VARIATION DEED
Coastal WSA and Pole WSA

THIS DEED is made the lo{ day of ‘J/Vw\&, 2014.
1. PARTIES
1.1 THE FORESTRY CORPORATION OF NEW SOUTH WALES a

1.2

1.3

1.4

24

22

2.3

3.1

statutory State owned corporation constituted under the Forestry Act
2012 (“FCNSW")

ALLEN TAYLOR & COMPANY LIMITED (ACN 000 003 056)
(“ATL")

DUNCAN’S HOLDINGS LIMITED (ACN 000 080 704) (“‘Duncans”)

THE STATE OF NEW SOUTH WALES (“the State”)

RECITALS

FCNSW, ATL, Duncans and the State are parties to a Wood Supply
Agreement dated 26 August 2003 providing for FCNSW to supply an
annual volume of timber from State forests and other land on the
NSW North Coast until 31 December 2023 (“the Coastal WSA").

FCNSW, ATL and the State are parties to a Wood Supply
Agreement (Type B — Class 1 and 2 Poles) providing for FCNSW to
supply an annual volume of Class 1 and 2 Poles to ATL from State
forests and other land on the NSW North Coast until 31 December
2023 (“the Pole WSA").

Agreement has been reached:

(a) by FCNSW, ATL, Duncans and the State regarding
amendments to the Coastal WSA;

(b) by FCNSW, ATL and the State regarding amendments to the
Pole WSA; and

(c) between all parties regarding a payment to be made by
FCNSW of the amount of ||l (p!us GST if applicable)
(“the Agreed Amount”) to ATL and Duncans in
consideration of the future rights they surrender as a
consequence of the amendments to the Coastal WSA made
by this Deed.

AGREEMENT

From 1 July 2014 the Pole WSA is amended in accordance with
Schedule 1 to this Deed.
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3.2

3.3

3.4

3.5

3.6

From 1 July 2014 the Coastal WSA is amended in accordance with
Schedule 2 to this Deed.

On or before 30 June 2014 FCNSW must pay the Agreed Amount by
payment of 60% of the Agreed Amount to Duncans and the balance
to ATL.

The payment of the Agreed Amount is to be made by electronic
funds transfer into the following account in the names of ATL and
Duncans:

National Australia Bank: BSB 084-004 Acc 48 303 9646
Maroochydore office: PO Box 5561 Maroochydore BC 4558.

Each of ATL and Duncans shall receive the payment of the Agreed
Amount as provided in this Deed in full satisfaction of the rights they
each surrender as a result of the amendments to the Coastal WSA
set out in Schedule 2, but this Deed does not otherwise alter or
affect any rights of ATL or Duncans arising from or in connection
with default or non-compliance with the Coastal WSA by FCNSW or
the State or liability, damage, loss or expense incurred by ATL or
Duncans, whether prior or subsequent to the date of this Deed.

This Deed constitutes express consent in writing for the purpose of:

(a) Clause 33.2 of the Coastal WSA; and
(b) Clause 33.2 of the Pole WSA.
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EXECUTED AS A DEED

EXECUTED BY the FORESTRY
CORPORATION OF NEW SOUTH
WALES by its delegate

in the presgnce of:

R

Witrﬁs sngnature Dele essngnre

Witness name Delegate’s name

EXECUTED BY ALLEN TAYLOR
& CO LIMITED BY [two of its directors]
Or [a director and secretary]

Y P

Secreta@

EXECUTED BY DUNCAN HOLDINGS
LIMITED BY [two of its directors]

Or [a director and secretary] é

Secreta irector

R

e e N St

SIGNED SEALED AND DELIVERED by
THE HONOURABLE KATRINA
HODGKINSON MP Minister for Primary
Industries in and for the State of New South
Wales for and on behalf of the Crown

(but not so as to incur any personal liability)

S St N S S S St

inthe presenceof: = ) TLLALLETsE
Minister for Primary
/") > ._m 77  Industries
Witness
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SCHEDULE 1
Amendments to the Pole WSA

In Schedule 2 Part 1 of the Pole WSA delete the text defining Allocation 1
and insert instead:

Allocation 1

For the Year commencing 1 July 2004 and each Year thereafter until 30

June 2014: 1493m®
For the Year commencing 1 July 2014 and each Year thereafter until 30

June 2023: 5503m®
For the Year commencing 1 July 2023:- 2752m® (half of Allocation 1 for the
previous Year)
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SCHEDULE 2
Amendments to the Coastal WSA

Clause 1.5.5

Tl

In Clause 1.5.5(a) delete “2023" and insert instead “2028".

Clause 2.1 Definitions

24

2.2

2.3

24

25

Insert the following definitions in alphabetical order:

‘Base Allocation Percentage’ for a Year means the
percentage of the Base Allocation taken by the Companies
during the Year where the quantity taken is deemed to include
any quantity requested by the Companies but not made
available by State Forests during the Year by default of State
Forests;

‘Blackbutt Base Quantity’ for a Year means a quantity of
Timber of the species Blackbutt calculated by multiplying
58,000 cubic metres by the Base Allocation Percentage for the
Year;

‘B4 Base Quantity’ for a Year means a quantity of Timber of
the group of species Spotted Gum, Brush Box, Tallowwood
and Blue Gum calculated by multiplying 24,000 cubic metres
by the Base Allocation Percentage for the Year;

‘Monthly Quantity’ for a month means the quantity of Timber
to be made available to Companies in the month;

In the definition of Annual Delivery Plan:

(a) Delete “monthly volumes of Timber” and insert instead
“Monthly Quantity”; and

(b) Insert immediately after “Delivery Sites” the words “each
month during the Year”

Delete the definition of Area of Supply and insert instead:

‘Area of Supply’ means the Crown-timber lands within
Supply Zones 1-6 inclusive;

In the definition of Monthly Delivery Schedule:

(a) In the first sentence delete “volume of Timber” and insert
instead “Monthly Quantity”;

(b) In the second sentence delete “volume” and insert
instead “Monthly Quantity”.

In the definition of Quota Quality Logs insert “Small Logs
and” between “means” and “the”.
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Clause 4
In clause 4 delete “2023" and insert instead “2028”.

Clause 6
Delete clause 6 and insert instead:

“6.1

6.2

6.3

6.4

6.5

6.6

Each Year State Forests must make the Base Allocation (or
such greater or lesser quantity as may be requested by the

Companies in accordance with this Agreement) available to
the Companies.

Each Year State Forests may make available as part of the

Timber supplied under this Agreement:

6.2.1 a quantity of Small Logs of the species Blackbutt that
does not exceed 85% of the quantity of Blackbutt
Small Logs harvested by State Forests in the Area of
Supply during the Year;

6.2.2 a quantity of Small Logs of the species Spotted Gum
that does not exceed 49% of the quantity of Spotted
Gum Small Logs harvested by State Forests in the
Area of Supply during the Year; and

6.2.3 a quantity of Small Logs of any other species of
Timber up to but not exceeding 25% of the total
volume of those other species supplied to the
Companies during the Year.

Each Year State Forests must make no less than the
Blackbutt Base Quantity for the Year available to the
Companies as part of the Timber supplied under this
Agreement.

Without limiting Clause 6.3, each Year State Forests must
use its best endeavours to make available to the Companies
a minimum percentage of all Timber of the species Blackbutt
harvested by State Forests in the Area of Supply during the
Year determined in accordance with the formula:

(BAP x 58,000) / ((BAP x 58,000) + 10,200),

where BAP means the Base Allocation Percentage and
Timber for the purpose of this Clause 6.4 shall not include
Blackbutt that is harvested as poles, piles, girder or veneer
logs.

Each Year State Forests must make no less than the B4
Base Quantity for the Year available to the Companies as
part of the Timber supplied under this Agreement.

Without limiting Clause 6.5, each Year State Forests must
use its best endeavours to make available to the Companies
a minimum percentage of all Timber of the species Spotted
Gum, Tallowwood, Brushbox and Blue Gum harvested by
State Forests in the Area of Supply during the Year

determined in accordance with the formula:
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6.7

6.8

6.9

6.10

(BAP x 24,000) / (BAP x 24,000) + 25,100),

where BAP means the Base Allocation Percentage and
Timber for the purpose of this Clause 6.6 shall not include
Spotted Gum, Tallowwood, Brushbox and Blue Gum that is
harvested as poles, piles, girder or veneer logs.

