UNCORRECTED PROOF | SSUE

Wednesday 10 June 2015 - Estimates Committee B (Harriss)

LEGISLATIVE COUNCIL

ESTIMATESCOMMITTEE B

Wednesday 10 June 2015

MEMBERS

Mrs Armitage
Mr Dean
Mr Finch
Mrs Taylor (Chair)
Mr Valentine

IN ATTENDANCE

Hon. Paul Harriss M P, Minister for Resources

Ministerial Office

Kim Creak, Chief of Staff
Andrew Lacey, Senior Adviser

Kim Evans, Secretary

Bob Rutherford, Deputy Secretary, Industry and Business Developme

Alex Tay, Deputy Secretary, Policy and Strategy

Amanda Russdll, General Manager, Corporate Services

Penny Weélls, Director, Resource Policy

James Verrier, Assistant Director, Resource Policy

Brett Stewart, Director, Mineral Resources Tasmania

Tom Fisk, Chief Executive Officer, Private Forests Tasmania

Angus MacNeil, Acting Chief Forest Practices Officer, Forestdiices Authority

The committee met at 9.06 a.m.

Estimates B 1 Wednesday 10 June 2015 - Harriss



UNCORRECTED PROOF | SSUE

DIVISION 9
(Department of State Growth)

Output group 4
Resour ces policy and regulatory services

CHAIR (Mrs Taylor) - Good morning, minister and staff,damembers. We are looking
forward to this day, minister. The honourable memfor Apsley is not able to be with us today
because, as you would expect, she needs to be &tirtbral for Mayor Barry Jarvis and to be
supporting her community. You will be pleased éahshe has passed on to the rest of us many
guestions to ask you. | know you would be sadeifnlad not, and you know of her interests in
mineral resources and forestry. She sends heogipslfor not being here in person, but she did
give me a present for you. It is a Plantation Region in Tasmania networking report. She
might have mentioned it to you but she thought gehaps you have not read it and so she has
given you a hard copy for your bedtime readinggdbhni

Mr HARRISS - Thank you, Chair. At the outset, can | refleatsome reporting by some in
the media which gives the impression that the Guwent is giving more money to Forestry
Tasmania. That is simply not the case. We hawdentavery clear that Forestry Tasmania has to
pay its own way and that, as everybody knows, thdtdoe up to a $30 million equity transfer to
FT from TasNetworks on approximately 1 July. FTsrrent borrowings are less than
$30 million, so for there to have been the repgromernight that FT will be getting more money
from the Government is simply inaccurate. | wantriake it very clear at the outset that it is not
the case. Into the future, as | have said repBatéd will need to stand on its own two feet. In
order to do that, the Government has identified dhke of plantation assets to facilitate FT's
operations over the next two years of transitidrhat said, | will make a short opening which
might set some context for today's hearing.

The Government recognises the importance of theuress sector to our economy. You
know that as of 1 July last year the new Departroéi@tate Growth was established with a clear
direction to aggressively and actively pursue jgvewth and opportunities for Tasmanians. The
department works closely with businesses to addrasgers to growth, reduce red tape, provide a
skilled workforce, develop our creative and cultunaustries and ensure efficient, cost-effective
transport and logistics systems, amongst many ofhections which the new department
undertakes.

Part of that is that this state should never abantotraditional industries. The state has
been built on industries such as forestry, agncalt aquaculture, mining, energy, tourism and
manufacturing. It is incumbent upon this Governtitersend a message to investors that we are
a state that wants to see increased mining andgtfgractivity. The state's forestry and mining
industries are key economic drivers in Tasmanid, e will continue to invest in reducing red
tape to stimulate the economy and create jobsaibbtbader sense.

As to forestry specifically, the Government's cortmant to rebuild our forest industries has
seen a revival of confidence, highlighted by newesiment, new jobs and new export
opportunities for the private forestry sector. @gislation to rebuild the forest industry put an
end to the lock-up of forest resources and devestadf the industry under the former
Labor-Greens government. Everybody understandsmbdave enacted the strongest laws in the
country to protect workers' rights, whilst ensurthg right to free speech and legitimate protest
have been protected through that process.
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We have also reversed the decision of the formeemganent to pay regional sawmillers to
lay off their workers, decommission their mills amsttiut up shop and walk away. Our
commonsense amendments to the sawmill assistangeapt have secured the jobs of at least 50
workers, avoided downstream impacts on dozens @odesaved almost $2.5 million dollars of
taxpayers' money in the process. We are well attartethere is much more to be done, and that
there will be some difficult times before we are anposition to capture the full range of
opportunities for growth in our forest industrieslhere are, however, a number of positive
developments which provide confidence that we eaive the industry, despite the best efforts of
some to completely shut the industry down.

As to private forestry, | mentioned a moment agat tim the private sector there are
opportunities. The Tasmanian private forest estateers more than 1 million hectares; about a
quarter of that is in plantation, and the othee¢hquarters are in native forest. Historicallg th
private forest estate has contributed as much gs66ent of the wood supply to Tasmania's
wood products processing industries. This contigiouis likely to increase as the hardwood
plantation estate becomes fully productive intofthare.

| would contend that the return of confidence urttlexr Government has seen substantial new
private investment, highlighted by the purchasd-byico of former Gunns plantations, and the
subsequent investment of almost $10 million at Hsimp to treble the company's production
from the north-west. That is a significant effartd a significant expression of confidence as to
that sector of the industry.

With that comes the increasing demand for furthalssin the industry. There is a
significant training need right now in the indusbgcause of what is happening out there in the
private sector in particular. The Government hagnbapproached for assistance with the
establishment of an industry-led career and trgirinb in Launceston. | see that as a really
positive sign by the industry that there is thedh&eprovide that extra career advancement. The
Government will work with the industry proponents énsure that we take advantage of all
opportunities that the industry upswing presents.

| will not go into the detail of the forestry budgeet out in the budget papers in terms of
programs yet to be run; we can discuss that dutiegorocess of the hearing. There are some
initiatives which were commenced in this curremahcial year, and which will be continued
through the 2015-16 financial year. One of thaificant ones of those is progressing the review
of the Regional Forest Agreement with the Austral@overnment. We have provided half a
million dollars over two years to facilitate thabpess and provided financial support to grow the
private agriforestry sector, and again, we havevigdea $1 million over four years to see that
program achieved.

Can | reflect on some of the achievements in th@nygisector of this portfolio over the past
12 months. Mineral Resources Tasmania providem@edibly valuable service to the mining
sector in the state. We have completed the ComrealtiivNational Disaster Mitigation Program
that funded Tamar Valley and St Helens landslidggats. They are important to recognise and
address those geo hazard matters around the Jthése are now being used to contribute to the
statewide landslide risk banding being completedD®BAC and to inform the development of
landslip mitigation plans around the St Helens area
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There is also improved availability and accessipitif geo-science and other data. We can
talk about lots of the initiatives and servicesvided by Mineral Resources as we go through the
process. | will not go into too much detail, bet you know there has been an increased
throughput of drill core in the hylogger facility MRT. If you have not been to the core library
at Mornington, | would encourage you to have a laokl see what is available to the industry in
the support that can be provided.

Commonwealth funding has enabled us to do the waark support exploration activities at
Mt Lyell, notwithstanding the care and maintenatita they are currently on, and expand our
information on the signature of major ore bodieplates like Mt Lyell, Renison Tin, Hellyer and
Rosebery - significant exploration activities ther®lembers of this committee would be well
aware of the 3D modelling of the state's geology Mineral Resources has been doing and will
continue to do, along with a range of mapping atifes. You would be aware that last year the
Government facilitated the TasInvest forum aroureldame time as the Chinese President's visit
and there was a specific geo-science forum andtiésdasmanian Minerals and Energy Council
has assisted in what it does, and quite regulatigs on input from Mineral Resources Tasmania.

There is a range of promotional activities that &tal Resources Tasmania is involved in
within Tasmania, nationally and internationallydame can talk about those later. | will not go
into details of specific projects, but members wiolé aware that last year the first new bauxite
mine for over 30 years was developed in Austrahid that is the one at ABx at Campbelltown.
You can see the development from the highwayaefyou go just out of Campbelltown. That is
another expression of confidence in what is hapmem the mining sector in Tasmania.

CHAIR - Thank you. We are dealing with Output groufrésources policy and regulatory
services, 4.1 and 4.2, and thank you for dealirtg tmdth of those in your opening statement.

| note you have a reasonable amount of concentratiomineral resources and when you
look at the funding provided in the forward Estiestfor next year and future years, there is a
reasonable amount of funding. | must say thahénforestry policy and reform, 4.1, there is not
the same increase or even maintenance of fundingwa$ave had in the Budget this year. We
have a lot of questions, minister, and we have tleas three hours and all members will have
guestions. Let us start with 4.1 the forestryg@olnd reform.

You have alluded to a number of items and we ia House have all been keeping a close
eye on what is happening and wanting informatiowl, i@ot receiving nearly as much information
as we would have liked. We are presuming thaetigeactivity happening behind the scenes that
is not public, so this is our chance to ask youwalbioat.

Forestry Tasmania might be a good place to stédu have done the review and there has
been an outcome, so would you like to talk abouwt fou see Forestry Tasmania sitting, tell us
about the number of jobs that have gone, or wh&fi8 We all know through the media that
plantations have been sold, so you might like lausewhat stage that is at.

Mr HARRISS - | am sure everybody here understands the Pafiaimas an opportunity in
December this year when | will be before a scruteynmittee dealing with the GBEs in my
portfolio, being in this case Forestry TasmanidisTs not the place, with respect, to talk about
Forestry Tasmania, its redundancy program, itssiépaing on the back of the review, and the
report provided to the Government by the steeriogroittee after the review undertaken by
Deloittes and the steering committee. There @t @f detail still on the go and none of that will
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be confirmed until the annual report time of Fangsiasmania, and thereby the scrutiny in
December this year. The scrutiny of Forestry Tasen#his year will rotate to the Legislative
Council. Forestry Tasmania's scrutiny last yeas imgdhe House of Assembly.

Mr FINCH - If | want to talk about Andrew Wilkie's assert®in Federal Parliament that
taxpayers have spent $780 million since 1997 prappp Forestry Tasmania and it is now more
than $220 million in debt, you do not want to gawticthat path?

Mr HARRISS - It is not appropriate until we get to GBE sanytiime when all the detail,
chapter and verse and any allegations of people asavir Wilkie or anybody else - we hear
constantly that the forest business has been pdoppdy subsidies. As | did in the Legislative
Council, you can refute that any day you like Huisinot appropriate for this hearing, for the
Budget Estimates, for these line items of Goverrinersiness to be in any detail whatsoever
about Forestry Tasmania. It is not appropriaté we get to the annual reports and the scrutiny
of that annual report in GBE Estimates.

Mr DEAN - What is Estimates about then, minister?

Mr HARRISS - Estimates is about the Budget that we operatk. wiVe are not talking
about Forestry Tasmania's budget and its operatidhe Chair in her opening remarks suggested
the committee is interested in having a look atvwbekforce changes at Forestry Tasmania.

Mr DEAN - This is the first time | have ever heard we amahle to ask questions on these
departments of the minister responsible. | hawenéeard this before, and | have been here
12 years. | thought the Estimates process wastad@uing into Government business, the
Budget and what it provides for, and what will happas a result of it. Forestry Tasmania has
seen a significant cut. For that significant autotcur, Forestry Tasmania has to take certain
courses of action. One is the dismissal of a nurobé&s employees and | thought it was very
much appropriate for this committee to ask questalong that line.

Mr HARRISS - | hear what you say. You have been here a nuofbgears and this is the
first time you have experienced this. Quite theta@ry. | have been around for a little while as
well and detailed examination of any Governmenirmss - at the moment you are focusing your
mind on Forestry Tasmania - occurs at Governmesinbas scrutiny time in December every
year.

CHAIR - You are right, minister, GBEs is where we examimdetail GBEs but when there
is good news the minister is usually very willimyshare that with us at Estimates. | think | hear
you saying this is still a work in progress and yava not in a position to talk about those things
until the annual report or until later in the yeds.that what you are saying?

Mr HARRISS - There is good news, as | have indicated in mgnogg remarks. The policy
position of the Government has been clearly from olae that Forestry Tasmania's operational
activities are not to be funded from the Budgetnfrthe Consolidated Fund. That position is
clear. Forestry Tasmania, through the last 12 hgnhas been authorised to debt fund its
activities until the equity injection on 1 July ridiancial year.

CHAIR - Where is the equity injection coming from?

Mr HARRISS - That was made clear last year, from TasNetworks.
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Mr VALENTINE - This is the extra $10 million?

Mr HARRISS - No, again, Rob, you have said the extra $10anill There is no extra
$10 million.

Mr VALENTINE - It is a guarantee.
Mr HARRISS - No, it is not a guarantee.
Mr VALENTINE - Perhaps you can explain it.

Mr HARRISS- That is a process for the Government Businesterfmse Scrutiny
Committees so that, quite properly and quite thghby all matters to the operations of Forestry
Tasmania are examined at government businessrsctintie in December.

Mr FINCH - | cannot quite believe what | am hearing abbet fact you are not being - |
have a raft of questions here on Forestry Tasnamoat plantations, about that in-debt guarantee
and these are out the window. Yet this is thedagelopment that everybody is interested in. It
is taxpayers and taxpayers' money that is involvexd. You are asking us to hold off on our
scrutiny until later on in the year. Tasmanian®itita know what developments are taking place
to secure the forest industry, to secure Forestisniania. We have a raft of questions we want to
ask about it and you are denying us that oppostunit

Mr HARRISS - Kerry, | am not denying anybody anything. | amt stating the fact, and
that is the fact. The Chair a moment ago said baite right in indicating clearly that a detailed
scrutiny of Forestry Tasmania is not appropriateBiodget Estimates. Budget Estimates is about
what the department does, what the Government'gdbuallocations for these areas of my
portfolio achieve and what they deliver. You halleded to a raft of questions about plantation
sales and what is happening to Forestry Tasmatuahe future. That is for government business
scrutiny later in the year.

Mr DEAN - Chair, may | suggest we ask the questions aneveaeanswers we get, and see
how we go?

CHAIR - | am looking atHansard from last year where you certainly were willing tedk
about Forestry Tasmania and the review that wasggm happen, what was going to happen in
the review and the fact that review would be debdethis financial year. | suppose that is why
the committee has an interest in asking for somilde the results of that review.

Mr DEAN - Your department, State Growth, is all about iasmeg jobs and so on.
Certainly the position with forestry does not actwith that at all. My questions were going to
be about that.

CHAIR - You talked about the privatisation, for instanokthe plantations. You said then,
'Yes, that could be happening. | will cast my mimdhat direction. The Government will ...".

We are really asking about the things you toldass$ year were going to happen. Please, can
you talk about what has happened?
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Mr HARRISS - As you have reflected, Chair, it was necessargprtant and appropriate to
indicate to the committee last year that a reviéwarestry Tasmania would be undertaken. The
review has been undertaken. The review has giverGovernment some guidance on where to
go from here. We have made it very clear that $ioyeTasmania needs to stand on its own two
feet - no more funding from the Consolidated Fuithrt of that review indicated that there is a
valuable plantation asset which could be used uerorfor Forestry Tasmania to fund its
operations over the next two years of the transiperiod. The Government has decided that
Forestry Tasmania will continue to operate as aguowent business enterprise. There will be no
change to the legislated requirements to make abaila minimum of 137 000 cubic metres of
high-quality sawlog each year and we will not ceeabvereign risk by overriding Forestry
Tasmania's commercial and negotiated contracte ekisting financial support to industry for
transport of southern residues to the north wilphased out in conjunction with the development
of an industry-led southern residues solution.

There is a raft of work which Forestry Tasmanid wé undertaking to achieve the positions
for its business into the future as communicatetiiy the Government.

| sense the frustration, but | am surprised thambers think this is somewhat different to
any other Budget Estimates session. | have naten & Budget Estimates session over 20 years
in this place where a government business is invaay scrutinised at Budget Estimates. It does
not happen.

CHAIR - With respect, minister, forestry is not just avgrnment business. Forestry
Tasmania, yes, but it is part of a whole largehicl has occupied the mind of this Government
and this Parliament for years. For us not to &&luahow progress is - | understand what you are
saying, that there may be confidentiality issuesl that there may be incomplete things that are
details about Forestry Tasmania only. Forestpars$ of a bigger picture, and they are the bits we
are asking about.

Mr DEAN - If we are not able to question the minister abthése issues and it is in
accordance with the Budget, we may as well packngpgo home - it is a waste of my time.

CHAIR - The difficulty is, there is only one line itenf $1.673 million this year, going
down to $1 069 million the following year and innf@rd Estimates. This is not Forestry
Tasmania funding, this is forestry funding.

Mrs ARMITAGE - The minister mentioned the review, can | askuastion about the
review?

