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Introduction

Timber Towns Victoria (TTV) is an incorporated local government association representing the interests of
22 \Victorian municipal councils in relation to forestry on both public and private land. The Association’'s
primary function is to provide a forum for local government to address the management of forests and
forest industries and their impact on local communities. Victoria is the only state with a local government
body that represents the interests of councils impacted by forestry and was the driving force behind the
formation of the N ational Timber Councils Taskforce Inc (N TCT).

TIV was incorporated as a local government association in 1985. Recognising the role of local
governments as community leaders, TTV was established to advocate for balanced forest policy
development incorporating socio-economic considerations.

TIV is formally recognised by the Municipal Association of Victoria (MAV) as the key representative of
local government in relation to forestry issues as they impact on municipal councils and the TIV
Coordinator is located at the MAV.

While this submission highlights a number of common issues for TTV members, the Association
acknowledges the intended Timber Industry Strategy will affect each member council differently, and that
individual members may pursue their local issues independently.

TTV welcomes the review of the Timber Industry Strategy for Victoria and appreciates the opportunity to
make a submission on the initial scope and objective items which were directed by the recommendations
of the Sustainable Timber Industry Council (STIC) report produced for the State Government.

The Role and Responsibilities of Local Government

The priorities of the Association vary over time reflecting the changing nature of forest policy. However, a
number of key longterm issues which the Association has focused on in relation to the management of
forests on both public and private land have been the provision of adequate funding for the maintenance
and provision of local timber roads, the impacts of plantation expansion on rural communities, the effect of
forestry activities on water supplies and the execution and resourcing of the Code of Pactice for Timber
Roduction by local government.

This submission will focus primarily on issues which have been longterm key areas of focus for the
Association. However, TTV welcomes the opportunity to provide comment on other important issues for the
timber industry guided by the areas of scope for the Strategy.

Recommendations

Provision of Supporting Infrastructure

- That the State Government commits to a strategic, long+erm funding stream, with commitments from
all levels of government, ensuring the maintenance of and provision of safe local timber roads and
bridges.

- That a coordinated Statewide committee, comprised of representatives from industry, local and
State Governments be established to consider the ongoing infrastructure needs and priorities
related to the haulage of timber across the State and identify a range of current and alternative
funding options. Regional studies such as TIRES should be used as a primary source of information.

- That consideration of funding of timber road infrastructure should incorporate assessment of benefits
to regional development, regional employment, trade and industry development.
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Aantations

That the State Government should seek to work collectively with local government to address any
regional issues relating to the expansion of the plantation sector, in particular perceptions that local
government concerns toward expansion are often illinformed.

That a framework for assessing economic, social and environmental impacts of plantation
expansion in regions across the State is developed, which could then inform the development of
zones for plantation development as recommended by the STIC.

That more specific plantation targets are considered, including product type with greater emphasis
on species selection, resultant products and product volume to facilitate consideration of supporting
processing industries and future product markets.

That the Strategy clearly states how investment in long rotation saw log plantations will be
encouraged and a plan to encourage such investment.

That the State Government investigate and consider the opportunities and feasibility to establish a
Statewide authority to process planning matters relating to forestry on private land given the
resourcing problems councils experience in administering the Code and the level of dissatisfaction
by the timber industry in the current planning and approval processes. TTV would seek that
investigation of such an authority would involve local government.

Sustainable Yield from Public State Forests

That greater knowledge of long{erm availability of wood resources for native hardwood
processors through the provision of clearer projections of future native hardwood supplies would
lead to greater investment in the industry.

That there is increased length of tenure in native forests to encourage longerterm investment.

VicForests Price Allocation Model

That a review of the VicForests Rice Allocation Model is undertaken, as recommended by the
STIC, to assess the opportunity for the introduction of criteria on tenders for native hardwood
sawlogs to be accompanied by firm investment proposals and wood allocation based on socio-
economic benefits to communities.

