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WOOD PROCESSING (WESBEAM) AGREEMENT BILL 2002
Second Reading

Resumed from 17 September.

HON NORMAN MOORE (Mining and Pastoral - Leader of the Opposition) [8.23 pm]:  The Opposition supports the
Wood Processing (Wesbeam) Agreement Bill.  Fundamentally, this will be another state agreement Act.  Parliament has
a choice: either accept it or reject it.  At this point we are inclined to accept it, but I will ask the parliamentary secretary
a number of questions during my speech and I look forward to hearing his answers to those questions.

At the outset, I indicate that we are not impressed by the time frame attached to the Bill.  It was introduced into the
Parliament as a result of an agreement between the company and the State that was signed only on 11 August.  Its time
line requires the Bill to be passed through Parliament by tomorrow; yet it arrived in this House only last week.  That is
very poor timing on behalf of the Government and takes the Parliament for granted.  That is not acceptable.  Some
people believe these agreements should be referred to committees, but I am not one of them.  Other members want a bit
of time to discuss the matters in detail.  Introducing a Bill that needs to be passed by tomorrow under the requirements
of the agreement, and starting the second reading debate today, is not acceptable.  I hope that this does not happen again
or does not happen on a regular basis.  If there is a good reason for the delay, perhaps the parliamentary secretary will
tell me when he responds.

The Bill is an agreement between the State Government and Wesbeam Pty Ltd and its holding company, Wesbeam
Holdings Ltd.  Fundamentally, the State is to provide pine timber from the Gnangara pine plantation to enable
Wesbeam to build an $80 million plant at Neerabup to produce laminated veneer lumber.  An associated benefit is
attached to the agreement, and it is one of the first objects of the agreement; that is, to improve the State’s water supply
situation by getting rid of the Gnangara pine plantation and thereby improving the Gnangara mound water resource.

I will provide a brief history of the agreement.  Until February 2001, Wesbeam was a subsidiary of WESFI Ltd.
WESFI has been involved in these sorts of activities in Western Australia for a number of years.  In 1998, WESFI was
contacted by the then Executive Director of the Department of Conservation and Land Management, Dr Syd Shea, who
asked the company to have some discussions with a Japanese company, Sumitomo, about developing a laminated
veneer lumber project in Western Australia in conjunction with the Japanese company.  I mention that because it is
important that people understand that this agreement was not created by the Labor Party.  The agreement is a result of
work that was started back in 1998, and probably earlier than that.  The direct beginnings of this project were with the
work done by Dr Syd Shea and the previous Government when it commenced discussions on what it would do with the
maritime pine plantation at Gnangara.

Hon Kim Chance:  On my information, I think its history goes back about eight years.

Hon NORMAN MOORE:  It may well go back further than that, but it certainly does not go back eight months, which
was the impression created by the Premier when he announced the agreement.  After Dr Syd Shea discussed it with the
Government and the two companies, WESFI and Sumitomo, discussions were held over a number of years to determine
whether a project could be developed.  Regrettably, Sumitomo lost interest by early 2001 for a variety of reasons.  By
the time WESFI and Amatek Holdings Ltd had merged in March 2001, Sumitomo had withdrawn from the project.
Under the February 2001 WESFI merger with the Laminex Group, which is a member of the Amatek group, Amatek
acquired all the shares in WESFI from its then shareholders.  As a condition of that sale, it transferred WESFI’s equity
in Wesbeam Pty Ltd to a new public company, Wesbeam Holdings Ltd.  The holders of the ordinary shares in WESFI
were then given the opportunity to subscribe for shares in Wesbeam.  The majority of shareholders holding shares in
WESFI prior to the merger elected to do so.  Wesbeam Pty Ltd and its holding company, Wesbeam Holdings Ltd, are
now the companies with which the Government has entered into an agreement to develop the proposals commenced in
the 1990s.

I will go through some of the aspects of the project, and I will ask a few questions as I go through them.  Perhaps the
parliamentary secretary will be kind enough to provide me with some answers when he responds.  Wesbeam will have
access to the Gnangara pine plantation and to other areas of pine in Western Australia.  The agreement provides that
4.1 million cubic metres of pine will be provided to the company over a 25-year period, which averages out at about
160 000 cubic metres per annum.  Over the first 25 years of the agreement, approximately 80 per cent of the wood
resource will come from Gnangara and about 20 per cent will come from other areas.  The agreement also offers a right
to an extra 90 000 cubic metres if it is available.  I will be interested to know whether it will be available, because
advice from the other House suggests that it will not be available.  However, for some reason it is contained in the
agreement.

The contract also provides for a second 25-year contract from 2029 to 2054.  This involves an obligation to provide
250 000 cubic metres of pine over that time frame, which involves a second 25-year period.  The parliamentary
secretary may like to explain to me the rationale behind the Government’s making a commitment to provide an amount
of timber of that magnitude when it may not exist at that time; and, if it will exist, he may tell me where it will be
located.  Maritime pine takes about 25 years to grow to maturity.  The company has an obligation to spend about
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$1 million a year to start planting pine from 2009.  That suggests to me that that pine will not become available until
well into the second 25-year period.  I will be interested to know where the 250 000 cubic metres of pine for the second
25-year contract will come from.

The agreement provides that the company shall commence construction this year.  I guess that is one of the reasons for
the tight time frame that this Parliament is experiencing.  I am interested to know why the time frame is so tight and the
Parliament is in a sense being taken for granted in this matter.

I am interested to know also what infrastructure LandCorp will need to put in place at Neerabup to enable the company
to begin its project.  As members will be aware, this building will be situated at Neerabup in the northern suburbs in a
new industrial area that has yet to be constructed.  The arrangement is that LandCorp will make a 10-hectare site at
Neerabup available to the company, with an option for an additional five hectares down the track if required, for
$2 million, on a deferred payment basis.  The principal sum is due and payable in 10 years but is interest free.  I am
interested to know from the parliamentary secretary why LandCorp is being generous in providing what is effectively a
10-year, $2 million interest free loan and why the Government has decided to do that.

Members may be aware that similar projects in the south west have caused a noise problem, or I guess what we could
call an environmental problem, particularly around Dardanup.  I want to know from the parliamentary secretary what
steps the Government will be taking to ensure that we do not have the same problem in the northern suburbs.  He may
want to explain that there is a buffer zone and provide some information about what can and cannot happen within the
buffer zone to ensure that we do not allow housing to be built in that area and find down the track that the people who
are living in those houses do not like the industry and the industry is required to shift.