CHAIR - Absolutely. We can ask questions and if theisbén chooses to -

Mr HARRISS - It is not a matter of if | choose, it is if & appropriate, given the scrutiny to
occur later on in the year.

Mrs ARMITAGE - Minister, how about if | ask the question anduyll me if it is
appropriate. You mentioned the review, implemantine outcome of the Forestry Tasmania
review, including costs for the three-month pulgansultation period that has now commenced.
Can you tell me what the estimated costs of théipabnsultation period will be?

CHAIR - Who funded that? Did you fund that or ForeStagmania?
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Mr HARRISS - There is an allocation in the Budget for thaiqass.

CHAIR - We can definitely ask about that, it is in thedBet.

MrsARMITAGE - What is the likely cost of the public consulbeit?

Mr HARRISS - Over the next two years, there is $250 000 lier whole process of our
Government's operation to move through the revievegss. The review process and Rosemary,
you have mentioned the consultation which | hawkceted | will be personally undertaking, has
commenced.

MrsARMITAGE - It is a three-month public consultation period?

Mr HARRISS - | would hope we could conclude it in a bit lékan that but the budget
papers talk about a three-month consultation period

MrsARMITAGE - When you say less than that, why would you wargive the public less
time?

Mr HARRISS - The consultation process which | am undertakegvith industry and
particularly Forestry Tasmania's customers, to rdetee from them the broadest range of
feedback and indication from them as to the impactheir businesses with the changed process
which the Government has indicated is necessarydogstry Tasmania to stand on its own feet.

MrsARMITAGE - Would it not be better to give them the fulldBrmonths?

Mr HARRISS - It may but this is a personal one-on-one meettgeduled with me. There
will be some who are not directly impacted or ingal that the department will undertake that
consultation on my behalf, but Forestry Tasmargastomers, across the broadest range, from
contractors to saw millers, that is a personal @am@ne that | am undertaking.

MrsARMITAGE - Interstate or just for them ?

Mr HARRISS - There is some interstate component to that, yes.

CHAIR - And international.

Mr HARRISS - Not at this stage.

CHAIR - Are there not international customers for Fage$asmania?

Mr HARRISS - Forestry Tasmania will be exiting that commdreside of its business, so
that will be a process to be phased out. We miaatevery clear, that Forestry Tasmania accepts
that position.

Mr FINCH - The sale of Forestry Tasmania's hardwood piianis can we go down that

path, because | understand most are on Crown lanhddme were joint ventures with other land
owners. What is to be sold? Trees, or trees amad?|
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Mr HARRISS - That has not been decided until Forestry Tasanaobpes out in very
precise detail what might be possible. | could @bout thinned, pruned, unpruned, grown for
pulp wood, grown for saw log but it is not apprepei that | talk about that detail. Forestry
Tasmania is scoping out all of the process whicghinbe necessary for it to fund its own
operations with the sale or part sale. It wouldeh@rely inappropriate for me to even speculate
on what component might be sold, whether they cand ftheir operations through plantations
grown entirely for pulp wood. Do not know untilethvork is done, and Forestry Tasmania goes
through expressions of interest.

Mr FINCH - Do you have any interest in bids for the plantafrom any company or group
other than Forico?

Mr HARRISS - | am not involving myself in that process, argitiner should I, because
there is a probity measure. If there was any iygqui my office it is immediately moved on. | do
not know because Forestry Tasmania have not yetm®th upon the expression of interest
process.

Mr FINCH - You would not be able to put a value on the falaon forest at this stage?
Mr HARRISS - No.
Mr FINCH - What they might realise.

Mr HARRISS - No, | cannot, and neither should I, becausg fbi Forestry Tasmania to go
through their due diligence process over the newtrhonths to work through that equation.

Mr DEAN - For Forestry Tasmania to be self sustaining, wloas it have to recover? What
is the amount of money we are looking at? It logsay its debt. It then has to bring in sufficient
money to run its operations, its organisation. Y\duat of money are you looking at, minister?

Mr HARRISS - Currently, Forestry Tasmania's borrowings ames&30 million. That is
why, projecting forward last year, on the best aeavailable to the Government, we made the
decision that up to a $30 million equity transfeaswio be made available, rather than continuing
the $25 million per year minimum from the Consdléth Fund which denied other frontline
services of the funding from the Consolidated Fund.

At the moment, Forestry Tasmania's borrowings ass Ithan $30 million. | think the
Treasurer mentioned yesterday $27.8 million oreghkouts. Do not quote me on that. | can
check the figure for you. That is a matter fordstry Tasmania, at the end of their financial year
which is looming, and the annual reports which published by 31 October, and then for
thorough scrutiny later in the year. | cannot, aeiher should |, speculate on where Forestry
Tasmania will be on 30 June this year until thepart is published in October.

Mr DEAN - You would have to know, with your briefings witforestry Tasmania, what
they will look like, what they are going to havetiave by way of finance to exist in the future
and provide the timber that is required under thetracts. Surely you, as the minister, would
have to have a good understanding of where thgding?

Mr HARRISS - Forestry Tasmania, for its commercial operation$i no longer be funded
from the Consolidated Fund. The former governmlents say around $25 million a year which
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you would have seen in the budget papers in thie gesto Forestry Tasmania's operations in the
future, the business has to be structured in susfayathat its operations, during the transition
period for the next two years, whatever funding/theed to run the business will be provided by
the sale of some of the plantation asset. | cam@ther should I, make a guess at what would
be.

Mr DEAN - That is all right but for its ongoing functionsréstry Tasmania will be heavily
reliant on the product that it sells, maintainihg tontracts. Where does that look for Forestry
Tasmania beyond the next year's period? Will gnesr be able to provide sufficient product on
the contracts that are now there, and maybe thagetie other contracts, will they ever be able
to be self-sustaining?

Mr HARRISS - | am confident they will be but the detail ofsarering that question cannot
be provided until scrutiny, when we have in froritao committee the Chairman of Forestry
Tasmania with me and the relevant finance peopélable to us. Entirely inappropriate to
speculate on any of that until the outcome of fimancial year is properly reported and, as Mr
Evans has said, audited, by 31 October this year.

CHAIR - This reform implementation funding. It is the&@rnment who is doing this and it
is the Government and you who agreed in principde transition and operating deficits would be
funded in the short term by the sale of Forestrymiania's hardwood plantations and further cost
reduction in Forestry Tasmania. That the Goverrimesuld consult with industry regarding
implementation of that decision. We understand bloard of Forestry Tasmania will be
responsible for managing that transition and | lyear say that there is work in progress which |
am presuming you cannot answer at the moment bedassnot completed.

My concern is that we asked questions last yearthece was a process in place and the
review was going to happen, and has now happeheasl.minor money in a sense, $250 000, but
the principle of what is happening with Forestrysifi@nia, which is the Government's concern
and the Government is leading that. That is oéredt to Estimates, | suppose. Among other
things we want to know why you are not spendingemmapney on this line item, not specifically
on Forestry Tasmania. Definitely not.

Now, you said the focus for 2015-16 will be on istty consultation - a selection of a
preferred composite operating model, undertake expression of interest process for residue
solutions, all those kinds of things. The plamtatsale, due diligence and implementation, they
are all matters of concern for you.

| understand you do not have all the answers nod/| anderstand that the internal workings
of Forestry Tasmania are not for this thing. Bah ave have confidence that we are actually
going to have any more answers by the time GBE<atithe end of the year?

Mr HARRISS - Yes, because the figures will be available tand questions -

CHAIR - This current year's figures?

Mr HARRISS - Yes.

CHAIR - You possibly will not have finished the industgnsultation. But we will have
more information then?
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Mr HARRISS - We will have concluded the industry consultatwesll and truly by the time
GBE scrutiny arrives.

CHAIR - Okay. We will hold you to that.

Mrs ARMITAGE - Minister, in your ministerial statement aboue treview of Forestry
Tasmania, you said the Government had resolvedRhawill continue to operate as a GBE.
What is the business case for keeping FT as a gowt enterprise, given that in your own
media release you say in 2012-13 and 2013-14, warsyafter the signing of the Tas Forest
Agreement, it took $100 million out of the TasmanBudget? So we are still talking about the
Budget. Took $100 million out of the Budget oviee tast couple of years. Obviously you have
got a business case. Are you able at this momdetitus what your business case is for keeping
Forestry as a GBE?

Mr HARRISS - The nearly $100 million to which you refer, Rosgy, was money from the
state Budget to Forestry Tasmania. Around $25amilbf that was that year-on-year subsidy, if
you like, to provide the operations of Forestrymasia. There was no plan in place to retire that
recurrent funding, no plan whatsoever. That is podicy difference between the former
government and this Government.

MrsARMITAGE - Your plan is? You said there was no plan prestip so -

Mr HARRISS - To put Forestry Tasmania onto a commerciallyasnable footing into the
future without a $100 million over a two-year pekioas was the case with the former
government, and that Forestry Tasmania standsawib two feet. That is the policy difference.

MrsARMITAGE - So you have a business case?

Mr HARRISS - We know that with a proper structure and a prqpecess -

Mrs ARMITAGE - But do you have one?

Mr HARRISS - Forestry Tasmania needs to work to that positibantirely standing on its
own two feet.

Mrs ARMITAGE - | understand that. What | am asking you is, whdhe business case?
You actually have a business case? Your Governhana business case all for doing that?

Mr HARRISS- The Government has a clear position that noh&urtfunding will be
provided to Forestry Tasmania from the Consolid&ugald.

Mr FINCH - TasNetworks is not on standby to shift more nyooweer to Forestry Tasmania,
to follow on from the $30 million?

Mr HARRISS - Categorically, no.

Mrs ARMITAGE - Can you give more detail about the $30 milliaquigy transfer from
TasNetworks?
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Mr HARRISS - What sort of detail are you thinking about? &ese again -
MrsARMITAGE - There was not a lot in your ministerial stateten
Mr HARRISS - Sorry?

Mrs ARMITAGE - There was not a lot of detail. As Kerry asked] more be coming
across?

Mr HARRISS- Yes. | am sure you understand that accountsFtestry Tasmania's
borrowings this financial year. The Treasurer &rauthorised Forestry Tasmania during this
financial year to debt-fund its operations.

Mrs ARMITAGE - Will we be continuing to rob Peter to pay Paul?

Mr HARRISS - | will come to that in a minute. As Forestrysha@ania had been propped up
by the former government, around about $100 milliarbit less, over a two-year period. We
have made it clear that stops.

We knew with projections that they could need u$36 million to debt-fund their operation
this financial year. Again, their current borroggnare less than $30 million, so there is no detalil
around the $30 million equity injection. It is fukat TasNetworks will make up to $30 million
available if that is where Forestry Tasmania'sd@aings are at the 30 June.

MrsARMITAGE - So that should not have to increase?

Mr HARRISS - No.

MrsARMITAGE - But we are, in other words, robbing Peter to Paul, if we need to?

Mr HARRISS - Sorry?

MrsARMITAGE - We are robbing Peter to pay Paul. We are takmg other areas?

Mr HARRISS - No, we have authorised Forestry Tasmania toolomver this financial
year to fund its operation, knowing that where @swheading was unsustainable drain on the

Consolidated Fund to the detriment of other frowtlservices.

Mrs ARMITAGE - | accept when you say 'borrow', but normally wiyeu borrow you pay
back. Will they ever have the ability to pay themay back?

Mr HARRISS - They do not have to pay the money back.
MrsARMITAGE - | know, but that is what you say, you say 'bafro
Mr HARRISS - They are getting an equity injection, as hasioed -

Mr EVANS - Minister, part of the reason we are going thiotlge process through Forestry
Tasmania of properly scoping out the sale of pleoriais to understand what sort of return we
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might be able to get as a state in terms of the sbplantations to help deal with that situation
and put Forestry Tasmania onto a sustainable pgthwa

Mrs ARMITAGE - My understanding is that the Government has sitipa rather than a
business case?

CHAIR - Let us move on, Mr Finch.

Mr HARRISS - Just before you do, Chair, just to round that Rosemary was suggesting
robbing Peter to pay Paul. Any government and &rgovernments in this state have managed
their government business portfolio. There havenbequity injections to TasRail, there have
been equity injections to other government buse®sequity transfers between government
businesses. It is just the process of managirgytéopo of businesses.

MrsARMITAGE - Would there be any to the extent of ForestrynTasa?
CHAIR - | think you have said no more after this yesuthiat correct?
MrsARMITAGE - We will ask that next year.

CHAIR - Indeed. Mr Finch you had a question.

Mr FINCH - | would like to get a progress report on Fore8tewardship Certification? |
want to just flesh this out to see how far the stgriis able to inform us.

CHAIR - | did think we would get onto FSC, but | am rsofre whether that is a slightly
separate topic to Forestry Tasmania. Just theezenpeople who still had questions to ask.

Mr FINCH - It is Forestry Tasmania which is trying to act@d-SC.
CHAIR - Itis. All right, let us go onto FSC then.

Mr FINCH - Given the proposed change in status for TasrisaWarld Heritage areas to
allow logging, do you envisage that Forestry Tasmattaining or holding accreditation if it logs
in the World Heritage areas will be damaged, puhold, not achieved? | suppose just Forestry
Stewardship Certification - where are we with it f@restry Tasmania?

Mr HARRISS - FSC certification is an entirely independentiting process. SCS Global is
the auditor conducting its assessment of ForesaymBnia's capacity or achievements to be
granted FSC accreditation or certification. Thaliprocess, | think, concluded in about
December last year and the auditor, Mr Rubes, le&$ lwonsidering all the detail which he
assessed as to Forestry Tasmania's meeting thamektandards.

He will make the report of his audit available 18- International, which will then decide
whether Forestry Tasmania gets FSC certificatid¢dam Beaumont, FSC's chief executive in
Australia, was on the radio only a few weeks agggssting it has never happened before that
any organisation around the world has achieved E8&dfication in the first cut. Forestry
Tasmania is a large and complex business. We wariltbpeful, as Forestry Tasmania would be
hopeful, that it can achieve FSC certificationhe first cut. But an independent process needs to
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be undertaken. | am not sure whether Mr Rubeslaaerany announcements in the last couple of
weeks as to when he thinks it might be -

Mr TAY - We understand FT expects to receive the finadntejpis month. We do not have
an exact date but that is our latest understanding.

Mr FINCH - Have they received a draft report?

Mr HARRISS - It was a findings report back in January, whilpart of the process for the
auditor to identify conformances, non-comformaneeajor non-comformances. It is a standard
process which identifies areas that any applicaetla to take account of. There might be some
action which the applicant needs to put in placaddress the findings of the auditor.

Mr FINCH - Can you share with us any corrective actionshhae been recommended?
Mr HARRISS - No.

CHAIR - Did you see the draft report?

Mr HARRISS - No.

CHAIR - It was not made public?

Mr HARRISS - | do not think it was, but let me check that.

CHAIR - | had the same questions as Mr Finch. We kitn@nfirst audit was going to be
done in about December. We understood there wibeld be something in response that would
say FSC is meeting this or not meeting this, amsl ifywhat it might need to do. | have been
anxiously awaiting the results of that. You arevrtelling us there is a final report, which must
mean they have responded to the draft, and takee sations. Mr Finch is absolutely right: we
are waiting for some news.

Mr TAY - That process is an iterative process of engagebstween the auditor and FT. As
the minister has pointed out, it has a range dfainfindings that FT can address. The final
report, when it is released, is the one that iéaively outline the key steps going forward. rOu
understanding is FT is committed to releasing [theuicly.

CHAIR - So the final report is not actually going to ecessarily the end of the process?
The final report might say yes or no. If it says it will say no because of these reasons, and FT
can still address those reasons? Or is that it?

Mr HARRISS - If we can get, at scrutiny time, the expert esypk at Forestry Tasmania,
Suzette Weeding, who has been working through deisiled process, to provide whatever
information is necessary and appropriate in thdipuwtomain. We do not have that detail here
because it is that independent process that stiker My understanding is that the auditors do
not want the findings report public. It is a wark progress; it is for the organisation to be
informed of matters it may be able to take accafnshould take account of, before the final
report is published.
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Mr FINCH - Does the Government and do you as minister \xelikat the achievement of
FSC certification is important for the future of rEstry Tasmania and the forestry industry in
Tasmania as it moves into the future?

Mr HARRISS - We have made it clear constantly that the aement of FSC certification
is fundamentally important to the opportunities foarket penetration of our forest products
particularly into the international market. Thatwhy there has been ongoing financial support
from moneys negotiated through the TFA for ForeSimgmania to continue to pursue it. There
are some around this nation, other major forestrginesses, who do not see FSC as being
important. They are quite happy with PEFC ceuwificn with the Australian Forestry Standard.
This Government is in lockstep with Forestry Tasiaam the importance of FSC certification.

[10.00 a.m.]
Mr VALENTINE - You are seeking to comply with PEFC too, thowgylen't you?

