
Warner, Mark 

From: Steve Darley <steve.darley@austoils.com.au >
Sent: Wednesday, 2 May 2012 1:57 PM
To: Warner, Mark
Subject: FW: Austoils Sandalwood
Attachments: 101103_AO_Letter to Minister for State Development - Short.pdf; HARTLEY FPC.pdf;

D.M.P..pdf; Letter to Brendan Grylls.pdf; Premiers letter.pdf

Dear Mr Warner, I am following up with Petition 152.
I also have issues with FPC , and have sent the following letter to Hon Wendy Duncan MLC
I also forward to you as the issues that I have spoken about to Hon Wendy Duncan MLC are still outstanding.

From: Steve Darley [mailto:steve.darley@austoils.com.au]
Sent: Tuesday, 31 January 2012 12:42 PM
To: 'wendy.duncan@mp.wa.gov .auT
Cc: Tclorothy.henderson@mp.wa.gov .au l ; 'nnargie.thomas- T ; ifrances.archer@mp.wa.gov .aul
Subject: Austoils Sandalwood

—02.2012

Att: Hon. Wendy Duncan MLC

Member for Mining and Pastoral Region

National Party of Australia

Wendy.DuncanPmp.wa.gov.au

Cc. Dorothy.henderson@mp.wa.gov.au

Margie.Thomas-Close@mp.wa.gov.au 

Frances.Archer@mp.wa.gov.au  

My name is Stephen Darley, , Managing Director of Austoils Pty Ltd ( www.austoils.com.au ) . Austoils is a
sandalwood oil processing company based in Bibra lake W.A. operating since 2008 .

It has come to my attention , that Mr Keith Mader , of Walling Rock Station, has presented a petition to you along
with PGA Members, re Sandalwood Harvesting.

I have written to the Minister of Forestry and Agriculture, Hon. Terry Redman, 3 times in 3 years and have asked
him if the State can provide a sandalwood supply to Austoils , so as

Austoils can operate its sandalwood distillery without having to close down through lack of available product.

PU :LIC

mailto:Tclorothy.henderson@mp.wa.gov
mailto:Tclorothy.henderson@mp.wa.gov
http://Wendy.DuncanPmp.wa.gov.au
mailto:Dorothy.henderson@mp.wa.gov.au
mailto:Margie.Thomas-Close@mp.wa.gov.au
mailto:Frances.Archer@mp.wa.gov.au
http://www.austoils.com.au


Each 'time the reply was, Sorry the State of W.A. has no Green or Dead Sandalwood available for domestic purposes.

The Ministers information came from the Manager of Arid Areas, F.P.C. as I understand.

This is the case with all letters sent to various Ministers inc the Hon. Premier of W.A.

I think a closed cartel exists, within the government and government selling agents, where the F.P.C. picks 1350
tonne of green sandalwood per annum out of outdated quota of 1500 tonne

available .The 150 tonne of green sandalwood remaining available, is then shared amongst private landowners,
whom apply for a licence to pick sandalwood annually, to the D.E.C.

However the FPC can increase the amount picked anytime, cutting out private landowners.

The sandalwood is then directed to the States sandalwood agent, Wescorp Pty Ltd and then distributed to Mt
( sandalwood oil processor )480 tonne annually, whom has a 18 year contract ( ending 2016)

with the W.A. Government to buy sandalwood on a tonnage basis contract ( another FPC and Wescorp advisors bad
business decision ).

The remainder of the State Governments sandalwood, 870 tonne +, is sold overseas by Government sales agent
Wescorp , with Wescorp charging a percentage of sales fee.

The sale of sandalwood $ then goes to the StatesTreasury coffers

I have spent 2 million dollars of loaned money to build a state of the art sandalwood oil extraction plant and am
having trouble running my business because the FPC will not allocate any green sandalwood,

because it has a policy of not supplying the domestic market. Draconian laws created in the 1900s are standing in
the way of modern times.

7L ustoils has to close down each year because of lack of green sandalwood to process.

I believe the State should supply ongoing businesses with product supply before it sells internationally to a company
that in turn , will manufacture and resell to Australian companies.

This is unheard of in other countries. Local business, creating employment and export $ for Australia from regional
areas should be the State Governments policy .

It seems the FPC is standing in the way of this.

I have tried many ways to get a supply ( see attached letters ) including talking to the Hon Minister for Mines, Hon.
Norman Moores office, re the picking of sandalwood off mining leases as a salvage right.

The D.M.P. looked into and sent a favourable letter ( attachment ) . I then gained permission from 18 mining
companies to pick sandalwood on their leases and presented the D.E.C. with a licence to pick application .
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F.P.C. got wind of this and after a meeting with Austoils ,D.E.C., D.M.P. & F.P.C. members, the F.P.C. asked the
crown law dept to investigate the legality of my license application.

After 6 months the Crown Law dept still could not say yes or no, due to the layered laws ( much like property laws ).

All private sandalwood picking licenses where withheld until Dec ( normally issued August ) .

Austoils hand was forced and I agreed to drop my license application ( approx $ 30000 funds spent on ) allowing
other private people to gain licenses so as Austoils could buy their wood and operate .

The system needs to be changed, allowing private companies, already in the sandalwood business to operate,
without having to close shop because the F.P.C. does not want to sell the States sandalwood domestically.

They have many arguments, saying they are under contract etc. However this is not true and as proven many times
with massive losses , The F.P.C. is not a business .It is run by government workers that have no idea

what is happening in the commercial world.

...relieve again , that the F.P.C. has a closed door policy to sandalwood supply outside the existing 12 year cartel.

I also believe that Pastoralists should be allowed to pick a quota of green sandalwood each year ( not only dead
wood ) and sell to existing distillation companies at market rates, rather than being forced to sell to

The F.P.C. at reduced rates.

The same should be the case for mining leases described above.