Hon Ken Travers:  The buffer zone is part of the agreement,

Hon NORMAN MOORE:  The parliamentary secretary will be able to tell me all about what constraints will be placed
on the use of that buffer zone.

The company has advised, as we are told in the second reading speech, that the project will cost $80 million to develop.
I am interested to know whether that is an accurate figure and what we will get for that $80 million.  The company will
manufacture laminated veneer lumber, which I am told is in increasing demand around the world because of the
reduction in the amount of hardwood that is available.  It will also produce dry veneer plywood and I-joists for the
building industry.  However, the main product according to the information provided to me is laminated veneer lumber.
Although in Western Australia we are familiar with the reduction in the amount of hardwood that is available to the
building industry because of the Government’s position in the south west, that is not necessarily the situation in other
parts of the world.  I am interested to know what the market will be for the laminated veneer lumber that will be
produced by this company.  It has been indicated to me that this will be a reasonable challenge for the company,
because the Australian market consumed 75 000 cubic metres in 2001, of which 60 000 cubic metres came from South
Australia.  One can only presume that that will continue.  I am told that the estimated growth in the market is such that
by 2007, the Australian market will be about 120 000 cubic metres.

Hon Kim Chance:  Are those figures for sawn construction pine?

Hon NORMAN MOORE:  Those figures are for laminated veneer lumber.  When we consider the national and
international demand, what I am seeing and reading indicates that this company will be relying heavily on a significant
expansion in demand for this product.  I am sure the parliamentary secretary is more familiar with these things than I
and will be able to tell me in due course that we have nothing to worry about and that that part of the agreement that
allows the Government to give approval for the timber to be used for other things will not need to be used.  The
agreement outlines the products for which the timber can be used, including any other product that the Government
deems appropriate.  I am interested to know whether the Government and the company believe that the vast majority of
the wood that the company will obtain from Gnangara and other places can be used in the downstream processing of
timber to create laminated veneer lumber.

The agreement requires that the Forest Products Commission guarantee the delivery of the timber products.  I am
interested to know from the parliamentary secretary why this company has been given access to quite a significant
amount of the State’s timber resources and whether the Gnangara plantation was put out to tender and anyone else had
an opportunity to offer to buy this product or whether it was just a deal between this company and the Government.  I
am not saying anything is necessarily wrong with that, but I am interested to know whether anybody else wanted this
timber and was given a chance to apply for it.  The price that will be paid to the Government for this timber is part of
the contract between the company and the Forest Products Commission.  The parliamentary secretary may be able to
give me some details of the price that will be paid and how that will be determined, and about whether it is a fair and
reasonable deal so far as the Government is concerned.

Approximately 80 per cent of the timber that will be used over the period of the contract will come from the Gnangara
pine plantation.  Perhaps the parliamentary secretary can tell us also which parts of the State will be able to provide the
other 20 per cent of the timber that will be required.  We are told also that a certain amount of timber will need to come
from other regions even during the process of logging of the Gnangara plantation.  The agreement contains proposals
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about transport permits and things of that nature.  I am interested to know the impact on the transport system in the
metropolitan area of the transport of logs from the south of the State to Neerabup; namely, how many trucks a day that
will entail and whether they will use the freeways.  The effect may be minuscule for all I know, but on the other hand it
may be significant.  With respect to the water issue, clearly the removal of the pine forest at Gnangara will improve the
capacity of the Gnangara mound, which is an important source of water for the Perth metropolitan area.  As members
know, we are not getting much water from rain these days but there is still plenty underground.  Having a bit more
underground will not go astray.  As the Minister for Government Enterprises will know, I sympathised with the Sunday
Times article - just as a matter of interest on the side - which stated that we have a lot of water underground but we are
being told by at least one government agency that we should not use it.  I believe that government agency is being ultra
conservative.

The decision to log the Gnangara mound will increase the amount of water available.  I have heard mentioned a figure
of 36 gigalitres but the minister might be able to help me in that respect; I am not sure how much is involved.  If it is of
that magnitude, after the whole of the forest has been logged the additional volume of water available will be a little less
than the amount saved last year with water restrictions.  It would therefore be a significant additional resource for the
Perth metropolitan water supply.

I am also interested to know what will happen to the land on which the pine plantation is currently located.  I am
interested to know how many hectares of land are involved, and what is proposed to be done with the land when the
timber has been logged.  In that context, I am interested to know the price that will have to be paid if the land is to be
revegetated and how much will be outlaid per hectare to revegetate it.  We can then compare that with the amount the
State will get per hectare from the sale of the logs, which will indicate whether there will be a net profit or a net loss to
the State in that exercise.  It would be ludicrous, for instance, to sell it for $10 a hectare if it costs $20 a hectare to
revegetate.  That would be a rather interesting scenario.  I would be grateful if the parliamentary secretary would clarify
that for me; in other words, how much will the State receive from selling the timber and how much will it cost to
revegetate the land, if that is to occur.  I am interested to know how many hectares of land are available; whether it will
all be revegetated, if revegetation occurs; and whether some land will be sold for housing development or other
purposes.  I am interested to know what the land will be used for and how much of it there is.

I do not propose to take a lot more time of the House.  In my view the project is good for Western Australia.  I have
been told that the project will provide about 140 jobs.  The investment of $80 million, as we have been told, is a
significant investment that will result in a product which I gather is in increasing demand throughout the world, and
certainly within Australia, and is in a sense the downstream processing of a timber product.  That should be applauded
and I commend the company and the Government for reaching this agreement.

I have a couple of lingering concerns.  I am not absolutely certain about the deal with LandCorp.  I raised a question
about the reasonably good terms the company is getting in that development.  I am a little concerned that the company
will get a significant amount of the State’s softwoods over the next 50 years in the total contract.  I do not know
whether that is a good thing, or whether it will concentrate too many resources in the hands of one company.  As I said,
I am interested to know whether the company had to tender to get the product in the first place.  There is also a concern
about the capacity of the State to deliver the timber.  Suggestions have been made, at least by the minister in the other
place, that some of the timber will not be available.

Hon Ken Travers:  That is the additional 90 000.

Hon NORMAN MOORE:  Yes, the 90 000 cubic metres.

Hon Ken Travers:  That is only if it is available.

