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Forest Products Commission - 
Hon George Cash, Chairman. 

Hon Kim Chance, Minister for Agriculture, Forestry and Fisheries. 

Dr P. Biggs, General Manager. 

Mr D. Oelofse, Acting Chief Financial Officer. 
The CHAIRMAN:  On behalf of the Legislative Council Estimates Committee, I welcome the officers from the 
Forest Products Commission and indicate that government agencies and departments have an important role and 
duty in assisting Parliament to scrutinise the budget papers on behalf of the people of Western Australia.  The 
committee values your assistance. 

Members will be aware that it would be convenient to Hansard if you could quote a page number, item, program 
and amount in the budget papers for identification purposes. 

If supplementary information is to be provided, it is to be delivered to the committee’s clerk within five working 
days of receipt of the questions.  An example of the required Hansard style for the documents has been provided 
to your advisers.  The committee reminds agency representatives to respond to questions in a succinct manner 
and to limit the extent of personal observations.  Welcome gentlemen.  I now hand over to Hon Barry House for 
some questions.   

Hon BARRY HOUSE:  My question relates to page 288 because that is the only page on which any information 
on the Forest Products Commission appears out of the 1 144 pages of Budget Statements.  I hope that that does 
not reflect the importance that the Government attaches to this industry.  Where is the information about all the 
other bits and pieces like mission statements, significant issues and trends, outcomes, outputs and performance 
information and major achievements that are supplied for other government agencies?   

Hon KIM CHANCE:  The Forest Products Commission is a government business enterprise and it reports in a 
manner consistent with other government business enterprises that is required by the budget process.  It is not a 
government department.  It is more akin to Western Power, for example - in some ways but not in others I hasten 
to add - and the Water Corporation.  Neither of those agencies reports in the manner that is expected of 
government departments.   

Hon BARRY HOUSE:  Interesting.  I have a couple of general questions because that is all we can base our 
information about the Forest Products Commission on.  With regard to the proposed sale by Sotico Pty Ltd, are 
watertight conditions attached to its licensed timber allocations to ensure that it transfers to a purchaser and that 
the industry remains in the Manjimup area?  

Hon KIM CHANCE:  I was going to answer unequivocally yes, and the reference would be the contract with 
Sotico and, specifically, schedule 5 of that contract.  However, the member’s question then became more 
specific and addressed the particular area of Manjimup.  Although it is the Government’s intention that a 
furniture precinct be established in Manjimup, the contract and its specifications do not make such a specific 
requirement about Manjimup.  Provided the precinct is in Western Australia, it would meet the contract 
specification.   

Hon BARRY HOUSE:  My other question is based on the same area of activity.  Was support from the Forest 
Products Commission requested by the Furniture Bid Consortium Pty Ltd, which attempted to take over the 
Sotico operations?  If so, in what form did that support take and why did the proposed buyout fail?  

Hon KIM CHANCE:  The answer is no, the support that was offered to the consortium was offered by the whole 
of government rather than by the FPC itself.  That would, in fact, exceed FPC’s charter as a government-trading 
agency.  Although the consortium remains in the field in terms of its negotiations with Sotico, the reason it has 
not been successful so far is that it could not agree on commercial terms with Sotico.  Sotico then went back to 
the broader field of firms that have indicated an interest as a buyer of its asset.  

[5.00 pm] 

Hon SUE ELLERY:  My first question relates to the letting of timber contracts.  What progress has been made 
with the allocation of timber contracts for sale under the new forest management plan?  

Hon KIM CHANCE:  The process of the allocation of timber contracts under the new forest management plan, 
which commenced in January this year, is almost complete now.  Some small but important components are still 
to be tied up, but more than 97 per cent of the jarrah and karri sawlogs have now been allocated.  The jarrah and 
karri allocations went through a request for proposals process, which is now completed.  That leaves some 8 450 
tonnes of high and low-grade feature sawlogs.  They are from the species jarrah, blackbutt, she-oak, marri and 



Extract from Hansard 
[COUNCIL - Thursday, 10 June 2004] 

 p683b-690a 
Chairman; Hon Barry House; Hon Kim Chance; Hon Sue Ellery; Hon Dr Chrissy Sharp; Hon Robyn 

McSweeney; Hon Peter Foss; Hon Bill Stretch; Hon Ed Dermer; [5.40 Pm] 