Mr HARRISS - Already do. Forestry Tasmania already has.
Mr VALENTINE - To continue to keep that up?
Mr HARRISS - Yes.

Mr VALENTINE - We were talking about the extra $10 million was going to say
guarantee - the letter of comfort. Can you givemsinderstanding as to exactly what happened
yesterday with respect to that? You made a staterabout no further money from the
Consolidated Fund going into Forestry Tasmania.atWne the machinations of this $10-million
letter of comfort that the Treasurer was talkinguhyesterday?

Mr HARRISS - Again, let me start by correcting the inaccunaporting by some in the
media that it was further funding to Forestry Tasiaa

Mr VALENTINE - | realise it is not, but if you can explain?

Mr HARRISS - The Treasurer made it very clear that if theerenthe need for working
capital, that Forestry Tasmania would have the aithto call on TasCorp for the working
capital - if. Now, | have no idea - neither doded to have any idea until Forestry Tasmania
reports on 30 June - about where the fluctuatiomhirhave been. At the current moment, its
borrowings to run the business are less than $8mi

Mr VALENTINE - That would be a loan from TasCorp, not from @@nsolidated Fund?
Is that what you are saying?

Mr HARRISS - Correct. Again, Forestry Tasmania is authorigedebt-fund its business,
but understanding clearly that the only equity ¢tifn to the business in the new financial year is
$30 million from TasNetworks.

Mr VALENTINE - Obviously the Government believes that Foresay stand that level of
debt. Is it assuming that it is the plantationat till be able to provide that comfort to the
Government, to be able to give that assurance?

Mr HARRISS - Let me understand more what you mean - 'conibatie Government'?
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Mr VALENTINE - You do not just turn around and provide thatagdy for them to
borrow more money unless you feel that there isesamany of being able to support it.

Mr HARRISS - It will not be debt-funding its business inteetfuture. Through the next
two-year transition period, it will be going thrdughe due diligence process to sell the
plantations to fund the operation of the business.

Mr VALENTINE - And hopefully pay back the debt?

Mr EVANS - And also reducing the size of the business.t i®as the minister said, work
that is being done by Forestry Tasmania as we speak

Mr VALENTINE - We can talk about that in December.

Mr EVANS - Yes. Quite rightfully, a number of things amppening here. It is examining
selling plantations; it is looking at how it righizes the business for its new operating model.
The minister is talking with stakeholders about iimpacts of that model on their businesses.
Over the next months we will come to a landing wkibrestry Tasmania as to what the future
looks like. In the meantime, the debt-funding viak utilised to ensure that the business can
continue to operate while it is making those chang€hat transition will take some time, as you
will appreciate.

Mr VALENTINE - Thank you. | have other questions, but | anplyap come -

CHAIR - We have been going for an hour on Forestry TasanaThere are two hours left.
There are a lot of other things to go throughmieery happy, but let us keep the rest on Forestry
Tasmania, and fairly quick if we could.

Mr FINCH - You would refute, minister, what | said in myeppng question, in respect of
what Andrew Wilkie claimed in Federal Parliamemtatt Forestry Tasmania is now more than
$220 million in debt. You would refute that fig@re

Mr HARRISS- Absolutely. Forestry Tasmania's accounts wdhfom that. Up to
$30 million equity transfer to Forestry Tasmanladoes not suggest anything like Mr Wilkie is
suggesting - not the case.

Mr FINCH - Is he playing loose with the figures or doeshhee facts to back up what he is
saying?

Mr HARRISS - | cannot answer for Mr Wilkie. You might havense further information
as to how he has produced that information. Theseaall sorts of allegations over the years about
Forestry Tasmania being subsidised. They arecfalla because various tranches of funding to
Forestry Tasmania from governments of all persuasibave come about as a result of
surrendered production forests on the back of ageats between Federal Liberal Governments
and Federal Labor Governments, to lock up moreuarie land.

Those governments have provided funding to thestanelustry in Tasmania, some of that to
Forestry Tasmania, to embark on programs suchaasggtion development for sawlog because of
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the surrendered production capacity in the natoredts. It is not subsidy. They have been
negotiated outcomes for new programs, new opematiorbe developed.

Some, mischievously and constantly, call that slylto Forestry Tasmania. It is not true.

Mr FINCH - In Federal Parliament Andrew Wilkie called foRayal Commission. Do you
think that would achieve anything?

Mr HARRISS- It is for Mr Wilkie to call. This Government de not support a Royal
Commission. We have undertaken a thorough proocésseviewing Forestry Tasmania's
operations. We have made it very clear where tredtry Tasmania business goes in the future,
continuing as a Government Business Enterprise.Wilkie has his reasons. | would not try to
pretend to know where he is coming from. We doswgport it. A Royal Commission is not
necessary.

Mr VALENTINE - Do you see what is happening with Forestry Tasananoving into a
more transparent situation than it has been irpdst? There has been a lot of statements made
that things happen in secret. Would you suggestttiis Government, in wanting to see what
happens to Forestry Tasmania, will become morepaient?

Mr HARRISS - Like any corporate entity, the business has Wdemmsparent in the past.
There are some who say - and | am reflecting onesoimthe things that Kerry has shared.
Mr Wilkie has his view. People have those viewscannot be true in the corporate world. There
are auditing processes required.

Mr VALENTINE - If it is standing on its own two feet there @iy to be less need for the
movement of funds between governments.

Mr HARRISS - Because there has been a decision by previousrgoents to fund the
operations of Forestry Tasmania from the Consall&und, that is not a lack of transparency.
Those numbers are there. People are well awame fr@ audited accounts where the money
comes from and where it goes under any businetigilcorporate sector. Forestry Tasmania is
no different.

This Government has a view that taking Forestrynfaaga from the Consolidated Fund
operating model is an appropriate move. There béllcontinuing transparency, as there has to
be.

Mr DEAN - The forestry industry is picking up, we have sochg plants opening up and
the other one at Surrey Hills is being renovat¥de have a number of contractors coming back
into the business, so whose responsibility is iemsure that those contractors who are coming
back into this business of logging and transportintber, meet all the requirements under the
pay-outs that were previously made to those cont@uopanies and organisations? Who does the
due diligence to ensure these people who are cobaagin are in accordance with the law?

Mr HARRISS- You are right. There are significant investnseatcurring in the private
sector, the key among those is Forico and its @selof Gunn's plantation asset and what they
are doing at Surrey Hills, more commonly referrech$ Hampshire. | have been to the site and
had a look at what they are doing there with aln$d$t million of investment. That will provide
opportunities for employment on the site but yesylsting and haulage contractor opportunities.
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Forestry Tasmania is aware of contractors who ®dk packages. They were programme
run by Federal Government, two programs, with tleeintract exit opportunities. There were
caveats around what such a business could donrstef operating in the native forest sector in
the future.

Those processes, and Tim might chip in pleaseeifettare parts that | am not covering, but
the national government is aware of who exitedpalihose are on the web and you can check
that any time. As to compliance with the caveatsoahow long they stay out from operating in
the native forest sector but | am thinking, Kimattfor harvest and haulage contractors they could
come into the plantation sector.

Mr DEAN - That is the question that is being asked - hostadps them becoming involved
back into the plantation side of things and digatfar enough. It is too late now.

Mr TAY - It is important to recognise that there was a falierun program a few years ago
and that was about exiting contractors, so alktiditing and requirements and the conditions are
only known within the Commonwealth. It is with tl@ommonwealth's relevant agency to
manage ongoing compliance with that. The stateguowaent's focus, and particularly under this
current Government, has been around contractastasse for remaining contractors to make sure
that there is contractor supply to meet the requamts of wood supply to various customers.

The government has run a contractor assistancegmoghich is still being completed so
$4 million is made available under that progranpplcations for the program closed in January
of this year. The department received 19 appbaoatifor funding under the program and as at
1 June this year, 10 applicants have received patymeder the program, another four are
currently considering grant deeds. Three applecamtre deemed ineligible and another two
applicants are still undergoing a program's ellgjibassessment process. The basic features of
that program is that the payments are based omahooatract authority with Forestry Tasmania
and they are capped at $350 000 per contractor.

To reflect the differing capital investment in essses, payment rates vary for different
types of harvesting operation, with contracts falble and fully mechanised operations receiving
a higher rate per tonne. Funding is only payabtedébt owed to trade creditors and recognised
financial institutions directly attributable to net forest harvesting operations. That has been th
main focus under the state government program draamtractor assistance which is about
maintaining contracting capacity as opposed tgtegious Commonwealth program of a number
of years ago which was in the context of the TFéduad 2011 - it was a few years ago.

CHAIR - Does that answer your question?

Mr DEAN - Not really. | need to digest that.

CHAIR - The question is really about people who havenlmsed out, whether it is by the
federal or state government, whether they are tablaeke the money and still transition back into
the industry - double-dipping, basically. Theyl $tave their jobs, have moved across and in the

meantime have received an exit package.

Mr DEAN - All some have done is changed their names, clhtinggr details, changed their
directorships to their son's and so on. You kndvathas happened. Who is still responsible for
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that due diligence to ensure those people comieg leo the market do so in accordance with
the payouts, the exit packages?

Mr VALENTINE - It was my understanding this Government manatier Federal
Government money, didn't it?

Mr DEAN - | thought they managed the process.

Mr VALENTINE - | thought the state government managed the &aeoney that came
through under the TFA in terms of the disbursement?

Mr TAY - Not the original contractor program. That was yfutun by the federal
department.

Mr VALENTINE - There were two major ones, the initial one ahd hext one the
Government took and managed, did it not?

Mr TAY - That is why we have had various programs arounttraciors, sawmill buybacks
and those sorts of programs. The ones that areeg@onsibility of the state, the state has
delivered. There is the regional sawmillers pragréor example.

Mr VALENTINE - But federal funding?

Mr TAY - Yes, some of those are backed by federal fundimaf, is right. A number of
those were payments to the state of Tasmaniahérfasmanian government to deliver programs.
The program that has attracted the most criticisrteims of compliance was the originally run
Commonwealth program.

Mr VALENTINE - Which the state government did not administer?

Mr TAY - No, we did not. | believe there was a CommonweaAltkitor-General's report
into that, a whole parliamentary inquiry.

Mr VALENTINE - Thank you for clarifying.
MrsARMITAGE - Ivan was talking about restructuring and staffiis that appropriate?
CHAIR - 1 would like to try to wrap up. Jobs and exaicgages certainly are related.

Mrs ARMITAGE - The minister has mentioned in his ministeria@testient that it is an
unfortunate fact that if FT is to be put on a ldegn sustainable footing it will need to be smaller
and more efficient, increasingly focused on itsedousiness. | understand that discussions will be
held with staff. It has also been suggested soeheé forkers have already been given finishing
dates. It has further been suggested that perapsgement employees on high-level salaries
will be carrying out lower-level salary work. Myugstion is, if that is the case, what will their
pay structure be? If there are management emmagkéng out some lower-level salary work,
will they continue to be paid on their higher-lewallaries or will their salary be commensurate
with the work they will be doing?

Mr HARRISS - First, Rosemary -
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Mrs ARMITAGE - You cannot answer it? What is it, minister, goa telling me do not
ask a question unless you know the answer first?

Mr HARRISS - First, when you say it has been suggested aflohings around staffing
arrangements at FT, | am not going to deal withgesgjons and what may be and what may not
be.

Mrs ARMITAGE - Let us have a hypothetical. Can you tell mEafestry Tasmania staff
on higher management salaries are given lower-oek, will they be paid commensurate with
the work they are doing or will they remain on Haaries they are getting now even though the
work will be of a lower level? That is a simplepoghetical you could give me. You could say
we will pay them commensurate with their work or, me@ will pay them on their higher-level
salary even though they will be doing lower-levabriw that someone else coming in at that
position would be getting. That is an easy answer.

Mr HARRISS - You might think so.

Mrs ARMITAGE - | do think so. If you were to employ someonéhat lower-level salary
you would be paying them at that salary. | actlkat some people may have contracts but your
answer would be good.

Mr HARRISS - The final structure of the organisation - staffinumbers - to ensure that
FT's ongoing obligations are met are a matterHerioard of Forestry Tasmania.

Mrs ARMITAGE - | am not worried about the staffing numbergjdtjwant to know what
they will be paid.

Mr HARRISS - | also said 'the organisational structure' ag¢ phimy answer. They are
matters for the board and there is a proper indligtrocess of negotiation to be undertaken. That
process has commenced. There have been meetmgslahe state, face-to-face meetings, with
all of the FT staff. There are options availalpleople will consider those and it really is entjrel
inappropriate for me to even to start to guess whight happen because there are enterprise
agreements, and components of those, to be comyiiedand there are proper negotiations to be
undertaken for FT and its board to determine what drganisational structure is so that the
business is on a sustainable footing.

Mrs ARMITAGE - That is fine so | can understand that managemmuioyees could be
carrying out lower-level work and getting their higalary. That is okay. Itis a possibility.

Mr VALENTINE - It did not come from this man.

CHAIR - While we are on jobs, | want to look biggera@g - jobs in the industry altogether.
Last year you said to us that it is a fact that leympent in the industry fell from just under 7 000
in 2008 to just over 2 700 in November 2013. Weehlast two out of three jobs.

Mr HARRISS - Yes.

CHAIR - You want to turn that around, this Governmenfissais about employment. Has
the number risen? How are we doing?
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Mr HARRISS - Those figures to which you refer -
CHAIR - I am not talking about FT.

Mr HARRISS - No, across the industry, that is right. Thaswaeastudy which Jacki Schirmer
undertook. There has not been an update by Jadlkstze is the most authoritative source.

CHAIR - You are in charge of the industry, you are imedl in the industry, you have been
working on, for instance, changing some of the g@sitkages into transition packages or the
transition packages are staying, at least 50 joliskpow of. We all know that for woodchips the
markets have been better over the last year ot a@nt to know how the jobs are going. Do you
have a feel at least? If you do not have hard@gudo you have soft figures?

Mr HARRISS- One of the things | am pleased we embarked upas to change the
sawmiller exit program which was on foot when weneainto Government. That would have
seen 20 regional sawmills close down. We changatiand gave the opportunity to sawmillers
who had signed up to a contract - which we coult hrave changed, they could have walked
away and taken their entire payment. | am pleagedlid change that to at least give them an
opportunity to reconsider. Six of the 20 did resider and accessed half of the money which they
were entitled to under a contract already to eather, they decided to stay. Another six, rather
than walk away, took an opportunity to have a smadintity across their saw, 100 cubic metres a
year.

It does not sound much but I can tell you someaestaf people out there who just wanted to
cut residues from an adjoining sawmill into firek8 and that is the only business this 22-year-old
kid knew. He was able to keep operating the ) cubic metres maximum, without special
requests for more. There were six who stayedyia took the 100 cubic metres and eight who
were intent on taking their full exit package aming and sterilising their mill. That process has
at least retained the jobs of about 50. Therensuliplier effect to that. New Forests coming
into the market has clearly created work and it®$tment at Hampshire, almost $10 million, is
improving the work numbers there, both in operatibthe site - | think there were 35 -

Mr DEAN - There were 150 new positions over the next 12thson

Mr HARRISS - Sorry, just to round that out. Yes, 25 at tiie and up to 125 in the bush.
So there is expanding employment in the industng, Borico is one of the keys among all of that.
But just to go to the saw miller program, in cas@ve forgotten anything. Alex has just brought
to my attention the fact, of course, that the sdiensiwho did exit can still cut non-native such as
plantations or imported.

CHAIR - So they have not necessarily closed down - teagd - or have they?

Mr HARRISS - Those eight as far, as | am aware -l have dsatéew of them -

Mr TAY - It also means those the minister was talkingualeere allowed, | guess, a lower
level of commercial processing. Those six haveoupOO cubic metres - they are obviously still

in operation - and they also can do non-nativestsrsources as well.

Mr HARRISS - But only 100 cubic metres of native?
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Mr FINCH - Minister, could you provide us with the nameghafse sawmills businesses?

Mr HARRISS - Certainly can. They are on the department'ssitebbut we can certainly
get those for you, Kerry, because they are pubtidplayed anyway.

Mr DEAN - Just on that, the 100 cubic metres of nativestotfeat they are able to mill, does
that only include from Crown lands, or are theyeald cut any quantity they want from private
land? What is the position in regard to that?

Mr HARRISS - | am thinking that was all native, but we wilagfy that.

Mr DEAN - If you would, because | have heard informationth® contrary - that they able
to source whatever they want to privately for cugti

Mr HARRISS - We will get that to you before the end of thg.da

CHAIR - That is a really good question because, whyateconcerned with private forests
- if a farmer wants to sell the saw logs on his gwoperty to a local saw mill, why would that
need to be part of the 100 cubic metres?

