go up for a whitiemore people retire - we have done all sorts
of calculations on this - and then it will startdmp again.

Mr VALENTINE - Does your $25 million of underlying loss taketoinaccount the
$30 million equity injection? Or was that pre gty injection?

Mr ANNELLS - Pre the equity injection.

Mr BROOKWELL - The $30 million equity injection occurred inghgurrent financial year
of 2015-16 and because it is an equity injectiomatld not impact on profitability.

Mr VALENTINE - No, but it will come up in the following annuaport for 2015-16.

Mr BROOKWELL - Correct.

CHAIR - It is an issue, and you have pretty much ansvieneow, Bob, but the point is that
you have legacy costs of past employees. Your foor& is now much smaller than it was, even
not counting the 42 who went, and with the redus@enyou have paid and the people who have
retired you have a big bill for lump sums or peopl® get pensions for a long time to come, for
employees you no longer have. You say you havedagie Government whether they would like
to take this on.

Mr ANNELLS - Yes, and they declined, surprisingly enough.

CHAIR - | guess it is not the only government businedsrerise that has this problem.

Mr ANNELLS - Exactly, it is a common problem.

CHAIR - But it is going to be an ongoing liability.
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Mr ANNELLS- Yes.
CHAIR - Your current operational costs have to coveretbing that happened in the past.
Mr HARRISS - Patrticularly in regard to the defined benefithemme.

Mr VALENTINE - It is a heck of a lot of money, $126 million, have to make in the first
instance before you even think about making a profi

CHAIR - Itis. That is why we are asking about finafgibecause you have already told us
it is currently $5 million or thereabouts for trgoest costs that you rightly should not have to be
paying. You are now talking about $5 million or ®dlion a year for benefits. | guess that is
what makes us ask if you can meet the policy olwestwhen you have those kinds of things.

Mr HARRISS - On the $126 million, Chris can make a commenthaa.
Mr VALENTINE - That is $126.782 million.

Mr BROOKWELL - Yes. That is obviously identified as a non-eatrliability, but around
two-thirds of that is the actuarial liability foné pension payments we are currently paying. We
spend somewhere between $5 million and $6.5 millioyear in terms of the pension payments
and that contributes about $130 million of the grbability. Two-thirds of it is going out as
$5 million or $6 million in cash each year.

Mr VALENTINE - So it's a paper figure, not a cash movement.

Mr BROOKWELL - Two-thirds of that $126 million is going out gsetty constant
$6 million a year cash each year and then a tHitbeoliability relates to the people who have not
retired yet. We have a cash flow risk around tiviich you alluded to. When people retire and
take lump sums that is tough to fund. If they takeauities it is easier to fund if it goes for ado
period of time.

Mr VALENTINE - | know you were saying it was in the previousaficial year but the
point | was trying to make before was that theiligbstill goes forward every financial year for
people who retire. All | am saying is that liatyilithat portion of 42 people, has been transferred
from Forestry Tasmania to DPIPWE and that improyear bottom line every year. The
$25 million as it is would be much worse if it didt have it. That is the point | was trying to
make.

Mr BROOKWELL - Forestry Tasmania will have for the next 10 getlre exposure to
people retiring.

CHAIR - At least, | should think.

Mr BROOKWELL - The modelling shows that the actual costs thibger the subsequent
10 years.

Mr VALENTINE - How many people on the defined benefits schemgod have now still
remaining in your workforce?
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Mr BROOKWELL - Post-redundancy we have exposure to 80 membetiseodefined
benefits scheme, of which around about a third wleesnploy. A number of those -

CHAIR - Two-thirds. Yes.

Mr FINCH - | would like to ask about the plantation platfojoint venture. Is Forestry
Tasmania now in total control there and what wasdhantum to be paid to the joint venture
partners to get total control of that?

MsRATTRAY - And why did you want it? That's the biggestsjion.
Mr WHITELEY - I won't say it is a Dorothy Dixer but it is aabquestion.

The estate was established as a joint venture bedaarestry Tasmania set it up, so whilst
the joint venture owned all of the trees, ForeJtagmania owned the pruned trees and the other
50 per cent, the pulp wood trees or the thinnimgge owned by the other parties. They wished
to take out their trees when we thinned the plantadt age 10 to 13, so it suited an investment
cycle for a pulpwood investor. The rest of thesrare owned by Forestry Tasmania. We pay to
prune them and they contribute to our solid woddteghat we talked about before. Effectively
somebody else assisted us with the establishmettofdhose plantations. They were planted
over a number of years and the owner of the pulgWoses, which are taken out by thinning, is
now taking their own trees away, if you like, sasitan arrangement where they take away their
own trees and by virtue of that the joint ventuseprogressive extinguished because for each
hectare that is thinned they have taken away thess and the ones that are left are wholly owned
by Forestry Tasmania. As the thinning program wdtkough that, by the end of that they will
have got all their wood and we will own all the @@nming trees. That is the system that is
happening at the moment.

Mr FINCH - When do you think that will be completed?

Mr WHITELEY - It is scheduled to be completed by June 2017e éftered into an
agreement over a two-and-a-half year period for tinéde worked through simply by them taking
their trees away. Some of our plantation expaditvidyg is effectively us assisting other people to
take their trees away, leaving us with the treaswe want.

Ms RATTRAY - Why are we paying them, then, if they've onlgisted us with a joint
venture and they're taking their trees anyway?

Mr WHITELEY - We realise the value of the trees. We are pasively owning 100 per
cent of the joint venture so it is a structurahagement that maybe Chris can talk about.

MsRATTRAY - | don't understand; they're getting the valuéhefr trees as they sell them.

Mr BROOKWELL - At the start of the agreement where we agrequhyothem out we are
paying to increase our ownership of the JV fronghdy half up to 100 per cent over the two-and-
a-half year period. We have a liability in the kso In the balance sheet it is $5.7 million which
we have recognised, and on the other side of timeve® essentially have control of all of the trees
in the joint venture and those have come througimdeease the value of the forest valuation at
15 June.
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MsRATTRAY - Are they replanting the ones they're takingnthe
Mr WHITELEY - No. This is a thinning operation.