 [2] 

wandoo.  The allocation of that 8 450 tonnes is now in the process of determination.  It will be done principally 
by open tender and, to a lesser extent, periodic auction.  I will give the member some idea of the way we 
envisage that breaking up.  About 80 per cent is expected to be allocated through an open competitive tender 
process for contracts, not unlike the RFP process.  The proposal to allocate the remaining 20 per cent by periodic 
auction has been somewhat controversial, which surprises me.  However, I think it is necessary to have some 
point in the process at which market forces are as near as possible unconstrained, to get a real reading of the 
value of the market.  Although there may be better ways of doing that than the auction system, there are few 
better ways of doing it that can allow more public involvement in the process than the auction system.  That 
resource will greatly assist the fine wood industry, along with the craft wood and mainstream jarrah sawlog 
resource.  Once that is allocated, there is a further quantity of approximately 85 600 tonnes of firewood and other 
log residues, which is in the process of being tendered for.  

Hon SUE ELLERY:  My next question relates to the commitment to value adding under the regional forest 
agreement.  Can the minister update me on the measures that have been taken to add value to our forest timber 
resources?  

Hon KIM CHANCE:  Value adding to the State’s timber resources is a core priority of the Government, allied 
with bringing down our level of cut to what our investigations indicate to be a sustainable level.  It is then 
important for us to ensure that the remaining native timber resource available to industry has the highest value 
end use, which allows jobs to be created in Western Australia.  We are currently constructing that process.  We 
have moved a long way down that track, and I hope we will see that rolled out in the quite near future.  Value 
adding into timber products, such as furniture, flooring and, in some cases, joinery, is a key performance 
criterion for the sawlog contracts entered into between the Forest Products Commission and processing 
companies.  They have had to show, in order to qualify for an allocation of resource through the contract system, 
that they can value add or have established the necessary industry alliances to ensure that that value adding will 
take place. 

Hon SUE ELLERY:  The third question is about access to craft wood for artisans in the south west.  Has a 
strategy been developed for that; and, if so, how is that being implemented? 

Hon KIM CHANCE:  There is the provision of opportunities for access to forest products that are suitable for 
use by craftspeople.  I add that this is a growing market, and there will be more demand than there has been in 
the past.  That group sits outside the classes of timber that have been or are currently being allocated.  The 
strategy will be finalised this year in accordance with the provisions of the forest management plan.  The Forest 
Products Commission is planning to advertise and to conduct forums with members of the craft sector to discuss 
issues related to the strategy before its final development is put together in detail.  There are still a number of 
details around the strategy that we want to ensure are settled.  In the meantime, craftspeople continue to have 
access to timber, which we commonly call craft wood, through minor production contracts that are available 
through FPC. 

Hon CHRISTINE SHARP:  I have a couple of questions about the 8 450 tonnes of lower-grade feature logs that 
will be provided to supplement the now much reduced supply of high-grade feature jarrah logs for fine furniture 
manufacture.  One question follows on from a question of my colleague Hon Sue Ellery.  Will any of that quota 
of 8 450 tonnes be for the woodcraft industry, or however it is defined?  Of that total of lower-grade feature logs 
of 8 450 tonnes, which, as the minister has just explained, is over a range of species, how much is jarrah? 

Hon KIM CHANCE:  I will answer the second question first because it is more convenient that way.  Of the 
8 450 tonnes, 200 tonnes fit into the category of high-grade feature jarrah, and 2 500 tonnes fit into the category 
of low-grade feature jarrah.  There is a small amount of other material such as jarrah burl - I think about 100 
tonnes.  However, basically, it is that 2 700 tonnes of high-grade and low-grade feature. 

Hon CHRISTINE SHARP:  Is it 2 500 tonnes? 

Hon KIM CHANCE:  It is 2 500 tonnes plus 200 tonnes, which is the high-grade feature, making a total of 2 700 
tonnes. 

Hon CHRISTINE SHARP:  Some of that will be for the woodcraft -  

Hon KIM CHANCE:  The vast bulk of the 8 450 tonnes will end up in the hands of the fine wood furniture 
industry and the craft wood industry.  It would not be stretching the imagination to say that virtually all of it will 
end up in those two hands, although - one never knows - a new end use might develop.  However, it would have 
to be an end use that has a very high value outcome, because the unit cost of this sort of material will be quite 
high. 
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Hon CHRISTINE SHARP:  I am jumping around a bit.  The minister may need to take this on notice.  However, 
I wonder whether the Forest Products Commission has up-to-date models of likely annual harvest estimates for 
the overall Tasmanian blue gum production in the south west and great southern - that is, not just its own 
plantations, but across the board - say, for the next five years.  I want up-to-date information that includes the 
growth rates that are lower than were originally estimated and, therefore, the lower yields being experienced in 
the field.  Is the minister able to provide that? 