Mr DEAN - | have a question on the plantation. Foricoaskbinto plantations. | think over
the next 12 or 18 months, it will be planting aresth 000 to 9 000 ha of plantation. The position
with timber is that we will need to increase prditut. If we are going to keep up with what is
required, we are going to have to increase timbedyxction by 50 per cent to 100 per cent over
the next 30 years. That is what Forico is sayimg)ldew Forests is saying.

| think | know the answer to my next question, datyou know, minister, whether Forestry
Tasmania will go back into plantations as well4sIselling off plantations, but if the plantations
are required in the future, will that be left uppidvate organisations? The state will not hawe an
part in that at all? Private organisations wijuged to carry out all the plantings and provide t
resources needed moving forward? In actual faety have said timber will certainly surpass
metal and concrete in buildings, and will become ttijor product moving forward, will outdo
all of those others. The strength and everything.

Mr HARRISS - Because of the impact on the environment?
Mr DEAN - Yes.

Mr HARRISS - You said you probably know the answer. | might you to give it to me
and then | will share it with you.

Mr DEAN - You are required to provide it. | think | knovwhat you are going to say.
[10.30 a.m.]

Mr HARRISS - First, with the sale of the plantations, the diligence will be undertaken
and it is highly likely that Forestry Tasmania wibt be selling all the plantations to fund its
operations. That is my assessment.

CHAIR - It is not required to sell its plantations?
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Mr HARRISS- The only way it will be funding its operationstd the future during a
transition period is through the sale of some efglantations, and it will need to go through that
due diligence to decide which -

Mr EVANS - Some perhaps?

CHAIR - But it is not required by the Government to sdllits plantations to get out of
plantations?

Mr HARRISS- That is right. But FT will not be embarking upaew plantation
development. Once it has gone through the dugetiitie and determined what the profile of its
plantations is, that will be well known come Deceambl would suspect it would need to know.

Mr DEAN - It seems to me to be a flawed process. If wenktimber products are going to
increase in sales by 50 per cent to 100 per ceat avreasonably short time - when you are
looking ahead, 34 years is not that far away. udave thought that Forestry Tasmania would
have had some requirement to ensure the plannidgns in such a way that we have the timber
that will need to be available in due course. davk it up to a private enterprise to do that,ssle
there is close negotiation with them, seems tddweeid, in my opinion.’

Mr HARRISS - Are you alluding to the sawlog profile into theure?

Mr DEAN - Both, sawlog and plantation timber. My next diseswas going to be about
the pulp mill, but you have answered that one.first

Mr HARRISS - | am picturing a Forestry Tasmania graph whiels been out for a long
time showing native forests supplying 137 000 cubi&tres. By about 2027, that native supply
will drop down and will need to be supplementedolantations that are being specifically grown
for sawlog.

Mr DEAN - 137 000 cubic metres is a minimum, ministercalh be a lot more than that.

Mr HARRISS - That profile is known. Forestry Tasmania knomsat the profile is. We
could get that, but your suggestion that therefiavaed process -

Mr DEAN - | believe it is flawed in as much as we cannavéit up to private enterprise
alone to ensure the product is there and the piansawill be there to provide the timber that will
be needed. | am saying it is incumbent on the Gowent or Forestry Tasmania, whatever the
industry or organisation is, to ensure we haveptioeuct available.

Mr HARRISS - That will be thoroughly undertaken by Forestrgsmania when it goes
through the due diligence process as to what oéstet in the plantations it might sell. | can
provide that at some stage. Forestry Tasmania &wvelnat it has in plantation being grown for
sawlog, plantation being grown specifically for pbod and that which is pruned, whether it is
highly pruned or not. It knows exactly what tréesas in the ground and what classification they
are. It knows what will be needed post-2027 totioore to supply 137 000 cubic metres, and it
will take that into consideration in its due dilige process on what it sells.
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Mr FINCH - Forico seems likely to save the Tasmanian eptahantation industry. It has
a good business plan, as Mr Dean has suggestedvarits to replant, it wants community
engagement, and it wants community approval. Hbaeg asked for or been given any state
government financial help?

Mr HARRISS - They have not asked for any and neither have lbleen given any because
that business is a debt-free business. It islfyreeciting prospect in terms of contribution toet
forest industry in Tasmania. Superannuation fuinolsm around the world invest in what New
Forests does because they are satisfied that ingastforests is a sound long-term investment
opportunity, and that is surely good news in teainsonfidence of the plantations in Tasmania as
a long-term investment.

| met with New Forest's board and representatives) faround Australia and around the
world, only a few weeks ago in Launceston. They\waary positive about their opportunities here
in Tasmania, hence the board approving the regtaraf the Hampshire site. If you get a chance
to have a look at what was set up there for a edbvest throughput and to see what they have
done, spending almost $10 million, it is an amazpg-opener of an expression of confidence.

Mr FINCH - Yes, and what was done before to have it aslp pull site, so it is a
wonderful location.

Mr HARRISS- It was a very valuable chipping facility in theorth-west owned and
operated by Gunns.

Mr FINCH - Given that the forestry industry's future atstldtage is almost entirely
plantation-driven, do you think that you will be stimg your time with your argument over native
forests and ripping up the TFA and trying to exp&gting into previously protected areas?

Mr HARRISS - No. The premise for your question and yourestent that given that the
future of the forest industry is in plantationsirsmy judgement, a false premise, Kerry.

Mr FINCH - At this stage.

Mr HARRISS - No, not even at this stage because there ismifioa our high-quality solid
sawn products. At this stage we are making availabminimum of 137 000 cubic metres and it
is being sold. There is demand from all aroundvtbdd for that high-quality solid wood product
from Tasmania.

Mr VALENTINE - That is outside of reserves, isn't it? Theymotlogging from within
reserves.

Mr HARRISS - No, Forestry Tasmania is harvesting from themaerent timber production
zone land which, as you will recall, was compresaed it would have been compressed by a
further 400 000 hectares, but this Government & wakw that locking up more of our production
capacity was inappropriate. You are all aware lodtthas happened with our legislation last year.
There is demand and my judgement would suggest thir always be demand because this is
pretty unique stuff that we grow in Tasmania.

Mr DEAN - In fact some of the mills are saying they carkesp up with demand.
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Mr FINCH - Minister, you are no doubt aware of a report\doForests' native forest
logging in Gippsland in eastern Victoria, which say is losing up to $5.5 million a year.
VicForests itself says its East Gippsland busingss®t commercially viable. That is frofthe
Age newspaper. How can you be sure that native féwgging in Tasmanian state forests can be
made viable?

Mr HARRISS - | met with VicForests only a matter of weeks alijcewise with the New
South Wales Forestry Corporation. That which yamehquoted is, | presume, a component of
the business. | am not going to speculate on veneliat is true or whether it is not.

Mr FINCH - It is in The Age newspaper.

Mr HARRISS - | indicated this morning that some media outfgs the message wrong. |
do not know as to the veracity of that, what | adwWw is VicForests and the New South Wales
Forestry Corporation, businesses like we run hemesvery confident of their operations, not just
the sustainability of them but the profitability thiem.

lvan mentioned earlier that the emerging acceptarice’ood products to replace others
which are not as environmentally friendly are enmeggpportunities. The world is turning to the
bioeconomy. The Chair knows from her overseasiesuthat there are not just emerging
opportunities but very sound opportunities whickidhbeen in place for a long time elsewhere in
the world.

Mr FINCH - One of the major outlets at this time for natigeest logs, apart from some of
the sawmills that you have mentioned, is Ta Annha¥\guarantees have you had from Ta Ann
about its long-term future in Tasmania?

Mr HARRISS - Ta Ann is certainly committed to what opportigstare here for them. You
would be aware of the development of the plywood atiSmithton so that they can value-add
rather than ship out the peeled sheets for manutadhto plywood in Malaysia. They have
expressed that confidence by what they are doiflgey have made it very clear also that they
will only take billets from the current PTPZ land@hey have made their own company decision
that, in the future, in the event that the Parliat@ovides access to the FPPF land, the 400 000
hectares, they will not be going there. They haaele their own decisions about that because of
the attacks on their markets, predominantly in dapBut as confident as | can be in the sharing
of the information which they do with us, | can ptie confident that they see a future here in
Tasmania.

Mr VALENTINE - In respect to the logging in native forests tigatoccurring at the
moment, is there any desire to regenerate thastftva&ck into native species, or are those areas
going to be simply planted with eucalypts?

Mr HARRISS - Yes, regeneration.
Mr VALENTINE - So you get, over many years, the celery-top yod blackwood and
whatever else? That is confirmed, that those aaneas that are currently being logged, which

are out of the production forest zones, are goiniget allowed to regenerate with minor species,
rather than just burning it off and putting eucaly®
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Mr HARRISS - That is part of the forest practices processylich - | am thinking it was
2010 when we drew a line - we cannot convert ndiivest to plantation. 1 think that was in
2010. Any native forest harvested by Forestry Tasm has to be reforested with native.
Post 2010, that decision was made.

[10.45 a.m.]

Mr VALENTINE - Is this done through aerial sowing, native seatected elsewhere, or is
it done through some natural process? Can yowgxpbw that occurs? My concern is that with
the native forests that are being logged and isdlaveas that are outside reserves, that if we want
special species in the future for artisans andgails of reasons we have to actively make sure
those special species can grow effectively. Asisamyou disturb the canopy, a lot of eucalypts
will take over and dominate, and you end up losiggnative forest capacity well into the future.

Mr HARRISS - It is very important, as against the pursuiF&C as well, the management
of the forest estate by Forestry Tasmania. laig pf the consideration in the forest management.
| have mentioned the 2010 date where conversian frative forest to plantation is not allowed.
Provenance is gathered from the region about ragrowwill get Penny Wells to provide some
detail.

MsWELLS- | probably cannot give you the full technical sifieations of how each coupe
is regenerated but it is undertaken to standard®denerate back to the native forest. Local
provenance seed is collected.

Mr VALENTINE - By Forestry Tasmania or by some contractor?

Mr HARRISS - Under their supervision and jurisdiction.

Ms WELLS - The objective is to restore the native forestrtlpathrough natural
regeneration. Some of the regeneration would bmugh natural process but it is augmented by
eucalypt seed collected.

Mr VALENTINE - Do you know whether those areas are burntdirss it not necessary for
that sort of regeneration? It is stated that eytalneed fire to regenerate. They can be planted
manually, | suppose. With our native forestshe & process that requires fire?

Mr HARRISS - We could talk about different treatments in eliéint areas, whether it be
aggregated retention or clear-fell burn and sow, tanget the management about that we would
need to talk with Forestry Tasmania.

Mr VALENTINE - Perhaps | can keep some of those questionsetgmber, minister.

MsWELLS - Different silvicultural treatments depending ohawforest type you are in and
what part of the state. The dry forests requifieidint treatments to the wetter forests.

Mr VALENTINE - It is an actively managed process and the oppityt for minor species
to grow back is actively managed, and | supposalgpts reduce as a result in those spaces. Can
you confirm that?

MsWELLS - We could talk all day about the technical speatifions and that level of detail
is probably not appropriate here. They have dfiersilvicultural treatments depending on the
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type of forest, the region, and the objectivestii@t coupe in the longer term. Forestry Tasmania,
for example, has some areas that have been zorled past for special species regimes and other
coups are scheduled for a shorter rotation, 60sylearexample.

Mr VALENTINE - Blackwood or whatever.

MsWELLS - Blackwood in the north-west. It depends on thegbtype and which part of
the state you are in and the objective for managéme

Mr VALENTINE - | was concerned for the long term future ofrthiaor species.

Mr HARRISS - Rob, the Ministerial Advisory Council has a stdmmmittee specifically
addressing its mind to the special species.

CHAIR - We might get on to that as a separate subject.
Mr HARRISS - Forestry Tasmania has already done work withligi@ detection laser
technology which they have used to map all of thaiest. They know what is in their forest in

special species, in high quality saw timber.

Mr VALENTINE - The remaining question was with regard to thatlsern residues
problem which currently exists. Do you want totdat later?

CHAIR - Are there any further questions on this paricidsue?
Mr DEAN - Pulp mill?
CHAIR - Let us deal with the pulp mill before coffee.

Mr DEAN - It is wonderful news. Corda Mentha indicate thaye a buyer. It may want to
procure the pulp mill in the Tamar Valley. Thaebscellent news for me and the state.

Mr VALENTINE - A lot of people would disagree with you.

Mr DEAN - What is the Government's position there? Whapert can the Government
give to anybody wanting to proceed with the devedept of a pulp mill in the Tamar Valley? It
makes common sense to process downstream our ptbdticould feed a pulp mill.

Mr HARRISS - | share your view that it is good news - wheth@ngh come to fruition - but
it is important to note that people see the valuthat pulp mill in Tasmania. It is no secret that
there have been various analyses on the economéfib® this state of the pulp mill. Over a 30
year period, we are talking about a $10 billion fito the economy of this state. It is not
insignificant. What can the Government do?

Mr DEAN - And what is the Government doing? That is whaaht to know.
Mr HARRISS - KordaMentha is going through the due diligenoecpss. They have a site,
whether it is purchase the site, and there isestan purchasing the site alone, and there is also

interest in purchasing the site plus the permitsctvwould facilitate the construction of the pulp
mill in that location. The Government, at the wemt, made it very clear that we will not be
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providing financial support to the development lo¢ fpulp mill. That pulp mill needs to be a
commercially viable proposition, just like Foricaddnot ask for, neither would they have
received. That pulp mill needs to be a financialigble proposition, commercially agile
development.

Mr DEAN - | take it the Government will be giving in-kindgport, and demonstrating their
confidence in the development of a pulp mill foe gtate.

Mr HARRISS - We have made it very clear that we support thip mill.

Mr EVANS - The Co-ordinator General has been in contact waldEMentha and is talking
to them about where they are in the process andimdgrstanding from John Perry is that they
expect to be in a position within the next few weék have a preferred bidder, and whether that
involves the land and the site, or just the s#estill being worked through. John is talking with
KordaMentha.

Mr DEAN - Thank you.

CHAIR - You mean the land and the license?

Mr EVANS- Yes.

CHAIR - Any other questions about the pulp mill?

Mr VALENTINE - It is in respect to the permits. What is ttie 6f those permits? Do they
run out at any particular time or not?

Mr EVANS - The pulp mill permits?
Mr VALENTINE - Yes.

Mr EVANS - Yes. | do not have the detail with me but l&dien that went through the
parliament a couple of years ago dealt with —

Mr VALENTINE - | can't recall whether it was finalised.
Mr DEAN - There was a bit of discussion on it.
CHAIR - Would you like that question on notice?

Mr VALENTINE - Yes, please.

The committee suspended from 10.55 a.m.to 11.14 am.

CHAIR - Welcome back. Minister, you have answers toupte of the previous questions?

Mr HARRISS - The pulp mill permits expire in 2017. As to thewmiller program, can we
table a direct print from the department's websitech sets out the adjustment programs and how
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we ran them? Then there is the list of the 20 sdensm and their quantative payouts there as
well.

Mr VALENTINE - Sorry, minister, what was the date in 20177
Mr HARRISS - | think the end of August.
Mr EVANS - The anniversary of the extension, | would presum

CHAIR - Thank you. If we could get onto a slightly @ifént topic, let is talk about the RFA
process, which last year at this table, you weragyto do the five-year reviews that needed to be
done. The last one was due in 2012. You weréhéngrocess of doing that and you were
planning to complete that by December last yearthed get started on the 2017 process. Could
we have an update?

Mr HARRISS - | will get Penny Wells to give the details ofath Penny was intimately
involved with the whole process. She would be awthat we have agreed with the Australian
Government to embark upon that review. Then onbtek of that, we have a rolling Regional
Forest Agreement because we see the RFA as a iegllyrtant part of the forest industry
landscape so that there is that assessment astpdmenprehensive, adequate and representative,
and all that sits under the RFA with the body ofrkvavhich was done back in the mid-1990s.
Penny can give you detail of where we are at.

CHAIR - Thank you, both for the 2012 and the 2017 review

MsWELLS - We had this conversation last year. Our groupur agency has been working
closely with a number of another agencies, the $toRractices Authority, Private Forests
Tasmania, DPIPWE and Premier and Cabinet, and ptms of our agency in State Growth, to
pool together the five-year review documents. Thweye released in April this year for public
comment. There was a six-week public consultgtemod on those documents -

CHAIR - This is the 2012 one?

MsWELLS - Yes, this is the delayed review. We went thioagprocess before Christmas
working with our Commonwealth colleagues to devedofcoping agreement which our minister
and Senator Colbeck signed earlier this year, whishset up the governance arrangements and
all the details about how the five-year review gsxwould work and how that would then lead
into the extension process.