In conclusion , to survive and create employment, Austoils needs the F.P.C. to abandon current cartel policies and
supply a regular quantity of green sandalwood roots, butts & logs ASAP.

\floe a board can be formed of current sandalwood industry players, inc pastoralists 8c gov reps, so as a modern
approach can improve the suffering sandalwood industry as it is forced to be

By F.P.C. policy.

There are many issues and other examples that I have not included in this letter.

I a m free to discuss, at your convenience.

I think an elector backlash in regional area may be forthcoming, due to petition submitted, as times get tougher.

As the member for Regional Areas, I hope you can help out.

Yours Sincerely



Stephen Darley

Managing Director

Austoils Pty Ltd

Stephen.Darley@austoils.com.au

mailto:Stephen.Darley@austoils.com.au


3 November 2010

Hon Cohn Barnett MEc MLA
Premier, Treasurer and Minister for State Development
Level 24, Governor Stirling Tower
197 St Georges Terrace
PERTH WA 6000

Dear Premier

Austoils Pty Ltd is a Western Australian owned and operated company established in 2008 to
specialise in the distillation of the state's natural sandalwood, and produce sandalwood oil for
exporting to overseas markets. We have invested over $2 million in a state-of-the-art distillery in
Bibra Lake using the latest distilling processes in an eco friendly plant.

In our first year of operation we purchased a limited supply of sandalwood from private licence
holders and distilled high quality sandalwood oil which was exported to markets in America, Europe,
India and China.

Austoils now has standing orders from these overseas markets for the supply of over two tonnes of
oil per month. The value of this oil would in the region of $1,400,000 each month, providing valuable
export income to Western Australia. However we are unable to get a reliable supply of feedstock to
meet this demand. As a consequence we have had to close the distillery, laying off xx workers, until
such time as we can get wood from the government owned and controlled harvest, or under licence
from other owners.

Sandalwood can be accessed in Western Australia from several sources including the Forest Products
Commission (FPC), private producers with licences issued by the Department of Environment and
Conservation and from mining companies who have sandalwood on their mining tenements.

The FPC currently harvests approximately 1,400 tonnes of distillery suitable sandalwood. According
to the FPC's most recent annual report of this approximately 480 tonnes is sold to the Mount
Romance operation in Albany for oil production. The balance is exported unprocessed by the FPC's
agents.

We have approached the Minister for Forestry to seek his support however neither he nor his
officers have been prepared to meet, and we were referred to the FPC. The FPC has advised that it is
unable to allocate Austoils any sandalwood from the raw feedstock sold overseas by their agents.

In addition Austoils has made application under the Mining Act 1978 to harvest sandalwood from
mining tenements. Under that Act the tenements holders have the right to dispose of wood on their
tenements (including sandalwood) subject to the necessary licences being obtained from the
Department of Conservation (DEC).

In February the DEC referred our application to the Crown Solicitor's office for clarification and
advice. We have had no official feedback on this application, some nine months later. In the interim
no non-government licences (300 tonnes) have been issued. They are normally issued in August each
year. We have also approached the Minister for the Environment seeking her support but to no
avail. Copies of our correspondence to these Ministers and their officers are attached, as is a
summary.

As a direct consequence all regular DEC licence holders have had their income cancelled including
indigenous communities, regional residents and farmers in drought affected areas who supplement
their income with sandalwood harvesting.

Austoils has invested significant funds to develop a value adding industry for Western Australia's raw
materials. We are concerned that government agencies for what ever reasons have been unable or



unwilling to support the further development of the sandalwood oil industry in Western Australia,
relying on the sale of raw sandalwood into markets we can sell processed oil.

Western Australia has been seriously disadvantaged by the inability of the government to address
this issue. In addition to foregone export revenue an emerging sandalwood oil producer has been
forced to suspend its operations indefinitely.

Austoils has not sought to circumvent any government policies or seek an unfair commercial
advantage. We have only sought equitable access to a resource for processing that is currently
exported unprocessed.

As Premier and Minister for State Development you have quite rightly consistently argued for and
supported the further processing of Western Australia's natural resources. We are now seeking your
assistance to gain a sustainable supply of sandalwood to add value to a valuable State asset which is
currently being exported overseas by the FPC and its agents in its raw state.

Your support for our endeavours to achieve this will ensure your vision is realised in industries other
than hard rock mining and the oil and gas sectors.

We are seeking a supply of up to 500 tonnes per annum and would welcome the opportunity to
discuss how this can be achieved without disadvantaging the current revenues to the State and the
FPC. I would be pleased to brief you or your officers on this matter and can be contacted on

Yours sincerely

David Keeffe
Executive Director



Our ref: M26-04096, 008312009 vol 2
Enquiries:
Email:

Mr Steve Darley
Managing Director
Austoils Pty Ltd
PO Box 478
KW1NANA WA 6966

DearIVir Darley

SANDALWOOD COLLECTION AND PROCESSING

I refer to a letter dated 17 August 2009 which you forwarded to the Office of the
Minister for Mines and Petroleum concerning opportunities to salvage and process
sandalwood located on mining leases in the Kalgoorlie area. I understand that you
are looking at salvaging the sandalwood ahead of any planned mining activities on
these leases.

At the request of the Office of the Minister for Mines and Petroleum, officers from the
Native Vegetation Assessment Branch of the Department of Mines and Petroleum
(DMP) have undertaken some preliminary investigations with the Department of
Environment and Conservation (DEC) to determine the requirements for sandalwood
collection that may be applicable to meet your business needs.

On 24 November 2009 a meeting was held between Austoils Pty Ltd and
representatives from DIVIP's Native Vegetation Assessment Branch,
Mr Ryan Mincham and Ms Virginia Simms. The intent of this meeting was for DMP
to provide general advice in relation to sandalwood collection and processing.
Following is a summary of the advice provided, along with other information that may
be of assistance in the context of your enquiry.