Hon NORMAN MOORE:  Correct.  I also asked a question about the timber in the second 25-year period, about which
the parliamentary secretary may be able to help me.  I am also concerned about the potential markets for the laminated
veneer lumber product.  Although it is the company’s problem - not the Government’s and not mine - we do not want to
enter into a state agreement Act that would involve a company in producing a product for which there is no market.  I
am therefore interested to know more about the market for the product.

Finally, I am interested to know more about the cost of revegetating the Gnangara area and comparing that with the
revenue the Government will receive from the sale of timber to the company.  I am not in any way trying to be negative,
but these questions popped into my mind when I read the Bill.  The Opposition is always very pro development and is
very keen to assist a company that wants to spend its money in Western Australia, because that is good for all of us,
good for jobs and good for the State’s economy.  In this project it is good for the building industry and it will alleviate
the problems that the Government’s policy on old-growth logging has created.

I guess this speech is in contrast to the last speech of Hon Giz Watson who said that we should not do anything and, in
fact, should stop doing things.  I felt quite depressed after her speech and thought I should go and contemplate the
meaning of life under an old oak tree, if I could find one.  It was such a depressing speech that I thought we had nothing
to look forward to as the world would end in a little while.  She said that if we did not stop doing the things we do, the
end of the world was an absolute certainty and that we would be a scourge on society if we contemplated even a vague
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increase in greenhouse gases.  That concerns me because people believe those sorts of stories and they believe that the
world as we know it will end unless we stop doing absolutely everything.  That, of course, is not true.

I remember the 1970s when we were told that no oil would be available in the following week.  There is now more oil
than there was then.  I remember being in Europe when that was said and the panic around the place was unbelievable.
That situation has now changed.  That was a bit of an aside and I am sure you, Mr Deputy President, will forgive me.

I indicate on this occasion that the Opposition has a number of questions it wants answered on the state agreement Act.
Fundamentally we believe the project has great potential and we wish it well.  We hope that it succeeds in doing all the
things hoped for it now.  I hope in 50 years, when I am about to finish my current term, I will have seen the company go
through the 50 years of this state agreement Act and that the Government, society and, importantly, the company will
have benefited from this contract.

HON CHRISTINE SHARP (South West) [8.47 pm]:  On behalf of the Greens (WA), I do not support the second
reading of the Bill, although the Greens support many of the overall objectives behind the Bill.  However, the Greens
are concerned very much with some of the detail of the Bill rather than its overall objectives.  We support the objectives
but not the conditions being entered into to realise those objectives, because this is one of those cases in which the devil
is in the detail.  I will briefly outline our concerns about the provisions of the Bill that the Government is seeking to
pass this evening.

The first problem is that the conditions are binding for far too long into the future.  The Bill before us tonight will apply
for 25 years, with the possibility of a further renewal until 2054.  That is an extraordinarily long time frame to which a
Government, land use and resources are committed.  There could be massive changes in that time frame, which would
make the contract very inappropriate.  We can anticipate some changes now, such as tree growth under climate change
and changes to water quality under the trees in the ground water mound; however, other circumstances could radically
alter in that time frame that we cannot even imagine this evening.  Fundamentally, our first really serious concern is
about committing the Pinus pinaster resource on the Gnangara water mound too far into the future.  The second is that
under the terms of the agreement that we are debating tonight, the returns to the State are too low.  In fact, they further
entrench the subsidisation of the softwood industry by the State because the stumpage prices are too cheap.  On the
other hand, in removing those trees from the water mound, we are leaving unresolved some potentially very expensive
land use changes which need to be resolved and for which there is no budget and only a shady idea of costing; that is,
the restoration of native vegetation on the water mound.  The next major problem is that, essentially, this Bill will lock
up - these are the minister’s words in the second reading speech - the entire balance of the State’s softwood resource.

Hon Ken Travers:  On the Gnangara mound.

Hon CHRISTINE SHARP:  Yes.  The additional briefing notes that were supplied yesterday show that this Bill will tie
up 26 per cent of the pine sawlog resource at those very cheap prices; that is to say, it will tie up every unallocated stick
of softwood timber that is available or is likely to be available in this State for the next 50 years.  I do not believe that,
and already the Leader of the Opposition has asked whether this very significant and strategic resource has been put out
in an open, competitive tendering system.  This will gobble up the resource that had until recently had the potential for
establishing a new high-value pine timber mill using some of the better quality logs and mixing the pinaster with the
radiata resource in the central forest region.  We have largely lost that potential through tying up the resource.  It has
also had some rather unfortunate implications for other small companies such as Pinetec Ltd and for other small
growers in the region who already have a pinaster resource; they will find it very difficult to compete with this giant
project.  By providing not only the quantities in the Bill but also additional timber of up to 90 000 cubic metres a year,
we are dedicating the entire balance of the softwood resource not only on the Gnangara water mound but, because of its
interaction with the plantations further to the south, the entire softwood resource.  That is a massive commitment of
state resource.

The next major problem is that this has been done in a rushed manner.  I heard the Leader of the Opposition
complaining that debate in the House had taken place in a very short time frame and this had made it difficult for
members to prepare for this Bill.  It seems to go with the genre because I remember in the previous Parliament when the
Leader of the Opposition was the Leader of the Government in this House that the previous state agreement Act for
renewing the WESFI state agreement was expedited through this House, because debate on that Bill came on in a matter
of hours after the required one week of the Bill sitting on the Table of the House.  There has been very little opportunity
for real scrutiny of some of the details that raise a lot of concern.  The Bill has been rushed in a wider sense, not only in
the parliamentary process, but also as it relates to the degree of uncertainty that I see in the practicalities of this massive
land use change that will occur on top of the Gnangara water mound.  Those practicalities have not been worked
through at all.  They present some considerable challenges to the Government.

Hon Ken Travers:  What would you suggest we do with the resource?

Hon CHRISTINE SHARP:  I am not opposing the construction of the plant; I am giving an overview of how the detail
in the state agreement - as opposed to the overall objectives of building this plant - present some very serious
difficulties.  I support the construction of a plant.  However, I would like to have seen it done through the normal
mechanisms under state forest management, which is under a binding long-term contract, not under a state agreement
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Act.  That is because, by its nature, a state agreement Act locks us in for a very long time frame, which I have already
discussed.