Mr BROOKWELL - We are in control of the trees now. In termdha exit process, we
pay the $5.7 million over the next two years andhaee control of the trees. That is one of the
reasons why the forest valuation went up so muebtalse we have the structural change with the
valuation of 100 per cent of the trees in thattjeEnture.

MsRATTRAY - But you do not have 100 per cent of the treesbge that joint venture has
taken their share of the trees out along the way.

Mr BROOKWELL - One of the terms of the exit is that we do r@téhto use the trees in
the original joint venture to sell to the joint were partner, and we are getting the revenue for
those shipments as we provide them.

Ms RATTRAY - Is that the best deal for Forestry Tasmaniasoit for the joint venture
partner?

Mr HARRISS - It is an appropriate deal for Forestry Tasmariide explanation given by
both Steve and Chris underpins that it is an apmtgomanagement of getting 100 per cent of the
estate.

MsRATTRAY - One hundred per cent of an estate but theretid®0 per cent of the trees
there; some have gone.

Mr BROOKWELL - It is probably inappropriate for me to say as ttorum, but the forest
valuation went up well in excess of the amountgwaie -

MsRATTRAY - Itis a good deal for Forestry Tasmania, in yaemw?

Mrs ARMITAGE - A couple of questions regarding safety. It wantioned by the Chair
earlier that you only met three of the nine safayformance targets. You mentioned that most
of the injuries were relatively minor. What welgetworst injuries? What do you consider
relatively minor?

Mr ANNELLS- A lot of them were slips, falls and sprains dhdse things. | am using
'relatively’ because unfortunately a lot of ourplemperate in a very dangerous environment.

Mrs ARMITAGE - How did FT do so poorly in workplace safety in edustry where
safety is paramount?

Mr ANNELLS - | was coming to that. You asked me what thargtas are. To be precise,
we had four slips, trips and falls; two strains apdains; two eye injuries; one manual handling;
and one motor vehicle accident. They all causstitime injury. That means they had to be
serious enough for a doctor to send somebody oféa fperiod. When | say ‘relative’ | am using
that word compared to what can happen in the favbste it can be absolutely serious; it can be
fatal.
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Mrs ARMITAGE - Of the 59 redundancies we talked about beforerevany of those
positions in the area of workplace safety?

Mr WHITELEY - We fully maintained our safety structure. Thevas no redundancy
associated with reducing in any way our structaresind safety.

Mrs ARMITAGE - In the annual report you state that the board @wanagement have
therefore developed and already commenced implenge@t new safety strategy across the
company and all our contractors. Can you expldiatwour new safety strategy is that hopefully
will make you meet more than three of your ninesafargets in the next financial year?

Mr ANNELLS- We are making a range of changes. We have eeasingly difficult
target because as we have reduced our staff nuntteersumber of hours you work in total,
which is what you apply to give you the LTI figuie,a stretched target, making it more difficult.

Mrs ARMITAGE - You say you are implementing a new safety stsgteg | wondered
what it was.

Mr WHITELEY - Part of it is structural, related to things we aneasuring. We have
chosen to measure a whole lot of early indicatd®ather than just have post-accident indicators
we have put more energy into indicators of preedant.

[11.30 a.m.]

We have also increased our training and awaren&&shave done things using smart phones
and those sorts of things, where people reportreagens. We are really trying to get ahead of
the curve rather than the traditional things yotipto safety programs.

With our contractors, we have delivered coachingnglwith assessment. We have had
people out there assisting contractors with thafety systems. With staff, a lot of it has been
around cultural training as well, thinking abouitatie rather than just skill. There is traditibna
training around manual handling and those thinGsiemical handling and all of those remain.
What we have really put more energy into is bo#wpntive measures and cultural changes, and
measuring as we go.

CHAIR - Roads is another major cost for the businessu iave a smaller operation than
FT used to have, but you seem to still have aflebads that you have not been able to divest.
They might be classed as state infrastructure readsouncil roads or whatever, but FT still
seems to be spending a lot of money on that. ©@artatk about that?

Mr HARRISS- That goes to a comment | made earlier regardiogestry Tasmania's
contribution to a whole range of measures around -

CHAIR - You give some CSOs for that?
Mr HARRISS - Indeed. Infrastructure Tasmania is conductingadit, an assessment, of
all the state road asset. Then there will be sassessments about who might properly have

responsibility for that into the future.

CHAIR - The stocktake is actually happening?
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Mr HARRISS - Yes. That has been initiated by minister HiddiwWe regularly get requests
to the Government to have a think about roads @kelangatta Road, the road over Mt Bruny;
Cockle Creek Road and many others around the s&ime of it is Forestry Tasmania, some of it
is DSG, and some of it is council. Allan Garciafrastructure Tasmania, is conducting that
assessment.

Mr WHITELEY - There was $1.23 million to assist in maintainingnecof the roads, but
Forestry Tasmania, by virtue of the roads that Guformally managed, acquired a huge
additional asset or burden, depending which waylgok at it, in road infrastructure. There were
many roads been built over many years that had tesprersed through Forestry Tasmania in a
number of companies, and effectively they haveealérted back to FT.

CHAIR - Do you have any idea of the cost?

Mr WHITELEY - It costs us around $10 million a year between raaiirig and building
roads. There is a contribution from CSO for soweds. Clearly there is a structural issue the
state has through various circumstances. As thestar mentioned, a strategic view of asset
management for the state is an appropriate wayakensome decisions. Along the way, FT is
seeking to maintain roads at a reasonable standanmsure safety and avoid environmental harm,
but many roads are not being maintained to nebadystandard they have been when they were
more actively used and managed by the industry.

CHAIR - Are those roads still needed? Are there a nurobeoads that do not need to be
maintained any longer?

Mr WHITELEY - | think there would be some. Part of work beinghelahrough
Infrastructure Tasmania is to have a look at inftecsure roads that are of broad community use
and access to various places. People could tHiskre of those roads. There are other roads
that are relevant directly now for forestry fortoag wood. There is another set of roads that are
needed for forest management or things like apaogess. There are a number of things that are
required for other special uses that are forestagament related, so it is fire management,
apiary, access to certain places, and there mapive roads that can be put to bed. With the
change of the land use classification, it is logkat which roads fall into which department.