Sandalwood is a native plant to Western Australia and, as such, is deemed to be
protected flora for the purposes of the Wildlife Conservation Act 1950. As such,
anyone harvesting sandalwood for the purpose of sale requires a licence under that
Act. In addition, a licence is also required under the Sandalwood Act 1929 for
harvesting sandalwood on both Crown land and alienated land.

Section 3(3) of the Sandalwood Act 1929 defines 'alienated land' as being land
granted by the Crown for an estate in fee simple and any land held on conditional
purchase or other lease or tenure under the provisions of the Land Administration Act
1997, or the Mining Act 1904 (repealed by the Mining Act 1978).

The issuing of sandalwood licences on alienated land is managed by DEC on behalf
of the Chief Executive Officer of DEC. When a sandalwood licence is issued there is
no requirement to obtain a clearing permit, as Schedule 6 of the Environmental

Mineral House 100 Plain Street East Perth Western Australia 6004
Telephone +61 8 9222 3333 Facsimile +61 8 9222 3862

www.cimp.wa.gov.au
www.wa.gov.au
ABN 69 410 335 356

http://www.cimp.wa.gov.au
http://www.wa.gov.au


Protection Act 1986 provides an exemption for clearing conducted in accordance with
a sandalwood licence.

An application for a sandalwood licence to harvest sandalwood on alienated and
must be made on a prescribed application form, which is available from DEC's
Nature Protection Branch. In the application there is a requirement that you provide
full details of the mining leases over which you intend to harvest sandalwood. The
boundaries of these leases should be accurately described as well as the nature of
activities being undertaken on these leases.

It is also a requirement that the application be supported by written authorisation
from the owner or occupier of the alienated land, authorising the applicant to pull or
remove sandalwood on or from that land. In this case, written consent from the
relevant mining lease holders should be sought as soon as practicable. Please note
that the granting of sandalwood licences in respect of alienated land is based on a
priority of application basis.

Applications can be submitted to DEC between 1 January and 28 February each
year. Applications received after that date will not be considered in respect of that
year's allocated quotas. Commencing in March, DEC then conducts field inspections
of all properties that are the subject of applications received. These field
assessments enable DEC to review sandalwood stocks and make recommendations
as to the quantity of sandalwood to be approved for harvesting. A report containing
recommendations for quotas is then prepared and forwarded to the Minister for
Environment by early June. Subject to endorsement by the Minister, applicants are
then notified of their allocated quotas, which takes effect on 1 July.

In issuing a sandalwood licence, the CEO of DEC will specify:

(a) the quantity of sandalwood that may be pulled or removed;
(b) the area of land from which sandalwood may be pulled or removed; and

(c) the period during which sandalwood may be pulled or removed under the
licence.

Sandalwood licences are issued annually and expire at the end of the period
specified in the licence, irrespective of whether the allocated quantity of sandalwood
authorised in the licence to be pulled or removed has been undertaken.

I am advised that you are seeking early notification of relevant mining tenement
holders that have approval to conduct mining activities, in order that you can enter
into an arrangement for access to the lease area for salvaging sandalwood ahead of
the commencement of mining. I acknowledge the importance of establishing early
arrangements with mining tenement holders to secure sandalwood salvage
opportunities, given that the closing date for lodgement of an application for a
sandalwood licence for this upcoming year is 28 February 2010.

DMP's on-line Tengraph system provides publicly available information on locations
of mining titles issued across the State, as well as contact details of mining title
holders. At this stage there are no public notifications given by this Department on
developmental mining proposals approved; however, this should not limit
opportunities to identify mining lease holders with approved mine tenure who may be
agreeable to an arrangement which allows you to take the sandalwood ahead of any
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mining approved by DMP. The sandalwood licence affords you the opportunity to
remove sandalwood irrespective of whether the mining approvals are in place.

As discuscod at the 24 November 2009 meeting, the following nMP contacts may
provide further assistance in your dealings with mining companies operatin g in the
region:

Janine Cameron, Environmental Coordinator, Environment Division —
Kalgoorlie Office, Telephone (08) 90 9 1 9429

Mark Miley, A/General Manager, Mining Ten; I rP, and Native Title, Mineral Titles
Div on, Tele phone (05A 92 22 3618

It is also recommended that you contact the following mining title management
companies to determine whether they can assist in formalising arran gements with
relevant tenement holders with respect to gaining access to leases for sandalwood
collection:

Austwide Mining Title Management Pty Ltd, Tele phone 9409 6951
4 Hetherington Exploration and Mining Tide Services, Telephone 9998 9977

am advised that you alrtady have. contact details for a D FC officer who can provide
more detailed advice in regard to the specific application requirements for a
sandalwood licence.

I am confident that the information provided in this letter will assist in your future
business endeavours.

Yours sincerely

Phil Gorey
DIRECTOR E4ONMENT

9 December 2009
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Premier of Western Australia

Our ref: 24-53142/CMM

Mr David Keefe
Director AustOils Pty Ltd
PO Box 478
KWINANA WA 6966

Dear Mr Keefe

Thank you for your letter dated 5 November 2010 in relation to purchasing
sandalwood that is suitable for distillation.

State-owned sandalwood is marketed through the Forest Products Commission
(FPC) and its agency Wescorp. About 75 per cent of the wood suitable for oil
distillation is sold to local processors, while the balance of the higher grade resource
assists with the marketing of lower grade wood into Asian markets.

I am advised that the FPC has received requests from a range of domestic
customers seeking access to sandalwood resources. Unfortunately, there are limited
supplies and FPC is unable to provide access to additional sandalwood of a grade
that is suitable for oil distillation.

I note in your letter that you and others have concerns about licence applications
lodged with the Department of Environment and Conservation (DEC). I have been
advised that DEC has recently begun to issue licences for sandalwood harvesting.