That an opportunity for small operators to remain sustainable through the rationalisation of the
industry could be achieved through greater certainty of supply and investment in improved and
innovative processing technology to secure a range of native logs for processing and create value
added products.

Emerging Markets — Emissions Trading

That the Strategy investigates and reports on:

the effect the potential amplified growth of plantations, if included as an offset provider in a
national emissions trading scheme (ETS), could have on rural Victoria,

the impact such growth could have on rural communities, other rural land use activities and water
resourcing,

opportunities for rural communities to benefit from income generated by plantations which provide
carbon offsetting (local return),

ways rural communities can be supported in adapting to landscape change if plantation growth
is expected to increase dramatically with the introduction of a national ETS, and

how plantations under a national ETS will be implemented and regulated at the local level.
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Building Codes

That as per the recommendations of the STIC, Government procurement policies and procedures,
sustainable building codes and other relevant eco4abeling initiatives should encourage greater use
of timber products from sustainability managed forests and plantations in Victoria.

Training and Skills

That continued investment in a broad range of skills is needed to support an expanding forestry
industry. The Strategy should provide an outline of key priority investment areas which require skill
development and opportunities to implement training through both Government and/ or industry
driven initiatives.

That a potential change in job markets from the native hardwood to the plantation industry needs
to be supported for existing native hardwood workers. A key priority for skill development and
investment should be a supportive model of transfer for native hardwood workers and processors
into the plantation sector.

Research and Development
A number of research and potential investment areas require further investigation as part of the
development of, or as actions of the Strategy, including:

(0]

The potential role and investment needs for processing sawlog plantation timber in Victoria. Many
current native hardwood sawlog processing operators can not process plantation logs and
replacement of native sawlogs with plantation logs is expected to increase into the future.

Investigation of the plantation sector in Western Australia and learning’s for the growth of the
Victorian industry, including skill development, ports and transport infrastructure, species variation
and international interest in new product development.

A feasibility study into the possibility of a suitable site to establish a port for woodchip export, along
with coal and coal by-products in eastern Victoria.

Further research into carbon storage in wood products post harvest. Recognition of the carbon
stored in wood products postharvest could potentially influence harvesting controls placed on
plantations part of a national ETS, providing improved socio-economic outcomes for rural
communities.

Study how more drategic plantation development could lead to multiple outcomes, including
increased environmental gains with limited impacts upon water resources and the community in
Victoria.
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Provision of Supporting Infrastructure

The constant heavy traffic associated with both private and native forestry is causing accelerated
deterioration of many regional roads. Local road networks are a vital link in the timber supply chain, as
without safe and efficient local road networks, forestry operators would not be able to costeffectively
transport goods from harvesting sites. Local government, as the responsible authority for the provison of
safe local road and bridge infrastructure, cannot alone meet the full cost of developing, upgrading and
maintaining local imber roads.

The provision of local timber road infrastructure is a complex issue, which is further compounded by
Commonwealth and State policies such as Vison 2020 (the trebling of the Australian plantation base by
the year 2020) and the Victorian Government Hantation Incentives Strategy (2005). The sustained
expansion of plantations are creating an enormous demand on local road infrastructure, an issue that is
becoming more evident to local government as many plantation companies embark on harvesting
operations, where previoudy much of the plantation effort has been in establishment.

TTV supports the view of the STIC that the provision of supporting infrastructure, particularly road funding is
concerming. W hile the timber industry contributes some funding towards the maintenance of the local road
network, this makes up only part of the funds required to sustain the network. Local government has
experienced a significant increase in the costs needed to provide and maintain this infrastructure as a result
of an expanding private forestry sector.