Each Year State Forests must make available to the
Companies as part of the Timber supplied under this
Agreement the following minimum quantities of the species
Spotted Gum, Tallowwood, Brushbox, and Blue Gum:

6.7.1 Inthe case of Spotted Gum: the quantity of Timber
calculated by multiplying 8,000 cubic metres by the
relevant Base Allocation Percentage and including in
that quantity a quantity of Timber other than Small
Diameter Timber calculated by multiplying 5,000 cubic
metres by the relevant Base Allocation Percentage;

6.7.2 Inthe case of Tallowwood: the quantity of Timber
calculated by multiplying 4,000 cubic metres by the
relevant Base Allocation Percentage;

6.7.3 In the case of Brushbox: the quantity of Timber
calculated by multiplying 2,000 cubic metres by the
relevant Base Allocation Percentage; and

6.7.4 Inthe case of Blue Gum: the quantity of Timber
calculated by multiplying 4,000 cubic metres by the
relevant Base Allocation Percentage.

Each Year the quantity of Timber comprising New England
Hardwood species made available by State Forests must not
exceed 6,000 cubic metres.

In each Year State Forests must make Timber available to

the Company:

6.9.1 firstly by making no less than 90% of the Base
Allocation (or such greater or lesser quantity as may
be requested by the Companies in accordance with
this Agreement) available from the Crown-timber
lands within the Supply Zones; and

6.9.2 secondly, any balance required to be supplied to the
Companies from alternative areas determined in
accordance with this Agreement by State Forests
within Supply Zones 1, 5 and 6.

In determining the alternative areas referred to in Clause

6.9.2:

6.10.1 State Forests must consult with the Companies; and

6.10.2 Subject always to State Forests not being required to
breach its obligations to supply Quota Quality Logs
under contracts with third parties, State Forests must
select areas using its best endeavours to minimise

timber haulage distances.
Page 7 of 1 1\-@@\/



6.11

6.12

6.13

6.14

6.15

State Forests must not unfairly or inequitably disadvantage
the Companies in its selection of the Compartments from
within which the Base Allocation is to be made available.

From time to time the Companies may give written notice to

State Forests of an intention to:

6.12.1 vary a previously advised intention to take an Overcut
or accept an Undercut, or the extent of an Overcut or
Undercut, in the Year in which the notice is given;
and/or

6.12.2 take an Overcut or accept an Undercut in a
subsequent Year,

(“Intake Notice”).

The Intake Notice must specify the rate at which the

Companies intend to take Timber when the notice takes

effect expressed as a percentage of the Base Allocation

(“Intake Rate”).

Subiject to Clauses 6.14 to 6.19 inclusive State Forests must
make Timber available in accordance with an Intake Notice.

In any Year the Companies may take more or less than the

Base Allocation in accordance with the following conditions:

6.14.1 in any Year the quantity of Timber taken by the
Companies must not exceed 115 percent of the Base
Allocation;

6.14.2 in any Year the quantity of Timber taken during that
Year must not be less than 85 percent of the Base
Allocation; and

6.14.3 the cumulative Undercut or Overcut aggregated at the
end of any Year must not be greater than 15 percent
of the Base Allocation.

An Intake Notice must comply with the following notice

requirements:

6.15.1 in the case of a 0-5% variation, at least 3 months’
written notice;

6.15.2 in the case of a 5.01-10% variation, at least 6 months’
written notice;

6.15.3 in the case of a 10.01-15% variation, at least 9
months’ written notice; and

6.15.4 in the case of a variation greater than 15% at least 12
months’ written notice,

provided:

6.15.5 the reference to a percentage variation is a reference
to the percentage variation between the Intake Rate
specified in the Intake Notice and the Intake Rate
specified in the last Intake Notice provided by the
Companies (the latter being “the Base Rate”, which
shall be deemed to be 100% in the case of the first
Intake Notice issued by the Companies);

6.15.6 the variation must be implemented in the month
following the month during which the notice period
expires; and
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6.16

6.17

6.15.7 the Companies may issue Intake Notices whose
notice periods overlap (“Concurrent Notices”)
provided:

(a) the cumulative effect of those notices must
not purport to achieve a percentage variation
in the Intake Rate in a shorter period than
would be possible were a single Intake
Notice to be issued under this Clause 6.15;

(b) all the Concurrent Notices must request
either an increase in the Intake Rate, or a
decrease in the Intake Rate; and

(c) the Base Rate for each of the Concurrent
Notices must be treated as being the Intake
Rate for the last Intake Notice issued before
the series of Concurrent Notices; and

6.15.8 an Intake Notice may be withdrawn by the Companies
by giving State Forests:

(a) in the case of an Intake Notice involving a 0-
10% variation, written notice no less than 3
months prior to the scheduled
implementation of that notice; and

(b) in the case of an Intake Notice involving a
greater than 10% variation, written notice no
less than 6 months prior to the scheduled
implementation of that notice.

If an Intake Notice takes effect prior to the end of the Year in
which the notice is given, the Intake Notice shall be given
effect by varying the Monthly Quantities specified in the
Annual Delivery Plan for the remaining months of the Year
after the notice takes effect by the percentage determined by
the formula:

NewlR/OIdIR,

where:

NewlIR means the Intake Rate specified in the Intake Notice;

and

OIdIR means the Intake Rate specified in the last Intake

Notice provided by the Companies except:

(a) in the case of a Concurrent Notice where OIdIR
means the Base Rate associated with the Concurrent
Notice; and

(b) OIdIR shall be deemed to be 100% in the case of the
first Intake Notice issued by the Companies.

If an Intake Notice takes effect after the end of the Year in
which the notice is given, the Annual Delivery Plan for that
subsequent Year must provide:

6.17.1 in the months before the Intake Notice takes effect, an
intake reflecting the last Intake Notice provided by the
Companies that takes effect prior to the start of the
subsequent Year; and

6.17.2 in the months after the Intake Notice takes effect, the
intake determined in accordance with Clause 6.16.
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6.18 In no case will State Forests be required to make available
more Timber to the Companies during the term of this
Agreement than the Total Allocation (less any deductions
under Clause 8.1).

6.19 The Companies are not entitled to an Undercut or Overcut
except in accordance with the conditions set out in
Clause 6.14.

6.20 The parties acknowledge that as the last six months of this
Agreement is a half Year, their respective obligations to make
available and to take Timber in those periods require
modification. To that end, and despite any other provision of
this Agreement, in the last six months of this Agreement, the
Base Allocation shall be one half of quantity specified in
Schedule 2 and all State Forests rights and obligations in
relation to making that quantity available under this Clause 6
and all the Companies’ obligations to take a proportion of the
Base Allocation under Clause 8 are adjusted accordingly.”

Clause 8
5.1 In clause 8.1 delete “Clause 6.8” and insert instead “Clause
6.14".

5.2 Inclause 8.2.2 delete "year” and insert instead “Year”.

5.3 In clause 8.3 delete “90%" wherever occurring and insert
instead “85%”.

Clause 10
6.1 In clause 10.5 delete “Clause 6.8" and insert instead “Clause
6.14".

6.2 Insert a new clause 10.6 as follows:

“10.6  The Annual Delivery Plan for a Year must be
amended in accordance with Clause 6.16 or prepared
in accordance with Clause 6.17, as the case may be
or to give effect to a proper notice under Clause
6.15.8.”

Clause 15.9
71 Delete clause 15.9.1

7.2 In clause 15.9.2 delete “55%” and insert instead “60%”

Clause 28.6

In clause 28.6.2:

(a) delete “and to duplicate the species mix expected from the
Supply Zones”; and

(b)  delete “Clause 6.4.2” and insert instead “Clause 6.9.2".
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10

Schedule 2

Delete the text of Schedule 2 and insert instead:

“In the period from the Effective Date to 30 June 2014, 165,000
cubic metres of Quota Quality Logs .

In the period from 1 July 2014 to 31 December 2028, 116,000 cubic
metres of Quota Quality Logs.”