Yours sincerely

COLIN BARN ETT MLA
PREMIER

27 JAN am

197 St Georges Terrace, Perth, Western Australia 6000
Telephone: +61 8 9222 9888 Facsimile: -1-61 8 9322 1213 Email: WA-Government@dpc.wa.govau

www.premierwa.gov.au

http://www.premierwa.gov.au
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Mr David Hartley
Acting General Manager
Forest Products Commission
Locked Bag 888, Perth Business Centre WA 6103

17 th March 2011

Dear David

We refer to our previous requests and meetings for Austoils to be considered for an allocation of
Sandalwood for the purpose of the distillation of Sandalwood oil. The FPC has since advised that
there was no Sandalwood available to make an allocation.

Since receiving that advice we have been advised of the following
• the premium wood being allocated to Mount Romance has decreased by 100 tonnes pa.
• an allocation of circa 50 tonnes has been made to another distiller being Mr John Day of

Paperbark Industries and at a reduced price.
• the Premiers office has advised that a quantity of premium wood is still being exported

overseas to increase the quality of substandard wood (Agabati). It is noted that this
premium wood is therefore being exported to overseas distillers so they can add value to
the wood at local distillers expense.

Given these changes in circumstances Austoils would again formally request for it to be considered
for an allocation of Sandalwood.

Our request is for an allocation of up to 100 tonnes per annum and consider that a minimum
allocation would be 50 tonnes given the allocation to Mr John Day.

Austoils is willing to pay a commercial rate for the wood in an unprocessed state as Austoils has the
machinery to chip and blend the wood. This would reduce the FPC's cost of processing and supplying
the wood.

Given Austoils is able to chip and blend the wood we are also able to take a variety of wood which
the FPC may have stocks of at any particular time. This may assist the FPC in evening out the sale of
the Sandalwood stocks.

I trust you will reconsider our request and look forward to meeting soon to discuss the details of the
allocation.

Yours sincerely

David Keeffe
Director
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Thursday, June 11, 2009

Rebecca Grgurinovic
Appointments Secretary for
The Hon. Brendon Grylls MLA
Minister for Regional Development and Lands
Level 9 East Dumas House
2 Havelock Street
West Perth WA 6005

Dear Rebecca

We seek a meeting with Minister Grylls to discuss the development of a new Sandalwood oil
processing business we are establishing in Western Australia.

Austoils is developing a state of the art distillery to process the Sandalwood into oil and aims to
be one of the largest Sandalwood oil processors in Australasia. Austoils will inject some
$5million into this project along with generating initial Sandalwood oil revenues of $15million
which could expand to circa $50million per annum dependent upon the availability of the
Sandalwood.

This operation will provide employment and business opportunities to regional areas in Western
Australia particularly for indigenous communities.

Austoils is focusing on utilising natural growth Sandalwood from regional Western Australia,
spanning the goldfields, pastoral and farming lands from Kalgoorlie up to the Murchison. These
are sustainable forests managed by the WA Government through the Forest Products
Corporation.

Austoils is committed to
• Value adding to Sandalwood in Western Australia before export overseas
• Developing a local sustainable market for Western Australian Sandalwood
• Providing a new reliable income stream for West Australian farmers, pastoralists and

indigenous communities
• Establishing new employment and businesses in Regional Western Australia
• Developing a sustainable world class Sandalwood oil processing facility which will help

lift the status of the industry in Western Australia

AUSTOILS Pty Ltd
ACN 135 905 510

39 Wellard Street Bibra Lake Western Australia - PO Box 478 Kwinana Western Australia 6966
Phone +61 8 9434 5633 Facsimile +61 8 9434 5281



The meeting with Minster Grylls will have the primary focuses of
• An explanation of the aims of Austoils and the opportunities that exist for the

Sandalwood industry in Western Australia
• The current market structure of the WA Governments involvement in procuring and

selling WA Sandalwood
• Whether the current market monopoly of the sale of WA Sandalwood by the WA

Governments Forrest Products Corporation to producers Mount Romance can be
expanded

• Other opportunities that exist to procure Sandalwood in WA including using Sandalwood
currently being destroyed in "Low Impact Mining Operations"

• What assistance can be provided by the WA Government in establishing this new
Sandalwood oil business

• What opportunities there may be for Regional Western Australia in developing the
Sandalwood industry

We look forward to your favorable response for a meeting with the Minister.

Yours sincerely

David Keeffe
Director Austoils Pty Ltd.

AUSTOILS Pty Ltd
ACN 135 905 510

39 Wellard Street Bibra Lake Western Australia - PO Box 478 Kwinana Western Australia 6966
Phone +61 8 9434 5633 Facsimile +61 8 9434 5280



11 March 2010

David Hartley
General Manager
Forrest Products Commission

Re - SUPPLY OF WA SANDALWOOD

Dear David

Further to conversations our Managing director Steve Darley has had with Simon ? , Chief of Staff of the
DEC and your secretary we have been requested to supply the following information for your attention.

Austoils is a company whose principal activity is the distillation of Sandalwood into oil. The source of the
Sandalwood is from Western Australian arid reserves whose supply is controlled under licences issued
by the FPC. The principal licence is the State of Western Australia and the sale of this Sandalwood is also
managed by the FPC.

Austoils requirement is circa 500 tonnes per annum. This is partially being sourced from individual

licence holders.

Austoils have several times requested to be supplied Sandalwood from the FPC but have been told each

time by Mr Grant Prank, Manager of FPC's Arid Forest Section, that there was none available for sale.