CHAIR - So all the roads you currently maintain or make being assessed in this
infrastructure review?

Mr WHITELEY - We are doing some work on that. We are contiriguto the strategic
assessment and in the course of doing that intgrwal are applying a different standard across
all their roads for our own management purposeasjipg any other decision that might be made.

CHAIR - Do we have a date for when that might be coreglet

Mr HARRISS - | will need to take that on notice.

Mr VALENTINE - Fire access risk is one of those criteria.

Mr WHITELEY - That is right. | said ‘forest management' arad ihcludes fire and apiary.

There are a number of things there that are nodymtamn related but clearly forest management
related.
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Mr VALENTINE - The beekeepers were concerned about the quaftleatherwood trees
that currently exist and were very keen to makes dlmat was not reduced because of the
importance of that resource to their businesseghdre any comment on that as to the reduction
of the quantum of leatherwood in the FT harvestiraresses and those sorts of things?

Mr WHITELEY - | was involved in a former life in a lot of woskith the beekeepers to
identify those areas that are most important feargp We did some very significant work in the
Wedge and applied those principles elsewhere. fdties that has gone on is a joint assessment
of FT and the beekeepers as to where the mostfisanti stands of leatherwood lie and that
significantly influences which areas we do not et harvest.

Mr FINCH - Is there any value in FT maybe putting in aHeatvood plantation?
Mr WHITELEY - Itis not a current priority for us.

Mr FINCH - You've not had that suggestion put forward leydpiarists?

Mr WHITELEY - No.

Mr FINCH - Is it achievable?

Mr WHITELEY - We haven't considered it. Like any species, dis rparticular
characteristics. Some of the comments we getpbuspecifically in this case, have more to do
with enrichment and whether there is any treatntieerte to encourage a particular species, so |
am sure there could be some treatments there @nealctertain areas that were commercial. In
the past the general comment would be that we @awed it difficult to commercially grow
plantations. We have found it is much better tmage the environment, possibly with some
enhancement if it is beneficial.

Mr DEAN - This is in response to clause 44 of the TCFA. e Wtate constructed
72 kilometres of new roads to improve access tecsetl areas of special timbers and to support
the agricultural industry. The program was congdein 2007-08. Of the 72 kilometres
mentioned, were any roads included in new reseckeated under the TFA? If any roads were
included in reserves, please advise the lengtioad resurface, class of road and the land tenure
they now sit under. Were any of the special tinthanagement units that these new roads were
constructed for ever harvested? If so, pleaseigeedacations and details of such harvesting.

Mr HARRISS - | do not know whether we can provide the dathithat, Steve, but if you
can.

Mr WHITELEY - That would be discoverable but it is certainly something we have kept
a specific record of. As to whether there were argas added to the reserve system, the answer
would be yes, but since that time we have simplu$ed on the PTPZ land and have not
reviewed various things that have been transferred.

Mr DEAN - Is that information obtainable?

Mr WHITELEY - It would take some work; it is not summarisedwahgre. It would be
through a project for somebody to spend some tioleggback through those records. It is not
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land that is currently managed by FT. It may bmeiting DPIPWE could discover if it was
relevant.

MsRATTRAY - DPIPWE are good with maps.

Mr VALENTINE - We were talking about the Wielangta Road eadierng the break.
There are a lot of people who would like to seewhelangta Road improved for tourism reasons.
| suppose you could make the observation that twiorell and Orford there are very few
businesses on that route that would suffer if thel&igta Road was improved. Have there been
any discussions with FT about assisting with thgraging of that road for tourism purposes?

Ms RATTRAY - | reckon there has been some discussion witthadditKent, according to
my notes.

Mr WHITELEY - We have been asked for some information arobatiand | am not sure
what the exact kilometres are, but | think theregyrha 1 or 2 kilometres of that road that is still
managed by FT. To the extent there was to beategic view of doing some work on that road
we would obviously need to contribute to thatis la small portion of the road.

Mr VALENTINE - It could be a CSO payment from the Governmeoaigi, couldn't it?

Mr WHITELEY - It could be. I think Alan and InfrastructuresThave a view of finding
some of those roads that are clearly difficult tanage now because they have been cut up into
small segments with different owners, which makieslimost impossible under the current
arrangements to get some decisions made and &aken to deliver more strategic outcomes.

MsRATTRAY - It would be a good one for the Government t@taker, | would suggest.

Mr VALENTINE - You would think it would probably have an adwegg, | would have
thought, from a tourism perspective.

CHAIR - Just in case you wanted a suggestion, miniséss it on.

Mr VALENTINE - It is something you can pass on to minister Groo

MsRATTRAY - We will this afternoon. We might be able to wedhat in to TT-Line.

Laughter.

CHAIR - Have we all finished on roads and beekeepers?

Mr VALENTINE - On beekeepers, with respect to regeneratiorstigreand what might
have previously been old growth that has been dkdbed, is there any attempt to make sure
regenerated forest has a percentage of speciakespacit? | would put leatherwood in that as
much as | would celery top and any other specietiss.

Mr WHITELEY - We have done some measurements and surveyshevgears looking at
the species mix. The Warra trials and various rothiegs have picked up on those, so there is

some public information around after certain treatte what the species mix is. That is
discoverable if it is of interest to you.
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Mr VALENTINE - Is there any chance of leatherwood being regeed?

Mr WHITELEY - It does. Like any forest, it has had a histoirfires and various things so
what you see there is thousands of generationsrestf which because of the environment have
ended up with a particular species mix. Leathenlydi&e all species, happily grows back. It is
more to do with the rate at which some of thesegdigrow. In that wet forest environment you
get the full complement of species growing.

Mr VALENTINE - Although if eucalypts take over they reduceuhéderstorey.

Mr WHITELEY - Because of the regeneration method with soweeglsyou end up with
that natural patchiness as well. In the end, withinatural environment you do get that mix of
species coming through.

Mr VALENTINE - The variation.

Mr FINCH - Representatives from UNESCO were in Tasmaninaweeks ago assessing
the management of the World Heritage Area in lghthe Government's intention to allow some
logging there. Has there been any outcome, mmisie this stage with that UNESCO
investigation?