Recognising the transport infrastructure needs of the forestry industry, TTV commissioned the Timber Industry
Foads Bvaluation Study (TIRES) in 2001. TIRES was a joint project between councils, industry, the
community and State government agencies. TIRES demonstrated that targeted improvements to the local
road system would address the major constraints to the growth and efficiency of Victoria’s timber industry,
namely efficient access and transport costs. The study found improvements to a limited strategic set of local
roads, coupled with a cooperative approach to transport planning by industry and local government
would ensure access, minimise transport costs and the impacts of current and future harvesting. The
outcomes of the TIRES study showed a Net Present Value of $438 million would result from an integrated
package of investment of $96 million in the proposed local timber road upgrades. The benefits would not
just be felt by the timber industry. Other road users, such as tourism and dairy industries and regional
development would also benefit from improved local road infrastructure. An outcome of the TIRES project
was the establishment of TIRES committees, which provide information to update the listing priority of timber
roads, which assists VicRoads in allocating local timber road funding through the Rural Local Timber Roads
(RTR Program.

In 2005, TTV undertook the local Roads Funding Strategy Study. The study determined which TIRES
projects had been completed, which others where stll relevant and which (f any) new projects had
acquired high priority status for each of the four TIRES regions. From the timber road infrastructure projects
identified under TIRES, TTV prepared high priority strategic project lists for each of the four TIRES regions.
The Study identified a total of 133 timber roads projects as strategic high projects that require an
immediate collective investment of over $40 million to provide maximum benefits to timber and nondtimber
industries.

The Rivate Forestry Development Committees (PFDC) work closely with local and regional stakeholders,
industry and government to assist forest industry development at a regional level. In order to assst in the
development of the plantation industry, PFDC’s are working to ensure there is adequate infrastructure to
support the industry. Recently the Victorian PFDC’s compiled a report for TTV outlining rural local timber
road funding needs and allocations for the four plantation regions in Victoria (part of the Better Roads
\ictoria program).
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The information provided by the PFDC’s outlined a reduction in the provision of local timber road funding
last year of approximately $5M, down from $7.2M in 2005/ 6 to $2.2M in 2006/ 7. At a time when
funding for road upgrades is increasing to meet the haulage requirements of the maturing blue gum
plantation forestry estate, especially in South W est Victoria, greater funding security for timber impacted
roads is vital to the provision of a safe local road network.

Changes to W ood Hows — Regional Outlooks

The Local Roads Funding Strategy (2005) also looked at changes in the timber industry since the release of
TIRES in 2001. The changes foreseen for the South W est Region are the most substantial of any region in
Victoria with the industry expanding into previously nontimber producing areas. The Green Triangle FFDC
envisages a possible doubling of current timber traffic into the next decade, especially with the decline of
the rail freight network.

Of concern to TTV is that at the recent launch of the Feight Action Han for the Green Triangle Region by
the Minister for Rbads and Forts, no one from the timber industry was involved. The Green Triangle Timber
Roads Committee plans to continue to develop regional road priorities for funding and TTV trusts this
existing processisincluded into the Feight Action Han for the Green Triangle.

In the North East Region in 2003 it was esimated that Hancock Victoria plantations would generate
significant increases in softwood timber movements. At that time it was forecast that an additional 40%
volume of softwood products would be transported north to Tumbarumba in NSW . The study consultation
was advised that this has occurred, however the rate of increase is dower than originally anticipated.
State Forests in the region were also greatly impacted by bush fires in 2003. Significant increases in
hardwood flows will result from the salvage logging of hardwood native forest destroyed in the bushfires.
TTV was advised that specific priority was allocated to funding major access routes to fire killed Alpine
Ash.

In the Central W est region, changes include major reductions in the harvesting of native timber from the
region, including reduction in total timber harvest from the W ombat Forest area in the Midlands (greatly
reduced sawlogs and no woodchips) and reduction in total timber harvest from State Forest in the Otways
decreasing to zero by 2008. Harvest of softwood and hardwood plantations (and possibly some private
forests) in the Otways will continue.

In the Gippdland region, changes envisaged include a reduction in the supply of timber from native forests,
an increase in the supply of imber from plantations and some rationalisation of timber mills in the region.
Harvest of the hardwood plantation estate across the region more generally began in earnest in 2007
and will increase rapidly over the next five years.

