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To: David Richardson/FSq/TreasFin@DTF, Jonathon Bellette/FSa/TreasFin@DTF
cc:

From: Andrew Rayner/FSa/TreasFin
Date: 22/06/2011 10:45:38 AM
Subject: Fw: Triabunna

FY!I as discussed

----- Forwarded by Andrew Rayner/FSa/Treaskin on 22/06/2011 10:45 AM -

Wendy
Sawford/FSq/TreasFin To Andrew Rayner/FSq/TreasFin@DTF
221062011 09:15 AM cc

Subject Fw: Triabunna

EYI - not sure whether you where aware of this as a result of your discussions with SPM

Wendy Sawford
Deputy Secretary, Economic & Financial Policy
Phone: 03 6233 3773

----- Forwarded by Wendy Sawford/FSg/TreasFin on 22/06/2011 09:14 AM -----

Martin
Wallace/FSq/TreasFin To Dale Hickman/FSq/TreasFin@DTF
22/06/2011 08:25 AM cc Nick Merse/FSa/TreasFin@DTF, Sarah

Christopher/FSq/TreasFin@DTF, Wendy Sawford
Subject Re: Triabunnat

Dale

Thanks - | hadnt been aware of this. Presumably we need to remind FT of this and they need to seek
approval from the Minister with a letter from him to the Treasurer asking for her approval?

Wendy - | think the Minute to the Treasurer should note the requirement below and indicate that the
Minister wilt need to seek her approval for this arrangement before the tolling agreement with Aprin

(Fibre Products Tas Pty Ltd?) can take effect.

My understanding is that the sale will proceed on Friday unless Gunns determines that their SoP ¢p
has not been met. | am not sure what the chances of that are, but [ presume there is a back to back
agreement between Aprin and FT which triggers the tolling arrangement?

If anyone disagrees with this approach, or if my understanding is not correct, please let me know.

thanks
Martin

Dale Hickman/FSg/TreasFin

Dale Hickman/FSafTreasFin
To Martin Wallace/FSq/TreasFin@DTF



20/06/2011 05:22 PM c¢ Nick Merse/FSq/TreasFin@DTF, Sarah
Christopher/FSq/TreasFin@DTF
Subject Triabunna

Martin

At the request of Ecopol, we have reviewed the TDR Board Paper in respect to the Aprin/Gunns deal
on Triabunna.,

We noticed that there is a profit sharing component to the arrangement where Aprin and FT share any
upside on prices over that estimated.

Under section 10(6) of the GBE Act, there is a requirement that " ...a GBE must not exercise its
powers to participate in....the sharing of profits unless the Portfolio Minister, after consultation with the
Treasurer, has approved the exercise of that power."

Not sure if this has been taken into account already, but we thought it worthwhile to bring it to your
attention.

Dale




To: Andrew Rayner/FSq/TreasFin@DTF, Jonathon Bellette/FSq/TreasFin@DTF
ce

From: David Richardson/FSq/TreasFin
Date: 17/06/2011 09:27:58 AM
Subject: TD Board decision

Nic Waldron just called. The TD Board approved the recommendation in the paper (ie that a loan be
provided).

Nic will be shortly sending over a covering Minute seeking the Treasurer's approval for the loan by 23
June (the Minister for Economic Development's agreement will alsc be sought at the same time).

Cheers
David



To; Nic Waldron <Nic.Waldron@devefopment.tas.gov.au>

ce: Wendy Sawford/FSq/T reasFin@DTF, Andrew Rayner/FSq/T reasFin@DTF, Jonathon
Bellette/FSq/T reasFin@DTF

From: David Richardson/FSq/TreasFin

Date: 16/06/2011 01:45:05 PM

Subject: [ Re: Treasury's comments on TD Board paper
Hi Nic,
Please find attached a scanned copy of Treasury's comments on the TD Board paper.

Appreciate it if you could arrange for the comments to be circulated at the Board meeting this
afternoon.

Cheers

David
x7214

- 20110616 Advice to DEDTA proposed loan assistance to Fibre Plus.PDFE




Department of Treasury and Finance

The Treasury Building

21 Murray Street, HOBART, Tas 7000
GPO Box 147, HOBART, Tas 7001 Australia Tasmania
Telephone: (03) 6233 3100 Facsimile: (03) 6223 2755

Email; secrelary@treasury.las.govaau  Web: www. lreasury las.gov.au

Mr M Kelleher
Secretary
DEPARTMENT OF ECONOMIC DEVELOPMENT, TOURISM AND THE ARTS

Attention: Nic Waldron

PROPOSED LOAN ASSISTANCE TO FIBRE PLUS (TAS) PTY LTD

| refer to an electronic memorandum of 15 June 2011 from Mr Nic Waldron of your
Department requesting Treasury's comments on a proposal to provide loan assistance of up
to $6 million to the above company under section 35 of the Tasmanian Development

Act 1983. 1 note the very limited time available for Treasury to provide comment.

The proposed loan is being considered at a time of great uncertainty in the Tasmanian
forestry industry.

Based on information provided in the Board paper, the industry has experienced a significant
downturn in recent years. It appears that this downtumn has been driven by a range of factors,
including a decline in demand from Japan and the Australian dollar being at record levels.
However, it is not yet clear whether the downturn is of a cyclical or structural nature.

Gunns Limited is currently undertaking a strategic review of its operations and the
Government has announced that a simitar review will be undertaken of Forestry Tasmania.
Further, the Tasmanian Forests Statement of Principles process remains ongoing and is
likely to have a significant impact on the future operation of the industry.

The paper to the Board states that the continuing operation of the Triabunna wood mill is
crucial to the viability of the local economy of Triabunna and the southern Tasmanian native
forest industry. However, this assertion is not robustly supported by rigorous evidence in the
Board paper.

For example, potential alternative arrangements are outlined in the paper. One potential
alternative, suggested by industry participants, is for in-field chipping operations to be
established as a means of maintaining a viable southern native forest sawmilling industry.
Another alternative is the routing of all sawmill residue and pulp logs from the southern
forests to the woodchip facilities at Bell Bay.



2

Whiist these options would have some marginal increase in costs, the economic impacts of
pursuing these alternatives have not been fully considered and it is therefore unclear whether
the proposed option is the only viable alternative. in addition, it is not clear that the industry
will be viabie on an ongoing basis even if the mill is retained.

I 'note that prior to the acquisition, Gunns Limited temporarily closed the Triabunna mill in
April 2011 due to a lack of market for native forest woodchips. Two other native-forest wood
chipping facilities owned by Gunns, at Bell Bay and Hampshire, have also been closed. |t IS
therefore not clear that a change of ownership, facilitated by the proposed loan, would

The parent company, Aprin Group, has been the recipient of around $2.6 miltion in financial
assistance from the State and Australian Governments since 2007. It has also produced
operating losses over the last four years and is highly geared.

In the paper, DEDTA highlight the importance of this condition in providing adequate security
to make the proposed loan acceptable. However, the draft conditions precedent and other

recommend the proposed loan to the Government, the conditions to the loan should reflect
the intent outlined in the discussion in the Board paper.

I also note that in the event of default, very limited security is available to the Government to
recoup its loan.

Aj//fl%wﬂ/oot
M J Wallace
SECRETARY

[ June 2011

Contact: Andrew Rayner
Phone: 62336732
Our Ref: D/1053 UBIDR




Office of the Premier

Lovel TH I ceative Burding, 15 Murray Street, Hobart TAS

GPO Boos 123, Hobart TAS 7001 Australa

P 461 36233 64 Faw 161 3 6234 1572

Ernail Premiedidnac ias govau Web wharwpremienias govau Ta sman |a

Hon David O'Byrne MP
MINISTER FOR ECONOMIC DEVELOPMENT -5 JUL 201

LOAN ASSISTANCE TO FIBRE PLUS (TAS) PTY LTD

| refer to the request by the Chief Executive officer of Tasmania Development and
Resources, dated 4 July 2011, seeking an assurance from the Government that it would
honour any contractual commitment entered into by Forestry Tasmania with Fibre Plus (Tas}
Pty Ltd in relation to the ongoing operations of the Triabunna wood chip mill. This is in the
context of any possible organisational restructure of Forestry Tasmania.

As you would be aware, Treasury has instigated a strategic review of Forestry Tasmania to
examine the future structures, governance and business models under which Forestry
Tasmania may operate in the new Tasmanian forest industry. | acknowledge that the
outcome of the review may result in some form of organisational restructure of Forestry
Tasmania. That said, any corporate restructure of Forestry Tasmania would not absolve
Forestry Tasmania, or the Government as owners, from any existing commitments, including
any contractual obligations, that have been entered into by Forestry Tasmania as the
previous legal entity.

Accordingly, the Tasmania Development Board should be satisfied that any contractual
commitments entered into by Forestry Tasmania will be honoured. Attached is a draft letter
you may wish to send to the Tasmania Development Board.

Lo

Lara Giddings MP <
Premier
Treasurer



Mr M Kelleher
Chief Executive Officer
TASMANIA DEVELOPMENT AND RESOURCES

LOAN ASSISTANCE TO FIBRE PLUS (TAS) PTY LTD

| refer to your letter of 4 July 2011, seeking an assurance from the Government that it would
honour any contractual commitment entered into by Forestry Tasmania with Fibre Plus (Tas)
Pty Ltd in relation to the ongoing operations of the Triabunna wood chip mill, i

Treasury has instigated a strategic review of Forestry Tasmania to examine the future
structures, governance and business models under which Forestry Tasmania may operate in
the new Tasmanian forest industry. It is acknowledged that the outcome of the review may
resuit in some form of organisational restructure of Forestry Tasmania. That said, any
corporate restructure of Forestry Tasmania would not absolve Forestry Tasmania, or the
Government as owners, from any existing commitments, including any contractual
obligations, that have been entered into by Forestry Tasmania as the previous legal entity.

Accordingly, the Tasmania Development Board should be satisfied that any contractual
commitments entered into by Forestry Tasmania will be honoured.

David O’'Byrne MpP
Minister for Economic Deveiopment




Mr M Kelleher
Chief Executive Officer
TASMANIA DEVELOPMENT AND RESQURCES

LOAN ASSISTANCE TO FIBRE PLUS (TAS) PTY LTD

| refer to your letter of 4 July 2011, seeking an assurance from the Government that it would
honour any contractual commitment entered into by Forestry Tasmania with Fibre Plus (Tas)
Pty Ltd in relation to the ongoing operations of the Triabunna wood chip mill.

Treasury has instigated a strategic review of Forestry Tasmania to examine the future
structures, governance and business models under which Forestry Tasmania may operate in
the new Tasmanian forest industry. it is acknowledged that the outcome of the review may
result in some form of organisational restructure of Forestry Tasmania. That said, any
corporate restructure of Forestry Tasmania would not absolve Forestry Tasmania, or the
Government as owners, from any existing commitments, including any contractual
obligations, that have been entered into by Forestry Tasmania as the previous legal enfity.

Accordingly, the Tasmania Development Board should be satisfied that any contractual
commitments entered into by Forestry Tasmania will be honoured.

David O'Byrne MP
Minister for Economic Development



Office of the Premier

Level 11, Frecutive Bulding. 15 Murray Street, Hobart TAS
GPO Bo 123, Hobart, TAS 7001 Australia

Ph 461 3 6233 3464 Fax +6! 36334 1577
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Hon David O'Byrne MP
MINISTER FOR ECONOMIC DEVELOPMENT -5 JUL 204

LOAN ASSISTANCE TO FIBRE PLUS (TAS) PTY LTD

As you would be aware, Treasury has instigated a strategic review of Forestry Tasmania to
examine the future structures, governance and business models under which Forestry
Tasmania may operate in the new Tasmanian forest industry, | acknowledge that the
outcome of the review may result in some form of organisational restructure of Forestry
Tasmania. That said, any corporate restructure of Forestry Tasmania would not absolve
Forestry Tasmania, or the Government as owners, from any existing commitments, including
any contractual obligations, that have been entered into by Forestry Tasmania as the
previous legal entity,

Accordingly, the Tasmania Development Board should be satisfied that any contractual
commitments entered into by Forestry Tasmania will be honoured. Attached is a draft letter
you may wish to send to the Tasmania Devslopment Board.

Lod

Lara Giddings MP
Premier \
Treasurer




FILE NOTE

DATE: 5 July 2011
SUBJECT: FORESTRY TASMANIA/FIBRE PLUS
FILE NO:

On 5 July 2011 Treasury received a request for advice in relation to a request from
the CEO of TDR, dated 4 July 2011 for an assurance that the government would
honour contractual commitments entered into by Forestry Tasmania to Fibre Plus
(Tas), that enable the purchase of the Triabunna woodchip facility by Fibre Plus. The
request was couched in the context of “a potential inability to meet such
commitments as a result of a possible organisational restructure...”

Advice was received that this letter was required by 3.30pm on 5 July to enable the
TD Board to finalise its consideration of the loan to Fibre Pius.

The request was discussed with the Treasurer at the RWM on 5 July, and a letter
was prepared for the Treasurers signature which effectively noted that such
corporate restructures do not absolve FT or the government as its owner, from
contractual commitments or obligations that may have been entered into by the pre-
existing legal entity.

A copy of this letter is attached.

SECRETARY

11
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Hon David O’'Byrne Mp
MINISTER FOR ECONOMIC DEVELOPMENT

LOAN ASSISTANCE TO FIBRE PLUS (TAS) PTY LTD

examine the future structures, governance and business models under which Forestry
Tasmania may operate in the new Tasmanian forest industry. | acknowledge that the

Forestry Tasmania, or the Government as owners, from any existing commitments, including
any contractual obligations, that have been entered into by Forestry Tasmania as the
previous legal entity.

Accordingly, the Tasmania Development Board should be satisfied that any contractual
commitments entered into by Forestry Tasmania will be honoured. Attached is a draft letter
you may wish to send to the Tasmania Deveiopment Board.

Lara Giddings MP
Premier
Treasurer
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Mr M Kelieher
Chief Executive Officer
TASMANIA DEVELOPMENT AND RESOURCES

LOAN ASSISTANCE TO FIBRE PLUS (TAS) PTY LTD

| refer to your letter of 4 July 2011, seeking an assurance from the Government that it would
honour any contractual commitment entered into by Forestry Tasmania with Fibre Plus (Tas)
Pty Ltd in relation to the ongoing operations of the Triabunna wood chip mill.

Treasury has instigated a strategic review of Forestry Tasmania to examine the future
structures, governance and business models under which Forestry Tasmania may operate in
the new Tasmanian forest industry. it is acknowledged that the outcome of the review may
result in some form of organisational restructure of Forestry Tasmania. That said, any
corporate restructure of Forestry Tasmania would not absolve Forestry Tasmania, or the
Government as owners, from any existing commitments, inciuding any contractual
obligations, that have been entered into by Forestry Tasmania as the previous legal entity.

Accordingly, the Tasmania Development Board should be satisfied that any contractual
commitments entered into by Forestry Tasmania will be honoured.

David O'Byrne MP
Minister for Economic Development




Department of Economic Development, Tourism and the Arts

22 Elizaboth Street, Hobart TAS 7000

GPQ Box 646 Hobart TAS 7001 Australia

Ph (03) 6233 5888 Fax {03} 6233 5800

Email info@dcvel'opmem.tas.gov.au Web Mm.development.tas.gov.au

Hon David O’'Byrne MP

MINISTER FOR ECONOMIC DEVELOPMENT

Dear Minister

As you are aware on 16 June 2011 the Tasmania Development Board (TD Board) considered a

request for loan assistance from Fibre Plys (Tas) to enable purchase of the Triabunna wood chip
facility,

reasons,
The Crown Solicitor has advised officers of the Department of Economic Development, Tourism

and the Arts that the issue of capacity of Forestry Tasmania to meet its obligations and the
obtaining of some form of assurance in this regard are critical,

Accordingly, | would be grateful if You could arrange for the Provision of such adyice on the
Government's behalf as soon as possible,

Yours sincerely

7
Cltow
Mark Kelleher

Chief Executive Officer
Tasmania Development and Resources

A July 201 ]




Hon David O'Byrne MP 15
Minister for Economic Development

Minister for Innovation, Science and Technology
Minister for infrastructure -
Minister for Police and Emergency Management e
Minister for Workplace Relations Tasmanian

Level 9, 15 Murray Street, Hobart Tas 7000 Government

Ph +61 3 6233 8892 Fax +61 3 6233 7663
david.o'byrmne@parliament.tas.gov.au

Wir M Kelleher
Chief Executive Officer
TASMANIAN DEVELOPMENT AND RESOURCES

LOAN ASSISTANCE TO FIBRE PLUS {TAS) PTY LTD
| refer to your letter of 4 July 2011, seeking an assurance from the Government that it would
honour any contractual commitment entered into by Forestry Tasmanian with Fibre Plus

(Tas) Pty Ltd in refation to the ongoing operation of the Triabunna wood chip mill.

Please find attached a letter from the Premier outlining her response to this matter.

David O’Byrne\

Minister for Econdmic Development

This paper is 100% recrcled & =



To: Martin Wal!ace/FSq/TreasFin@DTF

cC: Richard Sulikowski/FSq/T reasFin@DTF
From: Dale Hickman/FSq/TreasFin

Date: 05/07/2011 04:19:14 pPMm

Subject: [  Re:
Martin

Attached as requested:

Praft Response for Minister for Econormic Devslopinent - Loan Assistance trs

Memo to Minister for Econamic Developmert re Loan Assistance tr5
Dale

Martin Wallace/FSq/TreasFin

Martin
Wallace/FSq/TreasFin To Richard Sulikowski
05/07/2011 04:16 PM cc Dale Hickman/FSq/TreasFin@DTE
Subject
Richard or Dale

Could one of you send me, asap, an electonic copy of the letter the Treasurer sent to the Min this
afternoon on the TD Board requriement in relation to approval of the fibre plus sale please?

Thanks Martin

16
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To: Nick Merse

cc

From: Jason O'NeillfFSqg/TreasfFin
Date: 15/07/2011 11:59:10 AM
Subject: Fw: Quick question

FY1 and can you please TRIM with the reply.

Thanks.
----- Forwarded by Jason O'NeillFSg/TreasFin on 15/07/2011 11:59 AM -----
Nic Waldron
<Nic.Waldron@development “Jason.ONelll@treasury.tas.gov.au”
tas.gov.au> To i
-gov. <Jason.ONeill@treasury.tas.gov.au>
15/07/2011 11:30 AM cc
Subject RE: Quick question
Hi Jason,

The department does not have any outstanding loans with Gunns, either via
TDR or the Crown.

Cheers
Nic

————— Original Message-----

From: Jason.ONeill@treasury.tas.gov.au
[mailto:Jason.ONeill@treasury.tas.gov.au]
Sent: Friday, 15 July 2011 11:27 AM

To: Nic Waldron

subject: Quick question

Hi Nic,

We're responding to a very brief constituent email to the Premier which
refers to '"make Gunnsg repay its loans to the State®. I'm agsuming that it
is meant to refer to money owed by CGunns to Forestry Tas. Are you able to
confirm that Gunns doesn't currently have any industry assistance lcans
with the Crown?

Happy to discuss further and thanks.
Jas

Assistant Director

shareholder Policy and Markets Branch
Department of Treasury and Finance
{03) 6233 7920

CONFIDENTTIALITY NOTICE AND DISCLAIMER - The information in this
transmission may be confidential and/or protected by legal professional
privilege, and is intended only for the person or persons to whom it is
addressed. If you are not such a person, You are warned that any
disclogure, copying or dissemination of the informaticn is unauthorised. If
you have received the transmission in error, please advise this Office and
delete all copies of the transmission from your records. No liability is
accepted for any unauthorised use of the information contained in this



18

transmission,

CONFIDENTIALITY NOTICE AND DISCLAIMER

The information in this trangmission may be confidential and/or protected
by legal professionai privilege, and is intended only for the DPerson or
persons to whom it is addressed. If you are not such a person, you are
warned that any disclosure, copying or dissemination of the information is
unauthorised. If you have received the transmission in error, pleasge
immediately contact this Office by telephone, fax or email, to inform us of
the error and to enable arrangements to be made for the destruction of the
transmission, or its return at our cost. No liability is accepted for any
unauthorised use of the information contained in this transmission.