Hon Murray Criddle:  How do you get viability out of a plant unless you have a long-term future?  Why would you buy
a tractor if you were only going to use it for one year on a farm?

Hon CHRISTINE SHARP:  With normal timber contracts for other resources that are controlled by the State, the
longest is for 10 years.

Hon Murray Criddle:  Have they built plants and similar things?

Hon CHRISTINE SHARP:  Of course they have.  Look at the arguments that are taking place at the moment with
regard to Sotico’s investment at its Manjimup processing centre, which would be a case in point.

Having given my view on the way we are going about the objectives, I would now like to discuss some of the seriously
good things that will come about as a result of the overall objectives of the harvesting of the pinaster resource on the
Gnangara water mound.  The first good thing we will see happen relates to the product itself.  The Greens (WA) support
the development of a laminated veneer lumber plant in the State of Western Australia, particularly because of the
changes that are happening elsewhere in the timber industry and the implications of the Government’s old-growth forest
policy, which will see a significant reduction in the production of karri.  Karri is traditionally the timber which provides
very large beams for the construction industry.  That resource will largely not be available in the very near future and
the Greens support the replacement of that material by an LVL-equivalent material, which has a similar use in
construction.  It will be very important in the local building market in particular.

The plant will also play a significant role in greenhouse issues.  It will be a significant plus for greenhouse in that the
availability of an LVL product on our local market will, we hope, prevent the steel industry from taking over and
dominating the construction market.  None of us would want that to occur, because the estimates are that, on an energy-
intensity basis, the use of steel as a building material is about 10 times more energy intensive than the use of a timber
equivalent.  Therefore, we believe that a product that this State needs is being produced at a time that the State needs it
because of the impact of the reduction in karri logging.

The second good thing is that, in moving 23 000 hectares of trees, there will be an increase in recharge into the
Gnangara water mound.  The figure of 36 gigalitres is being bandied about.  Is that figure of 36 gigalitres worked out as
the overall outcome of removing the Pinus pinaster or is it a net balance gain when the Pinus pinaster has been replaced
with restored native vegetation?  How sensitive are the models in terms of the net water increase?  We all know that we
are facing a water crisis.

Hon Ken Travers:  It will depend on the exact use of that land, and the development of that is still an ongoing process.
It will depend on the way in which that land is reused.

Hon CHRISTINE SHARP:  That is part of the uncertainties to which I referred.

Hon Ken Travers:  That will happen regardless of this state agreement Act.

Hon CHRISTINE SHARP:  Is the parliamentary secretary saying that the 36 gigalitre water gain -

Hon Ken Travers:  I do not have the specific details of what that 36 gigalitres refers to, but, in an overall sense, the final
figure will depend upon -

Hon CHRISTINE SHARP:  Of course, it will, but we must have some idea of where we are going with this.  If the main
dynamic that we are dealing with is improved water availability, it is an inadequate situation to not have ultimately a
clear idea of how much water will be available when we are locking ourselves into these long time frames.  I suspect
that those 36 gigalitres do not really account for a restoration of native vegetation and the amount that is likely to be the
long-term net gain in the recharge.  I would appreciate it if the parliamentary secretary is able to offer some clarification
of that.

Another good thing will be to see some immediate relief to the wetlands on that system, and in particular the critical
issue of the drying out of the Yanchep caves and the associated fauna in that cave system, which is very important for
immediate conservation outcomes.

Another environmental plus that is contained in this overall objective is the establishment, we hope, of further Pinus
pinaster plantations on cleared land.  Certainly, there are provisions in this Bill for that.  We believe that there is an
encouragement for the company to invest up to $1 million per annum in creating a future resource elsewhere on cleared
land.  This is a very good aspect of the Bill.  A problem in the past with the softwood industry is that there has not been
an investment by industry in creating further resource.  We hope that the provision of the $1 million per annum will be
used strategically to provide for trees on cleared agricultural land for salinity benefits.  At the same time, there is
another unknown, because there is a 250 kilometre radius for the resource to be sourced for the plant, and one of the
issues with the state salinity strategy is how to attract the growing of trees in the lower rainfall zones, which will of
course be further from the plant.  There will be a kind of commercial dynamic whereby the company will almost
certainly want to plant in the higher rainfall areas closer to the plant.  Once again the areas in the wheatbelt, which so
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desperately need a commercial tree crop, may well be neglected because there are no firm, binding conditions, which
should exist, to include a notion of salinity credits for the company if it establishes new resource where it is needed to
improve the rising ground water table problems.

Another benefit that will result from the removal of the Pinus pinaster is the establishment of the Gnangara regional
park.  Certainly, I believe that people in the northern suburbs will be delighted with that notion.  I think I have managed
to leave my document downstairs, but it does not matter.  I have a copy of the concept plan for the Gnangara regional
park, which was prepared in 1999.  For many good reasons, it is a marvellous idea to create a major park to the north of
the city.  The Greens (WA) will certainly support that.  I hope that the parliamentary secretary is able to provide a
commitment to plans for the Gnangara regional park, because I was most alarmed to hear discussion on the television
earlier this week about a possible use of 50 per cent of the Gnangara water mound.  Up to 50 per cent of this land use
change could go into urban development.  That is clearly a worrying proposal.  Therefore, the Greens would like to hear
from government about its commitment to the Gnangara park and to the kind of concept plan that was outlined by the
previous State Government.

I will deal in more detail with the significant land use change that will take place on the Gnangara water mound under
the provisions of this Bill.  The mere fact that pine trees are growing on the water mound is because two generations
ago it was recognised that it was very important that that area of land should have a land use on the surface that was
compatible with the protection of ground water.

Hon Ken Travers interjected.

Hon CHRISTINE SHARP:  I think it might be.

Hon Ken Travers:  The original design was a plan for a future airport because it was low-value agricultural land.

Hon CHRISTINE SHARP:  However, it did not turn into an airport; it turned into a pine plantation.  Basically, for up to
60 years, trees have been growing on the Gnangara mound.  In many ways, it has been a successful land use strategy for
protecting the water quality on the water mound.  Because of the reduction in rainfall and the crisis of the dropping
water levels, all of a sudden that successful strategy is being rapidly re-evaluated.