Plantation Development

Local government is mostly supportive of the expansion of the plantation sector and is acutely aware of the
economic, social and environmental benefits timber plantations can provide to Australia’s rural and
regional areas. Timber plantations are also recognised as viable longterm alternatives to a number of
traditional agricultural activities.

Defined Zones

It must be recognised plantation development across the State needs to be carefully managed to maximise
environmental, social and economic benefits, while minimizing any negative effects on isolated local
communities.

The expansion of plantations in isolated communities have been seen to have negative impacts, as families
no longer stay on the farm to manage the land and in some instances even a small decline in an isolated
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community could result in the loss of a town. An East Gippsland Shire local planning policy stated
plantation expansion in a specified region was not desirable due to the isolated nature of the community.

However, the above example needs to be compared with the increased benefit plantation development
has brought to the communities which live within Southern Grampians and Glenelg councils who have
seen great benefits to the economy, population growth and services as a result of plantation expansion.

The STIC has recommended clear and equitable defined zones for plantation development — green (as of
right, subject only to the Code), amber (approval required, but generally encouraged) and red (no
industrial scale plantations) as an outcome of the Strategy. TTV proposes the development of a framework
for assessing economic, social and environmental impacts of plantation expansion in regions across the
State, which could then inform the development of zones for plantation development as recommended by
the STIC. There is also opportunity to build on this work by including relevant local government planning
policies into a zone overlay.

TTV would seek that local government was consulted in the development on any review of zones for
plantation development.

Production Targets

Identified and measurable target such as hectares covered by plantations as an outcome of the Strategy
would be beneficial for future land use planning and management. More specific targets should also be
considered, including product type with greater emphasis on species selection, resultant products and
product volume to facilitate consideration of supporting processing industries and the future product
markets.

More specific production and product targets would also provide improved justification to stakeholders
and the wider community for the expanding plantation sector.

Long Rotation Pantations

The Strategy should acknowledge the role of public land sited forest industries in providing high quality
hardwood timbers. Hantations may not be able to provide the same quality timbers required by the market,
particularly A and B grade hardwood, as recently conveyed in a study by the MBC Consulting Group in a
report for DSE on plantation substitution for hardwood from State forest in Melbourne’s water catchments.

Currently, the majority of plantations are managed on short rotations, primarily for pulpwood, to maximise
returns for investors in the shortest timeframe and the STIC acknowledges there is declining investment in
new long rotation developments and this will lead to a limited ability of plantations to provide sawlog
quality timber over the next 20 years. TTV seeks that the Strategy clearly state how investment in long
rotation saw log plantations will be encouraged and a plan to encourage such investment is needed.
Additionally, it would be beneficial for the Strategy to outline targets for what percentage of the State’s
plantation base will be managed for saw logs and pulpwood and the potential markets for these products.

Code of Timber Production

Often councils have insufficient resources available to fulfill their responsibilities under the Code of Practice
for Timber Production. For example, one Gippsland council employs one staff member at an approximate
cost of $50,000 to ensure the Code is administered. Other councils have developed staff sharing
arrangements to ensure the Code is administered across multiple municipalities.

TTV notes the STIC has outlined that differences in local government planning and approval processes are
an impediment to increased uptake of private forestry practices by landholders in Victoria and these issues
are citied as a top priority for the private timber industry. TTV is aware that the Department of Rimary
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Industries commenced a review of planning scheme requirements for plantation development in Victoria in
August 2007 after the Victorian Competition and Eficiency Commission (VCEC) found in its line 2005
report, Regqulation and Regional Victoria — Challenges and Opportunities, that “regulation of plantation
forestry leads to unnecessary delays and inconsistent decisions, which add to costs and uncertainty for
new investment,” concluding the current regulatory framework for plantations is overly complex.

The Municipal Association of Victoria was involved in the review of planning scheme requirements for
plantations and also a range of councils through the projects associated local government survey. TTV
trusts that the recommendations made by local government to the review are noted and that this review
informs the outcomes of the draft Strategy in relation to improvements to planning and approval processes.