Currently the DEC/FPC has authority to harvest 3,000 tonnes of Sandalwood annually. This has been split
by these authorities in to 2,000 tonnes of green wood and 1,000 tonnes of dead wood. We have been
told at a recent meeting of DEC and FPC managers that this split is arbitrary and not based on any
sustainability data or criteria. Currently most the 2,000 tonnes are being harvested but little of the 1,000
tonnes are harvested. Hence there is a circa 1,000 tonnes underutilization of Sandalwood harvesting
which has been approved by the State.

On the 2,000 tonnes harvested, being green timber, approximately 500 tonnes are supplied to Mount
Romance, another Sandalwood distillation company, under a long term supply agreement at a heavily
subsidized price. A further 50 tonnes is supplied to a Mr John Day for distillation leaving a balance of

1,450 tonnes.

Of the total approximately 20% of the tree, being branches, is unsuitable for oil distillation. This
accounts for 400 tonnes.

There is therefore circa 1,000 tonnes available to ale to general markets. Part of this is purchased and
sold privately by third party sandalwood vendors and it is understood this amount would not exceed 200

tonnes.

Therefore this leaves circa 800 tonnes of Sandalwood which the DEC/FPC is selling privately. This sis
exported and sold overseas.



Austoils is therefore surprised at Mr Pronk's advice that there is none available for sale.

Austoils has had numerous meetings with Government Departments to source this Sandalwood
including meetings and correspondence with Chief of Staff Offices with the DEC, Mines and Energy,
Premiers Office and Treasury. All have been very supportive of our operations and requests for
Sandalwood and have recommended we follow the respective protocols with the departments, being

DEC/FPC to obtain the wood.

Despite us following the correct channels we have twice got to the stage where it is referred back to Mr

Pronk with the same result.

We have also been approached by a number on miners who hold tenement leases asking whether we
can buy the Sandalwood they are clearing ion their mining leases. This is a substantial amount of wood
which when cleared is being left to rot on the ground and is not utilized by the FPC harvest.

We sought advice from the Department of Mines and Energy who advised that under the terms of the
licences the licensees had the rights and authority to dispose of this wood cleared from the mine sites.

The Sandalwood was still subject to the necessary FPC licences.

This right can be assigned under these licences upon written authority.

Austoils has obtained authorities from a large number of licence holders and has submitted licence

applications to the DEC/FPC for some 1,000 tonnes.

At a recent meeting of the DEC, FPC, Mines and Energy, Austoils and our solicitors, the policy advisors
from DEC and FPC advised they had referred the matter to the Crown law department to determine
which legislation had precedent, the Sandalwood Act or the Mining Act. This was in direct contravention

to the advice the Department of Mines and Energy had supplied.

Apart from this determination, the DEC/FPC has the ability to issue a further 1,000 tonnes of green
wood licences as the allocation of the 1,000 tonnes of dead wood is not being utilized and is unlikely to

be utilized.

Understandably Austoils has become frustrated in its attempts to obtain a similar supply agreement as
per Mt Romance's 500 tonnes per annum, at heavily discounted rates and is now taking advice on
separate courses of action if the current licence applications are not granted on the mining leases.

This action will centre on the Trade Practices Act restriction of trade provisions, unfair competitive
advantage as provided to Mount Romance and conflict of trade by the FPC in selling the wood to

overseas parties and not to the Western Australian market.

We are also being encouraged by the Labor party backbenchers to run this as a public issue however we
are hesitant to take this approach as we are keen to work with the support of the Government
Departments who have encouraged us through this process. interestingly this includes the Chief of Staff

for the DEC.



We are also aware that there are also other anti competitive processes taking place in the supply of the
Sandalwood however these are best left to discuss with you.
We trust this outlines the broad basis of our requests and concerns and look forward to our meeting at

2pm on Friday 19
th
 March.

Yours sincerely

Steve Darley
Managing Director
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Tuesday 6 ' Ozatber 2010

Hon D E M Faragher
MEd (Hons) BA(Hons) Grad Dip Ed JP MLC

Minister for Environment
10

th
 Floor, Dumas House

2 Havelock Street
West Perth W.A. 6005

Re AUSTOILS SANDALWOOD LICENCE APPLICATION

Dear Minister

Austoils is a company whose principal activity is the distillation of Sandalwood into oil, It has invested

over 52million into a state of the art distillation plant in Bibra Lake providing employment in both
metropolitan and regional Western Australia and value adding to a valuable State asset.

Please refer to our attached letter of the 11
th
 March 2010 to Mr David Hartley, Acting General Manager

of the Forrest Products Commission which outlines the history of our licence application.

Austoils is seeking a five year licence for the supply of Sandalwood. There are two known precedents for
such licences, the first to Mount Romance of Albany and the second to the Forest Products Commission

itself.

The required licence is to harvest

( 1 ) Salvageable Sandalwood available on land cleared on mining and exploration tenements,

and

(ii) Sandalwood growing on mining and exploration tenements.

The amount required for Austoils operations are 500 tonnes per annum and we would seek this to be
granted for a period of five years in order to establish supply contracts with overseas end users.

Austoils currently has a licence application lodged for 1,000 tonnes for the 2010/11 licence year which is
on mining and exploration tenements. This application has been reviewed by the Forrest Products
Commission, the State Crown solicitors office and now the Department of Environment & Conservation

To date Austoils has not been advised of the outcome of the advice from the State Crown Solicitors
office so in the absence of contrary information we can assume Austoils has the right to apply for the

licences as submitted.

Austoils would seek to discuss this application further in light of an alternative 500 tonnes per annum

li cence over five years.



In Austoils first year of trading we have invested over $2million in the distillery and over $1,5million in
employment in regional Western Australia.

The Federal Department of Trade have also invited Austoils to apply for an Austrade Export award due
to its success with International sales and value adding to a valuable State asset.
Austoils has made extensive attempts to seek a Sandalwood supply from the State and after
representations from the mining industry contacted the office of the Minister of Mines, Mr Norman
Moore (letter supplied) to pursue the problem of the wasted sandalwood being destroyed on land
cleared on mining tenements.