If the transmission contains advice, the advice is based on instructions in
relation to, and ig provided to the addressee in connection with, the
matter mentioned above. Responsgibility is not accepted for reliance upon it
by any other person or for any other purpose,




BRIEFING NOTE

TO: Martin Wallace

ccC: Tony Ferrall

DATE: 19 July 2011

SUBJECT: FORESTRY TASMANIA ~ FINANCIAL IMPACTS TRIABUNNA
FILE NO: D/11300

Closure of Triabunna by Gunns in early April resulted in reduction in actual total
wood volume soid compared to budget of 38% for April 2011 and 47% for May
2011,

Operating loss for April 2011 was $3.4 million and $1.2 million for May 2011.

Forestry Tasmania has advised they have been managing the closure by not
paying contractors for pulpwood and by harvesting coupes with lower pulpwood
volumes. FT has not advised how long this can continue for.

The additional approved borrowings of $20 million are expected to be used in
July, August and September to offset the operating cash shortfall ($6.8m for July,
$3.0m for August and $3.4m for September) and for CAPEX (between $1.0m and
$1.6m a month).

ET has assumed that the $20 million additional borrowings will be converted to
equity in June 2012.

The improvement in the cash position is on the assumption that export chip sales
commence in August 2011,

The superannuation investment has almost been exhausted. Balance at end of
March was $15.5 million with the expected balance at 30 June is to be around
$2.5 million

Net superannuation liability as at 30 June 2011 has been calculated as
$122.4 million. Annual payments of pensions is approx $5 million and growing
due to recent retirements.
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2
* The Corporate Plan includes some of the risks to the budgeted Operating profit
$290 000 including:

o Loss of Gunns Ching sale 800 000 tonnes - profit reduced by
$10.7 million: and

o Export chip sales to Chen Ming not secured — profit reduced by
$4.0 million.

* The Plan assumes total profits from exports to be $9.2 million, and as there is
currently only a small (if any} margin on whole log exports this was reliant on the
success of export chips. YTD May 2011 loss on export sales (of whole logs) was
$94 127 with more favourable exchange rates.

* The Plan also includes the sensitivity of volume reductions on profit:
o Sawlogs — 10% reduction - profit reduction $1.1 mition.
o Domestic Peeler — 10 %, reduction - profit reduction $0.8 million,

o Pulpwood — 10% reduction — profit reduction $2.0 million.

Sarah Christopher
PRINCIPAL BUSINESS ANALYST
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To: Martin Wallace, Tony Ferrall

cc: Sarah Christopher/FSqg/TreasFIn@DTF

From: Richard Sulikowski/F Sg/TreasFin

Date: 19/07/2011 05:16:06 PM

Subject: Brief Forestry Tasmania - Financial Impacts - Triabunna
MartinfTony,

As discussed, Sarah has prepared the attached briefing note on FT's position.

Let me know if you require any further details.

Richard Sulikowski

Director

Shareholder Policy and Markets Branch
Department of Treasury and Finance
21 Murray Street

HOBART TAS 7000

Ph: 03 6233 2600
Fax; 03 6233 2492

- tOMOA34B.Ir5
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BRIEFING NOTE

TO: Martin Wallace
Cc: Tony Ferrall
DATE: 19 July 2011

SUBJECT: FORESTRY TASMANIA — FINANCIAL IMPACTS TRIABUNNA

FILE NO: D/11300

Closure of Triabunna by Gunns in early April resulted in reduction in actual total
wood volume sold compared to budget of 38% for April 2011 and 47% for May
2011,

Operating loss for April 2011 was $3.4 million and $1.2 million for May 2011.

Forestry Tasmania has advised they have been managing the closure by not
paying contractors for pulpwood and by harvesting coupes with lower pulpwood
volumes, FT has not advised how long this can continue for,

The additional approved borrowings of $20 million are expected to be used in
July, August and September fo offset the operating cash shortfall ($6.9m for July,
$3.0m for August and $3.4m for September) and for CAPEX (between $1.0m and
$1.6m a month).

FT has assumed that the $20 million additional borrowings will be converted to
equity in June 2012.

The improvement in the cash position is on the assumption that export chip sales
commence in August 2011,

The superannuation investment has almost been exhausted. Balance at end of
March was $15.5 million with the expected balance at 30 June is to be around
$2.5 million

Net superannuation liability as at 30 June 2011 has been calculated as
$122.4 million. Annual payments of pensions is approx $5 million and growing
due to recent retirements.
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The Corporate Plan includes some of the risks to the budgeted operating profit
$290 000 including:

o Loss of Gunns China sale 800 000 tonnes - profit reduced by
$10.7 million; and

o Export chip sales to Chen Ming not secured — profit reduced by
$4.0 miliion.

The Plan assumes total profits from exports to be $9.2 million, and as there is
currently only a small (if any) margin on whole log exports this was reliant on the
success of export chips. YTD May 2011 loss on export sales (of whole logs) was
$94 127 with more favourable exchange rates.

The Plan also includes the sensitivity of volume reductions on profit:
o Sawlogs — 10% reduction - profit reduction $1.1 million.
o Domestic Peeler — 10 % reduction — profit reduction $0.8 miliion.
o Pulpwood — 10% reduction — profit reduction $2.0 million.

In the absence of a viable alternative to direct chip sales through Triabunna FT
will continue to make large operating and cash losses, which it is unable to
manage beyond the short-term.

Sarah Christopher
PRINCIPAL BUSINESS ANALYST
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TERMS OF REFERENGE
BACKGROUND

The Commonwealth and Tasmanian Governments signed the Tasmanian Forests
Intergovernmental Agreement on 7 August 2011. The Agreement is designed to support the

Clause 22 of the Agreement states that:

“... the State will enter a process with Gunns Ltd to ensure that a sufficient volume of native
forest sawlog Supply is retired to achieve the objects of clauses 17 and 29.”

Clause 34 states that:

information and consuftation with affected parties”

Given these prescribed aliocations, there is g maximum of $23 million available from the
$43 million to facilitate the Agreement through the extinguishment of specific wood supply

24




SCOPE

The following issues will need to be addressed in the review:

1.

The requirement to give effect to the Intergovernmentat Agreement, particularly
clauses 22, 29 and 34.

The advice provided by the Department of Treasury and Finance on options for
resolving these issues.

The legal advice provided by the Crown Solicitor and the Solicitor-General in relation
to these matters.

The appropriateness of the Government's proposed offer to both Gunns Limited and
Forestry Tasmania.

In the event that an offer is subsequently made to both parties and following any
negotiation, accepted by Gunns Limited and Forestry Tasmania, the appropriateness
of the final executed agreement(s). Any agreement between the State and either
party must resolve the seltlement of all outstanding claims and demands by each
party against the other, in relation to the relevant wood supply contracts.

TIMEFRAME EXPECTATIONS

The Government has an expectation that the probity adviser will be able to provide a report
on the findings of the review, addressing points 1 to 4 above, by close of business on
Wednesday, 24 August 2011.

CONSULTATION

The following parties should be interviewed as part of the review:

Mr Martin Wallace, Secretary of the Department of Treasury and Finance;

Mr Leigh Sealy, Solicitor-General;

Mr Grant Kench, Acting Crown Solicitor; and

either, Mr Rhys Edwards, Secretary of the Department of Premier and Cabinet, or
Mr Greg Johannes, Deputy Secretary of the Department of Premier and Cabinet,
regarding the requirements of the Intergovernmental Agreement.
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To: gary.swain@dpipwe.tas.gov.au, Rhys.Edwards@dpac.tas.gov.au
cc:

From: Martin Wallace/F SqfTreasFin

Date: 20/06/2011 04:47:56 PM

Subject: Commercial in Confidence

Attached is the draft agreement referred to in the previous email with Gunns mark ups.

O

DPAC_38146_Deed Release_2- 10.08.11.00C
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Deed of release

Dated

Forestry Tasmania
{FT)

and

Gunns Limited
{Gunns)

The Crown Solicitor of Tasmania

Executive Buildiag

15 Murray Sireet Hobart Tasmania 7000

GPO Box 825 Hobart Tasmania 7001
Telephone: (03) 6233 3922

Facsimite: {03) 6233 2874

File Ref: DPAC | 38146

Doc Ref: DPAG. 38146 Deed Release 2 -
10.06.11,00CBRAC- 38146 Desd-Release-2
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Deed of release
Details

DRAFT [NO.J: [Date]
Marked to show changes from draft {No.]: [Date]

Parties Forestry Tasmania, Gunns
Forestry Name Forestry Tasmania (being the body corporate
Tasmania established pursuant to section 6 of the Forestry Act
1920 (Tas))
ARBN 91 628 769 359
Short form name Forestry Tasmania
Address 79 Melville Street
HOBART Tasmania 7000
Facsimile (03) [H#insert Jfacsimile number#it]
Altention General Manager
Gunns Name Gunns Limited
ACN 009 478 148
Short form name Gunns
Address 78 Lindsay Street
LAUNCESTON Tasmania 725031
Facsimile (03) 6335549lHﬁﬁ-HﬁwﬁA&‘:iﬁ#JHufmlMﬁ%
Altention Managing Director
Recitals A Forestry Tasmania and Gunns are parties to the Wood Supply
Agreements and the China Sale Agreement.
B Forestry Tasmania claims that:
0 as at the date of this Deed, Gunns owes Forestry Tasmania
the sum of S[##amount to be insertedith] pursuant to the
Wood Supply Agreements;
(2) on 1 July 201i, an amount of $[HHtamount to be
insertedi!] will become owing by Gunns to Forestry
Tasmania pursuant to the Wood Supply Agreements;
3 as at the dated of this Deed, Gunns owes Forestry
Tasmania the sum of S[H#itamount to be inserteditil]
pursuant to the China Sale Agreement; and
(4) Gunns terminated each of the Wood Supply Agreements
by letter dated 18 April 2011 to Forestry Tasmania, and
that, as a consequence, the Wood Supply Agreements will
terminate on 15 October 2011,
{the FT Claims).
¢ Gunns denies the FT Claims.
Deed of release| DPAC | 38148 | CPAC 48146 Deed Rejgase 2 - 10.06.11,D0CDPAG—38446—Daed page 1

Release -2
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Gunns claims that:

§))] its letter dated 18 Aprit 2011 was not legally effective 1o
terminate the Wood Supply Agreements;

(2) even if the letter dated 18§ April 2011 was legally effective
0 terminate the Wood Supply Agreements, Forestry
Tasmania is legally obligated fo enter into good fajth
negotiations with ~ Gunns about the terms of few
agrecments for the supply of pulpwood and the Supply
Products (as defined in Wood Supply Agreement No 918y

(3) Forestry Tasmania has breached the Wood Supply
Agreements and the Ching Sale Agreement; ang

A asa sonsequence of these breaches Gunps has incurred
lesses and damages 1 the_value of § which are

claimed from Foresrv Tasmania;
=ETNEL oM rorestry Tasmania,

{the Guuns Claims),

Forestry Tasmania denjes the Gunns Claims.

Gunns has indicated that it wishes to exit native forest logging
operations in Tasmanija,

The Commonwealth has agreed to provide funding to the State for
the purposes of enabling the creation of the Reserves,

The Reserves cannot be created unless:

(1) there is certainity that Forestry Tasmania is not legatly
obligated to make any further supplies of wood to Gunns
pursuant to the Wood Supply Agreements; or

2 if the Wood Supply Agreements have been terminated,
there is legal certainity that Forestry Tasmania is not under
a legal obligation to enter into good faith negotiations with
Gunns about the terms of hew agreements for the supply of
pulpwood and the Supply Products (as defined in Wood
Supply Agreement No 918).

Gunns is the owner of the Specified Assets,

Gunns has announced that it intends to dispose of the Specified
Assets,

Forestry Tasmania s concerned that the Specified Assets are
disposed of by Gunns in a manner that is in the best interests of the
Tasmanian forestry industry and the ongoing operations of
Forestry Tasmania,

The parties have entered into this Deed for the purposes of:
0 except for Excluded Claims, extinguishing on and from the

] Deed of releass) DPAC 138148 [ DPAC 38145 Deed Release 2. iO.GB.H.DOCDPAQﬁBM—&;Q@eeLR&'ﬁasejz paga 2
TeTeeesisd nelease 2 - 10.06.11,00c
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Qettlement Date all Claims which each party has against
the other in connection with the Wood Supply Agreements
and the China Sale Agreement; and

{2) terminating the Wood Supply Agresments on the
Settlement Date.

Date See signing page

Deed of release| DPAC | 38446 } DPAC_ 38146 _Deed Relgase 2 - %0‘06.11.DOCGMG:3-8446:Qeeé-Re\leese:2 page 3
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Operative provisions

1 Definitions and interpretation

1.1 Definitions
Tn this Deed, unless the context otherwise requires;

Bank means a bank authorised to carry on banking business in Australia and
which has an office in Hobart,

Baitk Cheque means an unendorsed bank cheque drawn by a Bank.

Business Day means any day on which Banks are generally open for business in
Hobart but does not include a Saturday, Sunday or a statutory holiday for the
burposes of Statutory Holidays Act 2000 (T: as) observed in Hobart,

China Sale Agreement means agreement known as ‘the China Sale Agreement’
constituted by the leiter dated © June 2010 from Forestry Tasmania to Gunns, and
countersigned by Greg L'Estrange as an authorised representative of Guans.

Claim means any allegation, debt, cause of action, liability, claim, proceeding,
suil or demand of any nature however arising and whether present or future, fixed
Or unascertained, actual or contingent, and whether at law, in equity, under statute
or otherwise.

Commenvwealth means the Commonwealth of Australia,
this Deed means this deed of release,
Exeluded Claims means:

(@  aclaim under the indemnity in clayse § of Schedule 13 of Wood Supply
Agreement 917;

(b)  a claim under the indemnity in clause § of Schedule I3 of Wood Supply
Apgreement 918: or

(¢} aclaim under any indemnity in the China Sale Agreement,
Reserves means the following reserves which are to be created:

[this can probably be defined by reference 1o HOV ruther tl]i\lﬁm.ﬂiimc_a\ilﬁh

may ot be known for some time Hidetails 10 be providedit].

Forestry Act means the Forestry det 1920 (Tas).

Government Body ieans any government (federal, state or local) or any
governmental, administrative or judicial body, department, authority commission,
tribunal, delegate, instrumentality or agency.

month means calendar month.

Rights includes a right, a power, a remedy, a discretion or an authority,

Deed of release) DPAC 138146 | DPAC_ 38146 Deeg Rglegse 2 . 10.0&11,[)0(19%&3:‘3«8446:99&4\&9#9359:2 page 4
=80 Deed Release 2 - 10.06.11.00cC,
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1.2

§ettlement Date means the date on or by which all of the conditions subsequent
in clause 2.1 have been satisfied or, in accordance with clause 2.2(b), waived, or
such other date (if any) agreed to in writing by both parties to be the Settlement
Date.

Southwood Huon Sawmill means the hardwood sawmill facility located al the

Foresiry Tasmania Southwood centre:

Specified Assets means the following assets owned by Gunns as at the date of this
Deed:

(a) the wond-chip-millat Triabunna Woodchip Millin Fasmania-and

(by all assels including without limitation the buildings plants and equipment
required 1o pperaie the Southwood Huon ssawmill (“Southwood Assets™).

State means the Crown in Right of the State of Tasmania.

Triabunna Woodchip Mill means the business of export woodehipping Jocated ai

Wood Supply Agreements mean Wood Supply Agreement 917 and Wood
Supply Agreement 918.

Wood Supply Agreement 917 means contract for sale No, 917 dated 20
December 2007 made between Forestry Tasmania and Gunns and titled 'LONG
TERM PULPWOOD SUPPLY AGREEMENT".

Wood Supply Agrecment 918 means contract for sale No, 918 dated 20
December 2007 made between Forestry Tasmania and Gunns and titled 'SAWLOG
AND OTHER PRODUCTS SUPPLY AGRREEMENT".

Interpretation
1n this Deed, unless the context otherwise requires:

(a) a reference to this Deed, or any document referred to in this Deed or
another document, includes any variation or replacement of any of them;

(b)  a reference to a statute, ordinance, code or other law includes regulations
and other instruments under it and consolidations, amendmenis, re-
enactments or replacements of any of them;

(¢)  the singular includes the plural and vice versa;

(d)  person includes a firm, a body corporate, an unincorporated association, a
responsible authority, or other entity, as constituted from time to time;

(e) a reference to a person includes a reference to the person's executors,
administrators, successors, substitutes and permitted assigns;

(f) a reference to writing includes a reference to printing, typing and each
other method of producing words, figures or symbols in visible form;

(g) areferencetoa body (other than a party to this Deed) whether or not it is a
statytory body:

)] which ceases 1o exist; or

Deed of release| DPAC | 38146 | DPAC 38146 Deed Relgase 2 - 10.06,11.00CDRAC-38148_Decd Rel 2 page b
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1.3

1.4

1.5

(ii)  whose powers or functions are fransferred to any other body,

refers to the body which replaces it or which substantially succeeds to iis
powers or functions;

{h)  an agreemnent, representation or warranty on the part of, or in favour of,
two or more persons binds, or is for the benefit of them, jointly and
severally;

i) words importing any gender include all other genders, as applicable;

(i) a reference to any thing {(including any amount) is a reference to the whole
or any part of it and a reference to 4 group of persons is a reference to any
one or more of them;

(k)  a covenant prohibiting a person from doing anything also prohibits that
person from authorising it to be done by another person;

Q) a reference o g clause, schedule or appendix is to a clause, schedule or
appendix in or to this Deed;

(m)  mentioning any thing after the words include, included or including does
not limit the meaning of anty thing mentioned before those words;

(1} areference to a day must be interpreted as the period of time in the State
commencing at midnight and ending 24 hours Jater;

(0)  reference to a time and date in connection with the performance of an
obligation by a paity is a reference to the time and date in Hobart,
Tasmania, even if the obligation is to be performed elsewhere;

{p}  other paris of speech and grammatical forms of a word or phrase defined in
this Deed have a corresponding meaning; and

(@) references to '$' and ‘dollars' are to Australian dollars,
Business Days

Ifthe day on or by which any act, matter or thing is to be done under this Deed is
not a Business Day, that act, matter or thing must be done by ne later than the next
Business Day,

No contra proferentum

In the interpretation of this Deed, no rule of construction will apply to
disadvantage a party because tha party proposed a provision of this Deed or the
Deed itself.

Headings

Headings are included for convenience only and do not affect the construction or
interpretation of this Deed.