The STIC recommendation for a single State-wide authority to process planning matters relating to forestry
on private land should warrant further investigation, given the resourcing problems councils experience in
administering the Code and the level of dissatisfaction by the timber industry in the current planning and
approval processes by local government. TTV would seek that investigation of such an authority would
involve local government.

Sustainable Yield from Public State Forests

Sustainability of yield and the impact of supply from state forests is principally an issue for councils in
Eastern Victoria. Like the STIC and timber industry, TTV has concerns about the lack of certainty around
future supply of native hardwood and the resultant impacts on mill operators, viability of rural communities,
investment in forestry and timber processing and product development.

TIV supports greater understanding of longterm availability of wood resources for native hardwood
processors through the provision of clearer projections of future native hardwood supply. Uncertainty over
future sustainable yields from native forests in Victoria, as outlined by the STIC, is impacting investment in
the industry. Future projections for log supply from State forests also need to factor in guaranteed delivery
of quotas after bushfires.

Small operators need more incentives to invest longterm to compete in the market place and TTV sees
opportunities for these operators to continue through greater certainty of supply and investment in improved
and innovative processing technology to secure a range of native logs for processing and create value
added products.

Increased length of tenure in native forests as described by the STIC could result in longerterm investment
in native hardwood and meet the needs of an industry that has invested heavily in equipment and staff
training. If extended length of tenure is not considered, there will be reluctance from the industry to invest.

Crown land and crown assets belong to all Victorians and therefore the resources this land provides should
be managed in a way that can be shared.

VicForests Price Allocation Model

Councils in Eastern Victoria have voiced concerns to TTV in relation to the VicForests Price Allocation
Model and associated social impacts of the system. The management of wood supplies by VicForests
appears to be on the sole basis of economic returns and that the social implications of where contracts are
awarded across the region are not being considered.

TTV would welcome a review of the VicForests Rrice Allocation Model to assess, as recommended by the
STIC, the opportunity to introduce criteria on tenders for native hardwood sawlogs to be accompanied by
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firm investment proposals and wood allocation based on socio-economic benefits to communities.
However, it should be noted that competition till needs to be encouraged by the model.

Councils have also voiced concems in relation to interstate companies winning tenders for Victorian
hardwood. Councils believe this could be a result of investment in interstate companies being subsidized
and TTV raises this issue for consideration, but recognises you can not restrict trade between States.

Emerging Markets — Emissions Trading Scheme

The rural landscape could change dramatically if forestry is encouraged as source of carbon credits
through a national ETS and local government is becoming anxious about the potential impact the amplified
growth of the private forestry industry could have on its operations and communities.

If forestry is included in the scheme, councils are interested in how potential revenue created by forestry as
a carbon credit source in the carbon market will be distributed and how that increased wealth could be
distributed to benefit rural communities impacted by increased plantation expansion.

Many rural municipalities are apprehensive about harvesting controls that may be placed on carbon
sequestering plantations part on of a national scheme. Of particular concern is the social and economic
impact of nonharvestable plantations on rural communities as the employment opportunities associated
with these types of plantations are minimal. This matter is raised as a concern for TTV, but the Association
acknowledges that this issue will be determined by the guidelines of the national ETS and influenced by
the recognition of wood products as carbon stores.

Although the national ETS will be developed at a national level, TTV envisages it will be the responsibility
of such State Government departments as the Department of Rimary Industries as to how the national ETS
will be delivered at the landscape level. Further clarification through the Strategy as to how plantations
established under the carbon trading scheme might be regulated is needed, for example will plantations
be regulated under the existing Victorian Code of Timber Production or by a national carbon trading
accreditation program. Variations in how large scale plantations are regulated for either harvest and/ or
carbon credits could lead to problems at the landscape planning level and TTV seeks that local
government play a key role in how plantations under a national ETS are implemented at the local level.