Schedule 10
Delete Schedule 10.
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WOOD SUPPLY AGREEMENT

THIS AGREEMENT is made the ~ _“g72¢  dayof Aygry§f 2003

1. PARTIES AND RECITALS

1.3

1.4

THE FORESTRY COMMISSION OF NEW SOUTH WALES a corporation constituted
under the Forestry Act 1916 (NSW) trading as STATE FORESTS (‘State Forests’)

ALLEN TAYLOR & CO LIMITED (ACN 000 003 056) (‘“TAYLORS’)

DUNCANS HOLDINGS LIMITED (ACN 000 080 704) (‘DUNCANS’)

THE STATE OF NEW SOUTH WALES ('State of NSW’)

Recitals
1.5.1 Taylors and Duncans (the Companies) are part of the Boral Timber Division, an
administrative division of Boral Limited (‘Boral’).
1.5.2 Duncans is a wholly owned subsidiary of Taylors.
1.5.3 The Companies entered into a wood supply agreement with State Forests and the
State of NSW on 5 March 1999 (the Earlier Agreement).
1.5.4 Itis part of the Governments’ policy that where feasible State Forests supply timber
from Crown-timber land by harvesting and hauling it to the customer.
1.5.5 The parties and the State of NSW have agreed that:
(a) the term of the Earlier Agreement should be extended to 31 December 2023;
(b) the Companies should have a reduced timber allocation of 165,000 m" per
annum of Quota Quality Logs from | July 2004; and
{c) the review of the Base Allocation, referred to in Clause 7 of the Earlier
Agreement, will have no impact on the Companies' timber allocation under
this Agreement.
1.5.6  The parties and the State of NSW now wish to enter into this Agreement to give

effect to the provisions of Clause 1.5.5 and to replace the provisions of the Earlier
Agreement, on and from the Effective Date of this Agreement.

2.  DEFINITIONS AND INTERPRETATION

2.1

In this Agreement unless a contrary intention appears:

‘a Company’ means Duncans or Taylors as the case may be;

‘Act’ means the Forestry Act 1916 (NSW) and all regulations made under that Act;

Wood Supply Agresment — Allen Taylor & Co Limited,
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‘Annual Delivery Plan’ means a schedule for the Year to which it applies setting out
indicative information regarding the supply of the Base Allocation (or such greater or lesser
volume as the Companies are entitled to require State Forests to make available) particularly
the areas from which it is intended the Timber be taken and the monthly volumes of Timber
proposed to be delivered to each of the Delivery Sites. The Annual Delivery Plan must

recognise:

@) the need for the Companies to stockpile Timber in some months to compensate for
events preventing delivery such as wet weather preventing harvesting of Timber;

(ii) the need for the Companies to otherwise manage its mill site stockpiles to control

inventory costs and minimise deterioration in the quality of stockpiled Timber;
(iii}  unless otherwise agreed the supply of 55% of the Base Allocation in the first half of
each Year and the balance in the second haif of each Year;

‘Area of Supply’ means the Crown-timber lands within the Chichester, Coffs Harbour,
Coopernook, Dorrigo, Glen Innes, Gloucester, Grafton, Kempsey, Kendall, Mt Marsh,
Taree, Urunga, Wauchope and Wingham Management Areas on the North Coast of NSW;

‘Base Alocation’ means the quantity of Timber specified in Schedule 2;

“Code of Procedure” means State Forests Code of Procedure annexed as Schedule 4 as
amended from time to time;

‘Compartment’ means an administrative area within a Management Area identified by
State Forests as a Compartment from which State Forests will make a supply of Timber
available to the Companies; o

‘Contract Harvesting’ means the harvesting, debarking, loading and haulage of Timber and
ancillary works including minor roading, tracking, log dump construction and site
rehabilitation, by a Contractor engaged by State Forests, necessary to deliver the Base
Allocation to the Companies;

‘Contractor’ means a person under contract with either the Companies or State Forests to
conduct forestry operations and includes employees, subcontractors and agents of the
Contractor;

‘Delivery Charge’ means State Forests’ costs of harvesting and hauling Timber from a
Price Zone to a Delivery Site calculated in accordance with Clause 19,

‘Delivered Prices’ means the prices payable for Timber made available to the Compames
under this Agreement;

‘Delivery Charge Schedule’ means a schedule for calculating the Delivery Charges
prepared and amended from time to time in accordance with Clause 19;

‘Delivery Hours’ means the hours during which State Forests may deliver Timber to a
Delivery Site in the course of Contract Harvesting;

‘Delivery Sites’ means Taylors’ mills at Koolkhan, Bostobrick, and Kempsey, and
Duncans’ mills at Herons Creek and any other site nominated by the Companies;

Wood Supply Agreement — Allen Taylor & Co Limitad, .
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‘Duncans’ means Duncans Holdings Limited and includes all employees, servants and
agents of that company;

‘Effective Date' means 1 July 2004

‘Force Majeure’ means an event (other than the payment of money) arising from an act of
God, industrial dispute, act or omission of government or government department or
instrumentality (except State Forests), war, sabotage, riot, civil disobedience, epidemic,
disease, fire, explosion, failure of power supply, accident, natural disaster, calamity or
unlawful act by any other person, or any similar cause which prevents a party from
performing its obligations (in whole or in part) under this Agreement;

'Hardwood Log Measurement Manual' means State Forests' hardwood log measurement
manual 1* January 2002 edition, a copy of which is annexed as Schedule 8, as amended
from time to time following consultation with the Companies;

‘Management Area’ means an area of land designated as a ‘Management Area’ on the plan
prepared by State Forests and attached as Schedule 3;

‘Minister’ means the Minister administering the Act;

‘Monthly Delivery Schedule’ means a schedule stating the volume of Timber to be
delivered to each of the Delivery Sites and the areas from which the Timber wiil be
harvested during the month to which it applies, together with any special delivery
requirements for that month. The volume and area will be based on, but not bound te;-the
indicative information in the Annual Delivery Plan for that month, and should recognise:

(i) the need for the Companies to stockpile Timber in some months to compensate for
events preventing delivery such as wet weather preventing Contract Harvesting; and
(ii) the need for the Companies to otherwise manage its mill site stockpiles to control

inventory costs and minimise deterioration in the quality of stockpiled Timber;

‘Overcut’ means the amount by which the actual quantity of Timber taken by the
Companies in any Year is greater than the Base Allocation;

‘Plan of Operations’ means a plan scheduling the various Compartments from which State
Forests intends to provide the Base Allocation including an indication of the forest types in
the various Compartments and the expected yields of Timber;

‘Price Schedule’ means a schedule for calculating the Stumpage Price of Timber prepared
by State Forests in accordance with the principles of The Price System and annexed as
Schedule 5;

‘Price Zone' means an area nominated by State Forests from time to time as a Price Zone
for the purposes of setting Delivery Charges and being a generally contiguous geographical
area of forest which in the opinion of State Forests is suitable for uniformity in pricing of
Timber. The Price Zones applicable to the Supply Zones 1 to 6 inclusive at the
commencement of the Agreement are as set out in Schedule 3;

‘Quota Quality Logs’ means the hardwood timber described as Quota Quality Logs in the
Specifications;
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‘Salvage operations’ means the taking of windthrown timber or damaged timber, pushed
over or felled for purposes other than timber harvesting, including road construction,
powerline construction and extraction of forest materials;’

'Small Diameter Timber' means Smali Logs and Quota Quality Logs which have centre
diameter under bark of less than 40cms; '

‘Small Logs’ means the hardwood timber described as Small Logs in the Specifications;
‘Specifications’ means the specifications for the hardwood timber set out in Schedule 1;

‘Stumpage Price’ means the value of Timber before it is sawn or otherwise treated as
determined in accordance with Clause 18;

‘Supply Zones’ means Supply Zones 2, 3 and 4;

‘Supply Zone 1’ means the area described on the plan annexed as Schedule 3asaZonel;
‘Supply Zone 2" means the area described on the plan annexed as Schedule 3 as a Zone 2;
‘Supply Zone 3’ means the area described on the plan annexed as Schedule 3 as a Zone 3;
‘Supply Zone 4’ means the area described on the plan annexed as Schedule 3 as a Zoné 4;
‘Supply Zone 5’ means the area described on the plan annexed as Schedule 3 as a Zo;me 5
‘Supply Zone 6’ means the area described on the plan annexed as Schedule 3 as a Zone §;

‘Taylors’ means Allen Taylor & Co Limited and includes all employees, servants and
agents of that company;

~ “The Companies’ means Taylors and Duncans;

‘The parties’ means State Forests and the Companies;

‘The Price System' means a statewide system for determining the price of timber in
accordance with particular methodologies and principles adopted by State Forests and as
may be varied from time to time;

‘Timber’ means the timber described in the Specifications;

‘Total Allocation’ means the sum of all the Base Allocations for the term of this
Agreement;

‘Undercut’ means the amount by which the actual quantity of Timber taken by the
Companies in any Year is less than the Base Allocation;

po
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‘Value Adding Criteria’ means criteria either regarding the sawing, drying, dressing or
other processing of Timber, or regarding the marketing of Timber, which adds value to the
Timber;

‘Year’ means a period of twelve months commencing on 1 July in any year.