Deed of releaseg) DPAC | 38146 | DPAC 38146 Deed Releass 2 - %&Gﬁ.ﬂ.DOCDPAG;SSMG;Qeed—ReLease;E page B
Re2fi0h Ueed Release 2 - 10.06,11.000
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2.2

23

Conditions precedent
Conditions

The parties obligations under clauses 3 and 4 are subject to satisfaction or, in
accordance with clause 2.2, waiver of the following conditions precedent on or
before 30 June 2011:

(a}  (funding of Forestry Tasmania): Forestry Tasmania receiving from the
Commonwealth or the State an amount of ${#tamount {o be inserteditit] for
the purposes of enabling Forestry Tasmania:

{)to make the payment to Gunns required by clause 3.2 for the purposes of+
facilitating the surrender by Gunns of the Wood Supply Agreements with
effect on and from the Settlement Date,;-and

Hﬂiwh}blmﬂd—ammtam&hewur

(b} (disposal of the Triabunna_Woodchip MillSpeeified—Assets): (unns
notifving Forestry Tasmania_of the identity_of_the purchaser of the
Trinbuna Woedchip Mill and the purchaser being a current operatar in the
Tusmanian forest indusu‘v:heiﬂgemi—&ﬁee%ﬁmkﬁae—%pe&ﬁemwhwe
heep-dispased-ofby-Gunns-ir-a-m anner_thats-inthe best-interests-of-the
1Fasmaaian—%\aseﬁm"—iH{Jushﬂ_v—zmd—me—oﬁgo'mg—ni}em&immwmkﬁapeatw
Tasmants

thite}_(disposal of the Southwood AssetsHhuon-Sawmill): Gunns_transferrings
vwnership_of’ the Southwood !\S“‘iSﬁ-}M&ﬂ;‘ ment-assets—ol—the

Southweod-Bawa sl to Forestry Tasmania: and

te)(d)_(representations and warranties): Forestry Tasmania being satisfied that
each of the representations and warranties given by Gunns in clause 6.1 is
true and cosrect as to the Seftlement Date.

Benefit and waiver of conditions precedent

(@  The conditions precedent in clause 2.1 are for the benefit of Forestry
‘Tasmania.

(p)  Forestry Tasmania may waive a condition precedent in clause 2.1 by notice
in writing to Gunns at any time on or before 20 June 2011,

Termination

{a}  Forestry Tasmania or Gunns may elect to terminate this Deed by notice in
writing to the other of them if a condition precedent in clause 2.1 is not
satisfied or, waived by Forestry Tasmania by notice in writing to Gunns, on
or before 30 June 2011,

(by  Ifthis Deed is terminated pursuant to clause 2.3(a)

i) each party will have the same Rights and obligations that it would
have had as if the parties had never entered into this Deed; and

(i) no party will have any Claim against the other in respect of the
subject matter of this Deed.

Deed of release| DPAC | 38146 ] DEAC 38146 Deed Release 2 - 10.06.11,00{399#»&738446:9699»%1&9%—3 page 7
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3 Termination of Wood Supply Agreements

3.1 Termination by agreement

Subject to satisfaction or, in accordance with clause 2.2, waiver of the conditions
precedent in clause 2.1, on the Settlement Date, to the extent that each of the
Weod Supply Agreements are otherwise subsisting as at that date:

{a}  each of the Wood Supply Agreements are terininated; and

(b} __each party is released from its obligations and liabilities under each of the
Wood Supply Agreements which relate to any period before on or after
Settlement Date; ang

e} the sawlog ‘_SBD]}?L‘ _volume made 'ayuilah]c _under the Wood Supply+ &@ﬁe&ﬁ@@fﬁj
Agreements js held in trust by the IMinister] |

3.2 Payment by Forestry Tasmanla to Gunns
In consideration of Gunns agreeing to;
(___ -the immediate termination of cach Wood Supply Agreement; and
(b) the transfer of the Southwood Assels to Forestry Tasmania

on the Settlement Date, Forestry Tasmania must pay, by Bank Cheque, to Gunns
the sum of S$[##amount to be insertedit] on the Settlement Date,

4 Releases

4.1 Release by Forestry Tasmania

(a) Subject to satisfaction o1, in accordance with clause 2.2, waiver of the
conditions precedent in clayse 2.1, on the Setrlement Date, except for
Excluded Claims, Forestry Tasmania releases Gunns from all Claims that
Forestry Tasmania now has, or may in the future have, against Gunns in
connection with or arising out of:

(i) Wood Supply Agreement No. 917

(ii)  Wood Supply Agreement No. 918;

(iif)  the China Sale Agreement; or

(iv}  any breach of any of the above by Guans.

{b)  In consideration of the releases given by Forestry Tasmania to Gunns
pursuant to clause 4.1(a), Gunns must pay to Forestry Tasmania, by Bank
Cheque, the sum of $[##amount 1o be insertedti#] on the Settlement Date,

4.2  Release by Gunns

Subject to satisfaction or, in accordance with clause 2.2, waiver of the conditions
precedent in clause 2.1, on the Settlement Date, except for Excluded Claims,

l Deed of refease| DPAC | 38146 | DPAC 38145 Reed Release 2 - 1&06.11.00CDPA€;38&46;QQ@G—R9!9359:3 page 8
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4.3

Gunns releases Forestry Tasmania from all Claims that Gunns now has, or may in
the future have, against Forestry Tasmania in connection with or arising out oft

(@)  Wood Supply Agreement No. 917,

(b)  Wood Supply Agreement No. 918;

(¢} the China Sale Agreement; or

(d)  any breach of any of the above by Forestry Tasmania.
Excliuded Claims not affected

Nothing in this Deed affects any Rights of a party (including any Rights of that
party against the other party) in connection with any Excluded Claims.

interdependent obligations

The obligations of each party under clauses 3 and 4 to be performed on the
Settlement Date are interdependent by the other parly of its obligations under
those clauses to be performed on tie Settlement Date. Accordingly, a patty (the
first party) is not required to perform its obligations under those clauses on the
Settlement Date if the other party is unabie or refuses to perform its obligations
under those clauses on the Settlement Date, and the inability or refusal is not
attributable to any breach of this Deed by the first party.

Representation and warranties by Gunns
Gunns' warranties
Gunns represents and warrants to Forestry Tasmania that:

(a)  (incorporation): Gunns is a corporation duly incorporated and existing
under the law of its place of incorporation and has the corporate power (o
enter into and perform its obligations;

(b)  (lega! disability): Gunns is not an externally administered body corporate
(within the meaning of section 9 of the Corporations Act 2001 {Cwith));

(c) {controllers); no controfler (within the meaning of section 9 of the
Corporations Act 2001 (Cwlth)) has been appointed over any of Gunns
assels and no such appointment has been threatened;

(d) (authorisations): all necessary action has been taken by Gunns fo
authorise the execution and performance of its obligations under this Deed;

(¢)  (transaction permitted): the performance by Gunns of its obligations
under this Deed will not breach in any respect any provision of:

)] any applicable law or an order or ruling of a Government Body;

(i)  any agreement binding on Gunns; or

Deed of release] DPAG {38146 DPAC 38146 Deed Release 2 - 10.06.11‘DOCQF1A€:38—14E:969442¢3¥9&59,—_2 page 9
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(iif}  the Gunns' constitution,

7 GST

(a)

()

{c)

(d)

(e)

{H

(2)

{h)

Unless expressly stated otherwise, amounts expressed payable or any other
censideration provided, or to be provided, under or in connection with this
Deed, are GST exclusive,

Unless expressly stated otherwise, a party (Supplier) making a taxable
supply under or in connection with this Deed, may recover from the party
(Recipient) to whom the taxable supply is made, an additional amount of
GST calculated by multiplying the value of the consideration payable or to
be provided for the supply (without any deduction or set-off) by the
prevailing GST rate (Additional Amount),

The Additional Amount must be paid at the same time and in the same
manner when payment of the consideration for the taxable supply is due if
the consideration is monetary. If the consideration is non-monetary, the
Additional Amount must be paid within 10 Business Days afier the
Supplier provides a tax invoice to the Recipient,

The Supplier must provide a valid tax invoice to the Recipient for any
taxable supply made under or in connection with this Deed.

A Supplier’s right to payment for a taxable supply is subject to a valid tax
invoice being delivered to the Recipient of the taxable supply.

If the amount of GST recovered by the Supplier from the Recipient differs
from the amount of GST payable at law by the Supplier in respect of the
supply, the amount payable by the Recipient to the Supplier must be
adjusted accordingly,

Where any amount payable under this Deed is paid by being set-off against
another amount, each amount must be calculated in accordance with this
clause 7 as if it were an actual payment made pursuant to this Deed.

In this clause 7 unless the context otherwise requires;

(i) GST Act means the 4 New Tax System (Goods and Services Tax)
Aet 1999 (Cwith) and the related imposition Acts of the
Commonwealth; and

(ify  expressions defined in the GST Act have the same meaning when
used in this clause 7,

8 Notices

81 Method of giving Notices

A notice, consent, approval, application or other communication {each a Notice)
under this Deed must be in writing, signed by or on behalf of the person giving it
addressed to the person to whom it is to be given and:

Deed of reloass| DPAC [ 36146 | DPAC 38146 Deed Relonse 3. £0.06.17 DOCBRAG-28146-Deod Reloaso—2 page 10
UPAC 38146 Deed Release 2. 10.06.17.000!
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fa)  delivered;

(b}  sent by pre-paid mail; or

(c) sent by facsimile,

to that person's address or facsimile number (as applicable),

For the avoidance of doubt, no Notice may be given sither orally or by email.

8.2 Time of receipt of Notices
A Notice given to a person is treated as having been given and received:
(a) if delivered, on the day of delivery if delivered after 9.00am and before
4.00pm on a Business Day, otherwise on the next Business Day;
(b)  if sent by pre-paid mail, on the day of actual delivery if delivered after
0.00am and before 4.00pm on a Business Day, otherwise on the next
Business Day; and
(c) if sent by facsimile and the transmission report states that it was sent in fulk
and without error, on the day of transmission if that report states that the
transmission was completed after 9.00am and before 4.00pm on a Business
Day, otherwise on the next Business Day.
8.3  Address for Notices
For the purposes of this clause 8, a person (the sender) may take the address and
facsimile number of another person (the recipient) to be:
(a) the address and number set out in the Details above; or
(b)  if the recipient has notified the sender of another address or facsimile
number, the last address or facsimile number so notified to the sender.
9 Law and jurisdiction
9.1 Governing Law
This Deed is govetned by the Law of Tasmania.
9.2  Submisslon to jurisdiction
The parties submit to the non-exclusive jurisdiction of the courts of Tasmania and
any courts that may hear appeals from those courts in respect of any proceedings
in connection with this Deed.
10  General
101 Waiver

The non-exercise of or delay in exercising any power O right of a party does not
operate as & waiver of that power or right, nor does any single exercise of a power

Deed of release| CPAC | 38146 | DPAC 38146 Deed Release 2 - 10.06.11.00CDQAG§8§4§_—_@e&d—2€4&&5&:§ page 11
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10.2

10.3

10.4

10.5

or right preclude any other exercise of it or the exercise of any other power or
right. A power or right may only be waived in writing, signed by the party to be
bound by the waiver and such a waiver is effective only in the specific instance
and for the specific purpose for which it was given,

Amendment

This Deed may only be amended or supplemented in writing signed by the parties.
Severability

If any provision of this Deed is or at any time becomes illegal, prohibited, void or
unenforceable for any reason in any jurisdiction then, as to that Jurisdiction, that
provision is severed from this Deed and ihe remaining provisions of this Deed:

(a) continue to be enforceable; and

{b} are to be construed with such additions, deletions and modifications of
language as are necessary to give effect to the remaining provisions of this
Deed.

Further assurance

Each party must do, sign, execute and deliver and must procure that each of s
employees and agents does, signs, executes and delivers, al deeds, documents,
instruments and acts as reasonably required of it or them and must carry out and
give full effect to this Deed and the Rights and obligations of the parties under it.

Counferparts
{a) This Deed may be exccuted in any number of counterparts.
(b) A party may execute this Deed by signing any counterpart.

(c} All counterparts, taken together, constitute one instrument.

Executed as a deed

Deed of releass] DPAC 138146 { DPAC 38146 Dsed Relaase 2 - 10,06.11 DOCDPAG%&M&_D@%R@!&S&%@ paga 12
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Sighing page

Dated:

The common seal of

Forestry Tasmania

was hereunto affixed by the authority of
its Board in the presence of:

The common seal of

Gunns Limited

was heraunto affixed in accardance with
section 127 of the Corporations Act
2001 (Cwith):

Signature of director

Name of director (print}

41

e_
Signature
Narne and position held (print)
&
Signature
Name and position neld (print}
— —

Signature of direclor/company secretary
(Please delete as applicable}

Name of directorfcompany secretary {print)

Deed of release|DPAC|SB146iDPAC 38146 Deed Release 2 - 10.06.11.DGCDPAG;‘3814519936—R9L9356:2 page 13




To: Rhys.Edwards@dpac.tas.gov.au

ce:

From: Martin Wallace/FSq/TreasFin

Date: 17/08/2011 07:57:11 AM

Subject: Fw: Proposed Engagement - Review of process for determining Forestry

Transactions
Rhys
FYI

Also, | need to talk to you prior to the Crown Confidentiality meeting today - | will ring around 8,45,

Martin
Tony Ferrali/FSq/TreasFin
16/08/2011 06:08 PM To hgibson@wif.com.au
cc richard.suIikowaki@treasury.tas.gov.au, Jason
O'NeilllFSq/T reasFin@DTF
. Proposed Engagement - Review of bracess for determining
Subject A
Forestry Transactions
Harvey

As discussed earlier today, | attach for your attention g proposed engagement letter and TOR fora
review of the process for determining the recommended position of the State and settlements to be
put to Gunns Limited and Forestry Tasmania under the Tasmanian Forests Intergovernmental
Agreement. | understand from our discussion that Danny McCarthy will be available to perform the
proposed review,

This engagement is highly important and it is critical that the engagement is completed as soon as
practicable, but in any event no iater than Wednesday 24 August,

I would be grateful if youw/Danny would review the proposal and contact me early tomorrow to discuss.
Regards

Tony

Tony Ferrall
Deputy Secretary
Department of Treasury and Finance

Telephone (03) 6233 2132

Facsimile (03) 6233 5699
Mobile 0419 329 862

- - Probity Advice Terms of Reference.DOC

- Letter to Danny McCarthy Probity Adviser.DOC
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REVIEW OF THE PROCESS FOR DETERMINING THE RECOMMENDED POSITION OF
THE STATE AND SETTLEMENTS TO BE PUT TO GUNNS LIMITED AND FORESTRY
TASMANIA UNDER THE TASMANIAN FORESTS INTERGOVERNMENTAL
AGREEMENT

TERMS OF REFERENCE
BACKGROUND

The Commonweaith and Tasmanian Governments signed the Tasmanian Forests
Intergovernmental Agreement on 7 August 2011. The Agreement is designed to support the
State's forest industry to fransition to a more sustainable and diversified setting and to build
regional economic diversification.

Clauses 22 and 34 of the Intergovernmental Agreement refer to the actions necessary and
compensation payable in order to achieve key objectives as set out in clauses 19, 20 and 29
of the Agreement. These clauses make clear the requirement to extinguish wood supply
contracts to the extent required to create reserved areas as referred to in clause 29.

Clause 22 of the Agreement states that:

“ the State will enter a process witft Gunns Ltd to ensure that a sufficient volume of native
forest sawlog supply is retired to achieve the objects of clauses 17 and 29.”

Clause 34 states that:

The Commonwealth will provide $43 milfion to the Tasmanian Government to assist the
State to facilitate the implementation of this Agreement. Atleast $15 million of this funding
will be used by the State to support voluntary compensable exists by saw-millers wishing to
exit the industry (as set out in clause 23), and $5 million is to be used in accordance with
purposes and conditions to be agreed with the Commonwealth to support provision of
information and consultation with affected parties”.

Given these prescribed allocations, there is a maximum of $23 million available from the
$43 million to facilitate the Agreement through the extinguishment of specific wood supply
contracts. The Government has agreed to give effect to the Intergovernmental Agreement
by resolving the uncertainty surrounding the contract issues relating to wood supply
contracts WS917 and WS918 between Gunns Limited and Forestry Tasmania.

To support this process, the Government has agreed to appoint a suitably qualified and
registered Probity Auditor to provide advice on the process undertaken in determining a
preferred State position and the appropriateness of that position in relation to resolving the
complex commercial settlement of outstanding matters between Gunns Limited and Forestry
Tasmania.



SCOPE
The following issues will need to be addressed in the review:

1. The requirement to give effect to the Intergovernmental Agreement, particularly
clauses 22, 29 and 34.

2. The advice provided by the Department of Treasury and Finance on options for
resolving these issues.

3. The legal advice provided by the Crown Solicitor and the Solicitor-General in relation
to these matters.

4. The appropriateness of the Government's proposed offer to both Gunns Limited and
Forestry Tasmania.

5. Inthe event that an offer is subsequently made to both parties and following any
negotiation, accepted by Gunns Limited and Forestry Tasmania, the appropriateness
of the final executed agreement(s). Any agreement between the State and either
party must resolve the settiement of all outstanding claims and demands by each
party against the other, in relation to the relevant wood supply contracts.

TIMEFRAME EXPECTATIONS

The Government has an expectation that the probity adviser will be able to provide a report
on the findings of the review, addressing points 1 to 4 above, by close of business on
Wednesday, 24 August 2011.

CONSULTATION

The following parties should be interviewed as part of the review:

*  Mr Martin Wallace, Secretary of the Department of Treasury and Finance:
* MrLeigh Sealy, Solicitor-General;

*  Mr Grant Kench, Acting Crown Solicitor: and

* either, Mr Rhys Edwards, Secretary of the Department of Premier and Cabinet, or
Mr Greg Johannes, Deputy Secretary of the Department of Premier and Cabinet,
regarding the requirements of the Intergovernmental Agreement.
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COMMERCIAL IN CONFIDENCE

Mr Danny McCarthy
Partner

Wise, Lord & Ferguson
GPO Box 1083
HOBART TAS 7001

Dear Mr McCarthy

REVIEW OF PROCESS FOR DETERMINING FORESTRY TRANSACTIONS

i refer to recent discussions regarding your appointment to conduct an independent review of
the process undertaken for determining the recommended position of the State and
seftiements to be put to Gunns Limited and Forestry Tasmania, in accordance with the
Tasmanian Forests Intergovernmental Agreement.

Please find enclosed the terms of reference for conducting the review. It is my expectation
that the review can be completed at a cost of less than $10 000. On that basis | am able to
appoint you directly and understand that your hourly rate for this review will be
$250, excluding GST.

Treasury holds a number of documents that relate to agreements, legal advice and
communications between the interested parties. Treasury can also provide you with the
contact details of parties that should be consulted during the conduct of the review.
Arrangements can be made at your earliest convenience to view these documents and
contact details.

Given the importance and pressing nature of this matter it would be appreciated if you could
provide your written findings by the close of business on Wednesday, 24 August 2011.

Should you need further information in relation to your appointment to conduct this review, or
to assist you with the review, please contact Mr Jason O'Neill, Assistant Director,
Shareholder Policy and Markets Branch on (03) 6233 7930.

Yours sincerely

M J Wallace
SECRETARY

October 2014
Encl



Contact:
Phone:
Qur Ref:

Jason O'Neill
6233 7930
D/11300 JO/RS

COMMERCIAL IN CONFIDENCE2
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To: Tony Ferrall

cc:

From: Martin Wallace/FSq/TreasFin
Date: 18/08/2011 05:39:08 PM
Subject:

FYl

----- Forwarded by Martin Wallace/FSq/TreasFin on 18/08/2011 05:38 PM -----
*Crawford, Cam (DPaC)"

<Cam.Crawford@dpac.tas.g To “Sayer, Mark (DPaC)" <Mark.Sayer@dpac.tas.gov.au>,
ov.au> "Stedman, Michael (DPaC)"
18/08/2011 05:30 PM <Michael. Stedman@dpac.tas.gov.au, "Edwards, Rhys

(DPaC)" <Rhys.Edwards@dpac.tas.gov.au>, Martin
Wallace/FSg/TreasFin
<Martin.Wallace@treasury.tas.gov.au>, "Giddings, Lara
(DPaC)" <l.g@dpac.tas.gov.au>, "Swain, Gary {DPaC)”
<Gary.Swain@dpac.tas.gov.au>

cc

Subject

Erom ASX site this afternoon

CONFIDENTIALITY NOTICE AND DISCLAIMER
The information in this transmission may be confidential andfor protected by lagal professional privilege, and is intended only
for the person or persons Lo whom it is addressed. if you are nol such a person, you are warned that any disclosure, copying or
dissemination of the informalion is unauthorised. I you have received the fransmission in ercor, please immediately contact this
office by telephone, fax of email, to inform us of the error and o enable arrangements 1o be made for the destruction of the
transmission, or ils return at ous cost. No liabitily is accepled for any unautherised use of tha information contained in this

et

transmission, gunns release 18 August 2011 .pdf



M LI MITED

18 August 201

Company Announcements Platform
Australicn Securilies Exchange

Forest Agreement Negotiations

Please find attached a media release regarding the Triabunna mill sale.