[5.10 pm] 

Hon KIM CHANCE:  I am advised that that question may fall outside our jurisdiction, because that matter would 
be considered in terms of the National Forest Inventory Australia.  However, I think we can give the member a 
ballpark figure simply based on the chipping end use of blue gum.  Currently, it would be more than one million 
tonnes, and most projections would put it at about four million tonnes within the next four or five years.  That is 
for chipping purposes only.   
Hon CHRISTINE SHARP:  With regard to the investment security guarantee, has the Forest Products 
Commission done calculations of the cost to a future Government if the supply of jarrah were reduced from the 
current 131 000 cubic metres to, say, 111 000 cubic metres, or a range of possible reductions, in 2014?  Has the 
department estimated the compensation amount that would be due?  Is that indexed according to the consumer 
price index?  Can the minister describe the benefit to the State of this investment security guarantee?   
Hon KIM CHANCE:  This question should more properly be directed to the Department of Industry and 
Resources, but, on the basis of the back-of-the-envelope calculation that we have just done, a reduction of that 
nature would incur a cost of about $5 million.   
Hon ROBYN McSWEENEY:  Does the Forest Products Commission auction logs confiscated from private 
property; and, if so, under what authority?  I ask this question because about eight o’clock this morning I 
received four phone calls: one from a mill manager, one from a mill owner and one each from two logging 
contractors.  The logging contractors had felled a considerable amount of first and second-grade wood on private 
property at Quindanning.  I know that they did not have a permit.  They rang me because they said that officers 
from the Department of Conservation and Land Management or the Forest Products Commission were going to 
confiscate the logs and take them to Harvey to auction.  These four guys were extremely upset that these officers 
were intending to take the logs.  I thought there could be a bit of trouble, because people are obviously angry.  I 
rang Keiran McNamara, who was very good, and he put me on to David Mell.  David spoke to the mill owner, 
who said that David was very good and that they were sorting something out.  We are going to have problems 
with private landowners who do this.  Logging contractors are not really sure about the 23D exemption.  I know 
that this is not the minister’s area, but I am going around in circles.  I would like this question answered, because 
there will be problems in the next few months if the Government does not tell logging contractors, mill owners 
and private farm owners - obviously it is in that process now with private farm owners - what they can do.  The 
Government really needs to do that.   

Hon KIM CHANCE:  The Forest Products Commission does not have the capacity to seize logs in the 
circumstances described.  In those circumstances that would be a function of the Department of Conservation 
and Land Management, acting under the authority of the Wildlife Conservation Act.  The circumstances under 
which logs can be seized under the authority of the FPC are for things such as non-payment for logs, or a proven 
case of theft of logs.   

Hon BARRY HOUSE:  What input has the Forest Products Commission had into the location of chip mills for 
blue gum plantations in the south west?  Does it agree with the location of one chip mill in the Bunbury port, and 
it appears also a second chip mill in the Bunbury port?  What was done to ensure a better siting of the secondary 
processing facility in the Donnybrook or Kirup area rather than at the Bunbury port?   

Hon KIM CHANCE:  The role of the Forest Products Commission, if it has a role at all, is only to provide expert 
advice to the agencies, or the authorities in this case, that are properly charged with that responsibility.  This 
matter involves the Department for Planning and Infrastructure, because it is by and large a planning and 
transport matter.  However, it is also a matter that, as we know now from the Brookhampton experience, is 
heavily dependent upon decisions made by the local government authority.  As to the location of the Hansol chip 
mill in Bunbury, I think once that decision had been made, it basically determined the decision for the next chip 
plant, because once one plant had been located in Bunbury it would make logistical sense to locate the other mill 
in the same place, because the question of numbers for the port bypass road, for example, and a number of other 
logistical questions about traffic movements in Bunbury are made easier if the additional freight is serving two 
chip mills rather than one.  However, that is only my personal viewpoint.   
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Hon PETER FOSS:  What are the economic logistics of carting logs as opposed to woodchips?  I have always 
thought it would be sensible if the chipping took place close to where the logs were cut, as chips are a lot easier 
to carry than logs.   