Mr HARRISS - No, not that | am aware. Matthew Groom anddapartment, given that it
was a monitoring mission to assess the managenhentr ®World Heritage estate, is the minister
responsible for that. | am not aware of anythimgf, they were only here last week. Kim advises
me that it typically takes four to six weeks foreeva preliminary assessment, and it was only last
week that the monitoring mission was here.

Mr FINCH - What would you hope the outcome of that migti be

Mr HARRISS - Not pre-empting in any way, because they witeratheir assessment, make
their recommendations and comment as to how well ane handling and managing the
World Heritage Areas. We will assess that whaores through.

Mr FINCH - Forestry Tasmania had the opportunity to maketamission to that team?
Mr WHITELEY - No, it did not involve Forestry Tasmania.

Mr HARRISS - It was just that - a monitoring mission to ass#®e management of our
World Heritage Areas. Forestry Tasmania does raotage the World Heritage Areas.

Mr WHITELEY - There were two sites visited by the group. @ some areas where
Forestry Tasmania has assisted DPIPWE regenerate®s that are now in the reserve, if they
were formerly harvested coupes that are now path@fWorld Heritage Area. They looked at
that with some of our staff who carried out somehait work for DPIPWE. The other place our
staff guided them to was some trials near Smithtat had been done in the 1980s, looking at
various selective logging techniques in myrtle &tse It was point them to some research trials
they could refer to, and some areas that had egmmerated in the World Heritage Area. Other
than that, Forestry Tasmania formally made no -
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CHAIR - Did they ask any questions about the agreenhené tcurrently is - if some special
species timbers are needed, they may be taken out?

Mr WHITELEY - No. Did not ask Forestry Tasmania.

Mr FINCH - About toxic chemicals that FT wants to use, atpipermethrin and fipronil. If
your forest certification process refused permisstm you have alternatives to those chemicals?

CHAIR - That is part of your request, that those chelwnioa allowed to be used?

Mr WHITELEY - The FSC and various certifications have procedsich is around
derogation, which is permitting the use of certeimemicals for a period with the intention of
phasing out. This is principally plantation growerat the moment, FT, whilst we are party to
that, it is the larger plantation growers for whams most significant - do not have a viable
alternative. This is related to insect attack, dnr&lother is wasps. It is household chemicals, bu
it has been identified by FSC International. Thisr@ process in place in seeking continuous
improvement to try to find alternatives to usinggh chemicals, but in the meantime, seeking
permission to use them whilst complying with thenstard.

Mr VALENTINE - With regard to the leaf beetles and Europearpsiasow widespread is
this problem for you? Is it across the state,soinionly in certain coupes or areas that you are
wanting to target these European wasp populatiodstize leaf beetles? You might give us an
understanding in that regard.

Mr WHITELEY - It is broadly across the state and it variesybgr. As far as the insect
attack goes, we have an integrated pest managesyst@m within Forestry Tasmania. Other
growers may have a different thing. We only chotmsase chemical and spray as a last resort,
once we have demonstrated that population levedsparticular place. We do not do pre-emptive
spraying, it is based on measurements of inseatlpppns when they occur. That varies by year,
and it varies around the state. Like all of th#segs, based on different seasonal conditions, it
may vary significantly.

Mr VALENTINE - When you get really cold winters that might kkdleem back?

Mr WHITELEY - Yes.

Mr VALENTINE - The myrtle rust | believe can attack eucaly[st.there an issue for you
as a company?

Mr WHITELEY - No. The advice in Tasmania - because of théecaimate - is it is
likely to be less aggressive in terms of its spread

Mr VALENTINE - You are not overly concerned about it?
Mr WHITELEY - We are certainly interested in it, but not oyencerned.
Mr VALENTINE - You have not detected it?

Mr WHITELEY - No, not on our land. It has been detected imBu We have contributed
to the control on those plants that it has beecossred on.
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Mr VALENTINE - If it was active, it could be very devastatiogybur plantations, could it
not?

Mr WHITELEY - In warmer climates, particularly.

CHAIR - Can we talk about Hardlam? Where are we atidérstand from Oak Industries -
| was at their AGM recently, where they said thegrevnot going to proceed with buying,
making. Where are we at with at?

Mr WHITELEY - We would have talked to you about Hardlam. Bob dwave talked
about it - over a number of years - the work betlape to develop Hardlam. In the last
12 months, it has been more low key from a ForeBaigmania point of view, because of the
process that Oak has been going through with @atgapplication. FT developed a product, did
some R&D, demonstrated some use, did some madtetdgdor flooring, stair treads, and various
other things. In the last period, Oak has beekisgdo develop its project. We have provided
assistance to that.

CHAIR - They actually received federal government mdioeyt, did they not? $4 million,
$3 million.

Mr HARRISS - Over $4 million.

Mr WHITELEY - $4.4 million, | think. That has been their pges. To the extent that they
have sought advice, we have provided that, butithatbeen relatively minimal.

In the meantime, we have continued manufacturingllsquantities of Hardlam in China.
When we first started the process, we were expltigs and getting them peeled in China, made
into blocks, and brought back. In the last penaglhad the peeling done by Ta Ann. We had
low-quality logs peeled by Ta Ann in the Huon, somaterial sent to China, made into blocks
and brought back. In the course of changing Cleirdsck manufacturers, we have had to go
through a QA process. There has been some matewiaght back for sawing into various boards
from the blocks, to make sure none of that wenhérket until we were happy with the quality
control. There was one factory we used that didmeet standards. We are no longer using
them. The other one did, so there are small quesof material coming back. As you say, Oak
has now made a strategic decision that it doesvist to continue with that, so we will wind up
that process.

CHAIR - | suppose my question is in relation to the taett you spent considerable R&D
effort on developing this product which, seems l&kegood product. | would hate to see it
disappear. What is the future for the product?e »ou looking for a private investor, private
company? What is the future for Hardlam?

Mr WHITELEY - In his statement, the minister made it clearuad the role of
Forestry Tasmania. Part of what we are doing aiig with Oak as a business. We have made
sure we have supported them to the extent thatrdepyested. The other one is the Government
has set a scope of Forestry Tasmania's activitidsat includes not being in manufacture and
exports. We are transitioning out of that, witk tiope it will be picked up by the private sector.