Yours sincerely

A

Wayne Chapman
Company Secretary

GUNNS UMITED | ABN 29 00% 478 148

PO Box 572 Launceston Tosmonia Auslialio 7250 | 78 Lindsay Steet Launceston Tommarnia Australio 7250

T03 6335 5261 | F 03 6335 5406 | wervegunns.com.au




18 August 2011

FOREST AGREEMENT NEGOTIATIONS

Gunns Limited Managing Director, Mr Greg Ll'Estrange, foday welcomed the
Tasmanian Government's decision 1o appoint a probity auditor to review Gunns'
contracts but sought assurances that the process would be expedited to end the
onerous uncertainty the decision has created.

Mr UFstrange said the fransparency that an audit process should bring was
welcomed but was concerned with recent comments made about Gunns
involvement in the Forest Agreements process.

wwWe feel misled. We were asked to take part in a process to end the 30 year
conflict over Tasmania's native forestry,” Mr L'Estrange said.

“When we made a decision early in 2010 that we would exit the native forest
industry fo focus on our plantation strategy, ihere were two plain choices: sell our
businesses as going concerns for material value, or seek to assist in the restruciure
of the native forest industry through fhe Forest Principles process,” he scid.

wGunns decided in good faith 1o go through what we expected to be a
fransparent process to bring to an end whal was essentially an ongoing battie
over native forests, to provide the balance for a coniinuing indusiry and d
conservation outcome.”

“Having been at the epicentre of that conflict for many yedrs, we decided that it
wasn't in the best interests of Tasmania to hand the poison chalice {o someone
else. We could have easily sold those native forest businesses and gotten on with
building a pulp mill."

sgut we were encouraged by all of the parties to stay in there with the explicit
understanding of funding for a smoolh transition out of native forestry.”

GUNNS LIMITED | ABN 29 007 478 146
BO Box §72 Launcesion Tosmanio austatia 7250 | 78 Lndsoy Shreet Lounceslion Tasmania Austrato 7250
1036335 5201 | FO3 6335 $404 | WAL GUNNS.COM.OU




"Our position from the start was that we were happy {o be parly to the process,
and we have said from day one that we would stay the course if our employees,
coniractors and shareholders were fairly compensated.”

“There are precedents in most other states where this has been done in a fair and
objective manner.”

"We chose fo slick with an open, collaborative process and now it appears that
we are being punished for that," he said.

Mr L'Estrange urged the Premier and the Govemment to stick to commitments
made, especially in relation to timing.

"When the Inter-Governmenial Agreement was announced, Ms Giddings scid it
would take seven days to resolve the financial outcomes. It has now taken two
weeks {o reach what is still essentially a non-decision," he said.

"We have contractors out there waiting for a decision on this, workers waiting to
see if Tasmania is going to be malure enough to manage the restiucture of the
native forest industry and 1o develop a world scale plantation business.”

“There has been a reference o forest workers being angry about Gunns’ decision,
His my understanding that the union poll earlier this year around the forest
agreement found overwhelming support for action,"”

Mr L'Estrange said he would also like 1o remind the Government that a decision fo
exit the nalive forest industry was directly linked to Gunns' ability fo bring the Bell
Bay pulp mill project to a reclity,

“The pulp mill is the largest single private investment in Tasmania, a venture whose
success is dependent on g plantation-only  environment. Tasmania's global
reputation needs a plantation industry, not a continuation of the contlict,” he said.

Gunns is giving up over 3,500 Kilometres of forest roads, which Gunns has
constructed on public iand, licences for over 210,000 cubic metres of high qudlity
sawlog per annum and two million green metric fonnes of pulp wood per anhum.

Given this background, to characterise Gunns involvement in this process as o
"grab for cash”, as propounded by some participants in 1he debate, is both
misleading and offensive.

Contact
Company: Greg U'Estrange ~ 03 6335 5211
Media: Matthew Horan - 0403 934 958

20f2

50




51

To: Nick Merse/FSqfTreasFin@DTF
ce:

From: Martin Wallace/F Sq/TreasFin
Date: 24/06/2011 11:33:51 AM

Subject: Fw: FTas - nelt position at 31 May

----- Forwarded by Martin Wallace/F Sa/TreasFin on 24/06/2011 11:33 AM -----

Greg L'Estrange

<Greg;L'Estrange@gunns.c To martin.wallace@treasury.tas.gov.au
om.au

21/06/2011 01:58 PM

cC

Subject Fw: FTas - nett position at 31 May

Greg L'Eshrange
Maraging Director

75 Lincisoy Mlest
LALRCESTOH Tas 7250

O3 &35 5701 5w

s
d

1 W

LA RE;

PO e Rialab R e e aRe Y

From: Steven M BultVGunns

To: Greg l'Estrange/Gunns@Gunns

Cc: Wayne Chapman/Gunns@Gunns, Bryan E Hayes/Gunns@Gunns
Date: 21/06/2011 11:51 AM

Subject: FTas - nett position at 31 May

Greg - balance of position with Ftas as of 31/6 as below.
Hope this is clear - please let me know if you have any queries.

thanks
Steve
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Owed by Gunns to Ftas Owed by Ftas to Gunns
$'000
Acknowled ged:
Pulpwood - March $ 3,754 China sale wood
Pulpwead / Sawlog - April 3 1,883 April log sales (to be deducted from
Pulpwood / Sawlog - May 5 487 Aprit road talls
Leases ! 15680 May log sales
other misc invoices 3 3 May road tolls (estimated)
% 7,773
in progress
lnvoice charges- calculations to be validated § 214
$ 7,986
L

nett owed by Gunns Lt 1008 [k ¢

disputed

misc. amounts in dispute 6] 242

amounts on FT Statement - further details required $ o7

Take or Payclairn 5 9,881
4 10,220

Total Amount owing per Flas statements ¥ 18,206

Note:

This message is for the named person's use only. It may contain confidential, proprietary or
legally privileged information. No confidentiality or privilege is waived or lost by any
mistransmission. If you receive this message in etror, please immediately delete it and all
copies of it from your system, destroy any hard copies of it and notify the sender. You must
not, directly or indirectly, use, disclose, distribute, print, or copy any patt of this message if
you are not the intended recipient. The Company and any of its subsidiaries each reserve the
right to monitor all e-mail communications through its networks.

Any views expressed in this message are those of the individual sender, except where the
message states otherwise and the sender is authorised to state them to be the views of any
such entity.

Thank You.



Premier

Level |1, Executive Building, |5 Murray Street, Hobart TAS
GPO Bax 123, Hobart, TAS 7001 Australia

Phoe61 3 6233 3464 Fax +61 36234 1572 T

Fmail Premier@dpac tas.govau Web wnw premiertasgovad Tasmania

26 AUG 2011

Bryan Green MP
MINISTER FOR ENERGY AND RESOURCES

TASMANIAN FORESTS INTERGOVERNMENTAL AGREEMENT

| refer to the Tasmanian Forests Intergovernmental Agreement (TFA) and the appointment of
Mr Danny McCarthy of Wise, Lord & Ferguson to independently review the process undertaken in
determining the State’s preferred position, and the appropriateness of that position, in relation to
resolving the complex commercial settlement of outstanding matters between Gunns Limited and
Forestry Tasmania.

Mr McCarthy has provided a final report addressing the following matters:

|. The requirement to give effect to the TFA, particularly clauses 22, 29 and 34.

2. The advice provided by the Department of Treasury and Finance on options for resolving
these issues.

3, The legal advice provided by the Crown Solicitor and the Soficitor-General in relation to
these matters.

4, The appropriateness of the Government's proposed offer to both Gunns Limited and
Forestry Tasmania.

Mr McCarthy's probity audit has not identified any issues of concern requiring rectification. Given
this finding, there is no impediment to the Government presenting its respective offers to Gunns
Limited and Forestry Tasmania, in accordance with Clause 34 of the TFA.

Copies of the letters of offer to the Chairman of Forestry Tasmania and the Managing Director of
Gunns Limited are attached for your information. Each letter prescribes a deadline for acceptance of
the agreement of close of business on 2 September 2011 and has attached three Deeds of Release as
prepared by the Office of the Crown Solicitor.

Lara Gidding
Premier

Encl
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Premier

Levet H, Executive Buitding, 15 Murray Street, Hobart TAS
GPO Box 123, Hobart, TAS 700} Australia

Ph+61 3 6233 3464 Fax +61 3 6234 1577 .
Email Premier@dpac.tas govau Web wWWAw.prenientas.govau T&S Mmania

WITHOUT PREJUDICE

Mr A | Kioeden
Chairman

Forestry Tasmania
GPO Box 207
HOBART TAS 7001

Dear Mr Kloeden

As you are aware, the Tasmanian Forests Intergovernmental Agreement (TFA) was signed on
7 August 2011,

The State has determined under this Agreement and based on Crown legal advice that it is
appropriate to make an offer of payment to Forestry Tasmania, in return for particular commitments
to enable essential processes that are required to give effect to the TFA's objectives, to be
immediately progressed.

In accordance with Clause 34 of the TFA, the State is offering to pay Forestry Tasmania an amount of
$12.650 million (GST included). In return for this payment, Forestry Tasmania must sign the attached
two Deeds of Release and agree to the conditions contained within,

A copy of the Deed of Release between the Crown and Gunns Limited has also been attached for
information.,

A pre-condition of this offer is that the State will also procure, by agreement with Gunns Limited, the
release of Forestry Tasmania from any right or obligation under Contracts 917 and 918 and the
China Sale Agreement. Please also note that the offer of payment to Forestry Tasmania Is only
activated if and when Gunns Limited executes its Deed of Release,

Forestry Tasmania has until close of business on 2 September 2011 to accept this offer. If acceptance
is not received by way of signing the two Deeds of Release by that date, the State will pursue other
avenues to achieve the TFA objectives.

Yours sincerely

Lara Giddings MP
Premier

Encl

. %
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Premier

Leve! 11, Executive Building, 15 Murray Streeq, Hobart TAS
GPO Box 123, Hobart, TAS 7001 Australia

Ph +61 3 6233 3464 Fax +61 3 6234 1572 :
Email Premier{@dpac.tas.govau Web wwepremiestas.govau Tasmania

WITHOUT PREJUDICE

Mr G L'Estrange

Managing Director

Gunns Limited

78 Lindsay Street
LAUNCESTON TAS 7250

Dear Mr L'Estrange

I refer to your letter of 12 July 2011 to the Deputy Premier, the Hon Bryan Green MP, regarding the
Forestry Statement of Principles process.

As you are aware, the Tasmanian Forests Intergovernmental Agreement (TFA) was signed on
7 August 201 1.

The State has determined under this Agreement and based on Crown legal advice, that it is
appropriate to make an offer of payment to Gunns, as provided under clauses 22 and 34 of the TFA,
in return for particular commitments to enable essential processes that are required to give effect to
the TFA’s objectives, to be immediately progressed.

| wish to emphasise that this payment is not for the purchase of sawlog allocations or as
compensation for relinquishing licence rights, as proposed in your letter of 12 July 2011, It is the
State's view that you terminated the relevant contracts of sale, 917 and 918, on 18 April, with six
months notice. Therefore, the valuation of these contracts, attached to your letter of 12 July 2011, is
not considered relevant for determining a proposed settlement,

However, it is clear that to give effect to the TEA, commercial certainty needs to be provided by
removing any possibility of ongoing action between the parties in relation to the past or surviving
rights, and to immediately settle all amounts, including actual debts, disputed amounts and counter-

claims in relation to these contracts — in order that the contracts can be immediately extinguished
and the relevant areas used for meeting TFA objectives.

In accordance with clauses 22 and 34 of the TFA, the State is offering to pay Gunns Limited an
amount of $12.650 million (GST included) in full and final settlement of all rights and obligations
under contracts 917 and 918.

| attach two Deeds of Release for your consideration. The first is between the Crown and Gunns
and describes in detail the conditions required by the State in return for this payment. The second is
petween Forestry Tasmania and Gunns and terminates the relevant agreements between the two
parties and any rights or obligations ascribed to them. A pre-condition of the offer is that the State
will also procure, by agreement with Forestry Tasmania, the release of Gunns from any debt or right
or obligation under contracts 917 and 918 and the China Sale Agreement, to Forestry Tasmania,

-
Tris paper is 100% recycled é-\i,
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2

A copy of the Deed of Release between the Crown and Forestry Tasmania has also been attached for
information.

[ note that the offer contained within Deed between the Crown and Gunns Is of similar net value to
the proposal in your letter of 23 June 2011. Given this, and the need to bring this matter to finality,
Gunns Limited has until close of business on 2 September 2011 to accept this offer. If acceptance is
not received by way of signing the two Deeds of Release by that date, the State will pursue other
avenues to achieve the TFA objectives.

Yours sincerely

Lara Giddings M
Premier

Encl




Deed

Dated

The Crown in Right of Tasmania

{Crown)
and

Gunns Limited
(Gunns)

The Crown Solicitor of Tasmania

Execulive Building

15 Murray Street Hobart Tasmania 7000

GPO Box 825 Hobart Tasmania 7001
Telephone: (03} 6233 3922

Facsimile: (03) 6233 2874

File Ref: DPAC | 38146

Doc Ref: Deed of Release Betwaen Crown and
Gunns (Glean)
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Details
Parties Crown, Gunns
Crown Name The Crown in Right of Tasmania represented by
the Department of Treasury andd Finance
Short form name The Crown
Address 21 Murray Street
HOBART Tasmania 7000
Facsimile (03) [#Hiinsert facsimile numberti#]
Attention Secretary
Gunns Name Gunns Limited
ACN 009 478 148
Short form name Gunns
Address 78 Lindsay Street
LAUNCESTON Tasmania 7310
Facsimile (03) [#ftinsert facsimile numberttt]
Attention Managing Director
Recitals A Forestry Tasmania and Gunns are patties to the Wood Supply

Agreements and the China Sale Agreement.

B Forestry Tasmania and Gunns are in dispute with respect to cach
parly’s obligations arising out of the Wood Supply Agreements
and the China Sale Agreement and the continued existence of the
Wood Supply Agreements themselves.

¢ sarticularty Forestry Tasmania claims:

(i) that Gunns by letter dated the 18™ day of April 2011
erminated the Wood Supply Agreements with  that
termination to take effect on the 15™ day of October 20113

(i1) that Gumns is in breach of the terms of the Wood Supply
Agreements and the China Sale Agreement by virtue of its
failure to pay all sums of money accruing and dug in
accordance with the terms of those Agreements,

D Particularly Gunns claims:
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(i) that its letter dated the 18" day of April 2011 was not

legally effective 10 terminate  the Wood Supply

gatl) Ppi}
Agpreements;

(ii) that Forestry Tasmania is in breach of the terms of the
Wood Supply Agreements and the China Sale Agreement
and as a consequence Gunns has incurred loss and damage
which is elaimed from Forestry Tasmania.

Forestry Tasmania and Gunns each deny the others claims.

Forestry Tasmania and Gunns are agreed that in the event that the
letter of the 18" day of April 2011 was legally effective to
terminate the Woaod Supply Agreements then Forestry Tasmania is
legally obliged to enter into good faith negotiations with Gunns
about the terms of new agreements for the supply of Pulpwood (as
defined in Wood Supply Agreement 917) and Supply Products (as
defined in Wood Supply Agreement 91 8).

Gunns has indicated that it wishes to exit native forest logging
operations in Tasmania,

The  Crown  has  entered  into  the Tasmanian  Forests
Intergovernmental Agreement with the Comnionwealth.

Under the Tasmanian Forests Intergovernmental Agreement the
Commonwealth has agreed (o provide funding to the Crown for
the purposes of enabling the creation of the Reserves,

The Reserves cannot be ereated unless:

(i) there is certainty that Forestry Tasmania is not legally
obligated to make any further supplies of wood to Gunns
pursuant to the Wood Supply Agreements and the China
Sale Agreement; or

(i) it the Wood Supply Agreements have been terminated,
there is legal certainity that Forestry Tasmania is not under
a legal obligation to enter into good faith negoliations with

Gunns about the terms of new agreements for the supply of

pulpwood (as defined in Wood Supply Agreement 917)
and the Supply Products (as defined in Wood Supply
Agreement 918).

By virtue of clause 22 of the Tasmanian Forests Intergovernmental
Agreement the Crown is obliged to ensure that a sulficient volume
of native forest sawlog supply is retired to achieve the objects set
oul in clauses 17 and 29 of that Agreement,

The parties have entered into this Deed to facilitiate the
requircments  of the Tasmanian  Forests Intergovernmental
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Agreement by ensuring the termination of the Wood Supply
Agreements and the China Sale Agrecment and, except for
Excluded Claims, to resolve all claims Gunns has against Forestry
‘Tasmania arising out of the Wood Supply Agreements and the
China Sale Agreement.

Date Sece signing page
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Definitions and interpretation
Definitions

In this Deed, unless the context otherwise requires:

Clrina Sale Agreement means the agreement known as ‘'the China Sale
Agreement' constituted by the fetter dated 9 June 2010 from Forestry Tasmania to

Gunns, and countersigned by Greg L'Listrange as an authorised representative of
Gunns,

Claim means any atlegation, debt, cause of action, lability, claim, proceeding, suil
or demand of any nature however arising and whether present or future, fixed or
unascertained, actual or contingent, and whether at law, in equity, under statute or
otherwise,

Commonwealth means the Commonwealth of Australia,

this Deed means this deed of release,

Excluded Claims means the following claims or rights:

(a) a claim under the indemnity in clause 8 of Schedule 13 of Wood Supply
Agreement 917,

(b)  a claim under the indemmity in clause § of Schedule 13 of Wood Supply
Agreement 918;

(¢) a claim under any indemnity in the China Sale Agreement; or
(d)  rights arising out of clause 16 of the Wood Supply Agreements.
Forestry Tasmania means VForestry Tasmania ABN 91 628 769 359,

Reserves means the reserves which are 1o be created pursuant to the Tasmanian
Forests Intergovernmental A greement,

Rights includes a right, a power, a remedy, a discretion or an authority.

Scttlement Date means the day of 2011 or such other date agreed to in
writing by both parties.

Tasmanian Forests Intergovernmental Agreement means the agreement made
between the Commonwealth and the Crown on the 7" day of August 2011, a copy
of which is annexed (o this Deed marked “A™,

Tasmanian Forests Statement of Principles means the principles agreed by
forest industries stakcholders as a basis for agreement on the restructure of the
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Tasmanian forest industry as presented to the Tasmanian Government in October
2010.

Trinbunna Agreement means the Agreement for Sale dated around mid-July
2011 whereby Gunns and others agreed to sell the Triabunna Mill to Jan Cameron
and Gracme Wood (or a company or companies associated with or controlled by
them).

