13 May 2008

The Honourable Ian Macdonald MLC
Minister for Primary Industries

Level 33

Governor Macquarie Tower

1 Farrer Place

Sydney

NSW 2000

Dear Minister,

Forest Productivity, Woodchipping & Royalty Rates

You may recall your comments in Parliament on 29 May 2007 when you referred
to chipping as thinning of a forest to improve its productivity.

Figures from 98/99 to 06/07 show differently:

1) Forest productivity has fallen substantially

2) The area being logged has risen significantly - but the output of large sawlogs
has fallen in Eden and has remained relatively constant in South Coast-
Southern and Tumut.

3) Royalty rates for pulp have fallen substantially - they are significantly
less now than what they were in 92/93. If inflation is taken into
account, the 06/07 average rate for Eden and the overall average for ‘South
Coast’ are about half of what they were in 92/93.

This situation is not a sustainable business strategy.

Conflict With Forests NSW Corporate Business Strategy

The strategy is to maximise forest productivity, reduce costs and drive pricing
policy by value and supply of the product.

For the Southern RFA region Native Forests this appears to have been
implemented by increasing the amount of pulp from South Coast-Southern and
Tumut-Southern. For Eden region the amount of pulp has also increased.
However, the area logged has increased and forest productivity has fallen. The
average price for pulp for ‘South Coast’ (average of Eden, SC-Southern & Tumut) in
06/07 was about half of what it was in 92/93 in real terms. See page 4.

In South Coast-Southern the amount of pulp has risen substantially since 04/05
to 53.5%% of output but yield has fallen. Yield should have risen because of
the much higher pulp yield/ha compared to sawlogs.

There is a need to reassess the policy of woodchipping and to redeploy the
resources used on this activity on productive pursuits.



1) Forest Productivity

Productivity per hectare has fallen substantially in Eden, South Coast-Southern &
Tumut - despite large increases in the supply of pulp from SC-Southern & Tumut.

Forest Productivity per hectare: 98/99 - 06/07, tonnes/ha
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2A) Area Logged: 98/99 - 06/07, hectares

The area logged has risen significantly in Eden, South Coast-Southern & Tumut.
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pulp in 06/07.

The increase in the area logged means that the time period of the cutting cycle is falling.
Eden is about 25 years, SC-Southern less than 20 years.



2B) Forest Output: 98/99 - 06/07, tonnes

It is often said that chipping allows for more sawlogs to be produced, because
chipping is simply thinning of the forest.

This hasn’t happened in practice. Large sawlogs have fallen in Eden since
98/99. In SC-Southern there has been a slight downward trend in large
sawlogs since 02/03. The trend level is relatively constant. In Tumut large
sawlogs have seesawed around a relatively constant trend level.

If chipping really did allow for more sawlogs to be produced there would not
need to be such large increases in the area logged.
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3) Pulp Royalty Rates

Eden Mgmt Area
| 92/93 - about $17.09/t

Eden Mgmt Area 92/93
in 06/07 dollars - about $25.50/t

Eden 06/07
$13.72/t
Tumut 06/07
$9.13/t
SC-Southern
06/07
$6.42/t

Source: FNSW FOI 6 May 2008
1994 EMA EIS

If inflation is taken into account, the 06/07 rate for Eden is about half the
92/93 rate (using GDP deflator for State & Local gov’t final consumption exp. ABS 520408.)

The average rate - Eden, SC-Southern & Tumut - for 06/07 was $11.91/tonne.
(Source: FNSW FOI 29 Oct 07)

This compares to the estimated average rate for Eden and South Coast-Southern

of about $15.60/tonne in 92/93 (based on information in the 1994 EIS).
Brought forward to 06/07 that $15.60 is about $23.28, (using GDP deflator).
The $11.91 is about half of that figure.

NSW Input into Eden Chipmill - tonnes

Eden

SC-Southern

Tumut

Sub total

342,914 72.5%

107,370 22.7% About 27% of the input
22,083 4.7% is at lower royalty rates

472,367

NSW sawmill chips - about 31,200 tonnes



The details of the figures in this letter are contained in the Appendices.

Yours faithfully,
] . | Qw00 A
-

T. Digwood

11 Gardiner Street
Downer

ACT 2602



FOI - 4 February 2008

Appendix 1

I have adjusted these figures on account of transfers

This page has been scanned causing a drop in image quality compared to the original document.
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Appendix 2: Adjustments to FOI Figures

1) Cubic metres converted to tonnes using 1.17

2) Tumut sawlog transfers into Eden averaged & removed from Eden figures

graded sawlogs assumed to be mainly large.

3) Tumut sawlog transfers into Eden averaged & added to Tumut figures

4) SC-Southern transfers into Eden not adjusted - as already included in SC-Southern
5) I did not adjust the area harvested figures for 2 reasons:

i) I had asked for them to be supplied on an adjusted basis.
ii) The pulp transfers from Tumut into Eden had been shown as a separate item

in another FOI response rather than being included in the Eden figures.

Eden Region

Sawlogs Sawlogs
Year large small + salvage Pulp Total Area Yield

tonnes tonnes tonnes tonnes ha t/ha
98/99 36,237 0 317,508 353,745 3,238 109.2
99/00 27,770 7.006 352,282 387,118 3,170 122.1
00/01 31,656 13,303 337,434 387,393 4,254 89.9
01/02 26,846 1,612 278,379 306,837 3,339 91.9
02/03 26,558 0 313,896 340,454 3,046 93.4
03/04 29,726 21,765 320,081 372,172 4,160 89.5
04/05 28,286 19,543 297,080 344,909 3,580 96.3
05/06 27,922 16,262 307,069 351,853 4,786 73.5
06/07 22,838 11,236 342,914 376,988 5,043 74.8

South Coast-Southern

Sawlogs Sawlogs
Year large small + salvage Pulp Total Area Yield

tonnes tonnes tonnes tonnes ha t/ha
98/99 43,263 49,760 59,303 152,326 n.a. n.a.
99/00 39,165 36,426 61,356 136,141 n.a. n.a.
00/01 34,0618 46,596 69,030 150,244 n.a. n.a.
01/02 34,056 41,131 42,735 117,922 3,794 31.1
02/03 54,681 52,930 55,224 162,835 3,710 43.9
03/04 52,094 50,241 60,210 162,545 4,363 37.3
04/05 43,568 52,746 64,050 160,304 3,301 47.7
05/06 51,416 52,988 91,854 196,258 5,095 38.5
06/07 49,995 43,264 107,367 200,626 7,618 26.3




Appendix 2: Adjustments to FOI Figures

Tumut
Sawlogs Sawlogs
Year large small + salvage Pulp Total Area Yield
tonnes tonnes tonnes tonnes ha t/ha
98/99 18,246 7,415 0 25,661
99/00 28,342 13,834 0 42,176 2,435 59.1
00/01 15,580 16,916 2,004 34,500
01/02 15,937 21,347 4,385 41,669
02/03 23,426 26,949 11,982 62,357 718 86.8
03/04 33,096 20,825 0 54,521 1,110 49.1
04/05 17,782 22,262 0 40,044 651 01.5
05/06 20,940 20,090 2,534 43,504 828 52.6
06/07 23,243 14,335 22,083 59,061 1,727 34.5
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