Friday 4 December 2015 - Forestry Tasmania 41



UNCORRECTED PROOF | SSUE

CHAIR - | will refer my question to the minister theredause if it is no longer something
that Forestry Tasmania is going to do - but itgaia one of those opportunities, is it not?

Mr HARRISS- Yes, it is a commercial opportunity given the rlwovhich Forestry
Tasmania has done. It is also important to undedsthat such a product is produced elsewhere
in the world. Credit to Forestry Tasmania for gy forward the process. Given that my
understanding, Steve, from a strength point of yigne Hardlam product is every bit as good as
solid wood in some respects -

CHAIR - Better because it is more stable, is it not? noamwarp.

Mr HARRISS- There could be a commercial opportunity. Faoyefasmania at
Southwood - | think you have all the relevant appis from the council.

Mr WHITELEY - That was to support the Oak. We did a lot ofrfkvto support the
industry taking on these things. Whether it be Gakanother entrant, if they wish to capitalise
on the R&D that has been done.

Mr HARRISS- As you know, Chair, given the application of idee material, there is
potential opportunity.

Mrs ARMITAGE - | want to ask about firefighting and readinessthe bushfire season. |
noticed on 9 November there were some news artibbgssaid the southern Australian seasonal
bushfire outlook from the Bushfire and Natural HatgaCooperative Research Centre shows that
more parts of Tasmania will experience more abaweaal fire conditions than previously,
including large areas of the north and north-e&3h. the same day it was revealed by the media
that Forestry Tasmania had carried out just twthef29 planned burns. Whether that is true or
not, | would like to check. If it is true, why weeso few of the planned burns carried out? Which
areas were the two burns carried out in, for &tar

Mr WHITELEY - It is a slight misrepresentation. The planned hprogram, the 29 burns,
are planned for the financial year in both spring autumn, with the bulk of the burns normally
done in autumn. As we all know, this has beendtiest spring on record and it simply was not
appropriate to continue burning once the weatheditons did not permit.

The plans were done, the people and equipment rgaryy, the consultation had been done
with neighbours and all of those things, but nobadg going to light fires in the driest spring on
record. It was not two of 29 planned for sprinthihk there were up to six that were available in
spring subject to the weather conditions beingtriglo it was two of potentially six, but as
always, when it comes to planned burning the camdithave to be right, otherwise you do not
achieve your objective.

Mrs ARMITAGE - | understand that. With the fact that the ctods are not good to light
a fire, what situation does that put Forestry Tasman with the coming fire season, the fact that
you have not been able to do the burns?

Mr WHITELEY - It is around community protection. The ministeghtilike to speak to
this further, but the statewide fuel reduction perg, which is tenure-blind, is intended to protect
the community. Forestry Tasmania contributes, @laith Parks, councils and the TFS. The
whole program is about protecting communities. réleas been a good effort put in in spring but
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simply across tenures some of the burns Forestsyn&aia had planned on its tenure did not go
ahead. We assisted the TFS and Parks with oulgémpo their burns, so there is not this silos
view of things. Again, | think two out of 29 slitiih misrepresents the preparedness.

Mrs ARMITAGE - | understand that. The preparedness is what asking about. With
the summer we are looking to have, with the lackvafer we are looking to have and the burns
that we could not have, what sort of summer areloe&ing at? Are we prepared? Do you
believe you have the resources you need shouldya kushfire occur? Have enough burns been
done for the protectiveness of the communitiesgm@ureferring to?

Mr HARRISS - There are a couple of components to that. Shagejust mentioned that
given the challenging conditions in spring you ocaty do what you can practically.

Mrs ARMITAGE - | accept that, but | wonder what situation teailves Forestry Tasmania
and the communities in.

Mr HARRISS - Steve can answer the matter related to For@stsynania. | can discuss the
broader state landscape.

Mrs ARMITAGE - We talked about the roads as well as the accEsat all comes down to
the money. Do you have the resources you needmget in and do this?

Mr WHITELEY - The view | have from the statewide effort is thaemll the spring
burning program was successful.

MrsARMITAGE - Is it sufficient?

Mr WHITELEY - It is progressive, so it is not really about onaryeat is across the
landscape over many years. It all accumulates tiwes. This particular program was the first
four years of what will need to be an ongoing paogito be successful across the landscape. Itis
a bit difficult to say whether it is sufficient aot. It is really a progression that needs to icomt

As far as our preparedness for the fire seasoonsezned, each year there is an inter-agency
group. We make sure we have our firefighters é@jras does the TFS with its volunteers and
Parks. We all make sure we have resources toxtieatepossible. As | think we discussed with
you another time, the loss of contractors out efdtate is probably the thing that is most difficul
to replace, the equipment operators and those ebttsings. FT internally has made sure we
have a firefighting force that is equipped andrtedi and ready, as have the other agencies. We
have put in particular effort to make sure we h#we machinery on hand. The specialised
equipment comes in from interstate.

Mrs ARMITAGE - So you have enough resources attributed to thacttg@ Out of the
budget you have adequate resources?

[12.00 p.m.]

Mr WHITELEY - Yes, and again, we are funded to do that. Orleothings within FT is
that there are funds provided by the state goventnse we are not limited by funding. We are
supported by the state government to prepare aog dgr firefighting. There has not been
anything to do with funding that has inhibited pueparation.
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Mr HARRISS - That is FT's effort. As part of the broadettestade effort, | thought | had a
figure in front of me, but | can provide it if yauant in terms of the overall fuel reduction burning
effort in the state as part of that interagencycess that Steve spoke about, and the fact that it i
tenure-blind. If the committee wants, | can previdetails of the substantial fuel reduction
burning process that has taken place. That s&mag government policy of $28.5 million, |
think, but I will get the figures for you as to tegact nature of that. That was in recognition of
the fact that we need to take account of the ffiredt in this state.

Mrs ARMITAGE - That is right, an increased fire threat, patady with the hotter
summers and less rain.

Mr HARRISS - Indeed, and that has been brought into sharpsfaready. Minister
Hidding has carriage of that but | can get youdbtils of the landscape that has been subject to
the fuel reduction.

Mrs ARMITAGE - None of this has to do with the lack of staftlee cutbacks we have had
with redundancies?