Trinbunna Mill means the woodchip mill including the frechold real estate, plant
and equipment and other asscts necessary for its continued operation at 555
Freestone Road, Triabunna,

Wood Supply Agreements mean Wood Supply Agreement 917 and Wood Supply
Agreement 918.

Wood Supply Agreement 917 means contract for sale No. 917 dated 20
December 2007 made between Forestry Tasmania and Gunns and titled 'LONG
TERM PULPWOOD SUPPLY AGREEMENT"

Wood Supply Agreement 918 means contract for sale No. 918 dated 20
December 2007 made between Forestry ‘Tasmania and Gunns and titled 'SAWLOG
AND OTHER PRODUCTS SUPPLY AGREEMENT".

Interpretation
In this Deed, unless the context otherwise requires:

(a) a reference to this Deed, or any document referred to in this Deed or
another document, includes any variation or replacement of any of them;

{b)  a reference to a statute, ordinance, code or other law includes regulations
and other instruments undet it and consolidations, amendments, re-
enactments or replacements of any of them;

{(c) the singular includes the plural and vice versa,

(d) person includes a firm, a body corporate, an unincorporated association, a
responsible authority, or other entity, as constituted from time to time;

{c) a reference to a person includes a veference o the person's cxecutors,
administrators, successors, substitutes and permitted assigns;

H a reference to writing includes a reference to printing, typing and each
other method of producing words, figures or symbols in visible lorn;

() a relerence to a body (other than a party to this Deed) whether or not it is a
statutory body:

(i which ceascs to exist; or

(it)y  whose powers or functions are transferred to any other body,
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refers to the body which replaces it or which substantially succeeds to its
powers or functions;

(y  an agreement, representation or warranty on the part of, or in favour of, two
or more persons binds, or is for the henelit of them, jointly and severally;

(i) words importing any gender include all other genders, as applicable;
6 a reference to any thing (including any amount) is a reference 1o the whole
or any part of it and a reference 1o a group of persons is a reference 1o any

one or more of them;

(k) a covenant prohibiting a person from doing anything also prohibits that
person from authorising it to be done by another person;

0 a reference 1o a clause, schedule or appendix is to a clause, schedule or
appendix in or to this Deed:

(m)  mentioning any thing after the words include, included or including does
not limit the meaning of any thing mentionied before those words;

() areference to a day must be interpreted as the period of time in the Crown
commeneing at midnight and ending 24 hours later;

(0} reference to a time and date in connection with the performance of an
obligation by a party is a reference to the time and date in Hobart,

Tasmania, even if the obligation is to be performed elsewhere:

(m  other parts of speech and grammatical forms of a word or phrase defined in
this Deed have a corresponding meaning; and

(1] references to 'S and 'dollars’ are to Australian dollars,

1.3 No contra proferentum
In the interpretation of this Deed, no rule of construction will apply 1o
disadvantage a party becausc that parly proposed a provision of this Deed or the
Deed itself.

1.4 Headings

Headings are included for convenience only and do not affect the construction or
interpretation of this Deed,

1.5 Defined terms
Terms used in this Deed and not defined herein and which are defined in the

Tasmanian Forests Intergovernmental Agreement have the meaning given to them
in the Tasmanian Forests Intergovernmental Agreement.
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2 Condition
2.1 Condition

Each party’s obligations under clauses 3 and 5 of this Deed are subject to the

conditions precedent that on or before the Settlement Date the Crown enter into a

deed with Forestry Tasmania whereby:

(a) Forestry Tasmania releases Gunns in the same terms as clause 3(a) of this
Deed;

(b)  Forestry Tasmania agrees o the termination of and to treat as terminated
the Wood Supply Agrcements and the China Sale Agreement in the terms
ol clause 3(b) ol this Deed;

(¢) Forestry Tasmania releases Gunns from all its obligations and liabilities
under the Wood Supply Agreements and the China Sale Agreement in the
terms of clause 3(¢) of this Deed; and

(1) Forestry Tasmania agrees to assign the residual rights and obligations under
the Wood Supply Agreements and the China Sale Agreement in the same
terms as clause 5 of this Deed.

2.2 Termination

(a) Lither party may clect to rerminate this Deed by notice in writing to the
other if the condition in clause 2.1 is not satisfied on or before the
Settlement Date.

(b) I1 this Deed is terminated pursuant 1o clause 2.2(a) then:

(i) each party will have the same Rights and obligations that it would
have had as if the parties had never entered into this Deed; and
(i)  ncither party will have a Claim against the other in respect of the
subject matter of this Deed.
3 Payment

In consideration of the payment on the Settlement Date by the Crown to Gunns of

the sum of $12.,650,000.00 (GST inclusive):

(a) Gunns agrees 1o release Forestry Tasmania from all Claims, except for the
Excluded Claims, that Gunns now has, or may in the future have, against
Forestry Tasmania in connection with or arising out of the Wood Supply
Agreements and the China Sale Agreement including any breach of the
same by Forestry Tasmania;

(b) Gunns agrees to the termination of and 1o treat as terminated the Wood
Supply Agreements and the China Sale Agreement as at the Scttlement
Date;
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{c) Gunns agrees to release Forestry Tasmania from its obligations and
liabilities under the Wood Supply Agreements and the China Sale
Agreement whether arising before on or after the Settlement Date;

(d) Gunns must waive or confirm as satisifed, effective as at the Settlement
Date, all conditions in the ‘Triabunna Agreement which currently preclude
or might preclude in the future the reopening and continued operation of
the Triabunna Mill particularly but without lmitation any condition
regarding implementation ol the Tasmanian Forests Statement of Principles
or like condition;

(e) Gunns must do everything and anything required of it under the Triabunna
Agreement to enable the reopening and continued operation of the
Triabunna Mill; and

(H Gunns must cause any related party ol'it 10, as may be required under the
Triabunna Agreement, also waive or confirm as satisfied any condition in
the terms of clause 3(d) and to do anything required of it to enable the
reopening and continued operation of the Triabunna MilL.

4 Excluded Claims

Nothing in this Deed affects any Rights of a party (including any Rights of that
party against the other party) in connection with any Lxchuded Claims,

5 Assignment

(a) Subject to clause 4, to the extent that the Wood Supply Agreements and the
China Sale Agreement may subsist or that there are continuing Rights and
obligations of Gunns arising out of those Agreements afler the Settlement
Date then Gunns assigns to the Crown absolutely the benefit of those
Agreements,

(b) Gunns consents to the assignment of the Wood Supply Agreements and the
China Sale Agreement by Forestry Tasmania to the Crown.

6 GST

(@) The consideration payable by the Crown to Gunns as expressed in this
Deed is GST inclusive.

(b) On the Settlement Date Gunns must provide to the Crown a valid tax
invoice for the consideration.

(c) In this clause 6 unless the context otherwise requires:
(i} GST Act means the 4 New Tay System (Goods and Services Tax)

Act 1999 (Cwlthy and the  related imposition Acts of the
Commonsvealth; and
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(it) expressions defined in the GST Act have the same meaning when
used in this clause 6.

7.1

8.1

Representation and warranties

Ghnns‘ warranties

Gunns represents and watrants to the Crown that:

(a) (incorporation). Gunns is a corporation duly incorporated and existing
ander the law of its place of incorporation and has the corporate power (0

enter into and perform its obligations;

{b) (legai disability): Gunns is not an exlernally administered body corporate
(within the meaning of section 9 of the Corporations Act 2001 {Cwith)),

(¢) (controllersy: no controller (within the meaning of section 9 of the
Corporations Act 2001 (Cwlih)} has been appointed over any of Gunns
assels and no such appointment has been threatened;

(d)  (solvency): Gunns is solvent (within the meaning of section 9 of the
Corporations Act 2001 (Cwith));

{(e) (authorisations): all necessary action has been taken by Gunns to authorise
the exccution and performance of its obligations under this Deed;

() (transaction permitted): the performance by Gunns of its obligations
under this Deed will not breach in any respect any provision of:

(1) any applicable law or an order or ruling of a Government Body;
(i)  any agreement binding on Gunns; or

(i) the Gung' comstitution,

Method of giving Notices

A notice, consent, approval, application or other communication (cach a Notice)
under this Deed must be in writing, signed by or on behall of the person giving it
addressed to the person to whom it is to be given and:

{a) delivered;

(a) sent by pre-paid mail; or

(b)  sent by lacsimile,

to that person's address or {acsimile number (as applicable).
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VFor the avoidance of doubt, no Notice may be given either orally or by email.
8.2  Time of receipt of Notices
A Notice given Lo a person is freated as having been given and received:

(@) if delivered, on the day of delivery if delivered after 9.00am and before
4.00pm on a Business Day, otherwise on the next Business Day;

(b) if sent by pre-paid mail, on the day of actual delivery if delivered after
9.00am and before 4.00pm on a Business Day, otherwise on the next
Business Day; and

(c) if sent by facsimile and the transmission report states that it was sent in full
and without error, on the day of transmission if that report states that the
transmission was completed after 9.00am and before 4.00pn on a Business
Day, otherwise on the next Business Day,

8.3 Address for Notices

For the purposes of this clause 8, a person (the sender) may take the address and
facsimile number of another person (the recipient) to be:

(a) the address and number set out in the Details above; or

(b) if' the recipient has notified the sender of anather address or facsimile
number, the last address or facsimile number so notified to the sender.

9 Law and jurisdiction
9.1 Governing Law
This Deed is governed by the Law of Tasmania.
9.2  Submission to jurisdiction
The partics submit to the non-cxclusive Jurisdiction of the courts of Tasmania and

any courts that may hear appeals from those courls in respect of any procecdings in
connection with this Deed.

10 General
10,1 Waiver

The non-exercise of or delay in exercising any power or right ol a party docs not
operale as a waiver of that power or right, nor does any single exercise of a power
or right preclude any other exercise of it or the exercise of any other power or
right. A power or right may only be waived in writing, signed by the party to be
bound by the waiver and such a waiver is effective only in the specific instance
and for the specific purpose {or whieh it was given,
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10.3

10.4

10.5
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Amendment

This Deed may only be amended or supplemented in writing signed by the partics.

Severability

If any provision of this Deed is or at any time becomes illegal, prohibited, void or

unenforceable for any reason in any jurisdiction then, as 10 that jurisdiction, that

provision is severed (rom this Deed and the remaining provisions of this Deed:

() continue to be enforceable; and

(b) are to be construed with such additions, deletions and modifications of
Janguage as are necessary to give effect to the remaining provisions of this
Deed.

Further assurance

[iach party must do, sign, execule and deliver and must procure that each of its
employees and agents does, signs, executes and delivers, all deeds, documents,
instruments and acts as reasonably required of it or them and must carry out and
give full effect to this Deed and the Rights and obligations of the partics under it.

Counterparts
(a) This Deed may be executed in any number of counterparts.
(b)  Aparty may exceule this Decd by signing any counterpart.

(¢) All counterparts, taken together, constitule one instrument.

Executed as a deed
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Dated:

Signed for and on behalf of The
Crown in Right of Tasmania by

70

The Honourable Larissa Tahireh
Giddings MP, Premier of Tasmania
in the presence of:

Signature

Signature of vilness

Name of wilness (prin!)

Address of wilness

Occupation

The common seatl of |
Gunns Limited J
was hereunto affixed in accordance with
section 127 of the Corporations Act
2001 (Cwith):

S— —— é‘“‘

Signature of director Signature of director/company secretary
{Please delete as applicable)

Name of director (print) Name of directorfcompany secretary (print)
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Annexure “A’

Tasmanian Forests Intergovernmental Agreement
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Tasmanian Forests Intergovernmental Agreement

between
the Commonwealth of Australia

and

the State of Tasmania

7 August 2011

Tasmanian
Government

This agreement is made on the 7th day of August 2011 between the
State of Tasmania (the State) and
the Commonwealth of Australia (the Commonwealth)

(together the Governments)
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. The Tasmanian forestry industry is going through a process of structural
transformation brought about by changing markets and community values.
The catalyst for a sudden structural shift is the decision of Gunns Ltd, the
State's major processor of both native forest sawlog and pulpwood products,
to exit native forestry and to focus on its plantation based pulp mill at Bell
Bay.

 While other businesses could take up that part of the statutory minimum
production of native forest sawlog currently used by Gunns Ltd, the
Governments recognise that there would be ongoing market pressures. The
issue of the balance between commercial use and environmentat protection
could also continue to divide the community, with reputational consequences
for investment and economic growth.

. As recognised in the community-driven Statement of Principles process,
Gunns Ltd’s exit offers a unique opportunity for the Governments to support
the restructuring of the industry towards future sustainabliity based on both
public and private resource, create a significant conservation benefit by
reserving and protecting High Conservation Value forest areas, and
strengthen the partnership between the two Governments and other
stakeholders to develop and diversify the Tasmanian economy, creating new
sources of prosperity and opportunity for all Tasmanians. However, this
opportunity also brings unique challenges ranging from getting the balance
right, to mitigating the economic and social consequences on affected
workers, their families and regional communities during a period of transition
and economic diversification for Tasmania.

_The Governments recognise the opportunities afforded through the
community-driven Tasmanian Forests Statement of Principles developed by
the Signatories (the Signatories) to:

« minimise state-wide economic and regional community impacts of a
rapid decline in the native forest industry;

+ enable structured transition to a tong term systainable forest industry
and diversification of the economic base;

« ensure consequential conservation benefits; and

. reduce the long term divisive community debate over native forests,
including through seeking annual confirmation of the Signatories
support for the implementation of all elements of this Agreement.

 The Governments agree to work together to support the forest industry to
progressively transition to a more sustainable and diversified footing and to
build regional economic diversity and community resilience.

_ The Governments further agree that, through entering into this Agreement,
they are seeking to achieve the following outcomes:

i.  Forest workers, their families, communities and harvest and haulage
contractors experiencing hardship as a result of the restructuring of
the Tasmanian forest industry are provided with immediate support;

i, Regional economies in Tasmania broaden their economic base and
improve the productivity and income earning capacity of the



Tasmanian economy;

iii.  Native forest with high conservation values is further protected
through expansion of the National Reserve System and possible World
Heritage listing of appropriate areas,;

iv.  The Tasmanian forest industry has a sustainable and guaranteed wood
supply; and

v.  Signatories to the Statement of Principles and other stakeholders
including affected communities and local goevernments are committed
to and appropriately engaged in delivering the above.

7. The Governments recognise that the above outcomes are interrelated and no
one outcome takes precedence over another.

8. To give effect to this common policy intent, the Governments agree to the
following three Streams of activity all of which will comimence Now:

. Stream One: Support for Workers, Contractors and Communities;

i, Stream Two: Protecting High Conservation Forests and Ensuring
Sustainable Wood Supply; and

iii. Stream Three: Economic Diversification.

9. The Governments will design and deliver the various components of these
Streams to ensure complementarity and to maximise efficiency and positive
outcomes,

10.Implementation of this Agreement will be overseen by an Intergovernmental
Taskforce supported by a Reference Group of Signatories, and in consultation
with community members and other relevant parties on matters such as:

i, the modelling of options and outcomes under the independent
verification process (Clause 20 refers); and

li.  further work and the transition plan required for successful delivery of
the wood supply and conservation commitments set out in this
Agreement.

STREAM ONE: SUPPORT FOR WORKERS, CONTRACTORS AND
COMMUNITIES

Support for forest industry workers

11.The Commonwealth will work with State and local stakeholders to maximise
employment and training opportunities at the regional and local level,
including by working in partnership with ForestWorks and Skills Tasmania.
This may include developing industry and community partnerships to identify
and deliver appropriate solutions for displaced workers.

12.The Commonwealth wili fund at least $14 million and up to $25 million
(subject to demand) to provide immediate employment and training support
for redundant forest workers in Tasmania. This will include intensive support

74



75

through Job Services Australia and other providers, for workers made
redundant from eligible businesses in the forestry industry In Tasmania. In
addition, support will include accelerated access to the Commonwealth’s
“Connecting People with Jobs” program, which will provide relocation support
for redundant Tasmanian forestry workers.

13.The State will provide funding of $15 million to ForestWorks Ltd to administer
and provide transition support payments, subject to equity and efficiency
criteria approved by the State, to workers directly impacted by the industry
restructuring, inciuding employees of contractors who are made redundant,
as a result of Gunns Ltd’s exit from native forest processing.

14.The Governments will provide funding of $1 million over two years ($0.5
million each) to support Rural Alive and Well Inc. mental heaith counselling
and community well-being services for forest workers and contractors, their
families and associated businesses adversely affected by the current forestry
industry changes.

15.The Governments will work with major employers to identify sustainable
employment opportunities.

Voluntary Exits for Native Forest Haulage, Harvest and Siivicultural
Contractors

16.Following compliance by the State with Clause 22, the Commonwealth will
provide and manage the allocation of $45 million subject to demand in
assistance for voluntary exits from public native forest operations for
haulage, harvest and silvicultural contractors. The Commonwealth will consuilt
with the State and, where appropriate, the forest contractors’ associations
during the design and delivery of this exit assistance mechanism.

STREAM TWO: PROTECTING HIGH CONSERVATION VALUE FORESTS AND
ENSURING SUSTAINABLE WOOD SUPPLY

Legisiated sustainable timber supply/Sustainable forestry industry

17.Wood supply for the remaining industry will be guaranteed:

At least 155 000 thousand cubic metres per year of high quality
sawlog, by regulation.

265 000 metres per year of peeler billets.

A speciality timber supply, noting that the industry claim is 12,500
cubic metres per year, subject to verification,

18.Contracts for native wood supply that are in existence at the time of this
Agreement will be honoured. The Governments recognise the importance of
this commitment for the successful implementation of the whole Agreement,
particularly in relation to the guaranteed supply of peeler billets under their
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current contract, including the option to extend that contract. In providing
this commitment, the Governments also have a clear expectation that
Signatories to the Statement of Principles will continue to respect those
contracts and the associated need for guaranteed supply to meet them.

19.The independent verification group established under Clause 20 will advise
Governments, Signatories and other reievant stakeholders on any further
legislative requirements that will be needed to underpin guaranteed industry
supply, conservation outcomes and an effective transition plan.

20.The Governments will establish and support an Independent Verification
Group, to be led by Professor Jonathan West, to provide advice by the end of
2011 to the Prime Minister and the Tasmanian Premier. The Independent
Verification Group will consuit with the Governments (through the
Intergovernmental Taskforce), Signatory organisations (through the
Reference Group of Signatory representatives), experts and other
stakeholders in undertaking its work. This Independent Verlfication Group
wilt design and implement an independent and transparent verification
process that will assess and verify stakeholder claims relating to sustainable
timber supply requirements (including at the regional level), available native
forest and plantation volumes, and areas and boundaries of reserves from
within the ENGO-nominated 572,000 hectares of High Conservation Vaiue
native forest, This Group will also make recommendations on appropriate
forms of land tenure for the purposes of Clause 29. The Independent
Verification Group will seek the agreement of the Signatories within one
month of the date of this Agreement on the process for conducting
independent verification, and their agreement to accept its results. If they
agree, both Governments agree to be bound by the results of the verification
process for the purposes of Clause 29,

21.The Commonwealth Government wili provide funding to support the
verification process, The Governments will ensure timely access to all
relevant data, including that held by Forestry Tasmania, to the independent
verification process,

22,Pursuant to outcome (i) in Clause 6, the State wilf enter into a process with
Gunns Ltd to ensure that a sufficient volume of native forest sawlog supply is
retired to achieve the objects of Clauses 17 and 29.