Hon KIM CHANCE:  It depends on a number of factors.  Some companies are looking at the option of infield 
chipping.   

Hon PETER FOSS:  Yes, for that very reason.   

Hon KIM CHANCE:  Yes.  Also, the truck movement is then more stable and it is not as easily identified as a 
large and possibly dangerous -  

Hon PETER FOSS:  They can use ordinary trucks.   

Hon KIM CHANCE:  Yes.  They can use trucks that still have the Coles-Myer label on them, for example, 
because that is effectively what they are - they are basically common or garden-variety delivery trucks.  From the 
Government’s point of view, we would be much happier if the chip mills were located at the end of a rail 
journey, but clearly that is not an option to service those areas north-east and north-west of Albany that do not 
have access to a rail line.   

Hon PETER FOSS:  Similarly, you would be happy to have them at a railhead, would you not?  

Hon KIM CHANCE:  Yes.  Clearly rail access is an issue.  The way in which the Albany Plantation Export 
Company mill has been structured is an ideal alternative.  It provides for rail and road access for the ingress logs 
and rail access straight through to the port of Albany for the outgoing material.  That is an ideal situation, which 
gets around many of the issues that develop when one starts contemplating the logistics of multimillion tonne 
hauls on roads that were not designed for them.  There are some very real problems out there, and we will need 
to be adaptive to solve them.  It would be easier if we were able to go back and start with a clean slate and make 
assumptions that there was one woodchipping company in the whole of Western Australia.  We could then solve 
those problems.  Regrettably, that is not the situation we have.  The major companies that we have are, for a 
number of reasons, reluctant to work together on a cooperative basis.   

[5.20 pm] 

Hon BILL STRETCH:  With regard to the reconstituted blue gum chip proposal for Albany with Lignor Pty Ltd, 
I understand that Lignor has been assured that it will be supplied with an average of nine-inch diameter logs in 
massive quantities and a continuing supply thereof.  How far have those negotiations proceeded?  Is Lignor 
getting the correct advice on the supply of the resource?  From my experience of Dardanup blue gum plantations, 
if the sort of tonnages that are being talked about were to start being produced, there would be a shortage of 
supply.  Is there close coordination between the minister and the Minister for State Development, who would be 
handling the signing of the agreement?  Has the availability of that resource been clarified? 

Hon KIM CHANCE:  Yes, and also by a very direct line of communication between the components and the 
Forest Products Commission.  They have sought assurances on the future supply.  The venture proposes to 
produce a product called construction strand lumber.  It is an enormously exciting project.  CSL is not produced 
anywhere in the world from hardwoods.  There are four or five plants in Germany and the United States where 
they use as a base poplar and aspen respectively, both of which are very low-grade fast-growing softwoods.  
Western Australian hardwoods have been used in the process, including blue gum.  They produce a very superior 
product, which we can all be very excited about.  We are looking forward to the proponents concluding the 
issues that they must conclude, including capital raising, but I believe that supply will not be a problem for them, 
partly because they will always be able to outbid the woodchip buyers in the event that they are in competition 
with the woodchippers.  There will always be a considerable supply of blue gum thinnings as well as the 
possibility that some of the non-commercial thinning processes in the native forests could also become 
commercial thinning processes with the existence of a construction strand lumber mill; in other words, some of 
our karri thinnings in particular could be converted for use through a CSL plant. 

Hon BILL STRETCH:  I understand that the proponents are not terribly interested in thinnings but want the large 
diameter logs.  Can the minister outline the tonnages that they are discussing?  I understand they require a 
massive throughput of logs for the process. 

Hon KIM CHANCE:  I cannot recall off the top of my head the number they were talking about.  I would be 
surprised if it were more than 200 000 cubic metres.  My guess is around 200 000 cubic metres.   

Hon BILL STRETCH:  Per annum? 

Hon KIM CHANCE:  Per annum.  That is on a par with the supply to the laminated plant at Neerabup.  No, I do 
not think, and the Forest Products Commission has never indicated to me, that there are concerns about meeting 
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supply.  It must be stated - the honourable member understands it, but I do so for the sake of other members - 
that much of their supply will come from private timber suppliers, not the FPC.   

Hon BILL STRETCH:  Can the minister confirm those figures on notice? 

Hon KIM CHANCE:  Yes.   