The Ministers office then asked its environmental office to review the situation and advise. The result
was positive and supported the concept ( letter attached ) .

The mining industry has likewise supported the concept .

Austoils has since contacted many of the States large gold mining companies and has received their
permission to harvest Sandalwood on their mining and exploration tenements.

Austoils Director, Mr Steve Darley has submitted the licence application to the DEC office.

Mr Rick Dawson, a DEC officer, has advised Austoils are pioneers in Sandalwood in the salvaging of the
Sandalwood from the mining & exploration tenements and should be allowed to continue with this work
with licences being granted.

The FPC then interrupted this process and asked the State Crown Solicitors office to advise on the
li cence application on the mining tenements.

We met with Mr David Hartley of the FPC in March 2010 who has now subsequently advised that the
issue of the licence in accordance with the State Crown Solicitors findings is to be handled by the
Minister for the Environment.

The issuing of a licence to salvage Sandalwood that would otherwise be left to rot will provide a
significant positive public relations opportunity for the Minister of the Environment along with income
sources for both the State and mining companies, a desired outcome in light of the negatives currently
impacting on the mining industry.

We now seek an urgent meeting with the Minister to finalize the issue of the Sandalwood licence.

Yours sincerely

Steven Darley
Managing Director



Hon Donna Faragher JP MLC

Minister for the Environment

Re Sandalwood Supply

Dear Minister

Thank you for your letter of 8 th July 2010 (Ref 40-10096)

Your response indicates you are have not been fully briefed on this matter and the efforts Austoils
have made to deal with the Department and the Forrest Products Commission. We have been
dealing with this matter continuously for over a year and our response clearly sets us back to the

start of the process.

To clarify the matter I wish to advise you of the following issues.

Austoils is seeking a licence to recover sandalwood being cleared from mining leases. This
wood should be classified as "dead" wood as it is currently left to rot once cleared.
Therefore there is ample provisions under the current quotas for dead wood to allow our
application of 1,000 tonnes to be granted.
Austoils being a distiller has also requested negotiations to obtain a similar licence that has
been granted to distiller Mount Romance, We believe that all distillers have a similar right to
such a licence and upon the same terms. Any refusal by the Government to provide this will
be seen as favouritism and a clear breach of fair trading.

To date Austoils has endured a frustrating beauracratical process in dealing with this supply of
Sandalwood. It has invested over $2,000,000 in the distillery and is now in a position that if the
licences are not granted it will incur significant losses.

As a result of this we believe the Department is in breach of Fair Trading and the Trade Practices Act.
We understand the Government currently continues to supply Mount Romance sandalwood even
though the current years licences have not been granted to other parties.

Further to the above, from the recent press announcements from the Minister of Forrestries, Mr
Trevor Redman, and from your Department, it is a clear Government intention to eliminate all
business activites oprated by the forrest Products commission and return it to being a timber

supplier.

Currently the FPC has a licence to harvest 1,200 tonnes of which circa 680 tonnes is supplied to
Mount Romance under a long term agreement. The balance is "traded" by the FPC in the open

market through its agent Westcorp.



Based on the above this means the FPC's harvest licence should reduce to circa 600 tonnes for
Mount Romance and the rest should return to be able to be harvested by private users, This amount
is therefore 1,400 tonnes of the 2,000 tonnes allocated to green wood (not the 1,500 per your

letter).

Licences are normally granted in July or August of each year and whilst we understand the
Department has sought legal advice from the Crown Solicitors office as a result of our application we
believe ample time has now expired to resolve these issues.

We therefore seek an urgent meeting with yourself and others involved in this decision making

process in order to resolve our application.

We believe we have followed the proper channels in trying to resolve this matter to date and seek
your commitment to meet as soon possible in order to avoid other courses of action.

Yours sincerely

Steve Darley

Managing Director



10 `" August 2010

Mr Terry Redman

Hon Minister for Forrestry and Agriculture

[Address)

SANDALWOOD SUPPLY

Dear Minister

Austoils is a Sandalwood distilling company that was established to process Western Australian (WA)

Sandalwood.

Of the circa 2,000 tonnes of Sandalwood harvested in WA each year only circa 650 tonnes are
processed in WA into oil with the rest being exported in raw form. The main exporter is in fact the
WA Government through the Forrest Products Commission (FPC). This means that the bulk of this
valuable commodity is being exported without any value adding and employment to WA. This is a
ludicrous situation given it is an asset of the people of the State.

Austoils has been trying to negotiate with the FPC and the Department of Environment and
Conservation (DEC) for over eighteen months to obtain an allocation of this Sandalwood to produce

oil.

Attached are copies of relevant recent correspondence.

We now believe the FPC and the DEC are deliberately avoiding Austoils attempts to obtain a supply
of Sandalwood by their inaction and current attempts to allocate 300 tonnes of the wood to

indigenous owners.

Further we also believe that the FPC in now operating out of the recent directive of the WA
Government to rid itself of all commercial activities in regards of processing wood and to return to

being a supplier of the woods.

The WA Government issues itself a licence of 1200 tonnes of which circa 600 tonnes is supplied to
Mount Romance. The majority of the balance is exported unprocessed by the FPC.

Austoils believes that this balance of 600 tonnes should be made available to Austoils on the same
terms and conditions as Mount Romance. This is an entitlement under the terms of the Fair Trading

Act.

We have attempted to deal with this matter under those who are empowered under the
Sandalwood Act being the DEC and subsequently the FPC. Given that they have failed to resolve this



roperly we now are seeking alternative avenues including the media to obtain a proper and fair

allocation of the wood available under harvesting licences and by sale from the WA Government.

Further we are attempting to gain the rights to use Sandalwood that is cleared from mining leases

and currently left to rot on the ground by the FPC.