In re-evaluating it, we need to acknowledge that we are getting ourselves into hot water - if I can use that pun - because
the challenge of changing 23 000 hectares of plantation into a restored native vegetation system is significant.  In fact,
that scale of revegetation has never been done in Western Australia.  The technical issues surrounding it are quite
considerable.  One of the biggest technical issues will be how to prevent a considerable intrusion of weeds.  After
planting native vegetation, we will end up with tens of thousands of hectares of wild oats and veldt grass if we are not
careful.  The Gnangara park report of 1999 recognises that weeds are a difficult issue.  Page 21 of the report states -

Weeds - the need to control weeds, especially in revegetation programs, will be difficult without the use of
herbicides.  Negotiations are needed between CALM and WRC to ensure water protection is maintained and
suitable weed control methods are used.

Another important issue is what herbicides will be used in the revegetation programs.  The previous Government first
developed the concept of harvesting pines by establishing a regional park and growing maritime pines in the wheatbelt
in 1996 under the salinity action plan.  In many ways, the concept had its genesis in the fact that the Department of
Conservation and Land Management was prevented from establishing a long-term maritime pine industry on the
Gnangara water mound because it was prevented from using its standard revegetation forestry techniques.  The
techniques included the use of atrazine, which is a notorious water contaminant.  As a member of the Environmental
Protection Authority, one of the last issues I was involved with in 1994 was whether CALM should be allowed to
develop a further rotation on the water mound if it involved the use of the herbicide atrazine.  CALM was not successful
in getting permission from the EPA and the Water Corporation.  It had to abandon the notion of a subsequent rotation.

The DEPUTY PRESIDENT (Hon Jon Ford):  Order, members!  The level of private conversations in the House is
affecting Hansard.

Hon CHRISTINE SHARP:  That gave birth to the notion of introducing maritime pines in the wheatbelt instead and
calling it the salinity action plan.  That was the major election platform of the 1996 election.  The Gnangara park project
was one of the most important parts of the platform.  It was concerned with the problem of revegetation on the water
mound and the difficulty in finding acceptable herbicide strategies for the prevention of weeds.  It goes without saying
that if we are undertaking a massive restoration of native vegetation - which we all hope the Government will commit
to - the cost of doing that is unknown.  The Leader of the Opposition has said as much tonight.  There is not even an
indicative budget, let alone a real budget, of what the cost would be.  There are no real, hard figures for the cost of
replacement or whether it would be covered by the royalties coming to the State by means of the Bill before the House.
The costs of revegetation are expected to vary considerably over different parts of the mound, particularly under the
older pines, which were established without herbicides.  The ground was ploughed up several times before the trees
were planted.  In those areas there is very little native vegetation that is restored after clear-felling.  I was told this
morning by a CALM officer that those areas would cost about $4 000 a hectare.  It is easy to see that when that figure is
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extrapolated over 23 000 hectares, the State could be looking at a cost of tens of millions of dollars.  There is a lot of
uncertainty about that.

Hon Frank Hough:  How much?

Hon CHRISTINE SHARP:  Up to $4 000 a hectare for difficult sites.  That was the figure provided to me this morning.

Hon Paddy Embry:  It depends on what the final use will be.

Hon CHRISTINE SHARP:  Exactly.  It is likely to be the maximum cost.  The cost for each hectare will be cheaper in
other areas.  We are talking about a lot of hectares.  The big question is, who will pay?  One thing is for certain:
Wesbeam will not be paying for much of it.  The very high cost for the change in land use compared with the money the
State will receive from the trees it removes shows a very low rate of return in royalties.  The schedule of the Bill shows
the stumpage rates.  The benchmark for the costs of the logs is based on the Wespine prices at the major sawmill in
Dardanup.  For logs in the 20 to 25 centimetre diameter range, the stumpage rates will be $19.95.  However, using
Wespine as a benchmark for the cost of the logs is a very serious mistake.  That was identified in the “FORPAC:
Review of CALM Plantations Business Unit Activities” report.  The report was prepared through an interdepartmental
committee with representatives from the Treasury, the Department of Agriculture, the Department of Resources
Development and CALM by Forestry Pacific Pty Ltd in 1999.  The report is the only in-depth review of the State’s
softwood industry for government.  The report identifies very serious difficulties with the low rates of return to the State
from the state agreement Acts supplying the WESFI and Wespine mills at Dardanup.  Page 102 of the report identifies a
real concern that the pine sawlogs in Western Australia are 40 per cent underpriced based on a comparison with
equivalent eastern States prices.  However, the report also states on page 102 that “On balance, there is a strong case for
PBU sawlog prices to be higher than in eastern Australia”; that is, rather than being 40 per cent lower than in eastern
Australia.  According to my very rough estimate, using Wespine as a benchmark in the state agreement Act that is
before us tonight will cost us a minimum of $3 million per annum in lost rates of return to the State.  Further, the logs
that will go to the Wesbeam plant are in many respects of a higher quality than the logs that go to Wespine, which has
provided the benchmark.  In many cases, the Wesbeam logs are older - some are up to 50 or 60 years old - and have
been very well managed.  The trees have been grown on a wide spacing so that they have fat diameters.  They have
been well pruned so that they are what are known in forestry terms as clearwood.  They make a first-class resource for a
sawlog.  They are much better managed logs than the resource in the radiata plantations in the central forest region that
goes to Wespine.  That further compounds the mistake of giving away this incredibly important and strategic resource at
such a cheap price, especially in the context of a likely timber shortage on the local market as a result of the changes to
logging in the native forest.

Although the Greens (WA) support the construction of an LVL plant, the increase in recharge into the water mound and
the notion of establishing a maritime pine industry to help reduce salinity, we will not support the state agreement Act
because we feel that, through the mechanism of the state agreement Act, we are offering the proponent a dream deal
that is an unfair and unequitable use of the previous long-term resource investment of this State.

Hon Ken Travers:  Is another producer ready to come in and take the logs?

Hon Dee Margetts:  People are lining up to use the logs.

Hon CHRISTINE SHARP:  The market for the logs is likely to radically change over the next two to three years
because of the changes in the forest industry and the reduction in state forest logging.  That is almost inevitable.  Instead
of having a graduated change and allowing some of that resource to be harvested quickly to provide some relief to the
mound and the Yanchep caves and so on, we are tonight going to the other extreme and taking the entire balance of the
State’s softwood resource and locking it up for up to 50 years at a bargain-basement price.  It is a dream deal.  It is
almost guaranteed that the plywood and the LVL will go to the local market as a result of changes happening elsewhere
in the timber industry.  In any case, it does not matter if there is not a market.  That is also not a problem because part of
this dream deal is that if the sale volumes are low, the company pays less for the resource.  The Wesbeam index is based
on sales volumes, and that significantly reduces the commercial risk involved in the proposal.