23.The State will establish under terms to be agreed with the Commonwealth,
and the Commonwealth will fund, a voluntary sawlog contract buy-back
program for additional sawmillers wishing to exit the industry, Buy-backs
under this voluntary exit program will be completed by end of June 2012,

24.1In accordance with the terms agreed by the Governments, and informed by
the results of the independent verification process, the Governments will
increase high conservation value areas of the National Reserve System as
native wood supply capacity is retired under this voluntary exit program and
when suitabie plantation wood supply is available,



Conservation

25.The State will immediately place the 430,000 hectares of native forest
identified in Attachment A (other than any areas that are not State forest),
from the 572,000 hectares nominated by ENGOs through the Statement of
Principles process, into Informal Reserves. The boundaries of this 430,000
hectares were verified through an independent verification process.

26.The State will ensure that, until the further independent verification process
required under Clause 20 s completed, wood supply required under Clause
17 will be sourced from outside the 572,000 hectares of ENGO-nominated
High Conservation Value forest area unless the remaining State Forest area is
insufficient to meet the contractually specified quality and quantity of wood
supply. Where this is the case, the Tasmanian Government will ensure that
wood supplies are sourced outside the 430,000 hectares placed in Informal
Reserves. The Tasmanian Government will ensure that the 430,000 hectares
of State Forest identified in Attachment A is not accessed. Where harvesting
work has already begun in coupes within the nominated 430,000 hectares,
rescheduling will occur as soon as practical and a list of coupes that will be
harvested will be agreed by the Governments and the signatories, advised by
the Independent Verification Group, within two weeks of the signing of this
agreement. If sourcing of wood supply from within the 572,000 hectares is
considered to be necessary under any circumstances, the Governments will
immediately consult with the reference Group of Signatories and the
Independent Verification Group in order to inform them of the basis for
sourcing wood supply in those areas, and with the intention of providing this
supply in a way that minimises impacts on conservation values,

27.During the independent verification process, in the event that Forestry
Tasmania reports that it cannot meet contractual requirements from
production resources outside the nominated 430,000 hectares, the
Governments will undertake the following steps. First, an independent expert
will be jointly appointed by the Governments to review scheduling and other
relevant data and attempt to reschedule harvesting activities so as to meet
the requirements of contracts and maintain the interim protection of the
430,000 hectares. In the event that the independent expert concludes that it
is impossible to achieve this through rescheduling on a reasonable
commercial basis or through sourcing alternative supplies, the
Commonwealth will compensate the contract holder for the value of lost
profits and unavoidable costs. Any such costs will be met, in the first
instance, from within the $7 million payment in financial year 2011-12
referred to in Clause 35.

28.Following completion of the independent verification process under Clause 20,
and until their formal protection in accordance with Clause 29, the State will
ensure that all areas determined by the independent verification process as
being of High Conservation Value and compatible with the guaranteed wood
supply in Clause 17 are placed or remain in Informal Reserves and are not
used for wood supply.

29.The State will ensure legisiative protection of the areas of reserve (from the
ENGO-nominated 572,000 hectares) determined by the independent
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verification process referred to in Clause 20 above as compatible with the
guaranteed timber supply. This protection will be achieved through
appropriate forms of land tenure, informed by the Independent Verification
Group and compatible with other economic development opportunities,
including National Parks and other Formal Reserves in the National Reserve
System, and possible nomination of appropriate areas for inclusion in the
Tasmanian Wilderness World Heritage Area,

30.The Tasmanian Government will introduce legislation no later than 30 June
2012 into the Parliament to formally protect the areas of reserve in Clause 29
with appropriate land tenure.

31.The Governments expect that Signatories to the Statement of Principles will
support the provision of Forest Stewardship Council and/or Australian Forest
Standard certification for appropriate remaining forestry activity in Tasmania,
Progress towards agreement by Signatories to a process for achieving
certification will be considered under Clause 45,

32.The Governments expect that the Triabunna mill will reopen and be operated
in accordance with the Statement of Principles. If this does not occur, either
Government may request a review of the terms of this Agreement, with a
review to occur only if both Governments agree,

33.1f legislation to glve effect to Clauses 17 and 29 is not in place within three
months of its Introduction, either Government may request a review of the
future funding under this Agreement.

34.The Commonwealth will provide $43 million to the Tasmanian Government to
assist the State to facilitate the implementation of this Agreement. At least
$15 million of this funding will be used by the State to support voluntary
compensable exits by saw-millers wishing to exit the industry (as set out in
Clause 23}, and $5 million is to be used in accordance with purposes and
conditions to be agreed with the Commonwealth to support provision of
information and consultation with affected communities.

35.The Commonwealth Government will provide an immediate payment of
$ 7 million to the Tasmanian Government in financial year 2011-12 to
support management of the additional reserves. Foltowing formal legislative
protection by the Tasmanian Government of the areas of reserve identified in
Clause 29, the Commonwealth will provide $7 milion per financial year,
indexed to CPI, with a review of the base funding after 5 years.

36.Prior to formal legislative protection of the areas of reserve identified in
Clause 29, and until completion of the independent verification process in
accordance with Clause 20, the 430,000 hectares referred to in Clause 25 will
be protected under a Conservation Agreement between the State, Forestry
Tasmania and the Commonwealth under the Environment Protection and
Biodiversity Conservation Act, with management of these new areas of
reserve by the Forestry Tasmania. Following the completion of the
independent verification process in accordance with Clause 20, this initial
Conservation Agreement will lapse and all areas determined by the
independent verification process for the purposes of Clause 29 will be



protected under a new Conservation Agreement between the State, Forestry
Tasmania and the Commonwealth under the Environment Protection and
Biodiversity Conservation Act, with management of these new areas of
reserve by the Forestry Tasmania. This second Conservation Agreement will
lapse when these areas of reserve are given formal legislative protection in
accordance with Clause 29,

STREAM 3: ECONOMIC DIVERSIFICATION

37. The Regional Development Ministerial Advisory Council recently established
by the Hon Simon Crean MP, Minister for Regional Australia, Regional
Development and Local Government, and chaired by Mr Bill Kelty AC will
assist in the identification and development of regional development
opportunities in Tasmania. The initial stages of this process will include
consultation with the community and stakeholders to identify the further
work and the transition plan required for the successful delivery of the supply
and protection commitments formalised through the operation of this
agreement, and the identification of other opportunities for regional
development. A detailed socio-economic study by Professor Jonathon West
will also be undertaken to support the Governments in identifying
opportunities.

38.The Commonwealth Government will work in partnership with the Tasmanian
Government through a Memorandum of Understanding to be agreed between
the Hon Simon Crean MP, Commonwealth Minister for Regional Australia,
Regional Development and Local Government and the Hon David O'Byrne MP,
Tasmanian Minister for Economic Development to analyse options for
economic diversification to support transition to a sustainable Tasmanian
economy including through state-wide, place-based support for ecanomic
diversification, consistent with the Tasmanian Economic Development Plan, to
he released by the end of August 2011,

39.The Governments will develop a process to identify by mid 2012:
a. the impacts of forestry adjustment on affected regions, including the
scope for alternative sectors and jobs to support regional adjustment;
b. progress in implementing Commonwealth and Tasmanian adjustment
measures; and
c. the need for further regionat development assistance.

40.The regional opportunities identified through the processes in Clauses 37 to
39 above will support development by the Governments of options for
economic diversification which will include a focus on:

a. Skills—to develop and retain specialised skills required to support
innovation and future skills needs of a strengthened economic base
that builds on national opportunities and supports career paths;

b. Business development services—to provide support for businesses to
improve innovation and competitiveness;

¢. The potential for increased value-adding and greater use of plantation
timber by the forestry industry;

d. Infrastructure investment—to transform supply chains or minor
infrastructure investment to support connectivity for selected sectors;
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e. Facilitation, research and collaboration - to support improved
innovation, competitiveness and productivity.

41, Subject to formal legislative protection by the Tasmanian Government of the
areas of reserve identified in Clause 29, the Commonweaith Government will
provide $120 million over a period of 15 years, including an initial payment of
$20 million in 2011-12, to fund regional development projects which meet
rigorous criteria for improving the productivity and income-earning capacity
of the Tasmanian economy. Any funding provided under this Clause will be
repaid by the State to the Commonwealth in the event that the Tasmanian
Parliament does not pass legislation to provide the protection referred to in
Clause 29, The Governments will work collaboratively and agree on the
design, criteria, joint assessment procedures, and monitoring and evaluation
of the $120 miilion package., Major regional development projects under this
fund will be agreed by a joint Ministerial council, comprising the Tasmanian
minister responsible for economic development and the Commonwealth
minister for regional Australia before funding is provided.

42.The Commonweaith’s position is that no Commonweaith funds will be paid to
progress the Bell Bay pulp mill project.

Nature of Obligations under this Agreement and relationship to other
agreements ‘

43.This Agreement is not intended to create legally enforceable rights and
obligations. In the event that any clause of this Agreement exceeds the
power of either Government or is unenforceable for any other reason, that
clause is to be read as not intending to create legally enforceable rights and
obligations.

44.Where Governments have agreed to ensure that certain things occur, this
means they will do everything within their legal and other powers to ensure
that these things occur.

45.The Governments will ask the Signatories to report annually to both
Governments on the durability of, and the Signatories ongoing commitment
to, the Agreement, The first report will be required by 30 June 2012. If the
report demonstrates that the Agreement is no longer durable, then both
Governments will review the terms of the Agreement,

46.This Agreement between the Commonweaith and the State is not expected to
have direct implications with respect to the ongoing administration of the
Environment Protection and Biodiversity Conservation Act 1999, with the
exception of flow on implications that may accur in relation to any
amendments required to the Tasmanian Regional Forest Agreement. The
State will ensure that Informal Reserves created under Clause 25 of this
Agreement are treated consistently with the treatment of Informal Reserves
covered by attachment 6 to the Tasmanian Regional Forest Agreement. The
governments will consult on the amendments that should be made to the
Regional Forest Agreement either during or following the independent
verification process, to reflect the terms of this Agreement,
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47.The Governments will continue to discuss issues around the treatment of any
potential carbon offset opportunities that may arise for Tasmania from the
creation of new format reserves and/or the reduction in annual native forest
sawlog production as a result of this Agreement. In particular, the
Governments will work together to examine potential opportunities under the
Biodiversity Fund arising from increased formal forest reserves.

Reporting

48.The Governments will work together to ensure that there are appropriate
mechanisms in place to monitor and publicly report on the implementation of
the commitments in this Agreement in consultation with the Signatories to
the Statement of Principles.

Data Use and Access

49.The Governments recognise that the implementation and monitoring of this
Agreement depends on appropriate mutual access to and accreditation of
relevant information, including from Forestry Tasmania, and agree to provide
such access and accreditation for the term of this Agreement.

Funding

50.A National Partnership Agreement will be created in addition to this
Agreement to facilitate funding from the Commonwealth to the Tasmanian
Government for those components of the forestry package that are classified
as a payment to the States by the Department of Finance and Deregulation.

Treatment of Funding by the Commonwealth Grants Commission

51, The Commonwealth Government will:

a. Instruct the Commonwealth Grants Commission to prepare its assessment
of per capita relativities for the distribution of the GST revenue pool
without reference to the Funding under this Agreement (that is, the
Funding will be quarantined); and

b. Not reduce funding provided to Tasmania under any other current or
future funding agreements, such as Specific Purpose Payments, as a
result of the Funding. In agreeing future financial arrangements between
the Commonwealth and Tasmania for any purpose, no regard shall be had
to the Funding.

Termination

52.With the exception of Clause 53, this Agreement may only be terminated by
the Commonwealth with the consent of the State; or by the State with the
consent of the Commonwealth; or where the dispute resolution clauses have

been observed.

53.This Agreement may be terminated by the Commonwealth, where the State

has been given a 30 day period of notice on:
i, a failure to proclaim the new Formal Reserves in accordance
with Clause 30; or
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ii.  a failure to use money for the purpose for which it was allocated
by the Commonwealth,

54.The provisions of this Clause do not apply if the failure is of a minor nature or
rectification is possible and has occurred before the end of the 30 day period.

Duration and Extension of Agreement

35.This Agreement will commence on the date of its execution, and remain in
force for 15 years or until its codification within a further agreement under
the Tasmanian Regional Forest Agreement.

Cooperation and Response to Requests

56.The Governments agree to work cooperatively to address any matters raised
in writing by either of them relating to the interpretation or implementation
of this Agreement and undertake to respond to any request within 20 days of
its receipt,

Dispute Resolution

57.The Governments agree that if a dispute arises between the Governments it
must be resolved expeditiously in accordance with the following:

+ When a dispute arises, either Government may serve a notice on the
other specifying the nature and substance of the matter or issue in
dispute.

« Within 7 days of the notice being served the Governments must attempt
to settle the dispute.

+ Each of the Governments agrees to use its best endeavours to resolve the
dispute.

Notices

58.Any notice or other communication to be given or made pursuant to this
Agreement shall be in writing and addressed as follows:

The Commonwealth

The Secretary

Department of the Prime Minister and Cabinet
One National Circuit

BARTON ACT 2600

The State

The Secretary

Department of Premier and Cabinet
Level 7

15 Murray Street

HOBART TAS 7000



or in accordance with any other mode of service which may agreed in
writing between the Governments.

All other terminology in this agreement is to be interpreted subject to the
definitions specified in the Tasmanian Regional Forest Agreement.

R R AN NATA NI RO RN ARN AR AR EERR RN RIN AR E e REEEIRTEEANTRRNETEN T ERRTI RN T iR EaTIrNbERE

Julia Gillard MP Lara Giddings
Prime Minister Premier
Launceston

7 August 2011
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Definitions:
In this Agreement unless the contrary intention appears:

"Agreement” means all parts of this Agreement between the Commonwealth
and the State and includes the Attachments to this Agreement,

“Eligible business” for the purposes of Clause 12 means a business operating
in the forestry industry in Tasmania which has made workers redundant as a
resuft of the decline in the native forest industry. A business is eligible once it
has been confirmed by the Commonwealth Department of Education,
Employment and Workplace Relations.

"ENGOs" means environment non government organisations which are
signatories to the Statement of Principles, being The Wilderness Society,
Australian Conservation Foundation, and Environment Tasmania; unless
otherwise specified.

"Formal Reserve System” means the system of Formal Reserves in Tasmania
which are equivalent to IUCN protected area management categories I, 11, 111,
IV or VI, and as further defined in the Tasmanian Regional Forest Agreement.

"High Conservation Value (HCV) Forests” means those forest areas
identified as High Conservation value by the Signatories to the Statement of
Principles.

“Independent Verification Group” means a group of experts (including an
expert on geology/mineralogy) jointly nominated by, but independent of, both
Governments and all other stakeholders and led by Professor Jonathan West to
provide advice to the Prime Minister and the Tasmanian Premier on the resuits of
an independent verification process to be undertaken in accordance with Terms
of Reference jointly agreed by the Governments.,

“Intergovernmental Taskforce” means a high level group of sentor officials
nominated by each government to oversee implementation of this Agreement.

"Native Forest Industry Workers” means individuals employed
predominantly in the harvest, haulage or processing of wood from Tasmanian
native forests,

"Reference Group of Signatories” means a group of representatives
nominated by the Signatories which will be consulted by the Intergovernmental
Taskforce on matters including the modelling of options and outcomes under the
independent verification process, and the transition plan required for successful
delivery of the wood supply and conservation commitment set out in the
Agreement.

"Regional Forest Agreement” means the Tasmanian Regional Forest
Agreement signed by the Commonwealth and the State in 1997, and as varied
on 19 July 2001 and 23 February 2007, and the Supplementary Agreement
signed on 13 May 2005.
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“Signatories” means all of those organisations which signed the Statement of
Principles on 14 October 2010.

“Statement of Principles” means the Tasmanian Forests Statement of
principles to Lead to an Agreement signed by forest industry, union and
environment organisations on 14 October 2010.

wrasmanian forestry industry” for the purposes of this Agreement means
those businesses and workers that depend on the growing, managing or
processing of trees or wood products from native forests and plantations in

Tasmania.
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Deed

Dated

The Crown in Right of Tasmania
(Crown}

and

Forestry Tasmania
(Forestry Tasmania)

Execulive Bullding
15 Murray Street Hobart Tasmania 7000
GPO Box 825 Hobart Tasmania 7001
L . Tetephone: (03) 6233 3922
The Crown Solicitor of Tasmania Fooamilo! (({33})5233 o374
File Rel: DPAC j 38146
Dec Ref: Dead of Release Between Csown and
Forestry {Clean)
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Deed

89

Details
Partles Crown, Forestry Tasmanita
Crown Name The Crown in Right of Tasmania represented by
the Department of Treasury and Finance
Short form name The Crown
Address 21 Murray Street [IOBART Tasmania 7000
Facsimile (03) [##tinsert facsimile number##]
Attention Secre{at'y
Eoresvyi Name Forestry Tasmania (bcing the body corporate
asmania established pursuant to section 6 of the Forestry Act
1920 {Tas))
ABN 91 628 769 359
Short formname  Porestry Tasmania
Address 79 Melville Street TIOBART Tasmania 7000
Facsimile (03) 6235 8223
Attention
Recitals A Forestry Tasmania and Gunns arc partics to the Wood Supply

Agreements and the China Sale Agreement.

B Forestry Tasmania and Guins are in dispute with respect o cach
party’s obligations arising out of the Wood Supply Agreements
and the China Sale Agrcement and the continued existence of the
Wood Supply Agreements themselves.

¢ Particutarly Forestry Tasmania claims:
(i) that Gunns by letter dated the 18" day of April 201!

erminated the Wood Supply Agreements with that
termination to take effect on the 15™ day of October 201 1;

(i1) that Gunns is in breach of the terms of the Wood Supply
Agreements and the China Sale Agreement by virtue of its
failure to pay all sums of money accruing and due in
accordance with the terms of those Agreements.

D Particularly Gunns claims:

Deed of release| DPAC | 38146 | Dead of Release Between Grown and Forestry {Clean) page 1



(1) that its letter dated the 18" day of April 2011 was not
legally efiective o terminate  the Wood Supply
Agreements;

(i) that Forestry Tasmania is in breach of the terms of the
Wood Supply Agreements and the China Sale Agreement
and as a consequence Gunns has incurred loss and damage
which is claimed from Forestry Tasmania.

Forestry Tasmania and Gunns cach deny the others claims.

Forestry Tasmania and Gunns are agreed that in the event that the
letter of the 18" day of April 2011 was legally effective to
terminate the Wood Supply Agreements then Forestry Tasmania is
legally obliged to enter into good faith negotiations with Gunns
about the terms of new agreements for the supply of Pulpwood (as
defined in Wood Supply Agreement 917) and Supply Products {as
defined in Wood Supply Agreement 918),

Gunns has indicated that it wishes to exit native forest lopging
operations in Tasmania,

The Crown has entered into the Tasmanian Forests
Intergovernmental Agreement with the Commonwealth.

Under the Tasmanian Forests Intergovernmental Agreement the
Commonwealth has agreed to provide funding to the Crown for
the purposes of enabling the creation of the Reserves.

The Reserves cannot be created unless:

(i) there is certainty that Forestry Tasmania is not legally
obligated to make any further supplics of wood to Gunns
pursuant to the Wood Supply Agreements and the China
Sale Agreement; or

(i) if the Wood Supply Agreements have been terminated,
there is legal certainity that Forestry Tasmania is not under
a legal obligation to enter into good faith negotiations with

Gunns about the terms of new agreements for the supply of

pulpwood (as defined in Wood Supply Agreement 917)
and the Supply Products (as defined in Wood Supply
Agreement 918).

By virtuc of clause 22 of the Tasmanian Forests Intergovernmental
Agreement the Crown is obliged to ensure that a sufficient volume
of native forest sawlog supply is retired to achieve the objects set
out in clauses 17 and 29 of that Agreement.