That is part of the work that has happened sine hbarings last year. The 2012
documentation is basically five years' worth ofadtitat follows on from the first and the second
reviews of the RFA. We had quite a discussion akdwether we should try to take this review
up to today -

CHAIR - We had that discussion last year, too, and weldd not to. That is fine.
Ms WELLS - It was decided that the people in the future oot thank us if we had a
five-year review, five years and then eight years] then three years so we all agreed to preserve

the five-year data reporting framework, and we wlocdtch up on the last few years when the
next five-year review happens, scheduled for 20The documents have now been released.
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There was a six-week consultation period which d@as to close nearly two weeks ago, but a
number of people contacted us and asked for additione at the eleventh hour.

The minister and our federal colleagues agreedaféwo-week extension on that public
submission period which closes this Friday. Thecpss from there is that we have an
independent reviewer engaged as specified in th& B&cument itself. The independent
reviewer is Dr Glen Kile. | think we mentioned tiast year.

CHAIR - You told us that last year as well.

MsWELLS- Yes. He has now started his work. We haveswade submissions in already
and they are being fed through to Dr Kile. He tvas or three months to prepare a report and
during that process he will be going through thiensissions. He will be liaising with the parties
to the RFA agreement and he may well, if he hasstiues, follow up issues with individual
stakeholders. Once he presents a report to ther@ment, the two governments respond to the
report and it is through that process that we Beeotitcomes of the RFA review process feeding
into the discussions about extending the RFA toemainto a 20-year rolling agreement.

CHAIR - Isn't it a 20-year rolling agreement now?

MsWELLS - It is a 20-year agreement with an end date df720It has five-year review
processes built within it but it ends.

CHAIR - It ends that 2017.
MsWELLS - That is right.

CHAIR - Minister, when do you expect this whole proces®e finished? Last year you
said that you hoped that the review document wdaddavailable for public comment before
Christmas. Obviously that has blown out a bit fw tor three months. Is this going to be
finished before 2017 when the 2017 review is do&3u are going to have to manage it within
that last year, one presumes. You are not goingaibuntil the RFA runs out in 2017 before you
start negotiating a new one, are you?

Mr HARRISS - As Penny has said, there was a consideratiomhether we should just
forget about the 2012, but in the interests of prggocess and assessment we have decided to go
with it. The short answer would be yes, it will tencluded before the 2017 review.

MsSWELLS - Long before.

CHAIR - You won't have it finished by the end of thisage It won't be concluded if you
have three months for your independent reviewerthen it has to go to both parliaments.

Ms WELLS - We are certainly aiming to conclude it in 20I&lanot let the process run
through too close to the finish date in 2017.

CHAIR - Do you know what the finish date is in 20177?it he beginning of 2017, the end
of 20177

MsWELLS - | think it is November.
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CHAIR - | ask this in terms of certainty for all the lieslthat are involved. The RFA of
course manages a process which means that youtdmwe to do negotiations with the Federal
Government over all sorts of individual issues.islan encompassing document so it is really
important for certainty for all those people whe awvolved in forestry processes to have that.

Mr HARRISS- That is why we have committed with the Federav€&nment to the
on-rolling RFA. It is very important to the landge of forest management.

CHAIR - This is going to get through before the nextfadl election, isn't it? When is the
next federal election due?

Mr HARRISS - September next year.

CHAIR - That also has an impact. We know that at tlieaérelection cycles there is always
a hiatus when the government has its mind on dttegs, shall we say, than basic processes like
RFAs, and then there is the election period and there is the time when the new government
settles in, even if it is the old government, Bittkind of stuff. There is a bit of a time coastt
here, is there not?

Mr HARRISS - Yes, there is. Whatever you are doing in agyolfamework is exposed to
government election cycles. September-ish next, yelao knows? They could go early. They
can push it past September by a few weeks. Yduwmsot know that. We just get on and do the
work which we have to do to get Tasmania propedsitipned so that we can move ahead with
our rolling program.

CHAIR - So you see that there is some need to get dnting.

Mr HARRISS - Very much so.

CHAIR - Good.

Mr HARRISS - Is there anything else, Penny, that you needledund that out with?

Ms WELLS - It is probably worth adding that clearly we haakeeady started informal
conversations with our Commonwealth colleagueshis tWe have started the process already.
We will not have the report from the independeniewer for a few months. However, the
submissions are already coming in. From now onwilebe seeing the views of the different
stakeholders and taking those into account in mfi@rmal discussions we are having with the
Commonwealth. We will be looking at the natureted issues across both sides of the equation.
We are expecting to have a draft revised RFA docuifog very early next year.

CHAIR - We cannot help but be involved in politics ihtakese processes. If my thinking is
correct, | am presuming this RFA was originallyr&d with a Liberal Federal Government?

Mr HARRISS - Yes.
CHAIR - We have since then had quite a number of yelatsaoor and we are back to a

Liberal Federal Government. Is the view of the RBA it stands, bi-partisan? This is a Liberal
Government again, a Liberal Government that sep itvith us in the first place, and it has been
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carried on. If we are talking about renewing otreexling it as a rolling program, does that have
any impact?

Mr HARRISS - | cannot speak for a potential federal Laboregament but we have the
commitment from the current Federal Government éimather 20-year RFA is entirely desirable.
This is because of all that it does to give as nuetainty as you can around many components
of the forest industry. If there is a differentlipg position from a government of a different
flavour, we would hope people can see the inheraloie of what the RFA achieves.

CHAIR - Hence my question, that we have had a couptevaéws during the federal Labor
government. There has not been any question dRE#e being discontinued during that time, it
has rolled over.

MsWELLS- It has been bi-partisan support to date. The R&&sunderpinned by federal
and state legislation. We are pressing on withetitension of the RFA as an important tool for
the industry. It is an incredibly important toarfarticulating Tasmania's forest management
system. It is the glue joining all the bits of darest management system together and enables it
to be recognised under the Commonwealth EPBC &gsal With those federal and state
statutory underpinnings, we would expect bi-partisapport.

CHAIR - The agreement finishes in 2017, so it is nothasigh it is rolling on this time.
Hence my point about the urgency of doing it whiteu can and perhaps involving shadow
ministers or shadow departments. It would be gookhow that a future government, whatever
flavour it is, would continue to support that.

Mr HARRISS - Yes. We would like to think so.
CHAIR - That is a bit of advice on this issue.

Mr VALENTINE - The RFA has been in place for a long time. &Heve been changes to
reserves and those sort of things. Does it cudsacany of that? Is there any expected conflict
between the current reserves we have and whatfRAenfy be seeking to do with them?

Mr HARRISS - The short answer would be no because of the mamepsive nature of the
RFA and all that it does in providing that levelagrtainty for forest management. Given that it
was established after a very vigorous process, tdmmn | keep coming back to is the
comprehensive adequate and representative natues@&ives which were acknowledged in the
RFA. There is a whole body of assessment arouadRfBA and the fact that 95 per cent of
Tasmania's high quality wilderness was in reseavekstill is in reserves. We are talking about a
comprehensive document which addresses the forasagement. Penny is there anything in
addition?

Mr VALENTINE - Do you understand what | am trying to get atRc& it came into play
there has been a lot of areas put into world rgeitend all those sorts of things.

MsWELLS - What is important to know is the RFA is not jasstatic thing, it does not just
describe something in a point in time. It has dapiive management process inherently built
within it and the five-year review process is arpartant part of that adaptive management
framework.
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Mr VALENTINE - It talks about classification of land as oppo&edpecific blocks?

MsWELLS - The original RFA does have specific blocks ibut it talks about the system
having been underpinned by having a reserve conmpormving management prescription
through the forest practices system, having legsia having threatened species management
systems et cetera. All the things that sit undet tto not stay the same. There are threatened
species that come on and off the list. Reservgsahange an area, forest practices system is a
living breathing thing which changes over time. cimology and our science based knowledge
changes and increases. Those things are budtonrtforest management system.

The RFA provides the glue that sits around that, ftamework, and we anticipate that the
extended RFA will probably lose a lot of the orgjiletail that was put in in 1997 because that
was describing the full system at that time. Adbthe implementation tasks which have already
been completed will not figure in the RFA. It widltobably see a much simpler document and
that is what we imagine. What it will preservethst adaptive framework so the system can
evolve over time as society's needs change.

Mr VALENTINE - The Forest Practices Code is written into inaiarplaces or not?
MsSWELLS - That is part of the system.

Mr VALENTINE - It is part of the whole thing. The Forest Piaet Code was going to be
reviewed. Do we know where that is at?

Mr HARRISS - I will introduce Angus MacNeil, the Acting Chi€brest Practices Officer.
CHAIR - He has been sitting patiently all morning, sdéceme, Angus, to the table.

Mr MacNEIL - Thank you. The Forest Practices Code is preseoilyg through a process
of amendment. The proposed amendments were abaniublicly a couple of months ago.
After they have been through a process, which waeblthe Forest Practices Advisory Council
and other major stakeholders, the board is in tbegss of considering a number of submissions
that have come in response to the advertisingeoptbposed amendments.

The proposed amendments are principally the inttolu of what is called a guiding policy
into the code whose main purpose is to clarifygbkcy environment we believe we are currently
working in as a result of all the changes in legish over recent years. One of the issues that is
included in the guiding policy is the duty of cavih regard to permanent timber production zone
land. What that means is to allow Forestry Tasmémimake decisions about the use of PTPZL
for economic purposes more straightforward thas at the moment.

Mr VALENTINE - That is what | wanted to know.
CHAIR - No other questions on that? We might go to laotopic.
Mr FINCH - These questions were presented to me by the erefobApsley because of

her inability to be with us today. She made thasgervations, which you might like to comment
on, minister.
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She says there are five lines for forestry on gz and one page for mining on page 255.
Page 248 shows $2.3 million for forestry, $5.4 imill for mining, and the notes relate to FTE
savings budget strategies and redistribution op@@te costs. Her take on that is that the
Government is walking away from both as any maineds of the economy in Tasmania. Would
you care to comment on that, minister?

Mr HARRISS - | am presuming you are referring to the reductar the 2014-15 Budget of
2304, to 2015-16 down to 1659.

Mr FINCH - Not so much the detail, but the paucity of adlib@n and recognition of forestry
and mining in the Budget.

CHAIR - We commented on this last year, that there yuestetwo lines and two output bits.
We would like to see more, if they are such bigustdes.

Mr HARRISS- | will ask Alex to start, then, if 1 need, | witomment on the policy
development and advice provided by the departnignthe unit, under the line item, the quality
of it.

CHAIR - You addressed that quite well, the mining pastveay, in your opening statement.
You went into quite some detail about it.

Mr TAYLOR - You are referring to the figures in table 10s2hat correct?
Mr HARRISS - Yes, page 248.

MsTAYLOR - This is budget support for the funding of theeki policy group that Penny
mentioned in the department, so it has an FT adanfugight, currently filled with seven people.
Ostensibly, the funding that you see in the Budgstupporting predominantly staffing associated
with the forest policy group within the departmenthe reason that the numbers are larger in
some of the earlier years is because there are snaieff project funding and a couple of major
things, one we have spoken about today, the RFA.

In last year's Budget the Government provided stumding for the RFA project. Some of
that funding was in last year's Budget and thig,yaad some unspent money from last year has
been rolled forward into the 2015-16 year, togethdth $150 000 in this Budget for the
department's work in Forestry Tasmania reformsclvigou see in the key deliverables.

That is why the 2015-16 number is materially lartpam in some of the out years. In 2016-
17 there is another $100 000 for the Forestry Tasam@view. After that, in the last two years of
the out years, in 2017 and 2018-19, it is the ugihgy base funding for the forest policy unit
within the department.

To summarise, the reason that there is a largeuaimaf funding earlier on is around a
couple of major projects. The other thing is thatder the department's restructure, the forest
policy area broadened out, and is transitioning lmMoadening out, to include broader resource
policy advice, which is in relation to picking upimmg policy responsibilities in addition to
forestry. | had a conversation with the DirectérMines, his group and MRT, but it is a very
small function. There is some things happening®T and there are reasons where in the
department's restructure there are some synengiesitting that small policy of advisory role
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from mining together with forestry because theeesome very similar issues around land tenure,
land use and environmental standards and thoseddhings.

Mr EVANS - What Alex has done is spell out how we are agaghmng forest policy, but
since last year the Department of State Growthdesn totally redesigned and support to the
forest industry is broader than just the forestigyofunction. For example, we have now the
Office of the Co-ordinator General that sits withire outputs of the agency, but is a separate
organisation. | know, talking to John Perry, thatis actively involved in talking to a number of
key businesses about development opportunitiesmiitie forest industry.

Likewise, in the new Industry and Business Growthidion, headed by Bob Rutherford, the
Client Services group has a particular focus oadtry developments at the smaller scale. Whilst
the member for Apsley has focused on one line @ Budget, more broadly across the
organisation, forestry and mining, outside of tharkvof the forest policy group and MRT, does
feature pretty heavily in terms of the overall grited new department.

CHAIR - You have things like the Forest Practises Auth@nd Private Forests Tasmania
and those kinds of things.

Mr EVANS - Which come under the grants and subsidies.

CHAIR - | understand you have money in various pockets,just we have to search for it.
It looks as though you are doing nothing in forg&tecause you only have this as the only item
that shows.

Mr EVANS - Which is the benefit of these committees. Tlaeespecific line items that are
directly related to MRT, Forest Practises AuthqriBrivate Forests Tasmania and the forest
policy function, but more broadly across the agemey it is a new agency, forestry and mining
is a key focus, including within the Office of ti®-ordinator General.

CHAIR - Perhaps next year before Estimates we mightyaskif you would like to pull
together a document for us which shows where alldifferent bits are, so that we do not have to
go searching through budget papers to find bits dmaeot have to ask you questions where it
looks like you are not interested.

Mr HARRISS - Chair, you make a good point. There are pdims | could go to about the
ministerial advisory council funding, contract emyphent programs, special species studies and
to the tune of $18.4 million.

CHAIR - We cannot see that easily, that is what | anmgayYou might take that on notice
for next year, that in future we have a documerhictv says what the background scene is and
where all the money is going because it looks \Weeare spending $1 million.

Mr FINCH - Also, there is the southern residues signifigawoblem with the build up and
no export, port mills are in danger of closing hessof the amount of residue. The Government
appears to have walked away from a solution withrthnister's statement that they will leave it
to private enterprise to find a solution. Woulduylke to comment on that, minister? Is it fair to
assume that it is not politically palatable to hawveexport facility at Macquarie Wharf. She says
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she is not sure what ports are for if not to exp@bes the Government consider that Hobart is a
working port?

Mr HARRISS - To the first part, whether the Government iskivej away from a solution

to the major problem we have about residues - €Hmeen criticised for using the word ‘residues’
rather than 'woodchips’; it is residues in the bdesa sense - nothing could be further from the
truth. The Government is not walking away fromtthaThe Government has a view, in
consultation with Forestry Tasmania, that with thieovation, the energy, the access to private
capital and the like, the private sector has tipac#y and, | might say, the interest to be invdlve
through the expressions-of-interest process, wiitilbe commencing soon, to be involved in the
solution to that.

Bear in mind, that when Triabunna was developedymgaars ago, it was developed by
people in the processing sector, the sawmillingasseavho saw this emerging opportunity with
woodchip exports, but that there was not the expapacity from the south. From what | can
recall, the private sector, through its own innawat developed Triabunna. With Triabunna
being taken out of the equation through all thecpesses that happened, the viability of the
Southern Forest has been severely jeopardisedceH#re contribution - call it a subsidy, if you
wish - for south-north transport freight of abo@0300 tonnes, probably a little less, of forest
residues that arising from sawmill activity. Theogessing residues is a different matter. The
Government has the view that, through an expressiomterest, the private sector has the
capacity and the will to be involved in that oppoity.

As to Macquarie Wharf, | share Tania's view - iaigvorking port. However, there has also
been some misreporting on the back of my minidtsteement where | said, 'A solution to the
southern residues challenges needs to be founddplé said, 'You are walking away from
woodchips." Residues can be used, as they aradcitbe world, for a whole range of downstream
value-adding processes. It might not be that vezirie export the whole of the residues from the
south as woodchips. However, in the event ther@ wvgoodchip export capacity at Macquarie
Wharf, we made it very clear there will not no wobigh pile on the wharf. The chipping will
occur off-site, and there will be some small steragpacity undercover, no woodchip pile on the
site. We need to get a solution to the value-agldivhether it be export or pellet production or
biomass.

Before and after my announcement about this E@rtethas been significant interest. Again,
my office stays right away from anything to do wphkople who want to come and talk about
specifically their suggested solution to the resglproblem from the south. The EOI will have
that complete probity process, where it will begady handled by Treasury and the Department
of State Growth. That process will be informedHorestry Tasmania because of its expertise,
but it will not be leading the process.

Mr FINCH - | believe that subsidy for residues concludethatend of June. Will that be
reactivated or continued?