Mr WHITELEY - No, it is a well-resourced, well-equipped setamgl it has been successful
within the constraints of the season.

CHAIR - Our time is supposedly up, but are you happkdep going a little bit longer
because | have a number of members who wouldikélto ask questions?

Mr HARRISS - We can accommodate probably for the break we had

MsRATTRAY - Minister, | want to ask about your intentionitang on to Tahune AirWwalk
and also the progress on the sale of the Hollyl@aektops Adventure, acknowledging you have
already passed on the Dismal Swamp venture to DEIPW

Mr HARRISS - | am sure that Hollybank facility was recentéttied.

MsRATTRAY - Can we have the price that was sold for? |ara & is not commercial-in-
confidence.

Mr BROOKWELL - | am not sure if there is anything in the coatisathat would make it
commercial, but we certainly sold it without gerigrg a loss in terms of our carrying value and
we have all the cash.

Mr HARRISS - Let us check in case there were.

CHAIR - You might supply that to us if that is possible.

Ms RATTRAY - In the annual report it talks about Tahune AitkVaving a successful
year, but successful in numbers does not necessapilate to dollars. Can | have the figures on

that and do you intend to hold onto that partictdarism venture?

Mr ANNELLS - We can provide the figures for Tahune. It dalé a successful year in
terms of numbers through.
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CHAIR - Could I ask for that as well, please?
MsRATTRAY - An extra 4 000 visitors.

Mr ANNELLS - Yes. We are looking at the moment at the funfré@ahune AirWalk and
we will be going to the minister, | would hope, kit the next couple of months with a proposal.

MsRATTRAY - To sell?

Mr ANNELLS - To sell the business, not the underlying - weidease the business as a
going concern to -

MsRATTRAY - Is that the same as what happened with HollyBank
Mr ANNELLS - No, Hollybank -
MsRATTRAY - You did not sell the estate, did you?

Mr WHITELEY - The business operator pays a lease paymentrastip Tasmania who
still owns the buildings. We would not sell land.

Mr ANNELLS - We are looking at various alternatives based ¢easehold. The general
view is that the private sector -

MsRATTRAY - Does it better?

Mr ANNELLS - The private sector has a lot of experience isnfania in running these
sorts of adventure activities and as long as webeasatisfied it will be maintained appropriately
and good service will be provided - it is not soneg inherently that Forestry Tasmania should
be running. We shouldn't be in the tourism busines

Ms RATTRAY - Those three significant business ventures thateventered into in the
past -

CHAIR - And the one at Maydena.

Mr ANNELLS - That is right.

MsRATTRAY - was the wrong direction for Forestry Tasmanieklthen.

Mr ANNELLS - | would not say it was wrong direction back thelt was very different
circumstances seven to 10 years ago when all tarsed. It does not fit now into Forestry
Tasmania's business strategy. Some very good mawlbeen done by our staff to establish these
things but | do not see any inherent difficulty lmsing them to the private sector. With
appropriate checks and balances | do not seeaipasblem.

Ms RATTRAY - It is probably a terrific model where Forestrgsiania, with government

assistance, goes in and establishes a businegheman sells it to the private sector just like a
southern residue solution | would suggest. Whagalothink, minister?
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Mr HARRISS - | think it should be said that Forestry Tasmdraa done a very good job -
MsRATTRAY - | am not arguing against that.

Mr HARRISS- of the Tahune Air Walk in particular. Visitorumbers have been
historically high and it has been a good busineskveell run by Forestry Tasmania staff as Bob
has said.

CHAIR - While we are on that, what about the one at Mag® What is the situation now
because that has been on sold?

Mr WHITELEY - The principal asset was picked up by the woddthge area so that was
a bit like Dismal Swamp. That was essentially péthe land transfer at that time.

Mr VALENTINE - The Co-ordinator General is looking after thatltee moment, is he?
With respect to projects, is the Co-ordinator Gahkroking at utilisation of that site?

Mr HARRISS - | don't know.

Mr FINCH - Minister, can you respond to the suggestion thatestry Tasmania is
breaching national competition rules by under ogtprivate land holders trying to sell saw logs?

MsRATTRAY - And | did not pass that question on by the wawister.

Mr HARRISS- | would like to understand exactly what you meay this. Forestry
Tasmania operates entirely in conformity with n@aéilb competition processes. Is there a
particular matter you are referring to?

Mr FINCH - Feedback comes to me from private landholdeast ttiey are finding it very
difficult to compete against Forestry Tasmaniadms circumstances. Are you not getting that
feedback?

Mr HARRISS - You saying in some circumstances and let us nstaled the detail about
that. | meet regularly with private forest growers understand where their businesses are
because there is a range of private forest growgosne are in the Tasmanian oak growers group,
others are on their own. | meet often with peaph® participate in the forest sector.

Mr FINCH - Are you telling me that you receive no negativequestioning feedback from
those people about the way things are operatinthém in the marketplace? Is that what you are
suggesting?

Mr HARRISS - No. | have had comments made to me by someateriforest growers that
they think they ought to get more for their logartra sawmill is prepared to pay them. That is
the sort of comment | get from private forest grasveThat is a matter for the marketplace. Even
as late as the day before yesterday | met withvater forest grower who said it would be good if
the sawmills would pay me more for my product. Bagmills will only offer a price to buy in
as to what the market can stand for the producigogioduced at the other end.
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CHAIR - That is related to the question isn't it? Ifésiry Tasmania will sell it at a cheaper
price, they are going to buy it from Forestry Tasmas opposed to buying it from a private land
owner?

Mr HARRISS - Forestry Tasmania operates in that commercigir@mment just like any
other role.

Mr DEAN - We have previously heard that they were not redag sufficient from their
sales to cover all of their costs.

Mr HARRISS - No, we heard earlier today, based on the degality from the annual
report, that it is a positive. We heard that twéhoee times during the day.

Mr DEAN - But we heard also from the chairman that the cesbvery for the product you
are selling is not sufficient to cover all of thests that are related to that business of selheg t
timber, getting it to the areas and so on.

Mr HARRISS- That is the nature of getting Forestry Tasmani@mmercial operations
onto a sustainable footing for the future.