2.2 Inthis Agreement, unless the context requires otherwise:

221

222

223

224
225

226

227

2238
2_.2.9
22.10
22.11
2212

22,13

22.14

a reference to the Act includes all amendments, regulations, rules, by-laws and
proclamations under the Act;

words and phrases defined in the Act will have the same meanings attributed to
those words and phrases in the Act unless the word or phrase is defined in this
Agreement in which case the word or phrase will have the meaning attributed to it in
this Agreement;

headings are for convenience only and do not affect the interpretation of this
Agreement;

words importing the singular include the plural and vice versa;
words importing a gender include any gender;

a reference to a person includes a company, partnership, joint venture, association,
corporation or other body corporate and any governmental agency; -

a reference to any thing includes a part of that thing;

a reference to a clause, party, annexure, exhibit or schedule is a reference to a clause
of and a party, annexure, exhibit and schedule to this Agreement;

a reference to a document includes all amendments or supplements or replacements
or novations of that document;

a reference to a party to a document includes that party’s successors and permitted
assigns;

no rule of construction applies to the disadvantage of a party because that party was
responsible for the preparation of this agreement or any part of it;

a reference to dollars or § is a reference to the lawful currency of the
Commonwealth of Australia;

a reference to the Minister is a reference to the Minister acting in his capacity as
representative of the Crown in the right of the State of New South Wales but nat as

a statutory officer under the Act;

a reference-to State Forests making Timber available is a reference to making
Timber available by the method described in Clause 7.1;
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2.2.15 areference to taking Timber is a reference to accepting delivery of Timber delivered
by State Forest in the course of State Forests conducting Contract Harvesting.

3. SCOPE OF AGREEMENT

3.1

3.2

33

34

35

3.6

The Companies carry on the business of sawmilling and processing of hardwood timber on
the NSW North Coast.

The Companies require consistent volumes of timber at their major log processing centres to
enable each of their processing operations to be conducted in a satisfactory manner.

On and from the Effective Date the Earlier Agreement is terminated and each of the parties
and the State of NSW now releases each of the others from any rights or claims that it might
now have or have had under the Earlier Agreement except any right of action that accruzes
after the date of this Agreement but before the Effective Date and in relation to the operation
of Clause 9.3.1 of the Earlier Agreement.

- State Forests will make the Timber available and the Companies must take and pay for the

supplies of Timber made available upon the terms and conditions set out in this Agreement.

Each of the Companies must pay State Forests the Delivered Prices calculated in accordance
with Clauses 17, 18, and 19 for the Timber made available by State Forests.

The State of NSW undertakes to ensure that State Forests has sufficient resources and-the
necessary capacity to make Timber available to the Companies and will cause State Forests

-to perform its obligations as required by the provisions of this Agreement. The State of*

NSW will only be excused for any failure to perform its undertakings set out in this Clause
if prevented from doing so by Force Majeure. For the purposes of this Clause the words
‘act or omission of government or government department or instrumentality’ in the context
of Force Majeure will be deerned to mean ‘act or omission of a government or government
department or instrumentality other than the government or a department or instrumentality
of the State of NSW’.

4. - DURATION OF AGREEMENT

4.1

5.1

This Agreement will take effect from the Effective Date and will operate until 31 December
2023 unless determined at an earlier date under a provision of this Agreement.

CONSOLIDATION OF THE COMPANIES RIGHTS AND OBLIGATIONS

I a condition or term of this Agreement requires State Forests to consult with, to confer
with, to negotiate with, to reach agreement with, to provide an opportunity or a document to,
to advise, to give notice or to otherwise deal with, the Companies, it will be full and
sufficient compliance with that condition or term if State Forests only consults with, confers
with, negotiates with, reaches agreement with, provides the opportunity or the document to,
advises, gives notice to, or otherwise deals with {(as the case may be), Taylors. '
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5.2 If a condition or term of this Agreement provides for a variation of the requirements of the
condition or term by arrangement or agreement between State Forests and the Companies,
any arrangement or agreement between State Forests and Taylors varying the requirements,
will be binding on Duncans as if the arrangement or agreement was made directly with
Duncans and Taylors.

5.3 Duncans will have no claim against State Forests under this Agreement in relation to any act
or omission by State Forests if the act or omission occurred with the consent of Taylors or
otherwise in accordance with any agreement or arrangement made between State Forests
and Taylors.

54  The Companies shall be jointly and severally liable for the performance of any obligation
imposed on the Companies or either of them by this Agreement.

6. BASE ALLOCATION
6.1  Each Year State Forests must make the Base Allocation available to the Companies.

6.2 Subjebt to Clause 6.11, each Year State Forests may substitute up to 24,350 cubic metres of
the Base Allocation of Quota Quality Logs with Small Logs as follows:

6.2.1 The substitution rate will be 1.25 cubic metres of Small Logs equals 1 cubic metre
of Quota Quality Logs; '

6.2.2  State Forests must consult with the Companies before determining to make a
substitution; -

6.2.3  Subject to availability of supply and the requirements of proper forest management,
State Forests must use its reasonable endeavours to minimise substantial variations
in the amount of substitution from one Year to the next and to make the substituted
Small Logs available at a even rate throughout the Year.

63 Ineach Year State Forests must make that part of the Base Allocation comprising Quota
Quality Logs available to the Company:

6.3.1 firstly by making available, from the Crown-timber iands within each of the Supply
Zones, the quantity of Timber represented by the lesser of either:
(a) the percentage of the total production of Quota Quality Logs from Crown-
timber lands in the Supply Zone during that Year which is specified in
Schedule 2 as the Percentage of Production for that Supply Zone; or
(b) the Maximum Allocation specified in that Schedule for the Supply Zone;

6.3.2 secondly, the balance, if any, from alternative areas determined by State Forests
within Supply Zones 1, 5 and 6.

6.4  In determining the alternative areas referred to in Clause 6.3.2:

6.4.1 State Forests must consult with the Companies; and
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6.5

6.6

6.7

6.8

6.4.2 Subject always to State Forests not being required to breach its obligations to supply
Quota Quality Logs under contracts with third parties, State Forests must select
areas using its best endeavours to minimise timber haulage distances and to
duplicate the species mix expected from the Supply Zones.

State Forests must not unfairly or inequitably disadvantage the Companies in its selection of
the Compartments from within which the Base Allocation is to be made available.

When supplying Small Diameter Timber in accordance with the terms of this Agreement,
State Forests must comply with the table set out in Schedule 10 both in relation to the
Management Areas from which the Small Diameter Timber is to be supplied and the
maximum volume of Small Diameter Timber that can be supplied to the nominated Delivery
Sites.

In the course of the consultation process referred to in Clause 11.2 State Forests must
consult with the Companies regarding the degree of substitution referred to in Clause 6.2
(“the Quota Quality Log/Small Log Ratio™) and the anticipated sources of the Smali Log
involved. Following that consultation State Forests must provide the Companies with a
schedule providing indicative information regarding the Quota Quality Log/Small Log Ratio
and anticipated sources of the Small Log involved during the following Year:

6.7.1 The purpose of such a schedule is to provide information relating to possible sources
of Timber;

6.7.2  State Forests is not able to make any firm commitment that all the Timber will be
available as indicated in such a schedule.