Given your recent involvement with the FPC and your Ministry of Forestry we seek your assistance in

obtaining a proper process in this matter. The FPC is continuing to handle the commercial side of the

Sandalwood and under directive of the WA Government this is to be stopped as it is in direct

competition with other WA companies such as Austoils.

We seek an urgent meeting with yourself or your chief advisor to urgently address this situation as
the DEC are currently allocating licences and despite our application for a substantial amount they

appear to be proceeding without any allocation to Austoils.

We look forward to your prompt response.

Kind regards

Stave Darley

Managing Director

David Keeffe

Executive Director



Sandalwood Licences 2010 — DEC

1. The control and issue of licences to harvest sandalwood is under the control of the
Department of Environment and Conservation.

2. The licences are issued annually to non government applicants for up to 300 tonnes of green
wood and up to 1500 tonnes of dead wood.

3. The government of WA via the FPC has a perpetual licence for 1200 tonnes and does not
have to reapply. Of this it has a contract to supply Mt Romance 480 tonnes and the rest is
exported unprocessed. WA is one of the few places where Sandalwood is allowed to be
exported unprocessed and current it is being done by the Government in direct competition
to local distilleries.

4. The non government licences must be applied for by [date] February and licences are then
usually issued in July or August. This timing is critical in order to allow harvesting to occur in
the cooler weather in the arid areas from where it grows. Harvesting is limited during
summer months due to the extreme hot weather.

5. This year Austoils made applications under the mining tenements whereby the licence
holders of the tenements have the rights to harvest wood from the land being cleared.
These are subject to the necessary licences being obtained including that for Sandalwood.

6. Austoils had a meeting with representatives from DEC and the FPC in March 2010 to discuss
the applications. At the meeting it was advised that the applications had been referred to
the Crown Solicitors office for clarification as the respective Acts covering the licences
appeared to conflict with each other. It was advised at the meeting that it was expected the
legal advice would be imminent.

7. Sometime following this meeting Austoils was advised indirectly that the advice from the
Crown Solicitors office had been received and that the DEC had referred it back again for
further clarification or information. It was subsequently advised that the DEC had referred
29 points back for clarification.

8. Austoils asked for a list of the points being clarified but was advised the DEC could not

divulge these.
9. Since this advice there have been no further updates from the DEC except that they are still

awaiting the advice back from the Crown Solicitors office.

10.This delay means that no licences have been issued to non government applications. The
government licence of 1200 tonnes is still being harvested despite the advice being sought
from the Crown Solicitors department. It may be that the Government's licence is in fact in
breach of the pending mining tenement licence applications.

11.The non issuing of the licences has the effect of stopping annual income for many
indigenous communities who rely on the annual harvests. Also many farmers in drought
affected areas have applications in to try and earn supplementary income.

12.Austoils have also had to close its factory and lay off staff. To date Austoils has invested $2m
in the factory to provide a state of the art distillery in order to value add to a state controlled
asset which the government is mainly exporting without value adding.

13.Austoils has been actively discussing these applications with the DEC and FPC and have
requested meetings with the Ministers responsible for the DEC and Agriculture but both

have declined to meet.



Sandalwood Allocation — FPC

1. Austoils has invested $2m in setting up a state of the art sandalwood distilling plant in Bibra

Lake.
2. Austoils was aware there was one main Sandalwood distiller in WA, being Mount Romance,

who had a supply contract from the FPC of circa 480 tonnes per annum. It was also aware
another supply of 50 tonnes had been made to a smaller distiller, Mr John Day.

3. The licence issued to the Government via the FPC is for 1200 tonnes leave considerable
supply available to other distillers. Per FPC's report for 2009-10 it harvested 1239 tonnes,
plus 242 tonnes of roots (giving 1,481 tonnes available for distilling) and 304 tonnes of 3'd

grade greed wood.
4. The FPC outsource the sale of non allocated wood to a third party, Westcorp, who sell the

balance of the wood, unprocessed, overseas.

5. Australia (through the WA Government / FPC) is one of the few remaining countries in the
world who sell and export unprocessed Sandalwood. This is being done direct by the WA
Government itself through the FPC.

6. Austoils has been requesting an allocation from the FPC for over 18 months and continue to
be advised there is none available. This is in complete contradiction to the tonnage per their

annual report.
7. Whilst all the wood may be sold, it does still have the wood available to make allocations for

local distilleries prior to it being sold and exported overseas.

8. The precedent of making allocations to Mount Romance and Mr John Day provide evidence
that other distilleries can have the expectation that an allocation is able to be provided from

the FPC.
9. Austoils has had a further meeting with Mr David Hartley, acting General Manager of the

FPC, and outlined Austoils request for an allocation. Mr Hartley responded with advising he
would see if any wood was available. He has since advised his staff had advised him there
was no wood available. This was in September 2010.

10. Austoils request for an allocation is as follows.
a. Austoils has invested $2m is a state of the art distillery and has significant local and

overseas orders.
b. It can currently process 500tonnes per annum
c. Austoils relied on the precedent allocations by the FPC to Mount Romance and My

John Day
d. FPC has ample wood to make allocations prior to the sale and export overseas

e. Austoils should have the right to a similar allocation as Mount Romance and upon
the same or similar terms under the Fair Trading provisions of the Trade Practices

Act
f. If the Government / FPC do not provide a similar allocation as per above then they

are in breach of the Trade Practices Act by not providing Fair Trading to all parties in

the market and also could be seen as aiding a abetting a controlled monopoly with
Mount Romance being the only major distiller and also a duopoly with the FPC and
its agent Westcorp controlling the supply, sale and export of Sandalwood

g. Additionally the FPC by controlling the supply, sale and export of Sandalwood is
another example of the FPC competing directing with private enterprise which was a



key element to be eliminated in the review and restructure of the FPC as announced

by the Minister of Agriculture, Mr Terry Redman earlier this year.