I discussed how we are dealing with a resource that is radically underpriced.  The price is 40 per cent below eastern
States prices.  That is for a log that is of better quality than a log that has already been estimated to have been
underpriced by 40 to 50 per cent.  I may be corrected by the parliamentary secretary, but I understand that there is no
precedent for us throwing in a stamp duty exemption.  Why are we applying a stamp duty exemption?  Is the company
not doing well enough?

Hon Frank Hough interjected.

Hon CHRISTINE SHARP:  Does the member not think the list I am going through shows that the company is provided
with enough incentives?

Hon Dee Margetts:  There are precedents in other state agreement Acts.

Hon CHRISTINE SHARP:  I think that is one thing we should seriously reconsider.  I understand that in the debate in
the other place, the minister commented that the Treasurer was not too pleased about that exemption.
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Hon Paddy Embry:  Treasurers never are!

Hon CHRISTINE SHARP:  Indeed?  The use of this long-term state agreement Act ties up every pine tree that is
available from Gnangara to Albany because of its interaction with the take for the other state agreement Acts.  The
agreement has been hard on other potential or existing competitors.  For example, I cannot help thinking that Pinetec
Ltd has had a rough deal.  I read an article in the Collie Mail, which Hon Bill Stretch brought to the attention of the
House a couple of weeks ago.  This item has already been discussed.

Hon Kim Chance:  It was a load of nonsense.

Hon CHRISTINE SHARP:  Indeed, in some ways the story was quite badly reported.  The article is about the relocation
of Pinetec.  It says that the relocation has become necessary as a result of the Government’s decision not to allow
logging of the Gnangara pine plantation, which is totally the reverse of what is happening; there is an imperative to log
that plantation.  The Minister for Agriculture’s reaction to the article was correct.  Apart from the misinformation in it, I
will refer to the important point that Pinetec has to move to Collie because all its resources are going into another
project, and that it has sought $4.5 million from the Government to relocate.

Hon Kim Chance:  That is not correct either.  That is an inaccurate statement.

Hon CHRISTINE SHARP:  Perhaps the minister will provide the House with an accurate statement.  It is a bit tough on
Pinetec that it must relocate.  On top of that, it is doing a very good job in developing an alternative to a copper-chrome
arsenic treatment for small pine logs.  The company is showing good initiative and deserves to be supported.  It does not
deserve to be impacted on by the proposal that is before us tonight.  However, I am concerned that by tying up the
balance of the State’s pine logs, we shall preclude some much better options from becoming available, such as a high-
value, smaller-scale pine mill.  Currently, if people want to build furniture from pine, they must import the logs from
South Australia because the quality of the radiata pine logs that are available from Dardanup is not considered good
enough.

One of the ironies is that the better class logs in the radiata system, which have had a high level of pruning that has
made them really good clear wood logs, are simply sent to Wespine without any segregation at all.  I might add that in
New Zealand, they would attract a price premium of 100 to 150 per cent, according to the report that I was quoting
earlier.  Some 20 per cent of the input to that other sawmill could attract a premium, and we could use it for a really
high-value pine industry.  Instead of that, what is happening?  The only other independent pine sawmill in this State
closed only a couple of months ago, with the loss of more than 30 jobs to Pemberton.  That is a great pity, because if
this proposal tonight were a little more modest, it would allow other possible competitors to be established.  The
benefits to the State would be far greater because of the sorts of things that they would be able to do.  It would
supplement the establishment of a laminated veneer lumber plant.

I began tonight by talking about the ridiculous time frames that the Government is locking this State into.  Even the
Leader of the Opposition in the Assembly called them a mistake.  The Leader of the Opposition in this House has talked
tonight about the fact that this Bill will provide for an interest-free loan for 10 years from LandCorp on the land on
which the plant is to be built.  The Bill before us is too grandiose in scale.  It locks the State in for too much, for too
long and for too little.  It could still have a laminated veneer lumber plant and do all the good things that can be done
with that product, and look to other pine sawmills in this State that could also be used to produce furniture and so on.
Instead of entering into a state agreement Act, the Government should be entering into the more standard 10-year
contract that is seen elsewhere under state forest management plans to which the provisions of the current Bill are
providing an exemption.

HON PADDY EMBRY (Mining and Pastoral) [9.33 pm]:  This is really doom and gloom.  I am pleased that I am not
suicidal because, if I were, I would be looking for a surviving tree and a length of rope after listening to much of what
has been said tonight.

My party will certainly support the Government on this project.  It is absolutely marvellous that we are talking about an
industry that will value add.  There is little enough value adding done in Australia at the moment.  Australia is great at
exporting the raw material but hopeless at value adding.  For a change, in this instance Australia will do some value
adding.  We must be more positive in life.  It is no good always concentrating on the things that might go wrong.
People predict that a multitude of things will go wrong, but we can fix problems as they crop up.  Let us be positive in
the first place and get the State cranked up and working.

An investment of $80 million is a great deal of money.  I believe that the company needs some sort of guarantee of a
resource.

Hon Ken Travers interjected.

Hon PADDY EMBRY:  I am not looking for a party membership, just in case the member wondered.  The contract is
for 25 years.  A lot of people have exaggerated by saying that it is for 50 years.  That option must be negotiated.  It must
be the subject of an agreement between the two parties.  Unless I misunderstand the Bill, I do not see it written in the
contract that this company will necessarily get the second half of the time frame.
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In the area in which I live, a large area of pines has been planted on land on which farmers have tried to grow
conventional grasses, clover and crops without success.  When farmers in that area had left-over fertiliser, they put it
into the sand ridge hoping that one day it would build up.  However, it has been of no benefit.  When a few pines were
planted on this almost endless sand, it surprised most of us how healthy the trees looked and how quickly they grew.  It
was marvellous.  It was a surprise to the average farmer like me to see that something of value could be grown on that
land.  The rolling nature of the sand ridges allows the pines to intersperse very well.  Away from the sand ridge the land
is very productive agricultural land.  It is a windy area, as I am sure many members know.  No matter what happens,
sand from the sand ridges blows in the summer.  The pines are affording marvellous protection.