The parties have enlered into this Deed (o facilitiate the
requirements  of the Tasmanian Porests Intergovernmental
Agreement by cnsuring the termination of the Wood Supply
Agreements and the China Sale Agreement and, except for

90
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xcluded Claims, to resolve all claims Forestry Tasmania has
against Gunns arising out of the Wood Supply Agreements and the
China Sale Agreement,

Date See¢ signing page
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Operative provisions
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1

1.1

Definitions and interpretation

Definitions

In this Deed, unless the context otherwise requires:

China Sale Agreement means the agreement known as 'the China Sale
Agreement’ constituled by the letter dated 9 June 2010 from Forestry Tasmania to
Gunns, and countersigned by Greg ['Estrange as an authorised representative of
Gunns,

Claim means any allegation, debt, cause of action, liability, claim, proceeding, suit
or demand of any nature however arising and whether present or future, fixed or
unascertained, actual or contingent, and whether at law, in equity, under statute or
otherwise.

Conmmonwealth means the Commonwealth of Australia.

this Deed means this deed ol release.

Excluded Claims means the lollowing claims or rights:

(a) a claim under the indemnity in clause 8 of Schedule 13 of Wood Supply
Agreement 917;

(b}  a claim under the indemnity in clause 8 of Schedule 13 of Wood Supply
Agreement 918;

(c) a claim under any indemnity in the China Sale Agreement; or
(@) rights arising out of clause 16 of the Wood Supply Agreements.
Gunns means Gunns Limited ABN 29 009 478 148,

Forestry Act means the Forestry Act 1920 {('tas).

Reserves means the reserves which are (o be created pursuant 1o the Tasmanian
Forests Intergovernmental Agreement,

Rights includes a right, a power, a remedy, a diserction or an authority.

Settlement Pate means the day of 2011 or such other date agreed to in
writing by both partics.

Tasmanian Forests Intergovernmental Aercement means the agreement made
g . A i

between the Commonwealth and the Crown on the 7 day of August 2011, a copy

of which is annexed to this Deed marked “A”.
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Wood Supply Agreements mean Wood Supply Agreement 917 and Waod Supply
Agreement 918,

Wood Supply Agreement 917 means contract for sale No. 917 dated 20
December 2007 made between Forestry Tasmania and Gunns and titled 'LONG
TERM PULPWOOD SUPPLY AGREEMENT

Wood Supply Agreement 918 means contract lor salc No. 918 dated 20
December 2007 made between Forestry Tasmania and Gunns and titled "SAWLOG
AND OTHER PRODUCTS SUPPLY AGREEMENT",

1.2 interpretation
In this Deed, unless the context otherwise requires:

{(a) a reference to this Deed, or any document referred to in this Deed or
another document, includes any variation or replacement of any of themy;

(b) a relerence to a statute, ordinance, code or ofher law includes regulations
and other instruments under it and consolidations, amendments, 1¢-
enactments or replacements of any of them;

(¢) the singular includes the plural and vice versa;

{d) person includes a firm, a body corporate, an unincorporated association, a
responsible authorily, or other cntity, as constituted from {ime o time;

{e) a reference to a person includes a reference to the person's executors,
administrators, successors, substitutes and permitted assigns;

(f a reference to writing includes a reference to printing, typing and gach
other method of producing words, figures or symbols in visible form;

(g) areferencetod body (other than a party o this Deed) whether or not it is a
statutory body:

(i) which ceases to exist; or
(ii)  whose powers or functions arc transferred to any other body,

vefers 1o the body which replaces it or which substantially succeeds to its
powers or functions;

(h) an agreement, representation or warranty on the part of, or in favour ol two
or more persons binds, or is for the benefit of them, jointly and severaily;

(i} words importing any gender include all other genders, as applicable;
M a reference to any thing (including any amount) is a reference to the whole

or any part of it and a reference to a group of persons is a reference to any
one or more of then;
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(k) a covenant prohibiting a person from doing anylhing also prohibits that
person from authorising it to be done by another person:

H a reference to a clause, schedule or appendix is to a clause, schedule or
appendix in or to this Deed;

(m)  mentioning any thing after the words include, included or including does
not timit the meaning of any thing mentioned before thase words;

(n)  aveference Lo a day must be interpreted as the period of time in the Crown
commencing at midnight and ending 24 hours later;

{0) reference to a time and date in connection with the performance of an
obligation by a parly is a reference to the time and date in Hobart,

Tasmania, even if the obligation is to be performed clsewhere;

(p)  other parts of specch and grammatical forms of a word or phrase defined in
this Deed have a corresponding meaning; and

(q)  relerences to '$' and "dollars' are to Australian dollars.

1.3 No contra proferentum
In the interpretation of this Deed, no rule of construction will apply to
disadvantage a party because that party proposed u provision of this Deed or the
Deed itsell.

1.4 Headings
Headings are included for convenience only and do not affect the construction or
interpretation of this Deed.

1.6 Defined terms
Terms used in this Deed and not defined herein and which are defined in the
Tasmanian Forests Intergovermmental Agreement have the meaning given (o them
in the Tasmanian Forests Intergovernmental Agreement.

2 Condition

21 Condition

Each party’s obligations under clauses 3 and 5 of this Deed are subject to the
conditions precedent that on or before the Settlement Date the Crown enter into a
deed with Gunns wherchy:

(a) (Giunns releases Forestry Tasmania in the same terms as clause 3(a) of this
Deed;
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(b)

(c)

(d)
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Gunns agrees to the termination of and to treat as terminated the Wood
Supply Agreements and the China Sale Agreement in the terms of clause
3(b} ol this Deed;

Gunns releases Forestry Tasmania from all its obligations and liabilitics
under the Wood Supply Agreements and the China Sale Agrcement in the
terms of clause 3(c) of this Deed; and

Gunns agrees to assign the residual rights and obligations under the Wood
Supply Agreements and the China Sale Agreement in the same terms as
clause 5 of this Deed.

2.2 Termination

(a) Fither party may clect to tetminate this Deed by notice in writing to the
other il the condition in clause 2.1 is nol satisfied on or before the
Settlement Date.
(b) If this Deed is terminated pursuant 10 clause 2.2(n) then:
(i) cach party will have the same Rights and obligations that it would
have had as if the parties had never entered into this Deed; and
(i)  neither party will have a Claim against the other in respect of the
subject matter ol this Deed.
3 Payment

In consideration of the payment on the Settlement Date by the Crown 10 Forestry
Tasmania of the sum of $ 12,650,000.00 (GST inclusive):

(a)

(b}

{d)

Forestry Tasmania agrees 0 release Gunns from all Claims, except for the
Excluded Claims, that Forestry Tasmania now has, or may in the future
have, against Gunns in conmection with or arising out of the Wood Supply
Agrecments and the China Sale Agreement including any breach of the
same by Gunns;

Forestry Tasmania agrees 10 the termination of and to lrcal as {erminated
the Wood Supply Agreements and the China Sale Agreement as at the
Settlement Date;

Forestry Tasmania agrees (o release Guinns from its obligations and
liabilitics under the Wood Supply Agreements and the China Sale
Agreement whether arising before on or after the Setitement Date; and

Subject to ils powers and obligations under the Forestry Act (as amended)
and the Govermment Business Lonterprises Act (as amended), Forestry
Tasmania agrees to set aside the Reserves from wood production and to do
and facilitate all that it reasonably can to further the requirements of the
Tasmanian Forests Intergovernmental Agreement particularly but without
limitation:
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(1) provision ol data and information as reasonably required by the
Independent Verification Group to which the Tasmanian Forests
Intergovernmental Agreement relers to facilitate its work:

(ii) creation of the required Informal Reserves pursuan( to clauses 25
and 28;

(i) not to supply wood or allow wood production within the Iligh
Conservation Value forest area in accordance with the requirements
of clause 26;

4 Excluded Claims

Nothing in this Deed affects any Rights of a party (including any Rights ol that
party against the other party) in connection with any Excluded Clabms.

5 Assigﬁrrrrm\_i;ent

{a) Subject to clause 4, to the extent that the Wood Supply Agreements and the
China Sale Agreement may subsist or that there are continuing Rights and
obligations of Forestry Tasmania arising out of (hose Agreements afler the
Settlenent Date then Forestry Tasmania assigns (o the Crown abselutely
the benefit of those Apreements.

(b) Forestry Tasmania consents to the assignment of the Wood Supply
Agreements and the China Sale Agreement by Gunns to the Crown,

(@) The consideration payable by the Crown to Forestry Tasmania as expressed
in this Deed is GST inclusive.

(b) On the Settlement Date Forestry Tasmania must provide to the Crown a
valid tax invoice for the consideration.

(€) In this clause 6 unless the context otherwise requires:
(i) GST Act means the A4 New Tax System (Goods and Services Tux)
Act 1999 (Cwith) and the related imposition Acts of the

Commonwealth; and

(i) expressions defined in the GST Act have the same mceaning when
used in this clause 0.
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7 Notices

7.1 Method of giving Notices
A notice, consent, approval, application or other communication (cach a Notice)
under this Deed must be in writing, signed by or on behalf of the person giving it,
addressed to the person to whom it is to be given and:
(a) delivered,
(b)  sent by pre-paid mail; or
(¢)  sent by facsimile,
to that person's address or (acsimile number (as applicable).
For the avoidance of doubt, no Notice may be given either orally or by email,

7.2 Time of receipt of Notices
A Notice given to a person is treated as having been given and recetved:

(a) i delivered, on the day of delivery if delivered after 9.00am and betore
4.00pm on a Business Day, otherwise on the next Business Day;

(b) if sent by pre-paid mail, on the day of actual delivery if delivered after
9 00am and before 4.00pm on a Business Day, otherwise on the next
Business Day; and

(c) if sent by facsimile and the (ransmission report states that it was sent in lull
and without error, on the day of iransmission if that report states that the
(ransnission was completed afler 9.00am and belore 4.00pm on a Business
Day, otherwise on the next Business Day.

7.3 Address for Notices

For the purposes of this clause 7, a person (the sender) may take the address and
facsimile number of another person (the recipient) to be:

{a) the address and number set out in the Details above; or

(b) i the recipient has notified the sender of another address or facsimile
numbet, the last address or facsimile number so notified to the sender.

e —

8 Law and jurisdiction
B.1 Governing Law

This Deed is governed by the Law of Tasmania.
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Submission to jurisdiction

The parties submit to the non-exclusive jurisdiction of the courts of Tasmania and
any courts that may hear appeals from those courts in respect of any proceedings in
connection with this Deed.

9.1

9.2

9.3

9.4

9.5

General

Waiver

The non-exercise of or delay in exercising any power or right of a party does not
operate as a waiver of thal power or right, nor does any single exercise ol a power
or right preclude any other exercise of it or the exercise of any other power or
right. A power or right may only be waived in writing, signed by the party to be
bound by the waiver and such a waiver is eflective only in the specific instance
and for the specific purpose for which it was given.

Amendment

This Deed may only be amended or supplemented in writing signed by the parties.

Severability

If any provision of this Deed is or at any time becomes illegal, prohibited, void or
unenforceable for any reason in any jurisdiction then, as to that jurisdiction, that
provision is severed from this Deed and the remaining provisions of this Deed:

{a) continue to be enforceable; and

) arc to be construed with such additions, deletions and modifications of
language as are necessary to give effect to the remaining provisions of this
Deed,

Further assurance

Each party must do, sign, exccute and deliver and must procurce that each of its
employees and agents does, signs, executes and delivers, all deeds, documents,
instriuments and acts as reasonably required of it or them and must carry owt and
give full effect to this Deed and the Rights and obligations of the partics under it,
Counterparts

{a) This Deed may be exccuted in any number of counterparts.

b A party may exccute this Deed by signing any counterpart.
1 Y

(¢) All counterparts, taken together, constitute one instrument.

Executed as a deed
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Signing page

Dated:

Signed for and on behalf of The Crown
in Right of Tasmania by
The Honourable Larissa Tahireh

99

v 341 P
Giddings MP, Premier of Tasmania in ;
the presence of: Stgnature
(_.#.
Signature of witness
Name of witness (print)
Address of witness
Occupation - T
The commeon seal of
Forestry Tasmania .
was hereunto affixed by the authority of
its Board in the presence of: —
Sighature — -
Name and position held (print) T
(...._
Signature
Name and posilion held (print)
Deed of release] DPAC | 38146 | Dead of Release Betwaen Crown and Forestry (Clean} page 11
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Annexure “A”

Tasmanian Forests Intergovernmental Agreement
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Deed

Dated

Forestry Tasmania
(Forestry Tasmania)

and

Gunns Limited
(Gunns)

Execulive Building
15 Murray Street Hobart Tasmania 7000
GPO Box 825 Hobart Tasmania 7001
The Crown Solicitor of Tasmania Eggﬁgﬁg?-(32§’62§%3zg‘?,§2
Fite Ref: DPAC | 38146
Doc Ref: Dead of Release Between Gunns and
Forestry (Clean)
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Deed
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Details
Partles Forestry Tasmania, Gunns
ig;?szt:gia Name Forestry Tasmania (being the body corporate
established pursuant to section 6 of the Forestry Act
1920 (Tas))
ABN 91 628 769 359
Short form name Forestry Tasmania
Address 79 Melville Strect HOBART Tasmania 7000
Facsimile (03) 6235 8223
Attention
Gunns Name Gunns Limited o
ACN 009 478 148
Short form name Gunns
Address 78 Lindsay Strect
LAUNCESTON Tasmania 7310
Facsimile (03) [Hhtinsert fucsimile manber#ii]
Attention Managing Director
Recitals A Forestry Tasmania and Gunns are parties to the Wood Supply

Agreements and the China Sale Agreement,

B Forestry 1

"asmania and Gunng are in dispute with respect 10 each

party’s obligations arising out of the Wood Supply Agreements
and the China Sate Agreement and the continued existence of the
Wood Supply Agreements themselves,

c Particularly Forestry Tasmania claims:

() that Gunns by letter dated the 18% day of April 2011
terminated the Wood Supply Agreements with  that
termination to take cttect on the 15™M day of October 20113

(it) that Gunns is in breach of the terms of the Wood Supply
Agreements and the China Sale Agreement by virtue of its
fatlure to pay all sums of money accruing and due in
accordance with the terms of those Agreements.
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D Particularly Gunns elaims:
(1) that its Jetter dated the 18" day of April 2011 was not
fegally effective to  terminate  the Wood  Supply
gatly PPy
Agreements;

(it} that Forestry Tasmania is in breach of the terms of the
Wood Supply Agreements and the China Sale Agreement
and as a consequence Gunns has incurred loss and damage
which ig claimed from Forestry Tasmania.

E Forestry Tasmania and Gunns cach deny the others claims,

F Forestry Tasmania and Gunns are agreed that in the event that the
letter of the 18" day of April 2011 was legally eficetive to
terminate the Wood Supply Agreements then Forestry Tasmania is
legally obliged to enter into good faith negotiations with Gunns
about the terms of new agreements for the supply of Pulpwood (as
defined in Wood Supply Agreement 917) and Supply Products (as
defined in Wood Supply Agreement 918).

G Gunns has indicated that it wishes o eyt native forest logging
operations in Tasmania,

H The parties have entered into this Deed for the purpose of?

(i) except lor the Excluded Claims extinguishing on and from
the Settlement Date all Claims which cach party has
against the other in conncction with the Wood Supply
Agreements and the China Sale Agreement; and

(i1) terminating the Wood Supply Agreements and the China
Sale Agreement on the Settfement Date,

Date See signing page
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Operative provisions

1 Definitions and interpretation
1.1 Definitions
In this Deed, unless the context otherwise requires:

China Sale Agreement means the agreement known as ‘the China Sale
Agrecment' constituted by the letter dated 9 June 2010 from Forestry Tasmania to
Gunns, and countersigned by Greg L'Estrange as an authorised representative of
Gunns,

Claim means any allegation, debt, causc of action, liability, claim, proceeding, suit
ot demand of any naturc however arising and whether present or future, fixed or
unascertained, actual or contingent, and whether at law, in cquily, under statuic or
otherwise.

this Deed means this deed of release.
Fxcluded Claims means the following claims or rights:

{a) a claim under the indemnity in clause 8 of Schedule 13 of Wood Supply
Agreement 017,

(by @ claim under the indemnity in clause 8 of Schedule 13 of Wood Supply
Agreement 918;

{c) a claim under any indemnity in the China Sale Agreement; or
(dy  rights arising out of clause 16 of the Wood Supply Agreements.
Forestry Tasmania means Forestry Tasmania ABN 91 628 769 359.

Forestry Tasmania Release Deed means the Deed of Release to be entered into
between the Crown and Forestry Tasmania in the form annexed to this Deed
marked A",

Gunns Release Deed means the Deed of Release to be entered into between the
Crown and Forestry Tasmania in the form annexed to this Deed marked “B”.

Rights includes a right, a power, a remedy, a discretion or an authority.

Settlement Date means the day of 2011 or such other date agreed to
in writing by both parties.

Wood Supply Agreements mean Wood Supply Agreement 917 and Wood Supply
Agreement 918.
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Wood Supply Agreement 917 means contract for sale No. 917 dated 20
December 2007 made between Forestry Tasmania and Gunns and titled 'LONG
TERM PULPWOOD SUPPLY AGREEMENT®.

Wood Supply Agreement 918 means contract for sale No, 918 dated 20
December 2007 made between Forestry Tasmania and Gunns and titled 'SAWLOG
AND OTHER PRODUCTS SUPPLY AGREEMENT".

1.2 Interpretation

In this Deed, unless the context otherwise requires:

{a)

(b)

()

{(2)

(hy

)
0

(k)

a reference to this Deed, or any document referred to in this Deed or
another document, includes any variation or replacement of any of them;

a reference to a statute, ordinance, code or other law includes regulations
and other instruments under i and consolidations, amendments, re-
enactments or replacements of any of them:

the singular includes the plural and vice versa;

person includes a firm, a body corporate, an unincorporated association, a
responsible authority, or other entity, as constituted from time to timc;

a reference to a person includes a reference to the person's executors,
administrators, successors, substitutes and permitied assigns;

a reference to writing includes a reference to printing, typing and cach
other method of producing words, figures or symbals in visible form;

a reference to a body (other than a party to this Deed) whether or not it is a
statutory body:

(i) which ceases lo exist; or
(i) whose powers or functions are transferred to any other body,

vefers to the body which replaces it or which substantially succeeds to its
powers or lunctions;

an agreement, representation or warranty on the part of, or in favour of, twvo
or more persons binds, or is for the benefit of them, Jointly and severally;

words importing any gender include all other genders, as applicable;
a reference to any thing (including any amount) is a reference to the whole
or any part of it and a reference to a group off persons is a relerence o any

onc or more of them;

a covenant prohibiting a person from doing anything also prohibits that
person from authorising it to be done by another person;
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M a reference to a clause, schedule or appendix is to a clause, schedule or
appendix in or to this Deed;

(m)  mentioning any thing after the words include, included or including does
not limit the meaning of any thing mentioned before thosc words;

(m) a reference to a day must be interpreted as the period of time in the Crown
commencing al midnight and ending 24 hours later,

(o)  reference to a time and date in conneetion with the performance of an
obligation by a party is a reference to the time and date in Hobart,

Tasmania, even if the obligation is to be performed elsewhere;

(p)  other parts of speech and grammatical forms of a word or phrase defined in
this Deed have a corresponding meaning; and

(q)  relerences to 'S and 'dollars’ are to Australian dollars.
1.3 No contra proferentum

In the interpretation of this Deed, no rule of construction will apply to
disadvantage a parly because that party proposed a provision of this Deed or the
Deed itself.

1.4 Headings

Headings are included for convenience only and do not affect the construction of
interpretation of this Deed.