In any Year the Companies may take more or less than the Base Allocation in accordance
with the following conditions:

6.8.1 inany Year the quantiiy of Timber taken by the Companies must not exceed 110
percent of the Base Allocation;

6.8.2 in any Year the minimum quantity of Timber taken during that Year must not be less
than 90 percent of the Base Allocation;

6.8.3 the cumulative Undercut or Overcut aggregated at the end of any Year rust not be
greater than 10 percent of the Base Allocation; and

6.8.4 the Companies must give:
(a) not less than 6 months advance notice in writing to State Forests of an
intended Overcut; and
(b) not less than 3 months advance notice in writing to State Forests of an
intended Undercut provided that notice less than 3 months in advance will be
adequate notice if State Forests will not suffer loss or inconvenience in
allowing the Undercut sought.

6.8.5 unless otherwise agreed between State Forests and the Companies, an Overcut or an
Undercut in a Year must comprise the same ratio of Quota Quality Logs to Small
Logs as the Quota Quality Log/Small Log Ratio indicated in the schedule provided
to the Companies by State Forests under Clause 6.7 for that Year.
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6.8.6 in no case will State Forests be required to make available more Timber to the
Companies during the term of this Agreement than the Total Allocation (less any
deductions under Clause 8.1).

6.9  The Companies are not entitled to an Undercut or Overcut except in accordance with the
conditions set out in Clause 6.8. Despite the requirements of Clause 6.8 if the Companies
apply for an Overcut by giving less than 6 months notice State Forests will use reasonable
endeavours to make the Overcut availabie.

6.10 The parties acknowledge that as the last six months of this Agreement is a half Year, their
respective obligations to make available and to take Timber in those periods require
modification. To that end, and despite any other proviston of this Agreement, in the last six
months of this Agreement, the Base Allocation shall be one half of quantity specified in
Schedule 2 and all State Forests rights and obligations in relation to making that quantity
available under this Clause 6 and all the Companies’ obligations to take a proportion of the
Base Allocation under Clause 8 are adjusted accordingly.

6.11 Despite any other provision of this Agreement State Forests must not supply or require the -
Companies to take more than 35,000 cubic metres of Small Diameter Timber in any Year.

7. METHOD OF SUPPLY

7.1  State Forests shall make Timber available by conducting Contract Harvesting and delwcnng
the Timber to the Delivery Sites.

8. SHORTFALL

8.1  Any quantity of Timber which the Companies fail to take in any Year and which is not part
of an Undercut allowed under the conditions of Clause 6.8 may be forfeited by the
Companies at the election of State Forests and may be sold by State Forests under a separate
agreement. The quantity of Timber which the Companies fail to take and which State
Forests may sell will be calculated by State Forests and deducted from the Total Allocation.
State Forests must notify the Companies by written notice within 42 days after the end of the
Year of the quantity of timber which has been deducted from the Total Allocation and the
amended volume of the Total Allocation.

8.2 Ifthe Compani'cs:

8.2.1 take less than 80 percent of the Base Allocation for three consecutive Years during
the term of this Agreement; or

8.2.2 take less than 70 per cent of the Base Allocation in any year,
State Forests may terminate this Agreement under the provisions of Clause 28.
8.3 I the Companies fail in any Year to take at least 90% of the Base Allocation and State

Forests does not elect to have the Companies forfeit Timber under Clause 8.1 and does not
terminate this Agreement under Clause 8.2:
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8.3.1 the Companies must pay State Forests within 90 days after the end of the Year the
sum of money equal to the difference between the price that would have been
payable had the Companies taken 90% of the Base Allocation and the price paid or
payable for the quantity of Timber actually taken by the Companies for that Year.
Any sum payable by the Companies under this Clause is payable as pre-estimated
and liquidated damages and not as a penalty;

8.3.2 in any Year in which the Companies make a payment under Clause 8.3.1 (or
pursuant to Clause 9.3.1 of the Earlier Agreement) if the Companies take a quantity
of Timber in excess of 90% of the Base Allocation the price payable by the
Companies for the quantity of Timber above 30% for that Year will be reduced to
take account of any sum paid or payable under Clause 8.3.1 (or pursuant to Clause
9.3.1 of the Earlier Agreement); and

83.3 the amount of any reduction in price allowed under Clause 8.3.2 must not exceed
the sum that would have otherwise been payable for the quantity of Timber above
90% at the price applicable-for that Year.

9.  PLANNING INFORMATION

9.1

9.2

9.3

9.4

9.5

In this Clause ¢ “Planning Information” means information concerning:
9.1.1 the geographical areas; and ~Y
9.1.2 the size, species and volumes of Timber:;

proposed by State Forests in making the Base Allocation available to the Companies during
each Year of the three Year period immediately following the period covered by a draft plan
of operations referred to in Clause 9.2. '

In November of each Year State Forests must commence consultation with the Companies
and other interested parties regarding a draft plan of operations for the next two years. After
initial consultation with the Companies and other interested parties State Forests will
prepare and supply to the Companies by the end of the sixth month of the Year a draft plan
of operations for each Management Area for the next two Years. ‘

No later than January of each Year, after taking into account the comments of the
Companies and other interested parties regarding the draft plan of operations, State Forests
will prepare and supply to the Companies a final draft plan of operations for the next two
Years.

State Forests wiil use its best endeavours to prepare and supply to the Companies by the end
of March of each Year a Plan of Operations for the next Year.

If requested by the Companies, at the same time State Forests consults with the Companies
in relation to the draft plan of operations, State Forests will consult with Companies and, as
soon as practicable thereafter, will provide the Companies with Planning Information
compiled in good faith.
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9.6

9.7

The Companies accept that any draft Plan of Operations, Plan of Operations or Planning
Information provided is an estimate made in good faith.

The Companies will have no claim against State Forests of any kind whatsoever arising
directly or indirectly from State Forests’ provision of any draft Plan of Operations, Plan of
Operations or Planning Information including without limitation any claim arising from the
Companies reliance on any draft Plan of Operations, Plan of Operations or Planning
Information.

10. ANNUAL VOLUME AND ANNUAL DELIVERY PLAN

10.1

10.2

10.4

10.5

The Annual Delivery Plan for the Year commencing with the Effective Date shall be the
Annual Delivery Plan established for that Year in accordance with Clause 14 of the Earlier
Agreement. To resolve doubt despite the termination of the Earlier Agreement on the
Effective Date the parties must comply with that Clause 14 of the Earlier Agreement for the
purpose of establishing the Anmual Delivery Plan for the Year of the Effective Date.

In February in each Year State Forests must consult with the Coropanies on a draft Annual
Delivery Plan for the following Year. After that consultation State Forests must provide the
Companies with the draft Annual Delivery Plan by the end of February, The parties must
then over the following 3 weeks confer and negotiate in good faith to reach agreement on
the Annual Delivery Plan for the following Year. In default of agreement during that 3
week period State Forests may determine the Annual Delivery Plan for the following Year.
)
No later than the end of March in each Year, State Forests must provide the Companies with
a copy of the Annual Delivery Plan for the following Year as agreed between the parties or
determined by State Forests in accordance with this Agreement,

Agreement by State Forests to an Annual Delivery Plan or Monthly Delivery Schedule or
amendment thereto which would result in the Companies taking less than a volume of timber
the Companies are required to take under this Agreement in any Year will not constitute a
waijver of any obligation imposed or right given by this Agreement.

Any agreement or determination of an Annual Delivery Plan under this Clause 10 must give
effect to the Companies requirements regarding the proportion of the Base Allocation (with
any Overcut or Undercut in accordance with Clause 6.8) to be delivered to individual
Delivery Sites.

11. MONTHLY DELIVERY SCHEDULES

11.1

11.2

Each Year State Forests will use its best endeavours to ensure that the volume of Timber to
be delivered under the relevant Annual Delivery Plan is delivered substantially in
accordance with the Monthly Delivery Schedules for that Year and otherwise at regular
Intervals and in regular volumes.

Each calendar month no later than 7 days prior to the next month the parties must meet to
review the parties performance regarding the Monthly Delivery Schedule for the currerit
month and to negotiate the Monthly Delivery Schedule for the next month. In default of
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12.