[Supplementary Information No 95.] 
Hon ED DERMER:  I remember that at last year’s Forest Products Commission estimates hearings there was an 
encouraging report on the progress of the sandalwood industry.  I am interested in an update.   

Hon KIM CHANCE:  I might bounce that one to Dr Biggs.  I would talk on it for too long.  

Dr BIGGS:  Can I ensure that I have the nature of the question correct?   

Hon ED DERMER:  At last year’s estimates hearings I asked questions about the development of the 
sandalwood industry.  My recollection is that the tonnage and the general development of the industry were quite 
positive.  My interest is in getting an update on what has happened in the intervening 12 months.  
Dr BIGGS:  The demand for sandalwood in the Asian market remains strong.  The unsustainable supplies from 
India and other parts of the region continue to decrease.  However, our main priority has been to maintain the 
strength of the local processing, particularly through Mount Romance Australia at Albany.  We have 
successfully worked it this year to match the grades of sandalwood to meet the requirements of oil distillation.  It 
is set up for the ongoing success of that business long into the future.  We continue to export parts of the 
sandalwood, and the dead sandalwood, which is still a major part of the supply, to the traditional Asian markets.  
The markets remain strong, although prices have been affected by the strength of the Australian dollar and the 
exchange rates.  We have managed that by prudent hedging and financial management of the exchange rate 
during the year.  We continued to invest in sandalwood plantations, with about 200 hectares this year, which we 
hope to increase.  We continue to refine the establishment procedures for sandalwood plantations to ensure that 
the host and the sandalwood are both properly established.  With that technical improvement, we hope to 
increase the plantation production of sandalwood over the coming decades.   
Hon ED DERMER:  I am not sure of the relationship between the Water Corporation and the Forest Products 
Commission.  I refer to the progress of the blue gum project using sewerage water to provide nutrients and water 
for the trees.  A report on progress would be useful.  
Hon KIM CHANCE:  I believe from my observation and what I have been told that this has been a very 
successful project.  It is a project that is now in its maturity; indeed, harvesting is well under way in large areas.  
The project started while I was a member of the Water Authority of Western Australia board, so I feel some 
ownership of the project.  It has been very successful.   
Hon ED DERMER:  Does the minister have any figures on the number of timber workers engaged in the 
harvesting process? 

[5.30 pm] 

Hon KIM CHANCE:  Again, I will have to get back to the member on that because it is a private sector figure.  
Apart from anything else, it is a rapidly growing sector, as the member can imagine, because of the resources 
now coming on stream.  Indeed, an issue that the plantation industry, the Great Southern TAFE and others have 
discussed with me is how the Government will get the operators trained and able to work the fairly sophisticated 
machinery that is used in time and in enough numbers to meet the ultimate demand.  It is quite sophisticated 
technology in all its parts.  The harvesting operation is sophisticated; it is all done mechanically and the 
machinery requires considerable skill to operate.  Also, the transport component is somewhat unique.  The trucks 
are designed with in-built road cells and little niceties like central tyre inflation, which means that the trucks can 
minimise the damage they do to roads by inflating and deflating their tyres to the appropriate pressures for the 
appropriate road and load conditions.   

Hon ED DERMER:  Is that done automatically?   

Hon KIM CHANCE:  Yes.  Certainly it is all governed from the cabin of the vehicle.   

The CHAIRMAN:  Does the member require that information?   

Hon ED DERMER:  I gather from what the minister has said that by the time the information is collated, it will 
be out of date.   

The CHAIRMAN:  In that case I will not mark that down as supplementary information.   
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Hon CHRISTINE SHARP:  This afternoon the minister talked about the reduction in tree planting on cleared 
land.  I understand that there has been a reduction in not only conservation planting but also commercial 
planting.  Will the minister outline the extent of that reduction and what does the minister think are some of the 
issues that must be addressed to reverse that trend?   