11. Austoils thereby reiterates its request for an allocation of Sandalwood of up to 500 tonnes

per year on terms the same or similar to that offered to Mount Romance.



Warner, Mark 

From: Steve Darley
Sent: Wednesday, 2 May 2012 2:03 PM
To: Warner, Mark
Cc: dbrocklehurst©abp.com.au
Subject: FW: WA Sandalwood Industry

David , have forwarded your letter to Mr Mark Warner from the Standing Committee on Environment and Public
Affairs
Ph 08 92227410

From: David Brocklehurst [mailto:DBrocklehurst@abp.com.au]
Sent: Wednesday, 1 February 2012 12:07 PM
To: sdarley
Subject: FW: WA Sandalwood Industry

FYI

David Brocklehurst
—ent: Wednesday, 1 February 2012 2:59 PM
To: 'Frances.Archer@mp.wa.gov.au '
Cc: 'Margie.Thomas-Close@mp.wa.gov .au l ; Dorothy.Henderson@mp.wa.gov .aul
Subject: WA Sandalwood Industry

Dear Frances,

Further to our conversation yesterday we would really appreciate the opportunity to give you an insight in to the
Sandalwood Industry in WA and our concerns. I would like to give you some background on ABP and myself as I
think it will help you see why we feel qualified to make comment on the industry.

Australian Botanical Products —ABP were the first and primary reason for the initial sales success of WA Sandalwood
oil from Mt Romance back in early 2000— it was ABP that took the oil to the Global Perfume and fragrance houses
and set up distribution in Europe and North America prior to Mt Romance being in a position to trade themselves
which occurred in 2002/03. ABP is a large purchaser and user of Sandalwood oil in Australia where it manufacturers
products for nearly all of the Australian retail brands — a quick look at our website will give you a much better insight
—_www.abo.com.au 

My background covers the whole Sandalwood industry — in 1999 I joined Wescorp Sandalwood as the Manager at a
ti me when the sales of wood and powders were at an all-time low and Wescorp were under threat from CALM (Dr
Syd Shea) to perform or lose their contract to process and market wood and wood products. Over the coming 5
years we re-built the Sandalwood export market, assisted Mt Romance develop their oil market and established a
few other oil producers in WA. During that period I successfully re-tendered for another 10 years Processing and
Marketing Sandalwood for Wescorp and that was awarded to the company in June 2004 and is still current. A couple
of years later I accepted the Role of General Manager at Mt Romance with the instructions of the owners to rebuild
and sell the business in 18 months; which was completed in September 2008 when Tropical Forest Services (TFS)
purchased Mt Romance for $30 million — TFS are the largest Indian Sandalwood grower in Australia. I remained with
the new owners for a year as part of the transition and integration in to their business — I then moved to ABP as
Managing Director where we continue to be the largest user and seller of Sandalwood oil in Australia, outside of the
manufacturers. So you can see that this experience covers all three key areas of the Sandalwood industry.

The concerns we have is the FPC are making it impossible for local oil producers to purchase Sandalwood to produce
added value products even if they are prepared to pay the export price. We see it as positive discrimination against
local business and feel this is possibly an issue that should be taken to the ACCC. Surely it is in the best interest of
the Government to encourage local adding value manufacturing rather than export this valuable resource just to be
burnt in incense in China/Taiwan and Asia or for the production of oil by these buyers. Even India has better controls



on it sandalwood industry and makes it nearly impossible to export the wood without adding value — why can't we?
As long as the revenue for the FPC is not impacted this can only have benefits for the local and interstate industries
that rely on the oil as an ingredient for products that are also manufactured in Australia. This creates Australian jobs.

FPC could well say that Mt Romance can supply local oil requirements, which is true, but they have the monopoly
since FPC cut off the only other contracted supplier of wood from FPC — the Paperbark Company. The issue with Mt
Romance is they either refuse to supply us, even though ABP helped build the WA Sandalwood brand, or push the
price to a point where we cannot afford to use it — they are effectively trying to force our customers to go to them
cutting ABP out of the supply chain. This monopoly is also having a detrimental impact on the WA Sandalwood
industry globally at a time when we need to have a balanced supply to the market as the WA Sandalwood Plantation
industry develops — we should not forget there are 14,000 hectares of plantations that will come on line soon and
need to have producers and distribution channels to sell their products. There is a lot at stake for jobs in the future.
Globally Givaudan, the largest fragrance house in the world has cancelled its contract with Mt Romance which is
disappointing as it means that they are no longer using the oil in their new fragrances. We can ill afford this to
spread to other major fragrance house but it will if there is only one supplier — they like and need a choice of
supplier to feel comfortable about supply and committing to any product. They do not like monopolies.

Management of the resource is the key and should be privatised and the farmers/harvesters allowed to sell to
whom they like and DEC becomes the auditor — this would at least give local companies a chance to buy wood from
numerous rather than one source giving more local, grass root working people much needed income. Whilst there
'The Private harvester licenses the volume of wood is not significant and as Mt Romance get a subsidised price for
i-'50 tonnes per annum from FPC they have the capacity to outbid any other oil producers because they can amortise
the premium price paid for wood over a vastly subsidised resource and still have cheaper oil than any other
producer. It is really a negative outcome for the WA Sandalwood industry. Somehow the farmers who's land the
wood comes from should be getting the benefit of that asset and not an inefficient Government department that is
clearly not supporting the construction of a sustainable WA Sandalwood Industry.

If we can be of any further assistance please let me know.

Kind regards

David Brocklehurst
Managing Director

cibp
Specialists in the chemistry of essential oils

Please check out the new abp website

39 Melverton Drive
Hallam, Victoria
Australia, 3803

D (03) 9709 4813

www.a b p.com .a u 

http://bp.com