13.

11.3

11.4

11.5

agreement the Monthly Delivery Schedule for the next month will be determined by State
Forests provided:

11.2.1 State Forests will have due regard to the Companies’ requests; and

11.2.2 If either of the Companies has a special requirement regarding volume, log
dimensions, species and quality mix in a particular month State Forests will, with
due regard to the practicalities and the rights of other persons supplied with Timber
by State Forests, use all reasonable endeavours to meet the Companies’ request.

The parties acknowledge:

11.3.1 the practical problems State Forests wil} have from time to time in delivering the
various types of Timber at a regular rate;

11.3.2 the practical problems the Companies may have in regulating the flow of Timber
they each obtain from methods or sources other than delivery by State Forests; and

‘11.3.3 that'in order to maintain the optimum composition of Timber stockpiles at the
Delivery Sites they must cooperate and take these practical problems into account in
the management of their respective harvesting operations and in negotiating or
determining each Monthly Delivery Schedule.

If any of the parties wishes to vary a current Monthly Delivery Schedule, it must notify the
other parties as soon as practicable and the parties must negotiate in good faith to reach
agreement on an amended Monthly Delivery Schedule. In default of agreement the original
Monthly Delivery Schedule shall apply.

State Forests must notify the Companies as soon as practicable after it becomes evident to
State Forests that there will be a variation of plus or minus 10% between the volume of
Timber likely to be delivered to a Delivery Site during a month and the volume indicated by
the Monthly Delivery Schedule for the Delivery Site and if required by the Companies the
parties must negotiate in good faith to reach agreement on measures to be implemented to
either reduce the variation and/or the effects of it.

| AMENDMENT OF ANNUAL DELIVERY PLAN OR MONTHLY DELIVERY

SCHEDULES

Where any timber in a Compartment has been damaged or destroyed by fire, disease or other
natural cause or access to a Compartment intended to supply the Base Allocation is otherwise
prevented by Force Majeure, State Forests may, after consultation with the Companies, amend any
Annuaj Delivery Plan or Monthly Delivery Schedule as it deems necessary to facilitate Salvage
operations or to adjust to the unavailability of timber in Compartments.

ACCEPTANCE OF DELIVERY AND DELIVERY HOURS

13.1 Each of the Compaﬁ:ies must accept Timber delivered by State Forests:
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13.2

133

13.4

13.5

13.6

13.7

13.8

13.9

13.1.1 o a Delivery Site substantially in accordance with the Monthly Delivery Schedule;
and

13.1.2 during the Delivery Hours for that particular Delivery Site.

At the date of this Agreement the Delivery Hours for each Delivery Site are as set out in
Schedule 7.

Each Year at least two months prior to the commencement of the following Year the parties
must confer to review the Delivery Hours and must negotiate in good faith to reach
agreement on the Delivery Hours to apply for the following Year. In default of agreement
on the Delivery Hours to apply to a particular Delivery Site during the following Year, the
Delivery Hours to apply to that Delivery Site will be the Delivery Hours applicable to it at
the time of the review.

In any negotiation of an agreement under Clause 13.3 the following factors must be
considered and taken into account:

13.4.1 The availability of log unlcading equipment and operators at the Delivery Site;

13.4.2 Occupational Health and Safety matiers including log vyard lighting and
accreditation of truck drivers to operate log unloading equipment;

13.4.3 Efficient log truck utilisation and cycle times.

: .
The parties acknowledge that any agreement under Clause 13.3 must optimise the
arrangements for the delivery of Timber to Delivery Sites for all of the parties.

From time to time either of State Forests or the Companies may request a review of Delivery
Hours if it can be demonstrated there has been a material variation in any of the factors
listed in Claunse 13.4. If such a request is made the parties must negotiate in good faith to
reach agreement on a variation of Delivery Hours commensurate with the variation in the
relevant factor.

Except where the parties have agreed that State Forests’ contractors will unload the timber
each of the Companies must promptly unload timber delivered to it in accordance with this
Agreement with due regard to the practicalities and available unloading equipment.

Each of the Companies must ensure that all untoading operations carried out by it at any
Delivery Site under its control are performed in a safe manner in accordance with:

13.8.1 any relevant code issued by New South Wales WorkCover or other relevant agency
which replaces or exercises the functions carried out by New South Wales
WorkCover; and

13.8.2 the Companies safety policies for the Delivery Site.
State Forests must ensure all truck drivers delivering Timber, and who are required by

arrangement with the Company to unload trucks at the Delivery Sites, are accredited to
cperate log unloading equipment, and attend the Companies site induction training. The
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14.

15.

Companies must provide the site induction training free of cost and may refuse entry to any
truck driver who has not attended such training.

TITLE AND RISK

14.1

14.2

143

14.4

Ownership of the Timber taken by or on behalf of a Company will pass to that Company on
payment for the Timber by that Company to State Forests.

The risks of ownership of the Timber will pass to a Company when that Company or its
agent takes delivery of it.

A Company will not be entitled to dispute that it has taken delivery of the Timber if the
Timber is accepted by an authorised person in the yard of that Company’s sawmill or in the
yard of the sawmill of a person to whom that Company has sold the Timber.

For the purposes of Clause 14.3 an authorised person is a person who represents himself or
herself to the person delivering the Timber as having authority to accept delivery of the
Timber. :

SPECIFICATIONS

15.1

15.2

153

15.4

15.5

15.6

15.7

The Companies must accept any timber which conforms with the Specifications.

Timber will be deemed to conform with the Specifications if the Timber is accepted by a
Company at the Delivery Site and that Company does not object to its failure to meet
Specifications by notice in writing to State Forests within seven days of its delivery.

If a Company objects to timber in terms of Clause 15.2 it must set the timber aside for
inspection. State Forests must arrange for the inspection of the timber by a suitably
qualified State Forests officer within 7 days after receipt of the objection.

A decision of a suitably qualified State Forests officer, that the timber is Timber, will be
accepted by the Company as final, and the timber will be deemed to meet the Specifications.

If the suitably qualified State Forests officer decides the timber does not meet the
Specifications and the parties cannot agree on terms upon which the Company would
purchase the timber, State Forests must within 7 days remove the timber from the Delivery
Site at its own cost.

If the timber is removed from the Delivery Site by State Forests in accordance with Clause
15.5, the Company will be entitled to charge State Forests the handling fee determined in
accordance with Schedule 9 for unloading and reloading the timber, such fee to be payable
by State Forests within 30 days of receipt of invoice.

If quantities of Timber which conform to the Specification are not available in a Year for
any reason includipg Force Majeure the Companies and State Forests must confer witha
view to exploring the possibility of the Companies accepting timber from categories of logs
which are not within the Specifications. State Forests must give written notice to the
Companies as soon as practicable and in event within 28 days of becoming aware of a likely
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15.8

15.9

shortage and will in the same notice provide an opportunity for the Companies to meet with
State Forests and details of other timber which could be supplied. In any circumstances
where but for this Clause State Forests would have committed a breach or a material breach
of this Agreement, the Companies will not be entitled to invoke the provisions of Clause
28.6.1 or to claim any damages for breach against State Forests unless both parties have in
good faith made all reasonable endeavours to meet the Companies’ needs for Timber from
timber available from State Forests but outside the scope of the Specifications.

Other timber supplied to the Companies under the provisions of Clause 15.7 will be deemed
to be Timber supplied under this Agreement subject to the price for the timber being
determined under The Price System.

