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Our ref: 2204241M.H

Hon Brian Ellis MLC
Chairman
Standing Committee on Environment and Public Affairs
Parliament House
PERTH WA 6000
Dear ,N)1:-Ellis
RE: Petition No 152 — Request for a Royal Commission into the Forest Product
Commission

Thank you for your letter of 22 March 2012, acknowledging receipt of the above
petition and inviting me to provide a written submission regarding issues related to it.
Please find attached my submission, which outlines the existing structure of the
Western Australian sandalwood industry and outlines concerns regarding its
management.

Yours sincerely

Hon Wendy Duncan MLC
Member for Mining and Pastoral

Pi) LIC
wendy.duncan@mp.wa.gov.au
www.wendyduncan.com.au
PO Box 2470. Esperance WA 6450
Dutton Arcade, Andrew Street, Esperance WA 6450
141 0 0436 782 034
ph 08 9071 1500
LI:, 08 9071 1633
frci.call 1800622 161

SUBMISSION TO THE STANDING COMMITTEE ON ENVIRONMENT AND PUBLIC AFFAIRS REGARDING
PETITION 152: REQUEST FOR A ROYAL COMMISSION INTO THE FOREST PRODUCTS COMMISSION
Background.
Since 1929, the Western Australian Sandalwood Act has been the framework for the administration of the
sandalwood industry in WA. It is currently implemented and administrated by the Department of Environment
and Conservation (DEC), which is the body responsible for issuing of licences, including those to the Forest
Products Commission (FPC).
Under the Act, the Governor by Order in Council has the ability to limit and restrict the quantity of Santalum
spicatum that may be pulled or removed from Crown land and private property. The current order limits wild
harvesting to a total of 1500 tonnes of green and 1500 tonnes of dead material per financial year.
In 2000 the Forest Products Act was passed and harvest of all forest products on Crown land became the
responsibility of the FPC. The FPC has an export licence for 1000tonnes/annum of unprocessed sandalwood
(expiry 2016).
The WA Sandalwood industry Development Plan 2008-2020 states that the managed population of wild S.
Spicatum from the WA rangeland had been fairly constant for many years, at about 2000t/year of logs, in
accordance with past management plans, and that about 1300 tonnes was green wood and 700 tonnes dead
wood, though the proportion of each varied from year to year.
More recently, the better grade of product has been diverted to the Mt Romance Australia and Paperbark
Essential Oils companies, with Mt Romance having a contract for 300t of unclean logs, 200t of butts and roots
and 50t of small green logs. This contract expires in 2016.
Wescorp Sandalwood Pty Ltd is the world specialist in Santalum spicatum sandalwood. It processes and
markets over 2,000 tonne of Western Australian sandalwood per annum. It is the agent for the FPC for
processing and marketing all of the WA Government's sandalwood.
It produces approximately 1500 tonne of powdered sandalwood of various values per annum which are
exported directly to the agarbatti industry in suitable regions of the world. The balance is sold as pre-grind
with very little being exported as "raw" sandalwood. Wescorp Sandalwood only sells the Santalum spicatum
species wood; pre-grind; powder and oil. Wescorp on-sells the product to buyers in countries like Taiwan,
Hong Kong and Singapore, basically as material for the incense trade.
New Mountain Sandalwood Pty Ltd is a manufacturer, brand owner, and marketeer of finished sandalwood
products to Australian retailers and distributors overseas. Wescorp Pacific Sandalwood Pty Ltd specialises in all
other Santalum sandalwood other than spicatum. This merchant company trades in Santa/urn lanceolatum,
yasi and austrocaledonicum.
Plantation sandalwood is not covered by the Act, except in that wood from plantations must be identified as
such so that it is not confused with wild stock. This involves licensing/registration of plantations producing
sandalwood for traceability purposes.
The petition presented to the Legislative Council of the Parliament of Western Australia, on behalf of Keith
Mader, has called for an investigation of FPC's management of the sandalwood industry.
My major concern is that mismanagement of the State's existing sandalwood will result in plundering of
stocks and an industry that is not sustainable. Sandalwood is being illegally harvested and such harvesting is
out of the control of the bodies charged with administration of the Act. Replanting and regeneration of
harvested areas will not be occurring where illegal harvesting has taken place,
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Concerns raised by other parties:
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Pastoralists have discussed the concerns they have regarding industry management and its impact on
the rangelands. These include the use of their assets — roads, watering points etc and the
environmental degradation that can occur on pastoral leases as a result of the formation by
sandalwood harvesters of additional roads established without appropriate design and drainage or
consideration of the best route.
There are concerns that the "black market" for illegally harvested sandalwood is not only costing the
State in terms of lost revenue, but is leading to environmental degradation on properties like Walling
Rock Station. While the FPC does replant after harvesting, and has pioneered regeneration
techniques, its policies may be contributing to the illegal trade which is resulting in damage to the
State's delicate rangelands.
The current penalties for illegal harvesting of sandalwood need to be reviewed, with a fine of $200
hardly appropriate for theft of a good worth $14,000/tonne. It has also been brought to my office's
attention that there is anecdotal evidence of poachers being caught red-handed, but not prosecuted.
Whether this is due to a lack of supporting evidence or an apparent reluctance on the part of
government agencies to prosecute is not known, but the failure to take action on illegal harvesting is
not an effective deterrent
There is a feeling within the industry that the tendering process for the licences and contracts (such as
that between the FPC and Mt Romance) allowing for the pulling of wood (both green and dry) and the
sale of material from dumps is inadequate. Once the bulk of the FPC's quota of green sandalwood has
been used to fulfil the terms of its contract with Mr Romance, most of the remainder is exported via
Wescorp.
Concerns raised by petitioners with regard to the FPC's management of the industry related mainly to
the perceived monopoly created by the Contract of Sale between the WA Government and Mt
Romance Australia, for processed (pre-grind) WA sandalwood, and the lack of opportunity this allows
for other processors to be involved in the industry.
Industry members have expressed concern over the lack of adequate management of sandalwood on
Crown Land, and contained within mining leases. It has been stated that the industry could gain
access to supplies of sandalwood currently left to rot on mining tenements, for example. It appears
that there is a quantity of sandalwood which is yet to be effectively managed by either the FPC or
DEC, and the feeling within the industry is that a review of its management would enable such issues
to be explored.
This petition provoked interest before it was even tabled in parliament, and there is no doubt that an
inquiry into the industry will result in additional input from those with an interest.
Companies including Australian Botanical Products, Austoils and The Paperbark Essential Oils
Company have all made contact with my office to express their concerns over management of the
industry. These companies have all invested considerable time and effort into development of
sandalwood processing and production facilities, but are limited in their ability to operate as a
consequence of limits to supply of sandalwood and the allocation of the available resource. All have
expressed their desire for a review of the industry and its management, and all have informed us that
they are keen to take part in any review of the industry.

The contact details of those who have made submissions to this office and who have expressed an interest in
the inquiry may be obtained from my office.
Hon Wendy Duncan MLC
Member for Mining and Pastoral
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