Mr HARRISS - The subsidy which was provided under the TFAcbatted in October last
year. So Forestry Tasmania has been funding tlaght export south-north from their
borrowings. So there is a hit to the bottom lineterms of Forestry's effort because, again,
without getting the residues out of the south,stvethern forest industry is not viable.

Mr FINCH - Will Forestry Tasmania maintain that subsidyilumsolution is found?
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Mr HARRISS - We have said that it needs to be phased outighra proper and considered
process. | am trying to find the exact words fnmiy ministerial statement.

CHAIR - Minister, | have a big argument, and always hhee, with that subsidy, not
because | think it was not necessary, but becawsasionly to Forestry Tasmania for its southern
forests. Many private foresters have not had shasidy available to them. We have forests all
around the south and the middle of the island wfaesters, and | am sure | have said this to you
before, are not even harvesting because they hatveng to do with the residue because they
cannot afford, personally, to ship it north.

If there were to be a subsidy, | believe it oughtbe across the board. That is not the
solution. The solution is a southern export fagili guess, if there are going to be woodchip
exports from this area.

Could you go into a bit more detail about this egsions of interest process? When is it
likely to happen? Who is running it? When iskely to conclude?

Mr HARRISS- The EOI will be conducted by Treasury and thep&ement of State
Growth - this unit - and informed by Forestry Tasima We would hope to have advertisements

in both local and national press by the end of Jtrtbe worst. That is when the process will be
starting.

Your observation about the challenge to other thablic native forest activity is spot on
because you would not harvest any forest in théhseithout the mincemeat component having a
market. That again highlights the real hit toithgustry of Triabunna being taken out.

CHAIR - Yes, we know that but what we want is a solutmoinister.

Mr HARRISS - The EOI is the solution.

Mr FINCH - Will the subsidy continue until the results betEOI - the subsidy from the
southern forest up to -

CHAIR - It is finished. It finished last October, armgte is no subsidy any more.

Mr HARRISS - Forestry Tasmania has the subsidy.

CHAIR - Forestry Tasmania is funding it itself. It isnfling its own operation; it is not a
subsidy. It is funding the travel component in H#ane way as it funds its other operations, as |
understand it

Mr HARRISS - Yes, but is that an economic proposition?

CHAIR - No, I do not think it is economic propositioifhat is why | am saying we need a
solution here. It is not a subsidy - nobody isssding it - what is happening is that it is an axtr

cost to Forestry Tasmania.

Mr HARRISS - | am confirming what | said a moment ago, itae& be phased out. That
is why we need solutions for the southern residunefyding private, whether they be plantations.
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Forico, for instance, has what | would refer taagranded asset in the south-east of Tasmania. It
purchased part of the Gunns estate - probably dbrvary much in the scheme of things - but
unless there is an export facility for Forico's wobips, it is are not going to harvest them. It
would be subeconomic.

Mr DEAN - On the subsidy, it is to transport the residwethé north of the state. The trucks
doing that are backloading radiata pine to thelsofithe state -

Mr HARRISS - Some of them.

Mr DEAN - Some of them. What is the position there? Vdasstibsidy simply to cover the
trucks transporting to the north and then no loadkB What is the position of the trucks
backloading radiata pine? Is the subsidy less?

CHAIR - There is no subsidy anymore.

Mr DEAN - No, when it was operating and how it is curreriging operated by Forestry
Tasmania. It is subsidising it in a way.

CHAIR - This is extra cost. The subsidy was to makihefextra costs.

Mr DEAN - But they are paying for the private contractotsoviransport the timber to the
north of the state. Some are not backloading antksare, so what is the position there, minister?

Mr HARRISS - And some goes by rail, some goes by road. thasnet effect, so it is only
what the shortfall is in terms of the effort. Walbackloading effort, it is factored in.

Mr VALENTINE - The stuff that goes by rail, is that just flied? What format is it in?
Mr HARRISS - It all goes in the round and is chipped at Bel}.

Mr VALENTINE - That is the whole logs. We are talking aboudidee. Harvesting
residues are 30 per cent of the tree, are they mb& are going by rail?

Mr HARRISS - No, there is a mix. Logs in the round go bydr@s well. The harvesting
residues -

Mr VALENTINE - | am talking about residues, not logs in thenchu
Mr HARRISS - But they are the residues from the sawlog y&e taut.
CHAIR - Are they chipped here?

Mr HARRISS - No. They are chipped at Bell Bay.

Mr VALENTINE - Are you talking about Ta Ann's veneer operation?

MsWELLS - No, we are talking about harvesting residuese-kitanches and smaller logs
are not sawlogs.
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Mr HARRISS - They are all termed 'residue’ as a processeofiaitest operation.

Mr FINCH - Can we get some idea, minister, of what that bas been, and ongoing what
that is costing Forestry Tasmania?

Mr HARRISS - It has been up to $5 million a year - that was TFA funding. We would
have to get some figures for you about what itlheeen since Forestry Tasmania has been funding
it.

Mr EVANS - We would need to take that on notice.

Mr FINCH - And probably projected until you get the exprass of interest sorted out and
a solution, what that ongoing cost is to Forestgmania.

Mr HARRISS - We will take it on notice and probably give d you in December, if you
like.

CHAIR - There is a bigger issue than that. Sawmillsjrietance, are all getting huge piles
of residue and woodchip because there is nowher fo go. We have seen in the past where
Mr Kelly's sawmill exploded in the fire. Sawmilkhiould not have that kind of stockpile. Other
people are not cutting because they do not havace for the residue. Do we have an estimated
time when the expression of interest might finish?

Mr HARRISS- | am thinking about conversations to inform thecess having been
presented to Cabinet and agreed upon.

CHAIR - So you are going to advertise at the end of Jurtteyou do not yet Cabinet
approval?

Mr HARRISS - No, in what the process will be and whether ¢hare iterations of that,
whether there are various stages. Let me takeothattice, if | can, Chair.

CHAIR - Do | need to urge you to get on with it?

Mr HARRISS - No, you do not because | understand the urgeh@yresolution, just as |
have understood that from the day we came into rgovent.

CHAIR - Exactly, and we had this conversation last yeare or less. The answer in the
end was, 'We need to do a review of FT. So wewall until that is finished before we start on
the residue question. | sort of understand that da not understand why there are not processes
that can happen concurrently, why everything hdsetongitudinal. Time marches on. All these
people are sitting here losing money as a rediie economy is suffering as a result. We are not
rebuilding this forest industry that we keep tatkabout rebuilding.

Mr HARRISS - An industry and a reputation takes years to ldgvand a breath to destroy.
Unfortunately, and quite tragically, that is whappbened. The industry was decimated for a
whole range of influence. That is one of the tchge of this pillar industry to the state's
economy. Part of that process to rebuilding, ware$try Tasmania and TasPorts conducting an
assessment of various port options in the south.
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Mr DEAN - The opposition to it, and it seems to be mingoagition - the Greens' position -
is the reason we are peddling water, rather th&tmgeon with it?

Mr HARRISS - Be assured | will not be dodging around any Gresticism of the forest
industry in appeasement because we have to findigos$ to the substantial challenges we have
to rebuild the industry. There are componentshef industry which are growing. There is a
challenge for us to rebuild. Public native foregort. Growth might not mean more volume. It
could embrace a range of things in regard to dityers

Mr DEAN - That is good to hear. | would hate to think yeould slow the process right
down to a residue situation simply because of dipgiosition, which does not to seem to be that
great.

Mr HARRISS - | think you would quickly remind me if that wHe case.

Mr VALENTINE - | have a couple of questions from the membeAmdley. She asks a
guestion in relation to Dorset renewable industimethe north-east. Can the minister provide an
update on the current situation with the redevelepnof the Ling Siding site, former French
Pine/Auspine site?

Mr HARRISS - | am not aware of the detail, Rob, of the depeient of the site. | am
aware that both Huon and Dorset have had projbetg have wanted to advance with regard to
biofuels possibilities.

Mr VALENTINE - She asks a question about that too so if you teago with that, that is
fine.

Mr HARRISS - It fits in with the Dorset Renewable Industryofect and the Ling Siding
that has now been handed over to the DRI.

CHAIR - Federal money, they bought it for them, basjcallhey received that grant they
had been applying for.

Mr EVANS - My understanding, minister, is that the federalding has been received.
They are cleaning up the site and getting it innesit ready, so things are moving.

Mr HARRISS - | think there is an operator already in therthvai transport effort.

Mr VALENTINE - The other question was the Tasmanian Energyegtrapage 240 in the
Budget. It has embedded in it the developmentiafubls in the Huon and Dorset. | ask the
minister for his comment on the future of this paog in Dorset.

Mr HARRISS - That will be for those communities to develophere has been a focus in
the past by those two communities on biofuels lomt winding that $200 000 into the Tasmanian
Energy Strategy and you will see the footnote ogep240 indicates that Huon and Dorset are
now part of that strategy.

There has been some work that the department asuralertaking with regard to residues

opportunities. While we have seen up to now th@0$200 department of Industry and/ or local
government, on a dollar for dollar basis, to buildthe work of the biofuels which has already
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been undertaking in Dorset and Huon. It could k= e move the focus from just biofuels to
more the bioenergy opportunity rather than those cammunities focusing on biofuels. That is
the work which is being done by the department@add Herberg has been heading that work.

CHAIR - May we go to the Administerial Advisory Counpiease. Update, the number of
meetings, number of projects that they are workingwhat projects they are working on. We
were talking originally about some groups comirgir that working on specific projects. It has
been how long since you set it up?

Mr HARRISS - August last year.

CHAIR - | was thinking it was pushing towards a yeamso should have it in an annual
report nearly.

Minister, | welcome the groups from Elizabeth Cgdevho have just come in.

Mr HARRISS - | am trying to count the number of meetingghihk we have had four and
the fifth one is Friday of next week. There isogUs at the moment with the sub committee
specifically addressing their mind to the specmdces management plan development, a really
important component of the work. That has to bemleted within three years from the time of
the legislation.

At our third meeting we had a thorough brainstogroh how members of the committee saw
the forest industry in the future, how it might kolmom their industry representative perspective.

CHAIR - 1 would love to see the minutes, minister.

Mr HARRISS - After that, the Treasurer and | decided uponttioeough review of Forestry
Tasmania. So until the model for Forestry Tasmanihe future is finally decided, all of those
aspirations are still part of the mix in informinge, and thereby the Government, where we take
all of this. The review was plugged in at the aftér that meeting so the members of the council
were understanding that needed to cool for a hthde the review of Forestry Tasmania gave us
some more outline as to the future model.

You are aware of the make up of the Ministerial &dvy Council representative of the
industry providing input as to the RFA review, paftthe residues solution study, for all that
embraces, not just export capacity off MacquarieavthWe have provided funding in the 2015-
16 financial year of a bit over $900 000 to faaikt the work of the Ministerial Advisory Council.

CHAIR - Where does that sit?

Mr TAY - That is funding from the TFA. It is carried forwdar

Mr VALENTINE - Is it federal money?

MsWELLS- It is a combination of what is remaining from thate and federal funding.

CHAIR - Again, can you see how we do not have infornm&tio

Mr HARRISS - | was going to mention that. Your point is welade.
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CHAIR - It would be good if that was brought together tis next year so we have some
idea.

Mr VALENTINE - We did spend a bit of time on these issues.

CHAIR - Yes, but | have not seen where there is funfiinghe MAC. Somewhere in the
budget papers it is hidden but it would be helgfule could have that.

Mr TAY - Chapter 3 Finance-General of the budget papersah@se-line item about the
Tasmanian forestry agreement remaining funding.

Mr VALENTINE - What page?
Mr TAY - Page 51.
CHAIR - But it does not say what it is going to be spEnt

Mr TAY - No, but globally it gives you the picture, to ycearlier question, | was making
the point that it is all over, in different places, | am just pointing this one out in particular.

CHAIR - Thank you.

MsWELLS- On page 54 the notes with that indicate thatfibiscompleting delivery of the
Tasmanian administered programs, including the $timial Advisory Council, residues and
special species studies and support for affectedker®. It gives a broad overview but not the
actual breakdown.

CHAIR - Good.

Mr HARRISS - | have covered the points that | wanted to noemti

CHAIR - I understand why you had to do the Forestry Teasanreview and how that was
integral to a whole lot of stuff, including residumaybe. | cannot understand why the Ministerial
Advisory Council might not at the same time thoulga looking at something like the
development of biochar, which has nothing to ddwdbrestry Tasmania. There are other ways
of developing the industry, which is what the adwscouncil was for, to give you advice.

Mr HARRISS - True and that work | alluded to a moment ageyrehis a body of work
which is on foot as to residues solutions withia ttepartment. That work will be presented to
the MAC to then help progress some of those salstiorou are right, biochar is one.

CHAIR - Itis just one little one, | know. There ars,y@u say, a whole range.

Mr HARRISS - That is one.

CHAIR - It is small.

Mr HARRISS- It is small-scale biomass. People keep talkafput generation of
electricity. It most likely would be thermal engrgeneration, not electricity. The renewable
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energy credits are an important component of thhatdke any use of biomass for electricity, and
there might be a gap in terms of thermal energyreff

CHAIR - Are you lobbying the Federal Government on tisgue? They seem to be
hesitating about including native forest in theenwal energy credit.

Mr HARRISS - No, that passed the Federal Parliament maybeek amgo yesterday, or
maybe two weeks ago.

CHAIR - The lower House?
Mr HARRISS - The lower House.
CHAIR - We have some Tasmanian senators though.

Mr HARRISS - | have not personally lobbied as to what theghhsupport. We understand
there is some solid support from unaligned sendtarshe legislation to pass. The renewable
energy credits are an very important component akenviable the combustion of native forest
residues for generation of energy, not necessalaistrical energy.

CHAIR - | am aware of a couple of industries, and yaiaware of many more no doubt,
that would say if those renewable energy creditseeveeailable to them they would change from
the energy sources they are using now to usingdssm

Mr HARRISS - As compared to, in some cases, coal fire, wlughtributes in a major
detrimental way to the environment.

We are talking about tens of millions of dollars li#nefit to some of these industries to
which you refer. There is significant interest.

CHAIR - This list that the MAC is working on, or depadnts are working on to inform the
MAC, when are you likely to get some informatiordamhen are we likely to see something - we
the general public, not just the Parliament?

Ms WELLS - As the minister has mentioned, there is a residiolutions project which is
underway, which is federally funded. For stagefXhat residues solutions project there is a
report that is now available on our website. It past recently come up onto our website.
Stage 2 of that project is underway, which lookgh& recommendations from stage 1 and is
providing a more detailed modelling exercise onheatthe four to six areas that the stage 1
report has indicated are worthy of -

CHAIR - That is quite separate from the expressionsntdrest for the southern wood
residues -

MsWELLS- Yes, it is a separate project although the ouefrom stage 1 and the work
of stage 2 will be useful in informing the express of interest process. The stage 2 work has
commenced and we are expecting a report from adpeut July this year.

CHAIR - Again, that will be publicly available, if thne is publicly available?
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MsSWELLS- Yes.
CHAIR - Would you send us the link to that or get tlegotart to us? | would like to see it.
So the ministerial advisory council is working wed it?

Mr HARRISS - Yes. The input from members is most valuable they, like me, are keen
on getting outcomes. We have no choice and ortbasie most significant components is, as
Penny has just mentioned, the residues study dnbadlis going on there. You would also be
aware, from a recent announcement, that the Fe@atrnment has provided funding to the
University of Tasmania for - not so much a contirarabut -

CHAIR - A new version.

Mr HARRISS- Yes, and the multiplier effect of that with irelty contribution to the
research effort. It recognises Tasmania's sigmficcontribution over decades in research
capacity to inform the forest industry around Aab#.

CHAIR - It is really good news because we would haveddst of knowledge had that not
been re-funded.

Mr HARRISS - It is. It was $3.6 million from the Federal Gomament.

CHAIR - It was more wasn't it?

MsWELLS- I think it is $14 million altogether when you loak all the partnerships.
CHAIR - That secures that program for a number of yégmgsume.

MsSWELLS - Five.

CHAIR - That is really good news. | have one last qoestn forestry and that is Private
Forests Tasmania. | see that you have funded fHa&t has been funded again, it is continuing
funding? | am very pleased to see that, minidteit, could we have an update on what is
happening with Private Forests Tasmania?

Mr FISK - PFT has needed to go through a considerablsftiamation over the last five or
six years and we have largely achieved that. We liwnsized considerably. Much of that
really was driven by the need to ensure that we ddihancially sustainable model that still
delivered valuable services to private forest owner am very comfortable now that we have
achieved that model and that we are financiallyassoable. It is difficult in an organisation when
you get round seven to eight people, scatteredsadie state, to make sure that you are really
continuing to add some valuable services to theapiforestry sector.