State Forests recognises the importance, to the operation of the sawmills at the Delivery
Sites, of consistency in species, diameter and length of delivered Timber. The Companies
also recognise the difficulties associated with supplying a delivered log mix that does not
vary to reflect the inherent variability of the forest from which it is harvested. Subject’
always to State Forests’ sole discretion to determine from time to time the location of
Contract Harvesting operations necessary to supply Timber under this Agreement, in
accordance with State Forests’ opinion of good forest management, and the limitations that
flow from the exercise of that discretion, State Forests will use its best endeavours to deliver
Timber;

15.9.1  which complies, on an annwal basm with the following requirements regardmg
volume by major species:

Major Species Maximum or Minimum Percentage ° f Base
Allocation
Blackbutt Minimum 60%
Spotted Gum Minimum 5%
Tallowwood Minimum 3%
Brushbox Minimum 2% -
Blue Gum Minimum 3%
New England Hardwood
(Including E.viminalis,
E fasti gata,“E.andrc_wsu, Maximum 12%
E.cameronii, E.obligua, )
E.laevopinea, E.radiata, E
deanit, E.atbens, E.dunnii)
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15.9.2  which complies on an annual basis with the following requirements regarding
volume by diameter:

Diameter Range Centre Maximum or Minimum Percentage of Base
Diameter Under Bark axt Allocation
40-49 centimetres Maximum 55%
50-59 centimetres Minimum 15%
60+ centimetres Minimum 10%

- 15.9.3  which éomplies on an annual basis with the following requirements regarding
volume by preferred lengths (124 decimetres (dm), 118 dm, 112dm 100 dm, 94dm,
62 dm, 59 dm, 56dm, 50dm and 47dmy):

Percentage of Major
Maior Speci Maximum or Species Volume per
AJor opectes. Minimum Year in Preferred
Lengths
Blackbutt Minimum 50%
New England Hardwood
(Including E.viminalis,
E.fas[igata, E.andrewsii, Mlmmum 40%
E.cameronii, E.obliqua, —
E.laevopinea, E.radiata, E deanii,
E.albens, E.dunnii)

16. DETERMINATION OF QUANTITY OF TIMBER

16.1 The method of determination of the quantity of Timber upon which the price is payable
under this Agreement will be as set out in the Code of Procedure. The Code of Procedure
may be amended by State Forests as may be considered necessary by State Forests from time
to time but State Forests will consult with and take into account any comments of the

5 Companies before any amendments are effected or implemented.

16.2 Inthe event that the parties agree the Base Allocation is to be made available by weight and
if a Company provides a weighbridge or other measuring device approved by State Forests,
that Company must maintain and verify the weighbridge or other device as required by the
manufacturer’s specifications.

16.3 State Forests may from time to time undertake an independent verification of the operation
and accuracy of the weighbridge or other device.
17. DELIVERED PRICE

17.1 The prices payable under this Agreement for Timber taken by the Companies under this
Agreement shall be the Delivered Prices:

Wood Supply Agraement — Allen Taylor & Co Limited,
Duncans Holdings Limited Page 16



17.2 The Delivered Prices payable from time to time shall be the total of:
17.2.1 the Stumpage Price determined in accordance with Clause 18; and
17.2.2 the Delivery Charges determined in accordance with Clause 19;

in respect of the Timber.

18. STUMPAGE PRICE

18.1 The Stumpage Price payable from time to time for Timber shall be calculated by reference
to the category and rates set out in the Price Schedule for the Timber.

- 18.2 State Forests may amend or vary the Price Schedule from time to time following a review by
State Forests of the various components of the Price Schedule.

18.3 In conducting a review of the Price Schedule State Forests:
18.3.1 will be subject at all times to the requirements of the Act;

18.3.2 must conform with the methodologies and principles set out in The Price System;
and

18.3.3 may consider various pricing elements including (without limitation) the -~
commercial value and best prices reasonably obtainable for vanous types and
categories of availabje timber.

18.4 A Price Schedule which is varied or amended by State Forests following a review may be’
implemented at any time during a Year provided State Forests gives not less than 28 days
prior written notice to the Companies of the varied or amended Price Schedule.

18.5 State Forests may review and vary The Price Systemn from time to time. In performing any
~ review of The Price System State Forests will at all times be subject to the policies and
directions of the State of NSW. Without limiting the range of matters State Forests may
» take into account in reviewing or the manner in which State Forests determines to amend or
vary The Price System, State Forests must consult with the Companies in the course of any
review of The Price System.

18.6 State Forests will provide to the Companies a copy of The Price System as it applies at the
Effective Date and will promptly forward a copy of The Price System to the Companies if
varied or amended following a review.

19. DELIVERY CHARGES

19.1 The Delivery Charges for Timber harvested and hauled from a Price Zone to a Delivery Site
shatl be determined by applying the rates set out in the Delivery Charge Schedule for the
type of Timber, the Price Zone and the Delivery Site involved. State Forests must prepare
the Delivery Charge Schedule as agreed or determined in accordance with this Clause.
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19.2 The Delivery Charge Schedule will comprise a schedule of the Price Zones, Delivery Sites
and types of Timber under this Agreement and will provide a Delivery Charge for each Price
Zone/Delivery Site combination for each type of Timber.

193 A Delivery Charge for Timber harvested from a Price Zone and hauled to a Delivery Site
will be the total of:

19.3.1 A cost per cubic metre for the type of Timber being an aggregate of costs for the
various items of work comprising the Contract Harvesting necessary to harvest and
haul the Timber from the particular Price Zone to the particular Delivery Site; and,

19.3.2 A cost per cubic metre for State Forests” management and administration of the
Contract Harvesting involved which the parties agree in March 1999 was $1.00 per
cubic metre.

19.4 The Delivery Charge Schedule at the Effective Date shall be the Delivery Charge Schedule
which would have been in effect on the Effective Date under the Earlier Agreement but for
its termination. To resolve doubt the parties must comply with Clause 22.7 of the Earlier
Agreement in order to establish the Delivery Charge Schedule for the Year commencing
with the Effective Date.

19.5 If at any time the Companies request State Forests to supply a Delivery Site not specified in
the Delivery Charge Schedule, then, as soon as practicable after the Companies request the
parties must confer and negotiate in good faith to reach agreement on amendments to the
Delivery Charge Schedule which: S

19.5.1 specify any new Delivery Sites involved; and

19.5.2 specify the rates to apply to any new Price Zone/Delivery Site combination for the
various types of Timber;

and in default of agreement by 7 days prior to the proposed date of delivery to a new
Delivery Site, as the case may be, State Forests may determine the matters referred to in
Clauses 19.5.1 and 19.5.2 and amend the Delivery Charge Schedule accordingiy.

- 19.6 Any agreement or determination of a Delivery Charge under Clause 19.5 must take into
account the following factors:

19.6.1 the market rates for the various items of work comprising the Contract Harvesting
necessary to harvest and haul the Timber involved from the particular Price Zone to
the particular Delivery Site being considered provided:

(a) -those rates are comparable, having regard to the type of Timber produced, the
yield per hectare, operation type, physical circumstances of harvesting and
haulage and the particular Price Zone and Delivery Site being considered;

(b) the party tabling rates as relevant must verify them to the reasonable
satisfaction of the other parties;

19.6.2 the costs tg State Forests of managing and administering the Contract Harvesting
necessary to harvest and haul the Timber involved from the particular Price Zone to
the particular Delivery Site being considered;
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20.

19.7

19.8

12.6.3 the benefits to the Companies which arise because State Forests’ conduct of the
Contract Harvesting has relieved the Companies of liabilities associated with their
conduct of harvesting and haulage operation including without limitation Habilities
related to Occupational Health and Safety obligations, workers compensation,
environmental compliance obligations, and contractual arrangements with
harvesting and haulage contractors; and

19.6.4 the benefits to State Forests or the Companies, as the case be, arising because the
other party has introduced measures related to the harvesting haulage or delivery of
Timber resulting in efficiency gains.

In each Year and commencing no later than the end of April the parties must confer to
review the Delivery Charge Schedule and must negotiate in good faith to reach agreement
on amendments to the Delivery Charge Schedule to apply for the following Year. In default
of an agreement on the required amendments by one week prior to the commencement of the
following Year State Forests may determine which amendments it considers are necessary.
State Forests may amend any of the rates specified in the Delivery Charge Schedule in
accordance with the agreement of the parties or the determination of State Forests as the
case may be, and those rates will apply from the first day of the following Year.

Ir negotiations to reach agreement or in any determination under Clause 19.7 State Forests
and the Companies must take into account:

19.8.1 the factors set out in Clause 19.6;

19.8.2 changes in the level of the costs of conducting Contract Harvesting which H;vé
occurred during the preceding 12 month period; and

19.8.3 efficiency changes in Contract Harvesting operations, which have occurred during
the preceding 12 month period as a consequence of legislative, regulatory or
technological changes.