2 Condition
2.1 Condition

Bach party’s obligations under clauses 3 and 4 of this Deed are subject to the
conditions precedent that on or before the Settiement Date:

(o) the Crown and Gunns enter into the Gunns Release Deed; and

(b)  the Crown and Forestry Tasmania cnter into the Forestry Tasmania Release
Peed.

2.2 Termination
(a) Fither party may clect to terminate this Deed by notice in writing o the
other if cither of the conditions in clause 2.1 is not satistied on or hefore
the Settlement Date.

{b) i this Deed is terminated pursuant to clause 2.2(a) then:

(1) cach party will have the same Rights and obligations that it would
have had as if the parties had never entered into this Deed; and
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(i) ncither party will have a Claim against the other in respeet of the
subject matter of this Deed.

Termination of Wood Supply Agreements

Subject to satisfaction or waiver ol the conditions precedent in clause 2.1, on the
Settlement Date:

() to the extent that each of the Wood Supply Agreements and the China Sale
Agreement are otherwise subsisting as at that date, each of the Wood
Supply Agreements and the China Sale Agreement are terminated: and

(b)  each party is released from its obligations and liabilitics under each of the
Wood Supply Agreements and the China Sale Agreement which relate (o
any period before, on or after the Settlement Date,

4.1

4.2

Releases
Release by Forestry Tasmania

Subject to satisfaction or waiver of (he conditions precedent in clause 2.1, on the
Settlement Date, exeept for the Excluded Claims, Forestry Tasmania releases
Gunns from all Claims that Forestry "Tasmania now has or may in the future have
against Gunns in connection with or arising out of the Wood Supply Agreements
and the China Sale Agreement and/or any breach of them by Gunns.

Release by Gunns

Subject to satisfaction or waiver of the eonditions precedent in clause 2.1, on the
Settlement Date, except for the Excluded Claims, Gunns releases Forestry
Tasmania from all Claims that Gunns now has or may in the future have against
Forestry Tasmania in connection with or arising out of the Wood Supply
Agreements and the China Sale Agreement and/or any breach of them by Forestry
Tasmania.

Ex"c!uded Claims

Nothing in this Deed affects any Rights of a party (including any Rights of that
party against the other party) in connection with any Lxcluded Claims,

Enterdepend_ent oﬁigations

The obligations of each party under clauses 3 and 4 are to be performed on the
Settlement Date interdependent with (he obligations of the other party under those
clauses.  Accordingly, a party (the First Party) is not required to perform its
obligations under those clauses on the Settlement Date if the other parly is unable
or refuses to perform its obligations under those clauses on the Settlement Date
and the inability or refusal is not attributable {o any breach of this Deed by (he
First Party,
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7.1

8.1

Representation and warranties
Gunns' warranties

Gunns represents and warrants to the Crown that:

(a) (incorporation): Gunns is a corporation duly incorporated and existing
under the law of its place of incorporation and has the corporate power o
enter into and perform its obligations;

(b) (legal disability): Gunns is not an externatly administered body corporate
(within the meaning of section 9 of the Corporations Aet 2001 (Cwith));

(c) (controllers): no controller (within the meaning of section 9 of the
Corporations Act 2001 (Cwlth)) has been appointed over any of Gunns
assets and no such appointment has been threatened;

(d)  (solvency): Gunns is solvent (within the meaning of section 9 of the
Corporations Act 2001 (Cwlth));

() (authorisations): all necessary action has been taken by Gunns to authorise
the exccution and performance of its obligations under this Deed;

(H (transaction permitted): the performance by Gunns of its obligations
under this Deed will not breach in any respect any provision of:

(1) any applicable law or an order or ruling of a Government Body;
(iy  any agreement binding on Gunns; or

(iiiy  the Gunns' constitution.

Notices

Method of giving Notices

A nolice, consent, approval, application or other communication (each a Notice)
under this Deed must be in writing, signed by or on behalf of the person giving it
addressed to (he person (o whom it is to be given and:

(a) delivered;

() sent by pre-paid mail; or

(1) sent by facsimile,

{o that person's address or facsimile number (as applicable).

For the avoidance of doubt, no Notice may be given cither orally or by ematl.
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8.2  Time of receipt of Notices
A Nofice given to a person is treated as having been given and received:

(a) if delivered, on the day of detivery if delivered aller 9.00am and beforc
4.00pm on a Business Day, otherwise on the next Business Day:;

(b} if sent by pre-paid mail, on the day of actual delivery it delivered afler
9.00am and before 4.00pm on a Business Day, otherwise on the next
Business Day; and

(¢) il sent by facsimile and the transmission report states that it was sent in {ull
and without error, on the day of transmission if that reporl states that the
transmission was completed after 9.00am and before 4.00pm on a Business
Day, otherwisc on the next Business Day.

8.3 Address for Notices

For the purposes of this clause 8, a person (the sender) may take the address and
facsimile number of another person (the recipient) to be:

(a) the address and number set out in the Details above: or

(by if the recipient has notified the sender of another address or facsimile
number, the last address or facsimile humber so notified 1o the sender.

9 Law and jurisdiction
9.1 Governing Law

This Deed is governed by the Law of Tasmania.
9.2 Submission to jurisdiction

The partics submit to the non-exclusive jurisdiction of the courts of "Fasmania and
any courts that may hear appeals from those courts in respect of any proceedings in
connection with this Deed.

10 Generai
10,1  Waiver

The non-exercise of or delay in exercising any power or right of a party does not
operate as a waiver of that power ot right, nor does any single exercise of a power
or right preclude any other exercise of it or the exercise of any other power or
right. A power or right may only be waived in writing, signed by the party to be
bound by the waiver and such a waiver is cffective only in the specific instance
and for the specific purpose for which it was given,
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10.56
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Amendment
This Deed may only be amended or supplemented in writing signed by the parties.
Severability

[f any provision of this Deed is or at any time becomes illegal, prohibited, void or
unenforceable for any reason in any jurisdiction then, as to that jurisdiction, that
provision is severed from this Deed and the remaining provisions of this Deed:

{(a) continue o be enforceable; and

) are to be construed with such additions, deletions and modifications of
language as are necessary to give effect to the remaining provisions of this
Deed.

Further assurance

Fach party must do, sign, execule and deliver and must procure that each of its

employees and agents does, signs, exceules and delivers, all deeds, documents,

instruments and acts as reasonably required of it or them and must carry out and
give full effect to this Deed and (he Rights and obligations of the parties under it.

Counterparts
(a)  This Decd may be exceuted inany number of counterparts,
(b) A party may execute this Deed by signing any counterparl.

(c) All counterparts, taken together, constitute one instrument.

Executed as a deed
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Signing page

Dated;

The common seal of

Forestry Tasmania

was hereunto affixed by the authority of

its Board in the presence of: -

Signalure

Namne and posilion held (print)

— —_— (H
Signature
Name and position held {prinl)
The common seal of J
Gunns Limited
was hereunto affixed in accordance with
section 127 of the Corporations Act
2001 {Cwith);
- €

Signature of director Signature of director/company secretary
(Please delete as applicable)

Naeme of director {print) - Name of director/company secretary (print)
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Annexure “A’

Forestry Tasmania Release Deed
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Annexure “B”

Gunns Release Deed
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To: martin.wallace@treasury.tas.gov.au
cc

From: Tony FerralliFSg/TreasFin

Cate: 03/06/2011 02:05:34 PM

Subject: Triabunna

Jobs axed as woodchip mill closes

Updated 1 hour 16 minutes ago

Gunns' Triabunna mill is on the market. (ABC News)
e Map; Triabunna 7190

The Australian Manufacturing Workers Union has been told Gunns will close its Triabunna
woodchip mill on Tasmania's east coast, with the loss of 50 jobs.

Mill workers were stood down temporarily in April as part of a two-month shutdown caused
by volatile woodchip markets.

The Triabunna mill is on the market under Gunns' plans for a mass asset sale to help finance
its $2.3 billion Tamar Valley pulp mill.

Mr Clark says workers have been told they will be made redundant by Monday.
"[There's] a notice period which varies between three to five weeks," he said.

"During that notice period, the employees will be loading any boats that are arranged through
the Gunns contracts and some maintenance work which will hopefully assist in the sale of the
mill."

Full entitlements and redundancy payments have been secured.
The union says the forestry industry is on its knees.

Mr Clark says while market volatility is to blame, the situation has been exacerbated by
pressure from green groups.

"The minority groups which have run a propaganda campaign for some time now has very
cleverly brought the forestry industry to its knees," he said.

The company has been contacted for comment

Tony Ferrall
Deputy Secretary
Department of Treasury and Finance

Telephone (03) 6233 2132
Facsimile (03) 6233 5699
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Mobile 0419 329 862



To: martin.wallace@treasury.tas.gov.au

cc:

From: Greg L'Estrange <Greg.L' Estrange@gunns.com.au>
Date: 21/06/2011 01:58:58 PM

Subject: Fw: FTas - nett position at 31 May

Greg ' Estrange
Managing Director

78 Uincisny Bhreat
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From: Steven M Butt/Gunns

To: Greg L'Estrange/Gunns@Gunns

Ce: Wayne Chapman/Gunns@Gunns, Bryan E Hayes/Gunns@Gunns
Daite: 21/06/2011 11:51 AM

Subject: FTas - nelt position at 31 May

Greg - balance of position with Ftas as of 31/5 as below.

Hope this is clear - please let me know if you have any gueries.

thanks
Steve
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Owed by Gunns to Ftas Owed by Ftas to Gunns

$'000
Acknowledyed:

Pulpwood - March ) 3,754 China sale wood
Pulpwood / Sawlog - April § 1,563 April log sales (to be deducted from
Pulpwood / Sawlog - May b 487 April road tolls
Leases % 1580 May log sales
other misc invoices ! 2%} May road tolls (estimated)
$ 7,773
in progress
Invoice charyes - calculations to be validated $ 214
$ 7,986

nett owed by Gunns L4 1,008 | k

disputed

misc. amounts in dispute $ 242

amaunts on FT Statement - further details required ¥ g7

Take or Payclaim ] 9881
$ 10,220

Total Amount owing per Ftas siatements b} 18,206

Note:

This message is for the named person's use only. It may contain confidential, proprietary or
legally privileged information. No confidentiality or privilege is waived or lost by any
mistransmission, If you receive this message in error, please immediately delete it and all
copies of it from your system, destroy any hard copies of it and notify the sender. You must
not, directly or indirectly, use, disclose, distribute, print, or copy any part of this message if
you are not the intended recipient. The Company and any of its subsidiaries each reserve the
right to monitor all e-mail communications through its networks.

Any views expressed in this message are those of the individual sender, except where the
message states otherwise and the sender is authorised to state them to be the views of any
such entity.

Thank You.




To: "Sayer, Mark (DPaC)" <Mark.Sayer@dpac.tas.gov.au>

ce: "manin.wallace@treasury.tas.gov.au" <mariin.wallace@treasury.tas.gov.au>,
"Swain, Gary (DPaC)" <Gary.Swain@dpac.tas.gov.au>

From: mJadasz, Karen (DPaC)" <Karen.Vadasz@dpac.tas.gov.au>

Date: 10/08/2011 03:54:28 PM

Subject: FW: Letter from Greg L'Estrange

Hi Mark

This letter has been logged in our office today. It was apparently forwarded to the Deputy
Premier's parliament email address late yesterday afternoon.

It was resent to the Minister today, with a c.c. to me.

For your information.

Cheers

Karen.

From: Raelene Bates [mai[to:Raelene.Bates@gunns.com.au]
Sent: Wednesday, 10 August 2011 2:37 PM

To: bryan.green@parliament.tas.gov.au

Cc: Vadasz, Karen (DPaC)

Subject: Fw: Letter from Greg L'Estrange

FYl

Raeclene Bates
eveculive Assistuntfo the Managing Direcfor, Greg LEstrange
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From: Raglene Bates/Gunns

To: bryan.green@parliament.tas.gov.au
Date: (9/08/2011 05:05 PM
Subject: Letter from Greg L'Estrange

Dear Acting Premier
Please find attached a letter from Greg.

Regards
Rae
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Raelene Bates
Executive Assistantto the Managing Direclor, Greg L'Estrange
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Note:

This message is for the named person's use only. It may contain confidential, proprietary or
legally privileged information. No confidentiality or privilege is waived or lost by any
mistransmission, If you receive this message in error, please immediately delete it and all
copies of it from your system, destroy any hard copies of it and notify the sender. You must
not, directly or indirectly, use, disclose, distribute, print, or copy any part of this message if
you are not the intended recipient. The Company and any of its subsidiaries each reserve the
right to monitor all e-mail communications through its networks.

Any views expressed in this message are those of the individual sender, except where the
message states otherwise and the sender is authorised to state them to be the views of any
such entity.

Thank You.

CONFIDENTIALITY NOTICE AND DISCLAIMER

The information in this fransmission may be confidential and/or prolected by legal professional privitege. and is inlended only
for the person ar persons to whom it is addressed. if you are not such a person. you are warned that any disclosure, copying or
dissemination of the information is unautherised. i you have received the ransmission in error, plaase immediately conlact this
office by telephone, fax or emait, 1o inform us of the error and to enable arrangaments to be made for the destruction of the
transmission. or its return at our cost. Mo Fability is acceptad for any unaulhorised use of the information containad in this

transmission. LETTER - PREMIER ACTFNG“(EIE%EEN Bryan) 2011 08 03 pdf



9 August 2011

The Hon. Bryan Green
Acting Premier

Email - bryan.green@parliament.tas.gov.au

Dear Acting Premier

I refer to the recently announced signing of the Tasmanian  Forests
Intergovernmenial Agreement between the Commonwealth of Australia and the
State of Tasmania dated 7 August 2011.

Under clause 22 of the agreement it envisages the State Government and Gunns
to engage in negotiations fo refire sawlog confracts to achieve the objectives of
clauses 17 and 29.

The company seeks the Government to enter into such negotiations as a maiter of
urgency to ensure that the continued uncertainty can be eliminated.

As previously advised by the Board, the management of Gunns Limited will
conduct such negotiations with the State and it would be appreciated if you
could advise who will represent the State in this matter and when this could be
achieved.

Yours sincerely

Greg L'Estrange

Managing Director

cc — Chris Newman, Chairman, Gunns Limited Board

GUNNS LIMITED | ABN 29 007 478 148
PO Box 572 Launceston Tasmania Ausiralic 7250 | 78 Lindsay Street Launceston Tasmania Auslratia 7250
10343355201 | FO3 633554046 | www.gunns.com.au



To: martin.wallace@lreasury.tas.gov.au

cc:

From: Tony Ferrall/FSq/TreasFin

Date: 16/08/2011 06:09:20 PM

Subject: Fw: Proposed Engagement - Review of process for determining Forestry

Transactions
FYI - you may want to send to Rhys?

Tony Ferrall
Deputy Secretary
Department of Treasury and Finance

Telephone (03) 6233 2132

Facsimile (03) 6233 5699

Maobile 0419 329 862

----- Forwarded by Tony Ferrall/FSqg/TreasFin on 16/08/2011 06:08 PM -----

Tony Ferrall/FSq/TreasFin
16/08/2011 06:08 PM To hgibson@wlf.com.au

richard.sulikowski@treasury.tas.gov.au, Jason
O'NeiliFSq/TreasFin@DTF

Proposed Engagement - Review of process for determining
Forestry Transactions

cc

Subject

Harvey

As discussed earlier today, | attach for your attention a proposed engagement letter and TOR for a
review of the process for determining the recommended position of the State and settlements to be
put to Gunns Limited and Forestry Tasmania under the Tasmanian Forests Intergovernmental
Agreement. |understand from our discussion that Danny McCarthy will be available to perform the
proposed review,

This engagement is highly important and it is critical that the engagement is completed as soon as
practicable, but in any event no later than Wednesday 24 August.

| would be grateful if yow/Danny would review the proposal and contact me early tomorrow to discuss.
Regards

Tony

Tony Ferrall
Deputy Secretary
Department of Treasury and Finance

Telephone (03) 6233 2132

Facsimile {03) 6233 5699
Mobile 0419 329 862

- Probity Advice Terms of Reference.DOC

“ 1 - Letter to Danny McCarthy Probity Adviser.DOC
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REVIEW OF THE PROCESS FOR DETERMINING THE RECOMMENDED POSITION OF
THE STATE AND SETTLEMENTS TO BE PUT TO GUNNS LIMITED AND FORESTRY
TASMANIA UNDER THE TASMANIAN FORESTS INTERGOVERNMENTAL
AGREEMENT

TERMS OF REFERENCE
BACKGROUND

The Commonwealth and Tasmanian Governments signed the Tasmanian Forests
intergovernmental Agreement on 7 August 2011. The Agreement is designed to support the
State's forest industry to transition to a more sustainable and diversified setting and to build
regional economic diversification.

Clauses 22 and 34 of the Intergovernmental Agreement refer to the actions necessary and
compensation payable in order to achieve key objectives as set out in clauses 19, 20 and 29
of the Agreement. These clauses make clear the requirement fo extinguish wood supply
contracts to the extent required to create reserved areas as referred to in clause 29.

Clause 22 of the Agreement states that:

" the State will enter a process with Gunns Ltd to ensure that a sufficient volume of native
forest sawlog supply is retired to achieve the objects of clauses 17 and 29.”

Clause 34 states that:

The Commonwealth will provide $43 miflion to the Tasmanian Government to assist the
State to facilitate the implementation of this Agreement. At least $15 milfion of this funding
will be used by the State to support voluntary compensable exists by saw-millers wishing fo
exit the industry (as set out in clause 23), and $5 miflion is to be used in accordance with
purposes and conditions to be agreed with the Commonwealth to support provision of
information and consuitation with affected parties”.

Given these prescribed allocations, there is a maximum of $23 million available from the
$43 million to facilitate the Agreement through the extinguishment of specific wood supply
contracts. The Government has agreed to give effect to the Intergovernmental Agreement
by resolving the uncertainty surrounding the contract issues relating to wood supply
contracts WS917 and WS918 between Gunns Limited and Forestry Tasmania.

To support this process, the Government has agreed to appoint a suitably qualified and
registered Probity Auditor to provide advice on the process undertaken in determining a
preferred State position and the appropriateness of that position in relation to resolving the
complex commercial settlement of outstanding matters between Gunns Limited and Forestry
Tasmania.
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SCOPE
The following issues will need to be addressed in the review:

1. The requirement to give effect to the intergovernmental Agreement, particularly
clauses 22, 29 and 34.

2. The advice provided by the Department of Treasury and Finance on options for
resolving these issues.

3. The legal advice provided by the Crown Solicitor and the Solicitor-General in relation
to these matters.

4. The appropriateness of the Government's proposed offer to both Gunns Limited and
Forestry Tasmania.

5. In the event that an offer is subsequently made to both parties and following any
negotiation, accepted by Gunns Limited and Forestry Tasmania, the appropriateness
of the final executed agreement(s). Any agreement between the State and either
party must resolve the settlement of all outstanding claims and demands by each
party against the other, in relation to the relevant wooed supply contracts.

TIMEFRAME EXPECTATIONS

The Government has an expectation that the probity adviser wili be able to provide a report
on the findings of the review, addressing points 1 to 4 above, by close of business on
Wednesday, 24 August 2011.

CONSULTATION

The following parties should be inferviewed as part of the review:

s Mr Martin Wallace, Secretary of the Depariment of Treasury and Finance;
s Mr Leigh Sealy, Solicitor-General;

+ Mr Grant Kench, Acting Crown Solicitor; and

¢ either, Mr Rhys Edwards, Secretary of the Department of Premier and Cabinet, or
Mr Greg Johannes, Deputy Secretary of the Department of Premier and Cabinet,
regarding the requirements of the Intergovernmental Agreement.