We have two major activities. One is looking todfiand work with other people on the
opportunities for the use of the private foresatst You have to remember the private forest
estate is comprised of a very significant plantatstate that is largely owned by the investment
companies and the industrials. Then the non-imigorest estate, which is largely the native
forest estate, is owned by thousands and thousanidslividuals. They are very different areas
and very different challenges.
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Certainly all the talk that we have had to dateesidues is a significant challenge across the
entire sector. It crossed tenure boundaries, oisiyo We are putting a lot of work into working
with others on looking for opportunities in thaesp. There are plenty of opportunities starting to
come up. The expression of interest process wipkefully tease out some realistic opportunities
where we can look to be adding value to that proawithin the state, even if we have some
short-term solutions, where we have a place wheream export it.

The other major focus of PFT now is the expansiaihe private forest estate. The reality is
that the only place where we can further grow tétate is on cleared agricultural land. In that
space we have the residues of the MIS era thatave to contend with, but we need to push
through that. What we are really focusing on nevam agroforestry program that looks to the
integration of more trees into the agriculturaldacape. Rather than seeing plantations and wood
lots as something that is quarantined on a paatiquart of a farm, often in the poorer areas of the
property, we are looking at ways to encourage nfareners to integrate trees into their
agricultural systems. There is a lot of anecdet@ience around that that tells of the great value
that trees sensibly and sensitively integrated aggaculture can add to agricultural production.

My belief is that the anecdotal evidence has noiedm good enough job. There is still huge
capacity or huge potential to have a greater faststte that is going to feed into industry that ca
also add value to the agricultural programs.

Our agroforestry program - and we received soméiaddl funding for that out of the 2050
agrivision project - is looking to quantify the aat dollar terms of the impact of trees that have
already, on some case study properties, been ateshmto agricultural systems, across a range of
systems, whether it be irrigation or fat lambs airging, et cetera.

| am engaging with both the university and the G3IRecause the information that we
collect has to be transferable and has to be ratmientific information. We are working with
both Professor Hunt at the university and Daniehtfeam at CSIRO, who both have great skills
in this space.

CHAIR — And Sense-T?

Mr FISK - Things like Sense-T will have a role when wetdt@oking at, for example, what
the impact of shelter is on the distribution ofgation water around pivot irrigators and so on. |
am finalising the contract for that project now lwithe university, and that will be a three-year
contract. We will have that signed and ready tostagting our project by 1 July. The major
objective in that is, what | believe, we see themi/win for agriculture and forestry. We have
an enhancement of agricultural production, diveraifon of farm incomes and those sorts of
things, but we also end up with an expanded fasisite.

Mr HARRISS - That is a $350 000 appropriation to Private Bbiieasmania over the four
years to work through that expanded production cpaf farms, as Tom has said.

Mr FISK - | believe that with a small organisation, if wperate at that level, with a small
group of people who are really dedicated, we caoclttidhe lives of a lot more people than just the
old traditional extension models of one-on-one esi@n which is the way PFT operated in the
early days.
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CHAIR - Thank you. | know you have been largely respgmeador the transformation of
PFT. You have done a good job particularly as lyaue managed to persuade the Government
they should continue to fund it under the new regilmecause it can provide, as you say, great
economic benefit to the state.

Thank you, minister, for that.

| have to ask you a question for the member forléyps Given the positive skyline at the
Scamander project on the east coast which is walded restoration of former pine plantations,
they were plantations that had been allowed tonegge, will the minister and the Government
consider other areas in Tasmania that could suittiyssndertake a project like this?

Mr HARRISS - | am aware of the work by Mr Dudley and | hapeleen recently with the
member for Apsley - last Thursday, | think it wdsunderstand a number of, may be some of this
committee, have been to one of the sites -

CHAIR - Indeed.

Mr HARRISS - Mr Dudley has been involved in. He has a conuaéfe view about forest
management, of restoration and the like, but net jhe Government but certainly Forestry
Tasmania in its management of public native forisstgell aware of the need to in a rigorous way
best practice in terms of restoration, regeneratidhe location to which you refer, on behalf of
Tania, is not the only area of the state where lgebpave a view and a commitment to higher
yield from our forests. Forestry Tasmania is alsvinpking at ways of maximising that.

CHAIR - Okay, you are talking about Forestry Tasmania@sosed to the Government.
Was this a Forestry Tasmania project?

Mr HARRISS - No.
CHAIR - It was not funded by the Forestry Tasmania.

Mr HARRISS - No this was, | think, federally funded throughtural resource management
programs and Mr Dudley was able to secure funds.

CHAIR - He and his volunteers are doing a wonderful job.
Mr HARRISS - Yes.

CHAIR - Her question was: is the Government interestehis kind of project, and are you
prepared to put your resources behind it? | tisnkhat the question was.

Mr HARRISS - Always interested; limited resources.
CHAIR - Thank you.
4.2 Mineral resour ces -

CHAIR - Mrs Armitage would you like to start? It was thember for Apsley who had the
front running on this and she is not here but hasrgus extensive questions.
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MrsARMITAGE - I will go to my own question.
CHAIR - You can go to your own questions.

Mr HARRISS - Brett Stewart, Director of Mineral Resources Tasiais joining us at the
table

Mrs ARMITAGE - An article in theAdvocate on 3 June revealed that just $4.5 million was
spent in the March quarter on Tasmanian mineraloeafion. This was the lowest amount spent
for several years. What is the Government doingelb Tasmania globally and nationally as a
place for companies to do mineral exploration amuimg development?

[12.30 p.m.]

Mr HARRISS - Let me first of all go to the report that youvbareferred to in the press.
Exploration around the nation has seen a decliné,sarprisingly because of the challenged
commodity prices. | suspect members are prettyewhthe steep decline in the price for iron
ore particularly coming off an amazing high backabout 2012 or 2013 of north of $150 a tonne,
to back in April this year around $US47 a tonnetebounded a bit in the last few weeks to about
$64 a tonne. So there is a slight improvementt dduthe back of that, not just in iron ore, but
most, if not all metals, there has been a decline.

The exploration quantum has been falling aroundchtiteon. Notwithstanding that Tasmania
has declined in concert with the rest of the natour share of the national effort has been holding
up. In relative terms, Tasmania has still beenthose in the industry have still been - exergsin
guite some optimism about the possibilities forfiltere. There is that global national issue - our
share. Brett, we could go to the other matterciwRosemary has questions on -

Mrs ARMITAGE - What is the Government doing? | notice that2@& May in your
statement you said, 'We are investing in promofiagmania nationally and internationally to
prospective mineral exploration and mining compsutfgough targeted strategic marketing.' |
am wondering what you are actually doing.

Mr HARRISS - Yes. | did touch on a couple of those in myropg remarks about what
happens onshore both in Tasmania and nationalyill get Brett to talk about both the national
effort and the international effort, because isignificant in terms of attracting investment to
Tasmania.

Mr STEWART - Thanks, minister. There are actually two gehesanponents to what we
do. The first one is essentially collecting newadand updating existing data. The minister has
touched on some of the things that we have beamgddong those lines with the 3D model, the
continuation of mapping, updating our data andimgit onto the national portal.

MrsARMITAGE - Is that part of the Tiger data management syatem
Mr STEWART - The Tiger system is our own system, but we ase/ mvorking on

integrating that with the national system, and atgegrating that with the list. You would be
aware of the developments with the list.
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The other general component, once we have the gedata and the updated data, is to
promote. The minister has referred to a few thitigg we have done. Within the state we
support the Tasmanian Mineral and Energy Councihference. We also attend other
geoscientific gatherings within the state. We radt@ational conferences, including the major
mining conference in Brisbane each year. We aiemaded a new conference in Melbourne last
year in conjunction with Codes at the UniversityTasmania. We worked very closely with
Bruce Gemmell and his team down at Codes in joiattgnding promotional events. We are a
small jurisdiction, we have limited resources, soteam up to gain some efficiencies there.

We also attend a couple of international events gaar, one in China and one in Canada.
The Canadian one is the largest mining conferendée world. We attended that in February
along with the Australian Minerals Group, whichessentially all of the state jurisdictions, plus
the federal Geoscience Australia organisation. t¥den up and have a pavilion there, which is a
really efficient way of doing it. We are contingitio collect the data, update the data and then
promote it.

Mrs ARMITAGE - How long before you expect the investment wiltkpup to do with
mining in the state, or mining development? Dohage any indication at all of improvement on
the horizon?

Mr HARRISS- We have had. | mentioned ABX, the Australianuwbte project at
Campbelltown - just to remind you, the first newukide mine in Australia for over 30 years. Not
insignificant when you think about that being afoefout of Tasmania.

CHAIR - How big will that be, though? Is it a little n@?

Mr STEWART - Medium size.

Mr HARRISS - That company has identified other bauxite resesiin the north. Once that
project concludes -

Mr VALENTINE - In fact, the north-east, isn't it?

Mr HARRISS - then there is capacity to move to other aré&éess.

CHAIR - Is it a significant resource or a small reso@rce

Mr STEWART - They hold eight or nine exploration licenceswasdl as a mining lease.
They are looking to progressively expand into tireg&l Valley, around the central north around
the Westbury area, and also over in the Scottsatele. It will be in several regions feeding into
one stockpile and grading the resource that way.tetms of scale it is not a Mt Lyell or a
Rosebery; it is a medium-sized mine. It is a yamiche mine and a lot of the more recent
developments in Tasmanian have been along thoss. liinstead of having your huge long
running mines they are more in your niche style.

CHAIR - Is there a good market for it?

Mr STEWART - Yes.
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Mr HARRISS - Prices are good. That goes to Rosemary's gueshiout the pick up of the
industry.

MrsARMITAGE - And the west coast particularly as well?

Mr HARRISS - | only mention bauxite because that clearly ¢atlkks that there are peaks
and troughs at the moment. The opportunity forxidaus good. When the Avery Nickel Mine -
and it is still under consideration for purchaseayVestern Australian company. When they
signed up to purchase that nickel prices were highey have now declined a little. They will
still proceed with the purchase, that is theirmtiten, but when they will start operation is a raatt
for the marketplace to help them decide. Thahésdyclical nature and the peaks and troughs of
the industry.

We have on the horizon an iron ore project in tlethawest of the state, which has
significant potential and good quality ore to comé. Notwithstanding that, Copper Mines of
Tasmania at Mt Lyell have been on care and mainmnaince the middle of last year. They
have been continuing in their exploration effortldrave proved up significant ore bodies for that
particular project.

MrsARMITAGE - The west coast is still struggling obviously?

Mr HARRISS - There are some challenges, but ditto with thied gane, Unity Mining, at
Henty. They have years and years of extra prodoiaiut of that mine than anybody predicted
some years ago. Again, they have just enteredantont venture arrangement with a drilling
company to provide capital into the company to icaw# the exploration effort with the likelihood
of again proving up extra gold deposits in thater® are green shoots, but a lot of it attaches
itself to the commaodity prices.

MrsARMITAGE - They might need a bit of watering.

Mr HARRISS - There is plenty of that on the west coast. hdoknow if Brett wanted to
add anything.

Mr STEWART - The only point | would add is that with our séits - our exploration
expenditure statistics and our employment stasistid think it is important to recognise that
although it may be seen as though we are entertngugh, we are actually coming off a boom.
The figures in both of those areas have droppedihey have dropped to pre-boom levels. That
is an important point to consider.

CHAIR - We were able to operate before boom.

Mr STEWART - Yes.

Mrs ARMITAGE - It was $34.1 million in the previous year, ahér $40.8 million in the
year before to the end of March 2013. We have mkdpconsiderably now that we are at
$21.7 million.

Mr HARRISS - Is that the exploration effort?
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Mr STEWART - Yes. If we look pre-2005, we are looking at figauad between$4 million
and $12 million a year. We are still above that.

MrsARMITAGE - We have had good years, so obviously it is worse
Mr HARRISS - Our percentage share of the national efforbigihg above.

Mr DEAN - | have received advice that bauxite quality friira Campbell Town site is not
good, and that markets at this stage are stilltopresble. Is that advice wrong? It came from a
mining person. Are we aware of the quality of baeixite, minister? Are the markets actually in
place? As | understand it, a test shipment hagvert been delivered at this stage.

Mr HARRISS - Brett monitors that. In terms of the applicatjorocess for an exploration
licence in a mining lease, any prospective compamgquired to prove its capital contribution
and its likely markets. Brett, are you aware ofthimg in terms of quality of the bauxite, as Ivan
mentioned?

Mr STEWART - | am certainly not aware of that issue.

Mr DEAN - All bauxite has iron in it. | was told that thauxite from the Campbell Town
mine was too high in iron.

Mr STEWART - As | said, | am not aware of any specific issuethaf nature. We do keep
in pretty close contact with them. | am not sayiinig not the case, but we are not aware of any
specific issues.

Mr DEAN - Minister, obviously the state is very confidemtrér As | understand it, some
works have taken place at Conara on TasRail andatlithe Bell Bay at the delivery end of where
the bauxite is going to be shipped out. Is thght? Are we aware of whether those
developments with TasRail have occurred? If teatd, one would have thought the state would
be in a strong position at this stage to say whdtiebauxite is good quality and whether there is
a market?

Mr EVANS - That is a matter for TasRail. My understandinghiat is the case. It has
agreements to transport the product.

Mr DEAN - The bauxite. Where is it going to?

Mr EVANS - Bell Bay, | assume.

Mr DEAN - | know it is going to Bell Bay. Where is the [au9 Is it Queensland?
Mr STEWART - China.

CHAIR - Do you know that bauxite from northern Austrafmes to Iceland, to its
aluminium smelters? Amazing, is it not? That ieve Iceland gets its bauxite from.

Mr DEAN - Is all of that confirmed? The markets? With ihigastructure obviously being
developed and things happening, has there beenroatibn that all that is in place?
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Mr STEWART - As far as | am aware, there are no significant leraB with the site and
they are heading toward their first shipment. Asid before, it is a niche product. It is notyou
standard bulk-style bauxite deposit. There is afidence in the market and the company is
heading toward their first shipment.

Mr DEAN - | understand it is open-mined?

Mr STEWART - Yes. Itis a very shallow, panelistyle mining wiadney are taking the top
few metres off the surface and returning the afféetrea to paddock.

Mr VALENTINE - There are no environmental issues associated hatf? t

[12.45 p.m.]

Mr STEWART - Obviously there are management issues while the msiroperating that
need to be managed effectively. That is done heanining lease and permit conditions. It is
certainly does not have the same significant og{amm issues such as acid drainage and those
types of issues that we see with other open-cuhderground mines.

Mr DEAN - What are the employment numbers going to be wittéat mine?

Mr STEWART - My understanding is it will be around 40 onceytthave all the areas up
and running. At the moment, they would not be apphing that. Once they have the different
regions up and running concurrently, it should peraximately 40.

Mr VALENTINE - My question is about movement of MRT to Burni@an you give us an
update on progress there? Some believe it is gakinong time. Acknowledging it was a
commitment over four years, it seems nothing hapéiaed to progress the move yet.

Mr HARRISS - Rob is right. The Government's position wag theer the four years of this
Government, MRT, apart from the Core Library at Nogton because it is substantial
component there -

Mr VALENTINE - It is massive, isn't it?

Mr HARRISS - Yes. It has a terrific library of core samptesm all around Tasmania. We
have indicated in the 365-day plan that the movkasimmence in the last quarter of this year.
There are significant matters to be taken into astmot the least of which is people and proper
negotiations and proper processes. That effoltc@thmence in the last quarter of this year.

Mr VALENTINE - Has there been any staff resistance to move?/@amgive us an idea of
that?

Mr HARRISS- That is a process similar to Forestry Tasmanidél opportunities for
relocation and all that sits around that. Nobodly lve forced to move to Burnie. We have made
that public in the past. The Government has a gesition that the relocation will occur because
of the strategic location of Burnie to the minirffpet in Tasmania.

Mr VALENTINE - Do you have a building there yet?
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Mr HARRISS - State Growth has significant opportunities thedewill get Kim to talk
about the building capacity we have in Burnie.

Mr EVANS - The department is reviewing all our accommodafalowing the design of
the new agency and dealing with what has beensomnaaly challenging budget position. It is
public knowledge that we have reduced staffing iigantly over the last 12 months. It makes
good sense we look at our staffing more broadlpsecthe agency. We already have significant
presence on the north-west coast, and it is clyrent plan to consolidate that presence within
Burnie. We already have office accommodation inngand, as part of the discussions to which
the minister alluded with the staff about the ratoan of MRT, we would be taking into account
the accommodation that already exists and buildimgnsolidated State Growth presence on the
north-west.

We think it is really important from the perspeetiof all the regions - north-west and the
north as well - that State Growth has a strongoreai presence. That work is happening as we
speak and it will be a factor in terms of the destd the relocation. We have to undertake
considerable staff consultation and that will comoeein the latter part of this year.

Mr VALENTINE - So that has not happened at this point?

Mr EVANS - There have been a number of conversations wahstaff, but no concrete
discussions around what will happen.