Mr DEAN - That adds to this issue.
Mr HARRISS - | do not see that it does add to the issue.
Mr DEAN - A private business operator could not do it thay.

Mr HARRISS - The private growers are saying to me they waildel to get more. Well,
everybody would like to get more value for whatepeyduct they produce. But the reality is, the
commercial market is at play. So it ought to biéorestry Tasmania operates clearly in that
commercial market space without any advantage @viate growers. We have provided
contacts for, particularly, penetration to the @sie market, logs in the round. They did not quite
accept the prices they were getting and they ha@ddd to move out of it. There are
opportunities, but again, the commercial realitshat there is a supply and demand.

| do not know whether Bob or Steve have anythingadad to that. | do not accept that
Forestry Tasmania participates against nationalpabition processes.

Mr FINCH - You are suggesting that you do not get any shgeaif the blame back to
Forestry Tasmania for those low prices. Is thaatwlou are saying to us?

Mr HARRISS - | can only repeat what | said a moment ago,vieharivate forest growers
suggest to me that they would like higher pric&ame of the challenge arises with bringing to
the market the residues in the south.

Mr FINCH - Just explain that. What were you saying thditf2 residues, the cream on top,
from the south, what are you saying? People inths&on Tasmania are disadvantaged, it is
costing them more?

Mr HARRISS - It goes back to the discussion we had earliganging the subsidy for the
south-north freight of the residues and that itliego the state forest because of the removal of
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some state forest into reserves, particularly wiwditage area and the loss of the Triabunna
facility. | have private forest growers, in thasmversations, indicating to me that it does make i
difficult for them when they do not have a Triabarfrom which to export the residues which are
generated from their forestry operations from tbetls. If private forest growers, who were not
previously reliant on Triabunna as the export fgibperate in the north or the north-west, where
there is an export facility for residues, that oppoity is available to them. They make
commercial business decisions about what they gag to market across whatever type of wood
there is for them.

Mr VALENTINE - We heard on the news this morning that there wgsap down here
advocating for not logging Lapoinya. Can you dgivem any comfort or not?

Mr HARRISS- The position is clearly that of the 800 000 hees under Forestry
Tasmania's management, ostensibly permanent tiptbduction zone land, only 400 000 of that
is actually harvestable, as we said earlier.

Mr VALENTINE - You said that earlier.

Mr HARRISS - Yes, but it goes to your point. This is a cquaed there would be many
around the state, where some would contend sonaehatent to it and some significant
conservation values. This is a coupe on PTPZ&mdh has to comply with all the provisions of
the Forest Practises Code when the forest pragiisesis produced and assessed by the Forest
Practises Authority.

Mr VALENTINE - This was loggable land under the TFA?

Mr HARRISS- It is land that was not assessed under the aetllegbust process that
identified the only land that needed to be lockpdrureserves in this state at that stage.

Mr VALENTINE - It was outside of that?

Mr HARRISS - Yes, never assessed. Even if it had been cemegldand left as PTPZ - it
has been left as PTPZ - all of the environmentakiterations around this coupe as well as any
other coupe have to be taken into considerationagptoved by the FPA. | am not sure if it has
been signed off by the Forest Practises Authoety?y

Mr WHITELEY - It has. There has been work done over a numbgears. It started in
2014-15, so there has been an extensive consuliatizess. Normally when we prepare a three-
year plan we encourage people to have a look aptha and come forward to let us know about
any issues. Many of them can be resolved. It tiighthings like use of a road or neighbour
issues. This was identified and there has beammsexe consultation with both directly affected
neighbours. There are some people who have pyopesarby, as well as some other community
interests that have raised certain issues. Aho$e have been systematically addressed and there
have been measures taken above and beyond the umnprovisions of the regulatory system.
To the extent there were issues around adjacena\ptivate property or concerns about streams,
there has been a whole range of additional measakes to address the underlying issues. |
know some of the commentary has been saying, 'Vderatand all those things, but why can't
you wait?', or we would prefer you -

Mr VALENTINE - How big an area are we talking about?
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Mr WHITELEY - We talked about this maybe 12 months ago, scamedig that out if it is
important to you.

Mr VALENTINE - | would be interested to know.

Mr DEAN - My question is on specialty timbers and theirilality. This has been
brought up now over a long period. | am aware ofothern operator in this area who has
approached Forestry Tasmania wanting access tankeruof specialty timbers. They wrote to
Forestry Tasmania in May this year because of tt@icern that they cannot get access to the
timber they want or would need. There is no cdpdor them to plan moving ahead. What is
the capacity of Forestry Tasmania to provide theessary amounts of specialty timbers under the
agreement we have entered into? Is there a cgdaciit? What is going to happen moving
forward for these people who need these specieberé\are we at? Is there any light at the end
of the tunnel?

Mr HARRISS - In the three-year wood production plan theredentification of matters
related to special timbers as well as across alFthrestry Tasmania supply.

Mr DEAN - Dovetailing into this is the release made regeintithe papers about stealing of
trees. That is going to become quite a big issuseamove forward.

Mr WHITELEY - You are aware of three-year plans and we liatlable supply by species.
Much of the high-quality millable material is aldgacontract. Island Specialty Timbers is the
other avenue we use for things that are clearlyaldé timber but do not meet a category 4
specification. We aim to make the available resewvailable as equitably and consistently as
we can. That is the year-to-year system.

It has been diminished in recent years as we haxedout of old growth. This is where the
source is supplied. To the extent we have scaded bn old growth harvesting of any type, there
has been a significant drop-off in many of the sgdonbers. We have looked to put some more
work into things like blackwood swamps that are aged differently. Within the legislation
there is requirement for a statewide management fida special timbers. That is work currently
underway and the output of than planning proceds iset some targets. That is specified in
legislation which you would be aware of.

CHAIR - It is some time ago that this was going to beedo

Mr WHITELEY - The management plan is set in legislation, sb #hwhat the parliament
determined at the time.

CHAIR - That you should be able to supply?

Mr WHITELEY - No.

CHAIR - There were quantities of special species yoweweing to be able to supply.