Hon KIM CHANCE:  I will deal with the broad policy issues relating to that question and Dr Biggs will fill the 
member in on some of the detail.  The member is right: the plantation development budget is substantially down 
this year from previous years, which all seems contraindicative of the Government’s stated direction.  However, 
there are reasons for that.  As I said earlier today, it is the calm before the storm.  It is expected that the scale of 
plantation development will rapidly increase, presuming decisions are made about the National Action Plan for 
Salinity and Water Quality roll-out.  The State Government has informed the Commonwealth Government of its 
global position in support of the Infinitree project, which is the main state product for the establishment of 
plantations.  The State Government met with the Commonwealth Government on the basis that we had the stated 
support of each of the natural resource management groups in Western Australia.  However, it did not suit the 
Commonwealth Government to endorse our position, which set us back some $25 million or $30 million.  The 
Commonwealth Government considers the Infinitree program to be a brilliant scheme.  Indeed, at times the 
Commonwealth Government has described this process to us as a model scheme for the rest of Australia.  The 
Commonwealth Government is not only happy with it but also enthusiastic about it being adopted nationally.  
However, the Commonwealth Government said it could not agree with the way the State Government had 
presented its proposition and that the proposition now must be presented by the NRM groups.  Everyone 
understands that to get such a proposition through the NRM groups, the NRM groups must have an accredited 
business plan.  At that stage the State Government was the only Government funding the groups; the 
Commonwealth Government had not provided any money to them.  We have now got over that hump but we 
have to wait for those projects to be regurgitated in exactly the same form as we presented them to the 
Commonwealth 18 or more months ago.  We have been set back by that amount.  There has also been limited 
private sector investment - certainly below our expectations for 2004-05 - and that has largely been as a result of 
the relatively high prices that other agricultural commodities are enjoying.  People are choosing to run beef for 
another year or grow wheat for another year rather than put land down to plantations.  At the same time, I think 
we have made a very cautious or perhaps over-cautious estimation of the funds that we will be expending in this 
area this year.  However, it is better to be a little over cautious in our estimations than to over estimate.   

Hon CHRISTINE SHARP:  Does the figure of $5.22 million referred to at page 288 operate on one-to-one dollar 
funding with the Commonwealth under the national action plan? 

Hon KIM CHANCE:  One presumes that will be the case if the Commonwealth finally accepts the proposal. 

Hon CHRISTINE SHARP:  That figure has basically halved since last year.  How does that work?   

Hon KIM CHANCE:  At that point I will introduce Dr Biggs. 

Dr BIGGS:  I draw members’ attention to the capital contribution at the bottom of page 288, which indicates that 
the level of borrowings each year will rise from $5.2 million last year to $5.8 million at the end of the outlook 
period.  That is the underlying funding for the FPC’s afforestation program.  Our take-up of sharefarming has 
been dependent on a response by the farmers to the packages that are on offer, which was lower than the 
available borrowings in the early years.  Over the past 12 months some properties become available to us and the 
$10 million estimated expenditure this year therefore covers the use of borrowings that were available to us in 
previous years.  It was a catch up from the slow take-up rate in the last year.  The estimated expenditure for next 
year drops back to the level of funding that is available from the borrowings.  With that money - $5 million a 
year over six years - we are hoping to leverage another $30 million out of the Commonwealth’s national action 
plan which makes up the $60 million salinity contribution over the period of that NAP.  We would also be 
hoping to leverage non-government investment in those same programs so that we can deliver more economic, 
social and environmental benefits through the salinity funding. 

Hon CHRISTINE SHARP:  Given that this is dependent on the take-up by farmers, I do not understand the link - 
the very frustrating situation - with federal funding, because if farmers do not take up what the State has anyway, 
why does the federal money hold anything up?  How will the federal money be used to link through to the farmer 
take-up? 

Dr BIGGS:  The two funding sources can come together to make a more attractive package for the farmers.  We 
could offer an increased package to the farmers, which would compete more strongly with their returns from 
agricultural enterprises. 

[5.40 pm] 
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Hon BARRY HOUSE:  I am interested in the Forest Products Commission’s response to the contention that it 
seriously undervalues our native forest resource.  The allegation is that the logable native forests were not valued 
at all in 2001 and that in 2003 they were allocated a value of $66 million.  That leads to the further allegation 
that, because of that undervaluing, every time a tonne of logs is taken from our forest it costs the people of 
Western Australia $45.  In total, the direct losses incurred in logging our forests were $80 million in 2002 and 
$47 million in 2003.  How does the Forest Products Commission value our native forests?  I am putting those 
figures to the general manager for his comment, as I am sure they have been put to him before.   

Hon KIM CHANCE:  We have been challenged on aspects of the nature of the valuation of native forests at 
enormous length.  Please do not ask for the file, because we would have to send a condensed version by a very 
large truck!   

Hon BARRY HOUSE:  A response in about half a page of Hansard will do.   