Mr VALENTINE - So you cannot tell us how many people cannotenaad whether they
are going to be paid out?

Mr EVANS - Brett would have a good idea of individuals Huisinot appropriate we talk
about it here. It is not surprising in any worlderthat there will be people who are not going to
be keen to do that. They have personal arrangenétit families, homes and schooling. We
need to take those factors into account. They affict whether staff will ultimately want to
relocate or not. We have to think about that & tbntext of the broader business and making
sure MRT's business continues to function and fonatell. We have some work to do, and that
work will be undertaken in the second part of rear.

Mr VALENTINE - But you obviously cannot give me projected c®sts

Mr EVANS - No, | do not want to speculate around that. \WWeveorking up options and we
will be talking to staff. We will be having disaiens with the Government around what moves
and the pace at which it moves over the next sirthsy with a view to having commenced the
relocation by the end of the year.

Mr VALENTINE - And whether they can be offered employment ethee perhaps?

Mr EVANS - Those will be factors, yes.

Mr DEAN - How many staff are involved?

Mr STEWART - We have approximately 42 staff. Some of thaseadtached to the Core
Library and work there, and the policy states tivdlynot be relocated.
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Mr DEAN - The footnotes identify that the increase in moteymineral resources is to
cover off, in the main, the transfer to Burnie.efdis an indication there of the costs involvéd.
you look at the line item and the footnote on p2§® mineral resources, 2, it talks about a
decrease. That is not true in the mineral reseusitaation. Mineral resources over the next four
years will receive an increase, so | am not quuee svhy that footnote relates to mineral
resources.

Mr EVANS - If | can talk about the Budget, funding was aditadl in last year's Budget
across the forward Estimates consistent with thee@onent's election commitment. That has
been augmented in this current financial year.is Ihot solely for staff relocations, but it is
understood that, in order to move staff, there balsignificant costs. The funding that has been
provided will enable us to commence the relocatamtepting the full realisation of this election
commitment is something that is to take place dutime entire first term of the Government,
bearing in the mind the comments the director hadarabout the Core Library and its associated
staff.

Mr VALENTINE - Have you done a cost-benefit on moving the Qaveary? It is a huge
amount of work.

Mr EVANS - It has been decided not to move the Core Library.
Mr HARRISS - Can | go back to Ivan on that footnote, whicbtfmte was it?

Mr DEAN - | am looking at page 2, which refers to a deaeasd it relates to mineral
resources as well. When you look at the line ifemmineral resources, there is an increase
overall. 1 think it drops off in the third year éithen there is an increase again. There is also a
footnote that refers to the increase for the moven@ Burnie, to cover the cost of that move.
There is a foot note here on that.

Mr EVANS - Can | cut to the chase. | have my manager of Geaasitting behind me who
has just informed me it was a mistake in the bugggiers. It was to have been corrected but it
was not. It was simply an error.

Mr DEAN - Thanks for that.

Mr VALENTINE - Adam Brooks' working group on the west coasty that tracking and
is that something you keep an eye on because M&ihanlved, are they not?

Mr HARRISS - There was a lot of work which Adam facilitated the west coast on the
back of Copper Mines of Tasmania going into cai rmaintenance, particularly that, and to look
at, with community input and a small but hard-wagkicommittee, to identify the employment
opportunities, the investment opportunities, on West coast and that report and the projects
which have flowed from that exercise, threw up sqrgects last year and most of those have
been developed.

Mr EVANS - The working group has now wound up and its job pragisely as the minister
has said. The range of projects that it identiaaed presented to Government, a number of which
were funded, are now in the implementation phaseaumber have been completed but others are
still underway, including walking and cycling trackhich are being managed by the north-west
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office in my agency with Parks, and other projeants ongoing, but we are keeping a very close
oversight of all of the projects to make sure they properly delivered.

Mr VALENTINE - The King Island Scheelite Mine - what is thetisseof that? There was
some confirmatory drilling going on. Is that comiigld? And the Breakwater wall - is there any
further advancement in that?

Mr HARRISS - If | can get Brett to address that point please.

Mr STEWART - The pit was successfully dewatered to the point resh@nfirmatory
drilling could take place. The company is now gsizg those results and doing a piece of work
on feasibility. There is no work towards the esien of the seawall. That is not part of the
current mining plan. The mining plan has changddva times since the first iteration which
included a large extension to the sea wall andxémnsion to the open pit. That has been revised
twice since then and it now does not include thdéresion. It is a much more conservative
project, particularly in how much it would costitoplement. | think the initial project was over
$100 million to implement and the current one isuaid about $30 million. The company is
currently working through the data collected frdmttconfirmatory drilling.

CHAIR - There is an issue about the port being ableatditate the use of larger vessels
which is not just for the mines.

Mr VALENTINE - Breakwater wall. Do we know anything about that

CHAIR - Do you know anything about that? If not frone t8cheelite Mine, from other
users.

Mr HARRISS- | am reflecting on a committee that Ms Tania tRgt chaired in the

Legislative Council a few years which looked at theee major islands. Transport to the islands
and off.

CHAIR - The patrticular issue was that the shipping camhat services King Island was
saying it was going to go into larger vessels.

Mr HARRISS - That is correct
CHAIR - And that they would not be able to handle cattfe¢he island.

Mr HARRISS - | do not have any handle on that at all. | dknbw whether Brett does. It
would be in Rene Hiddings' area of TasPorts.

CHAIR - We would be very happy if you want to do thatileshve ask another question. If
you can get that information, that would be good.

Mr FINCH - Minister, | want to talk about the Fingal Tievad project, the CBM design. To
what extent are you aware of the project and wimatlvement has there been, or anticipated to
be?

Mr HARRISS - | have not had a recent update on that hard pogject. | am aware of it
and some work which they were doing last year.tt®@n give you the detail.
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Mr STEWART - The project is in its initial stages of implentaion. The company was
granted a mining lease and a permit some time ddwy have commenced initial construction
work, access roading, and initial construction woikhe mine portal. It is fair to say that thése
still significant work to do for that project to Wally operational in regard to further resource
work and other associated works with rail and pafifastructure. Our involvement to date has
been in supporting the exploration work, assesamdjrecommending that the minister grant the
mining lease. We continue to work with the comp#mpugh the implementation phase, but at
the moment it is in its relatively initial stages.

Mr FINCH - TasRail would be the preferred method, or maihf the Fingal Valley through
to Bell Bay, if it gets up?

Mr STEWART - That was the indication that the company puivéad to us in their mine
plan.

Mr FINCH - Thanks very much.

Mr VALENTINE - With respect to Shree royalty, how are they gdirHave they started to
pay back yet? Is it something you can tell us?

Mr HARRISS - You are aware that Shree is currently not opegat

Mr VALENTINE - Yes, | am. But there is a royalty, a backldggyt need to address
apparently.

Mr STEWART - | have some notes here on Shree. Shree watedramoyalty deferral for
a period of two years.

Mr VALENTINE - That amount was?

Mr STEWART - It was projected to be approximately $1.8 millito $2 million. Very
early in the piece Shree had issues, not leasthafhabeing the heavy reduction in the iron ore
price, resulting in them going into care and maiatece, and not operating. They produced a few
shipments. Our understanding is that the curremiuat of royalty deferred is approximately
$78 000.

Mr VALENTINE - Did they have to pay that royalty up front beféihey mined, or is it the
other way round?

Mr STEWART - The way a deferral works is that the Treasunmerconjunction with
minister, grants a deferral for royalty that witcaue for a period to be repaid over a subsequent
period. In this case the initial period was twange to be repaid over the following three years.

Mr VALENTINE - Those royalties vary, based on the rise andrfalbompany profit, profits
of the business?

Mr STEWART - That is correct.

Estimates B 55 Wednesday 10 June 2015 - Harriss



UNCORRECTED PROOF | SSUE

Mr VALENTINE - How do we establish the profits of the companyorder to set that
royalty? How do we, as a state government, congelével? Let us face it, many companies can
make their bottom line look pretty sick by the wigy handle their accounting, and | am not
suggesting Shree is doing that - | am not sugggshiat at all. 1 am saying it is a difficult thing
and you might like to explain that to us.

Mr STEWART - Under the legislation, the Mineral Resources édawment Act, there are a
set of regulations which outline in a very presiivip way the way that royalty is to be levied and

certain things can be included in what a compamyataim as a cost against their bottom line.
They are compelled to report that to us and wetdhai.

We also have run some independent audits of tierays

Mr VALENTINE - That is not the AG?

Mr STEWART - No.

Mr VALENTINE - It is a third-party audit.

Mr STEWART - Correct. We also report those figures and waith Treasury along those
lines as well. It is quite a prescriptive systeins relatively complex. We do have a royalty and
audit officer who looks after that pretty much $pland conducts audits of all of the major

operators and some of the smaller ones as well.

Mr VALENTINE - Does the company pay for that audit or is thst s@mething that we
bear?

Mr STEWART - We bear that. That is part of our operatingxos

Mr VALENTINE - In effect it comes off the top of the royaltye$n't it?

Mr STEWART - Companies are also subject to fees; they payarmah they pay other fees
associated with maintaining their tenements. Thera fee component of our revenue and a
royalty component.

Mr VALENTINE - There is a trust fund, isn't there, associated -

Mr HARRISS - Are you talking about rehabilitation?

Mr VALENTINE - Legacy issues and the trust fund, is that soimgtiat is -

Mr HARRISS - Security deposits?

Mr VALENTINE - Yes, is that something that we only have onel fohand companies pay
into, or do you set one up for each company? Hoesdhat operate?

Mr STEWART - There is a dual system. There is a system \bgeait current tenements

have a security deposit levied against them andishi be used to rehabilitate disturbance on
that tenement should the holder default on thdigations.
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We currently hold approximately $55 million in ancbination of cash and bank guarantees.
Under the legislation they cannot be used for angtlother than rehabilitation against those
tenements.

Quite separate to that we have a rehabilitatioab@ndoned mines trust fund that is also set
up under the legislation. We administer that. k&we a committee that makes decisions on
where that money is to be spent on abandoned gadyesites across the state. The committee is
drawn from expertise both within Government, Paddsd Wildlife, EPA and outside of
Government, FT is represented and we have the tiydgsoups, the Tasmanian Minerals and
Energy Council and the Concrete and Crush Aggregatesociation [Cement Concrete and
Aggregates Australia?]. That is a very succegsfagram. It has been running since the early
1990s and has addressed a raft of environmenttyegsues across the state.

CHAIR - Where does the money for that trust fund corom&

Mr STEWART - That is part of our appropriation each year mitbur normal budget but
there is a tangible link between royalty chargediagf companies which goes into consolidated
revenue and funding that program.

Mr VALENTINE - In other words, the trust fund is really fundeddirectly, by the
company.

Mr STEWART - A percentage of it, via consolidated revenue.

Mr VALENTINE - The funds from that can be used, can't theythbyminister for certain
projects and things?

Mr STEWART - The governance structure is via the act by treroittee; the minister does
not have any direct involvement in how that moregpent. | guess, via me, he probably does.
MRT administers that.

Mr VALENTINE - It always has to be on mining-related activity?
Mr HARRISS - Abandoned mine sites.
Mr VALENTINE - It cannot be used for other purposes.

Mr STEWART - We have a set of terms of reference which ofeautline where the money
can be spent and where it cannot be. The comnnsttere to ensure that this takes place.

Mr VALENTINE - | am not suggesting the minister is, please tstded that. | just wanted
to understand what that was about.

Mr DEAN - Just a question on the tailings, minister, and g probably are aware that the
Labor Party in their response to the Budget hawe et they will relax mining royalties on
operations involving the mining of tailings. Thege that as probably a position of cleaning up
the environment. This question is being askedemuest. Would your Government consider
looking at that, considering that position inasmashthe small miners engaged in mining the
tailings are cleaning up the environment and that part of their position as well? Would your
Government consider that, to help and assist tlsesell miners who are making a good
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contribution to the local areas as well? They @ygleople from the local areas and there is
some input from them.

Mr HARRISS - | do not understand at all the thrust of the @ipon’'s announcement. | do
not have any detail where their announcement wadihg in terms of mining opportunities in the
tailings. There are projects already on the wesast which, given an assessment of
commerciality, will proceed. | am thinking of Ran$ at Renison. The assessments will be made
as to the viability of winning metals from the ags. Again, | am struggling because | do not
know exactly where the Opposition was pitchingaitgiouncement. | do not think there is any
detail sitting around it, so | cannot really makey acomparisons as to whether it is a good
proposition or whether it is not.

Mr DEAN - The question comes from a small operator on ththreast coast who has been
in mining tailings for a long time, who is sayingat it would help and assist them to keep their
operations running in the black, as it were, arey tho employ people from the local area. Is it
something that your Government might consider, kngwall of the facts?

Mr HARRISS- There are always opportunities for consideratdnany industry sector
support if it is appropriate. Again, it is not atter that I, nor the Government, has turned our
mind to because there are operations out theradlranderway. | would like to understand
exactly where the Opposition was pitching theirgoand how they think it might work.

Mr DEAN - | do not know, | have not looked at their polickdo not know anything about
their policy, it was just brought to my attentiolt.is something, if a submission were put to you,
that you may consider. Mt Lyell was touched o, what is the prospect of Mt Lyell reopening
now? We spoke to the mayor very recently in Quieswis There is a lot of activity there at the
present time on site, at the mine. That mine apeaing hopefully later this year. Does the
Government have an up-to-date position on whesa#t going and what might happen?

CHAIR - In the media, in the last couple of days it shat there has been a different section
of the ore body discovered.

Mr HARRISS - Yes, and notwithstanding that they have beecasa and maintenance since
last year after the rock fall in the ventilationverand the tragic deaths of three mining employees
there in December and January of the year befdwl Gave been continuing their exploration
effort while on care and maintenance. Only lasursday | met with one of their major
international operators, one of their employeebe Week before that | met with the Mayor, Phil
Vickers, and Jared DeRoss, the mine manager. €partnent has had a number of meetings
with CMT about what opportunities there may beemts of royalty deferrals and other possible
assistance to make it more attractive to get theenuip and running again and off care and
maintenance. They have proved up, through theensike exploration programs, significant
prospects. Copper Mines of Tasmania/Vedanta eullshnot speak for them - are encouraged by
the ore bodies which they have discovered throbghekploration process which they have been
undertaking. The parent company, Vedanta, is gepportive of where the local assessments
have been taking them.

Mr STEWART - Whilst there have been some very positive expion results, | think it is
important not to overstate the expectations, p#gity for the locals. Essentially, it is a
commercial decision for the company. It is positnews that the parent company has endorsed
CMT to do a final feasibility review which they whe undertaking for the remainder of this year.
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We have been doing some work directly with the canyan terms of supporting their efforts and

| think they should be acknowledged for doing ayvgood job at addressing a significant

environmental legacy issue - potential future lggasue, | should add - at the tailings dam. We
supported them by giving them some additional timelo that rather than levying additional

security deposit. We are also assisting them sotine support for analysing their drill core with

our HiLogger and we have accessed some federainfyinal help with that.

There are a number of very positive things hapmebiut | think we just need to be very
measured in our approach to that.

Mr HARRISS - The only thing that | could add is going to admestatement by Vedanta on
4 May where they say their target is to start newetbpment work by October-November with
production operations commencing some 12 monthey #fiat. But, again, Jared DeRoss, the
mine manager, expressed caution, as Brett haslgust, about where it all takes it but they have
that hope.

CHAIR - I think that finishes our questions.

Mr EVANS - | have some briefing notes for the Minister lioirastructure. It does not really
answer the question that you raised but it highdigthat the minister has been in regular
conversation with SeaRoad and the King Island Shiproup and other prospective market
participants. We are confident of working our whyough that but it is a challenging situation
and one that we are committed to resolve to enbatethere is no disruption to shipping on the
island. Itis critical.

CHAIR - Thank you very much. It has been quite a lorgmmg.

Mr HARRISS - Thank you, Chair.

CHAIR - We thank all your staff for their cooperation.

Mr HARRISS - As always, we appreciate the opportunity to ¢retsmised. It is part of the
process, which is a good process introduced 2Gs\agy probably, rather than doing all of this in
the Houses at the time. | am sure you will havensthe quality of people we have from the
Forest Practices Authority with Angus MacNeil stieygpinto the breach and Tom Fisk with
Private Forests, Kim Evans and his department antt Btewart in Mineral Resources.

CHAIR - You have had a bit of a turnover of staff. | amst looking at who you had here
last year. You had Andrew Lacey and James Pirie.

Mr HARRISS - They were just ministerial hangers-on.
CHAIR - You had Kim and Bob and Gary Swain.

Mr HARRISS - High-quality people nonetheless. Thanks veryciméor the committee
scrutiny.

CHAIR - | hope we have made you feel a little challenged
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The committee suspended from 1.20 p.m. to 2.06 p.m.
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