In many ways, this firm is a pioneer.  I am all for pioneers, having been something of a pioneer myself.  Esperance is a
huge agricultural area, which probably would not have been productive had it not been for the vast sums of risk money
that various American organisations had invested there.  They experimented on a huge scale with most of that land.  Not
only Western Australians but also many South Australians went to farm at Esperance.  That pioneering investment was
needed to prove what could be done by organisations that could afford to take financial risks.  In the area in which I
live, people have always been concerned about this issue.  One of the reasons that more pines were not planted is that
farmers wondered whether the product would have a market at the end of the growing period.  If this investment is
successful, it could lead to the development of other industries and opportunities we have not even thought of.  That is
why we must be more enthusiastic and positive and not always dwell on the negative.  I hope other value-adding
industries emerge in that area.  I commend the Government for progressing this legislation.  Although I understand
people’s concerns about rushing projects of this nature, we take far too long to make decisions.  We seem to be very
concerned that everything is right once it is in this place.  While we take years to get it here or in the other place, Rome
is burning.  Projects are stalled in this State.  We need a process by which they proceed far more quickly.  We cannot
expect companies to have millions of dollars tied up waiting to invest.  Unless they are given quick decisions, if they do
not have their funding in the piggy bank, they will borrow it and put it elsewhere.

I commend the Government also for continuing a process that the previous Government commenced to get this project
operational.  The sooner it starts, the better.  My party will certainly support this Bill.
HON FRANK HOUGH (Agricultural) [9.38 pm]:  I will quote the Minister for Agriculture, Forestry and Fisheries
who said, “Like a breath of fresh air”, One Nation will support this particular Bill.
Hon Kim Chance:  I think I will live to regret that statement!
Hon FRANK HOUGH:  I hope so.  Like a breath of fresh air we will support the Bill!  One Nation will always support
industries of this magnitude that will benefit the State.  The company involved is very innovative.
Hon Ken Travers:  Does that include the project on the Burrup?
Hon FRANK HOUGH:  We are talking about pines, not the Burrup.  I will deal with the negatives before I go into the
positives.  The Labor Party should think about these things, because this is a 25-year contract, renewable for a further
25 years.  I was in the United States a couple of years ago at a large Nissan dealership in San Jose.  San Jose is about the
same size as Western Australia, which has eight or nine Nissan dealers, while San Jose has one.  The business in San
Jose is worth $20 million to $30 million, while the Nissan dealer in Western Australia, because there are eight of them,
is probably worth the real estate and maybe $100 000 goodwill.  I spent a couple of weeks working with the Nissan
dealer in San Jose.  As the only dealer there, he has an opportunity.  When Nissan comes into his dealership in San Jose
and they say “Jump”, he says “How high?”.  He is a multi-millionaire.  He has an investment, and he has put the
investment there.  When they tell him to paint his buildings green, he says “Okay” and gets the paintbrush and he starts
first.  In the same instance, if someone went into a Nissan dealership in Perth and told the dealer to paint the buildings
green, he would laugh and tell that person to nick off.
This is why it is important, getting back to the subject.  These people are putting up an investment; they are going into
the business.  When the contract is for 25 years with a 25-year renewal, it does not necessarily mean they will get the
second 25 years.  The negative factor about this is that a 25-year contract and a possible 25-year renewable contract
would make a multinational corporation very interested in a business such as that.  That has a very long-term guarantee
attached to it.  We are not saying that Denis Cullity from Wesbeam will not list the company and that he will not
ultimately sell Wesbeam to Wun Fung Loo in China.  What would happen if the hypothetical Chinese company said to
Wesbeam that it would take the next five years’ production, because it could sell every stick?  That means there is a
viable industry in Western Australia producing laminated beams, and all of a sudden every stick of timber goes
overseas.  What will we do in Western Australia?  Do we import from Malaysia, or from South Australia, or do we pay
premium prices, which could put the market up?  I must get that one out of the system.  I worry about multinationals
coming into this country, and this would be a very attractive proposition for a business coming into this country - 25
years, with another 25 years up the sleeve - and looking at the amount of forest to be cut.  I hope the Government is
making sure that the planting is following the harvesting.  I hope we are planting as we go to sustain the timber.  That is
the major problem I have, because it worried me that we would go into something like that.  We have no control over it.
Hon Christine Sharp:  By way of interjection, I share your concerns, because eight weeks after the Wood Processing
(WESFI) Agreement Bill 2000 was passed - I believe it was also set up by Denis Cullity - the deal was sold out to
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Amatek, which is one of the world’s biggest construction multinationals.  It now controls WESFI, and that transfer took
place only eight weeks after the last state agreement.

Hon Ken Travers:  Western Australians are still working in that plant.  They are paid super and they fly around the
world on their funds.

Hon FRANK HOUGH:  I thank members for allowing me to have a say!  The one question I have is whether there will
be any safeguard to prevent this happening in Western Australia once this agreement is drawn up.  It worries me that we
would have to start importing timber from South Australia -

Hon Ken Travers:  Are you asking for a safeguard that the product from the plant will not be exported?

Hon FRANK HOUGH:  I want a safeguard that a company will not be able to come into this country and tie up timber
production for the next 10 years because it is building four cities.  For example, Iraq could be bombed and the company
could need timber from Western Australia for the next 10 years to rebuild Iraq.  Members can say that that is a
hypothetical situation, but it could happen.  A multinational could come into Western Australia.  This would be an
attractive business.  I now have the negatives out of my system.  The Government should provide a safeguard so that the
company cannot be bought out, taken over or whatever.

Hon Ken Travers:  If Denis Cullity did sell it, and I do not think that he intends to do so, he would continue to do the
pioneering things that Hon Paddy Embry talked about and reinvest his money in new projects.  He is a fascinating
gentleman.

Hon FRANK HOUGH:  This is an attractive business and I am sure the Government has looked at this issue.  To build
a large corporation and to put up an investment such as this requires guarantees; a return is needed on the investment.
These things are very important.  I do not believe that we should have a fragmented industry of half a dozen small
timber industries feeding off the forest.  The member of the Greens (WA) who holds a building licence - I do not think
she is any relation of Bob the Builder -

A government member interjected.

Hon FRANK HOUGH:  The member does not watch television.

Hon Ljiljanna Ravlich:  That is about your level.

Hon FRANK HOUGH:  I do not watch The Wiggles.

The DEPUTY PRESIDENT (Hon Jon Ford):  Order, members!