Hon KIM CHANCE:  I will leave the question of the zero valuation and the $66 million valuation to Dr Biggs, 
who has dealt with it more directly.  On the question of the value of a tonne of timber withdrawn from the forest, 
it is our view that a forest managed for sustainability, although it should yield a return to its owners - the 
Western Australian public - does not suffer from the removal of that one tonne of timber because it regrows.  
There is an assumption that, provided the costs of growing that one tonne - costs such as those associated with 
fire control, roading etc - are met, we can calculate the return to the community for every dollar above what it 
takes to meet those costs.  Clearly, not everyone will agree with that proposition.  It is, quite legitimately, open to 
various forms of interpretation.  

Dr BIGGS:  The timber value from the State’s forest, which is what is relevant to the FPC’s annual statements, is 
valued at the net present value of the future cash flows that will come from that forest, discounted to today’s 
dollar terms.  That involves projections of all the revenues over the planning horizon and all the expenditures and 
then discounting the net back to zero.  The commencement of the life of the FPC was at a time of major change 
to the allowable cut with the introduction of the old-growth forest policy.  As a result, the projected revenues 
declined overnight.  The projected expenditures declined in a more gradual fashion as the regeneration and 
roading activities were wound back.  That led to a low valuation in the first year of the FPC.  Australian 
accounting standard 37 specifies that the value of the forest includes the value of the standing timber as well as 
the roads and bridges - the infrastructure within it.  If the value of the infrastructure exceeds the value of the 
forest as a whole, the dollar amount is assigned to the infrastructure; therefore, our accounts for that year show a 
value for the roads and bridges infrastructure and a zero value for the trees.  In the subsequent two years the 
revenue and expenditure has come back into balance.  We now have a management plan that gives us a level of 
cut for the 10-year period and we have a reduced level of expenditure, reduced staffing and reduced harvesting 
contracts in that state forest, so that our expenditure is back at a level that is lower than the revenue and, as a 
result of the net present value, shows as a positive. 

Hon CHRISTINE SHARP:  I return to the plantation sector.  In connection with the Infinitree program and the 
importance of the eucalypt sawlog industry, notwithstanding the construction strand lumber product, what 
research is the department doing to develop a viable eucalypt product for solid sawn timber? 

Hon KIM CHANCE:  That is a very good question, Mr Chairman.  This sort of research is carried out nationally, 
primarily through the Forest and Wood Products Research and Development Corporation.  We are a very small 
trading agency.  We do not have a large capacity to carry out research and development ourselves.  I hasten to 
add, however, that just yesterday we met with virtually all the players in forestry research and development, 
along with Dr Bruce Hobbs, to discuss the possibility of forming a single forestry research and development 
institute in Western Australia so that we can combine our efforts in a similar way to what we are attempting to 
do with agriculture; therefore, perhaps in future we will be able to do more. 

A great deal of research has been carried out in this specific area apart from the research that has been carried out 
in the eastern States.  Most particularly some very good work has been carried out at the University of 
Melbourne, Creswick campus, but not exclusively there.  The private sector is carrying out work, sometimes in 
conjunction with universities, such as the University of Melbourne and the University of Western Australia, 
which has an R&D linkage with the Commonwealth Scientific and Industrial Research Organisation in Western 
Australia, principally in Albany.  That work is very focused around specific private sector outcomes.  It is 
happening.  I have seen some superb furniture manufactured from blue gums that were not grown for that 
purpose.  As the member is aware, if a tree is grown for a specific purpose, it is handled in a different way to 
maximise its sawlog quality.  There is very considerable potential in this area.  I would have liked to have seen a 
lot more Sydney blue gum - Eucalyptus saligna - and other high-value sawlog species planted some years ago 
and available to us.  We regard the new eucalypt sawlog program - which is aimed at correcting salinity 
problems in the Warrup, Tone, Kent and east Collie catchments - as a viable outcome from the National Action 
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Plan for Salinity and Water Quality, which outcome was rejected by the Commonwealth Government.  However, 
I believe the program has a very promising future. 

The CHAIRMAN:  That brings to a close the session on the Forest Products Commission.  I thank the minister, 
Dr Biggs and Mr Oelofse for their attendance and for the advice and information they have provided to the 
committee, which has obviously been helpful to members.  That is the end of the Estimates Committee for this 
year, thank you. 

Committee adjourned at 5.49 pm 
__________ 

 