Mr WHITELEY - No. We had prepared a strategy, and this iachloéthe TFA. Because

large areas of old growth were removed it was reisagl that needed to be recast. In legislation,
the Parliament determined that a management plaulgihbe prepared which did specify targets.
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It is a revisiting of that. That is a program lgenun by State Growth on behalf the minister. We
are contributing information to that.

CHAIR - Are you able at the moment to supply the targjetswere set? Answer - no.

Mr WHITELEY - We do not because there is not a demand. Wdircducwoupes if people
are prepared to pay for the wood.

Mr DEAN - There is not the demand for it?

Mr WHITELEY - Not at the price.

Mr DEAN - | refer to a letter from a northern operationDstloraine where they made
contact in May of this year, in a written letterRorestry Tasmania, saying they required access to
a certain amount of special timbers. They havérma and identified a number. One | am not
even aware of - doral. They are saying they caseabtheir business up and continue to operate it
in a reasonable way, and they have been operatimtpfyears. It has had a change of ownership.
They are saying they cannot get access to the tgrtbey want from Forestry Tasmania. You are
saying you can provide everything people are asking

Mr WHITELEY - We publish a three-year plan showing what waodvailable from what
we have scheduled. That is what is being prodeeeti year.

CHAIR - If a person is looking for a five-year contrdot supply from you, that is not
something they can get at the moment?

Mr WHITELEY - With some of the rarer species we do not hasewee information.
Mr DEAN - What is doral?
Mr WHITELEY - That is an understorey species. Wood-turnkesusing it.

Mr DEAN - Does the operation on the lake on the west c@sst you in this regard - the
lake recovery timber?

Mr WHITELEY - It has not so much helped us. It has helpetsusfehe timber and it will
absolutely help them. For people who wish to hese timbers, that will provide another source
of sought-after timber.

Mr DEAN - It will help you too because demand will not be Feorestry Tasmania for as
great a supply of some of those species they amveeng - blackwood, Huon and so on. You
have had no involvement in that whatsoever?

Mr WHITELEY - No.

MsRATTRAY - They received a grant to fund the operation.

Mr DEAN - From the Government, you are right.

Mr WHITELEY - That will help many people who wish to use thtosders.
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CHAIR - Most of those you just market through Islandcsgiey Timbers.
Mr WHITELEY - Yes. The normal structure we have is we contragtt-juality sawlogs.
CHAIR - High-quality sawlogs, but not special species?

Mr WHITELEY - Special species, so it tends to be sawmillers.ttddriTimbers is our
major customer, Corinna is another significant cor. There are a number of other people we
sell logs to, but they are the contract holderse ty to use Island Specialty Timbers to distribute
to various other people if we have things producech operations.

Mr VALENTINE - That would be the minor parts of trees, woujdather than the major
sawlogs?

Mr WHITELEY - Yes. The peculiarity with special timbers is tofien the most valued
pieces are not the straight logs, they are budisfarks and all that. It is very different frometh
eucalypt system, even though we sell a classifinatalled category 4 for sawmillers. We make
a lot of the other material available to a wholedbsmall businesses.

Mr VALENTINE - What is the level of demand? If you have aimgilof 12 000 cubic
metres, which | think it was in the first instangetil you had it reassessed, what has been the
level of demand?

Mr WHITELEY - Well, partly we monitor that by stock levels on cipdty timber. People
who are prepared to buy things are different fromogbe who would like the idea of it being
available. There has always been material for leetmpcome and buy. We have not been in a
situation where people cannot buy the wood but ttkeythe idea of it being supplied in a certain
way. Because we have stock, the evidence sugipestae probably have the balance about right
at the moment.

Mr HARRISS - Chair, | think Steve might be able to clarifyethapoinya coupe with some
numbers, if he can put that on the record now.

Mr WHITELEY - Yes, 49 hectares is the area of the coupe. Theniplg area was
92 hectares, over which the plan was viewed. Thethe time various things were removed, the
harvest area ended up being 49 hectares.

Mr VALENTINE - Of harvestable area.

Mr WHITELEY - Yes, after all the constraints and negotiation witkrested parties.

Ms RATTRAY - Chair, | would like to stay here all day butriderstand these gentlemen
probably have other things they want to do as well.

Mr HARRISS - There are two things, if | might, Chair.

CHAIR - We have people coming in half an hour for thet (&BE.
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Mr HARRISS - | was reflecting on the private growers - anhdught | had a number in
front of me but | did not at the time. With thaeawmtion by the Government of half a dozen
sawmillers who would have exited with the program nan to change all of that and have them
stay in the industry, they are taking in privatgdo There is a market there and that is being
satisfied as one component of that. There ara®thieo buy Forestry Tasmania's logs.

| will get Steve to finish the process, if we canth a particular recognition for Marie Yee.
It is all about forest sustainability and she i® @i the scientists at Forestry Tasmania who has
won an award as against the landscape contextiptaprocess which FT participates in.

Mr WHITELEY - | appreciate the comments made by the ministehettaff that there is a
lot of Forestry Tasmania employees who do greakvemd they are often unrecognised. For
many years, many of our scientists have been génescognised, some more visibly than
others. Marie is one who has made a significantridmtion and fortunately this year she won a
national award. It was to do with the certificatiechemes, FSC and the Australian Forestry
Standard.

The Australian Forestry Standard called for natiol@wnominations for people who had
contributed to important underpinning of a foresitnagement system. Marie has been doing
work based on a landscape planning context sysiBmat is really around managing old-growth
and threatened species in the landscape, and hanagctical tool for our planners to be able to
manage those things within a context. What we dopreviously was that a forest practices plan
simply focuses on the area to be harvested, notdahtext within which the activity takes place
and all the decisions that lead to that final deois Marie and others brought the signs together,
brought some planning tools together, went outrexftioners and developed a system that is
assisting drawing all those things together. Iration is a bit of a buzzword. Often it is not
recognised, but in this case Marie has been resedmationally and it is appropriate that she be
recognised.

CHAIR - Thank you very much, minister, and Bob, Stevd @hris. It has been a good
morning for us. | think we have answers to questiand we may or may not be more confident.

MsRATTRAY - Some people got things off their chest, and Igaimng to keep trying.

Mr HARRISS - As you should.

The committee suspended at 12.31 p.m.

Friday 4 December 2015 - Forestry Tasmania 52