Hon Ken Travers:  Can we fix it; yes we can!

The DEPUTY PRESIDENT:  Order, members!  Do not get excited at the end of the night.

Hon FRANK HOUGH:  Thank you, Mr Deputy President.  We will probably hit ’em high, hit ’em low and hit ’em with
the old Pea Beu!

I will get back to the issue of timber.  In recent years, pine has become a very attractive building product.  Not too many
years ago, buildings were going up throughout the metropolitan area with roof beams and the walls of veneer buildings
made from karri.  Now a great deal of pine and steel is used.  I am a hobby builder, which I enjoy.  Pine is a very good
product.  Wesbeam Pty Ltd will make laminated beams.  I think the market for laminated beams in the building industry
will increase substantially.  As Hon Paddy Embry said, there are many by-products and value-adding industries such as
pine shops with imported pine furniture.  These areas will flourish a little more, particularly if there is the opportunity
for a large pine manufacturing or producing company to be located in Perth.

Hon Christine Sharp said that our products would be 40 per cent cheaper.  At the end of the day the marketplace will set
the price.  I do not believe the products will be 40 per cent cheaper, because if they were 40 per cent cheaper, we would
sell more timber than we could produce.

Hon Dee Margetts interjected.

Hon FRANK HOUGH:  At the end of the day the marketplace dictates the price.  Timber is not sold at half price.  If
someone is in business to make a profit, that person will work on the retail price.  The market will determine the sale
price.

What is the plan for replanting the pine trees as we harvest or cut down the timber?  A pine tree takes 25 to 30 years to
mature.  It is important that we continue planting as we are cutting down, to maintain continuity.  Where shall we be
doing all this reafforestation to replace the timber taken from Gnangara?  It is also important environmentally that we
monitor the water table for the purposes of reafforestation.  What will be the cost of revegetating after the pine
plantation has been removed; will we replant as the timber is cut or wait for a couple of years?  These are some of the
questions I would like answered.

I understand that 140-odd people will be directly employed on this project, and the rule of thumb is that three or four
times more people will be employed in spin-off industries.  The Government’s foresight will be great for industry in



[Wednesday, 25 September 2002] 1553

Joondalup and Wanneroo.  I was smiling to myself when I found out where the plantation was to be located.  When
driving home at night or on the weekend, I was surprised to see a four-lane highway, fully lit, going out of Wanneroo
past a few market gardens in the middle of nowhere.  That is about where this project will be located, or it might be
coincidental.  The penny has dropped.

Hon Jim Scott:  They heard you were moving out there.

Hon FRANK HOUGH:  Probably.  This was probably forward planning by the Liberal Party, or foresight by the Labor
Party; who knows.  One could speculate that this project will result in a few trucks going up and down the road as we go
home at night.  This development will be good for the growth of the Wanneroo area; it will also help people living at
Joondalup, Moore River and Seabird.  It is surprising to see the number of new housing developments and the
population moving out to the northern suburbs. Western Australia needs industry and jobs.  Whilst Wesbeam Pty Ltd is
being given incentives by way of stamp duty, I do not see investors and speculators lining up to spend $80-odd million
to start a pine business or a laminated beam business.  That is a reasonably good punt.  A person who set up a business
would expect long-term security.  Long-term security makes a business a lot more viable.  Long-term security also
makes a business merchandise a lot better by forward planning for future products.  If this project goes particularly well,
it will be amazing to see the spin-off products from such a plant, which will be built in the northern suburbs.

One of the most important issues relates to the building industry.  Currently in the building industry, steel is used for the
inner walls and ceilings of particularly veneer-type homes and transportable homes.  The way in which pine is treated
now means that it will last as long as any type of timber.  Treated pine has reasonable strength.  A huge laminated pine
beam runs through the centre of my new home at Ledge Point.  The exposed beams and rafters are all made of pine,
which I have varnished with a jarrah stain.  People who walk into my home often say that they love to see nice jarrah
work in a home.  I say to them, “So do I.”  I do not tell them that it is not jarrah; I just agree with them.  I am not telling
a lie.

Hon Ken Travers:  We will remember that from now on.

Hon FRANK HOUGH:  As the newspaper said today, I do not lie, and I believe everything I read in the newspaper.

The Government should encourage and assist this industry.  It also must ensure that at the end of the day the Western
Australian people get their fair share of the dollars generated by the industry that the Government is assisting.  Although
we need to have security and a guarantee, we should never prostitute ourselves, and I do not think we need to prostitute
ourselves.  However, we must ensure that industries in Western Australia are fully supported and encouraged by the
Government.  This project certainly has been supported and encouraged.  All Western Australians and every member of
Parliament sincerely hope that the Wesbeam Pty Ltd project goes ahead full steam.  If it is highly successful, Western
Australia can only grow from this point.

In closing, the One Nation party, like a breath of fresh air, to quote the Leader of the House, will support the
Government.

HON MURRAY CRIDDLE (Agricultural) [9.59 pm]:  I will make a few brief comments - they will need to be very
brief - in support of the Wood Processing (Wesbeam) Agreement Bill.

Debate interrupted, pursuant to standing orders.

ADJOURNMENT OF THE HOUSE

HON KIM CHANCE (Agricultural - Leader of the House) [10.00 pm]: I move -

That the House do now adjourn.

Order of Business - Adjournment Debate

Hon KIM CHANCE:  I will indicate to members the likely order of business tomorrow.  Members may wish to note a
couple of changes, although they will require the consent of the House in some instances.  When we move to the
Address-in-Reply, I intend to move that that order of the day be adjourned to a later stage of the day’s sitting to enable
us to deal with order of the day No 66, which is a disallowance motion moved by Hon Bruce Donaldson.  That
disallowance motion deals with fishing boat licence fees.  Six hundred of those licences are rock lobster licences that
are be due on 30 September.  Therefore, although some nine days is left to run on that disallowance motion, it is
necessary for us to resolve it prior to 30 September.  That should not take more than a few minutes to resolve.

Hon Murray Criddle:  Will that be immediately after lunch?

Hon KIM CHANCE:  Yes, as soon as we get onto the Address-in-Reply, so it will be after the one hour of motions.

Hon Norman Moore:  And the one hour of committee reports.

Hon KIM CHANCE:  Yes, if there are any.  I am not sure whether there are any.

Hon Norman Moore:  Two reports were tabled today.