TTV seeks that the Strategy investigates and reports on:

0 the effect the potential amplified growth of plantations, if included as an offset provider in a national
ETS, could have on rural Victoria,

0 the impact such growth could have on rural communities, other rural land use activities and water
resourcing,

0 opportunities for rural communities to benefit from income generated by plantations which provide
carbon offsetting (local return),

0 ways rural communities can be supported in adapting to landscape change if plantation growth is
expected to increase dramatically with the introduction of a national ETS, and

0 how plantations under a national ETS will be implemented and regulated at the local level.

Building Codes

TIV supports the view of the STIC that Government procurement policies and procedures, sustainable
building codes and other relevant ecodabeling initiatives should encourage greater use of timber products
from sustainability managed forests and plantations in Victoria. The next generation of 5 star building
regulations should incorporate timber as a sustainable building material, although it has been reported the
next round of 5 star building guidelines will not be released until 2010.
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However, the Strategy is an opportunity to raise the profile of wood as an eco4riendly material to place
greater pressure on its incorporation into the next round of building regulations for Victoria.

Research into the carbon storage potential of wood products as a consequence of the national ETS could
also provide further pressure to have timber included in the new building regulations.

Investment Priorities

Industry Investment and Skill Development

Investment in infrastructure to support the forestry industry is needed to support the growth of regional
communities, especially in regions where traditional agricultural practices are no longer viable. like many
manufacturing sectors, one of the biggest challenges limiting the future expansion of forestry is a lack of
skills and training within the industry. Recruitment and skill development in the forestry industry will be
influenced by a range of factors including rural demographic changes, the impact of an aging population,
encouragement of industry investment in skill development and the provison of education in rural and
regional Victoria.

Future changes in the wood and paper products industry that will influence employment will include
changing resources, mill expansion and new mill developments, the emerging forest product sectors of
carbon sequestration and biofuel, ongoing technology change and associated productivity improvements.

Continued investment in a broad range of skills is needed to support an expanding forestry industry. The
Strategy should provide an outline of key priority investment areas which require skill development and
opportunities to implement training through both Government and/ or industry driven initiatives.

The potential change in job markets from the native hardwood to the plantation industry needs to be
supported for existing native hardwood workers, with adjustment for such workers into the plantation
industry a real prospect into the future. A key priority for skill development and investment into the future
could be the transfer of native hardwood workers and processors into the plantation sector.

Research and Development

TIV believes there is a role for more research to be conducted in relation to the forestry industry in Victoria.
A number of research and potential investment areas identified by TTV which require further investigation
as part of the development of, or as potential actions of the Strategy, include:

0 The potential role and investment needs for processing sawlog plantation timber in Victoria. Many
current native hardwood sawlog processing operators can not process plantation logs and
replacement of native sawlogs with plantation logs is expected to increase into the future.

0 Investigation of the plantation sector in Western Australia and learning’s for the growth of the
Victorian industry, including skill development, ports and transport infrastructure, species variation
and international interest in new product development.

0 A feasibility study into the possibility of a suitable site to establish a port for woodchip export, along
with coal and coal byproducts in eastern Victoria.

0 Further research into carbon storage in wood products post harvest. Recognition of the carbon
stored in wood products postharvest could potentially influence harvesting controls placed on
plantations part of a national ETS, providing improved socio-economic outcomes for rural
communities.

0 Investigation of how more srategic plantation development (as opposed to tax driven plantations in
high rainfall areas) could lead to multiple outcomes, including increased environmental gains with
limited impacts upon water resources and improved outcomes for rural communities.
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Conclusion

TIV is supportive of clear, longterm policy directions for the timber industry supported by actions with
associated timelines as a key outcome of the Strategy.

The Association welcomes the review of the timber industry in Victoria and believes it is a positive move
forward for both the industry and community. Throughout its history, TTV has had productive working
relationship with the State Government and a wide range of industry and nondindustry based
organisations. The Association looks forward to working closely with the State Government to achieve
positive outcomes for the forestry industry and the community through the development of the new Timber
Industry Strategy for Victoria.
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