19.9 State Forests must ensure that the Delivery Charges which it determines under C]auses 194,

19.5, or 19.7 are fair, reasonable and competitive.

", 19.10 State Forests must provide the Companies with a copy of the Delivery Charge Schedule as

amended from time to time prior to applying the Schedule.

19.11 At any time which State Forests intends to amend the area of any Price Zone, State Forests

rmust:
19.11.1 consult with the Companies in relation to thelproposed amendment(s); and

19.11.2also review the Delivery Charge Schedule in accordance with the principles set out
in Clauses 19.7 to 19.10.

PAYMENT

20.1 State Forests will issue monthly invoices for Timber taken by a Company during the

previous month,
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22.3 State Forests indemnifies each of the Companies against all actions, proceedings, ¢laims,

demands and expenses by any person (other than a party to this Agreement) in respect of or
arising out of the performance by State Forests of its obligations under this Agreement other
than any action, proceedings, claims, demands or expenses arising out of any negligent act
or omission of the party seeking State Forests’ indemnity.

23. SALE OF TIMBER TO OTHER PERSONS

23.1 State Forests reserves the right to:

232

233

24. SECURITY

241

242

243

245

23.1.1 supply Timber and other timber from within the Area of Supply; or

23.1.2 issue licences to obtain Timber, timber, products or forest materials within the Area
of supply;

to any other person.

Each of the Companies may from time to time sell Timber which it owns to any person
without the need for processing the Timber.

If a Company sells Timber under Clause 23.2 it must provide State Forests with details in
writing of the volume by log category of sales and the identity of the purchaser within
60 days after the end of each Year. ’

ey

1

State Forests may at its sole discretion require the Companies to provide security for the
purpose of ensuring the due and proper performance of each of the Companies’ obligations
under this Agreement.

If State Forests requires the Companies to provide security the Companies must provide the
security (‘security’) in the amount determined by State Forests from time to time which
must not exceed a sum equivalent to 15% of the Delivered Price of the volume of Timber
State Forests is to make available in each Year assuming it was made available in
accordance the with Annual Delivery Plan for the Year (‘secured amount’).

State Forests will give the Companies written notice of any amount determined under
Clause 24.2 and any adjustment to or variation of the secured amount that may be
determined by State Forests under the provisions of Clause 24. '

the Companies must adjust or vary the secured amount within 28 days of the receipt of a
notice from State Forests under Clause 24.3.

The security must:
24.5.1 be in the form of cash, bonds or inscribed stock issued by the Australian

Government or the Government of a State or Territory of Australia, an unconditional
undertaking (in the form set out in Schedule 6) given by a financial institution or
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25.

24.6

247

24.8

249

insurance company approved by State Forests or in any other form approved by
State Forests;

24.5.2 be lodged within fourteen (14) days of the execution of this Agreement; and

24.53 be in a form which allows State Forests to draw upon the secured amount if the
Companies or either on them are in breach of this Agreement.

If the security 1s not transferable by delivery, it must be accompanied by an executed
transfer or other documentation sufficient to effect transfer of the security. The costs
(including stamnp duty) of any transfer or retransfer must be borne by the Companies.

State Forests may at any time, draw upon the secured amount to meet any loss or damages
artsing from a Company’s or the Companies’ failure to perform any of its or their
obligations under this Agreement.

If State Forests draws on the secured amount under this Agreement but does not terminate
this Agreement as a result of any breach, then the Companies must provide additional
security so that the secured amount is maintained at the level notified under Clause 24.3.

State Forests may suspend the Companies’ rights to take any Timber if the Companies fails
to lodge the security or to vary or adjust the secured amount within the time required by any
notice to the Companies under Clause 24.3.

24.10 State Forests must release the security to the Companies within six months of the date-of

termination of this Agreement if nb money is then die to State Forests or any earlier date
that may be otherwise agreed.

FORCE MAJEURE

25.1

252

If the Companies are prevented from taking or accepting Timber or from carrying on
production of sawn timber by Force Majeure and:

(@) the Force Majeure was not caused by any act or omission on the part of the
Companties or any employee or agent of the Companies;

(b) the Companies had taken ail reasonably practicable precautions to prevent the Force
Majeure; and

(c) the Companies has made all reasonable efforts to contain the effect of the Force
Majeure;

then each of the Companies may apply to State Forests for suspension or modification of its
obligations under this Agreement to the extent that its ability to meet its obligations have
been adversely affected by the Force Majeure.

Where either of the Companies makes an application under Clause 25.1, State Forests will
negotiate with the Companies in good faith to review the Base Allocation taking into
account the functions and obligations of State Forests under this Agreement and the Act and
the requirements for the Companies to do all things reasonable and practicable to mitigate
the effect of the Farce Majeure. ‘

I State Forests is prevented from performing all or any of its obligations under this
Agreement by reason of Force Majeure:
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27.

254

26.1

26.2

25.3.1 the Companies jointly or severally will have no claim against State Forests under
this Agreement, to the extent that the non-performance is due to the Force Majeure;

25.3.2 if the Force Majeure prevents State Forests from making Timber available at a rate
greater than that necessary to enabie it to supply more than 50% of the Base
Alilocation on a Yearly basis and if State Forests is unable to resume the
performance of its obligations within a period of 18 months from the date of the
occurrence of the Force Majeure or the date when the occurrence of the Force
Majeure first became apparent (the ‘relevant date’) any party may terminate this
Agreement by written notice. The right to give notice under this Clause must be
exercised within a period of 21 months from the relevant date and in this regard time
will be of the essence; and -

25.3.3 State Forests may allocate any Timber which is available to the Companies and
other persons in a manner which reflects State Forests functions and obligations
under the Act and accords with any directions of the Minister.

A party affected by Force Majeure must give initial notice of the existence or occurrence of
the Force Majeure as soon as is practicable to do so and in any case it must provide a more
detailed notice within 28 days of the Force Majeure being apparent which provides clear
details of the event or occurrence claimed as Force Majeure and setting out particulars of the
likely effects of the event or occurrence in question.

——

- 26. LEGAL RESPONSIBILITY AND LIMITATION OF LIABILITY [

Where the Companies jointly or severally are prevented from taking Timber:

26.1.1 by an act or omission of State Forests which is a breach of this Agreement, then
State Forests and not the State of NSW will be the party, if any, responsible to the
Companies for any loss suffered; or

26.1.2 by an act or omission of the State of NSW which is a breach of this Agreement, the
State of NSW and not State Forests will be the party, if any, responsible to the
Companies for any loss suffered; or

26.1.3 by an act or omission or law of the Commonwealth of Australia, then neither State
Forests nor the State of NSW will be in any way responsible to the Companies for
any loss suffered.

Where State Forests or the State of NSW is in breach of this Agreement by reason of any
fatlure to make Timber available or to supply or deliver Timber any loss suffered by the
Companies will be limited to any loss, damage or expense incurred by the Companies as a
direct result of the failure to make Timber available or to supply or deliver Timber under
this Agreement and will not include any loss of profits or consequential loss.

GOODS AND SERVICES TAX

Wood Supply Agreement — Allen Taylor & Co Limited,

Duncans Holdings Limited Page 23



27.1

272

2773

274

275

27.6

271.7

The Delivered Prices and any other consideration for supplies specified in this Agreement
do not, subject to the operation of this clause, include any amount in respect of GST unless
provided otherwise.

The GST may be imposed on the prices for Timber delivered under this Agreement.
I GST is or will be imposed on a supply made under this Agreement, the supplier may:

27.3.1 increase the consideration otherwise provided for that supply under this Agreement
by the amount of that GST; or

27.3.2  otherwise recover from the recipient the amount of that GST.

The supplier must ensure that any invoice issued under this agreement in respect of a taxable
supply is a Tax Invoice or Adjustment Note as appropriate or, if no invoice is to be
otherwise issued under this Agreement, must issue a Tax Invoice or Adjustment Note as
appropriate within 7 days of GST being imposed on a taxable supply made under this
Agreement. Notwithstanding any other provision of this Agreement the payment of any
amount by the recipient in respect of a taxable supply is subject to the issuing of the relevant
Tax Invoice or Adjustment Note to the recipient.

Costs required to be reimbursed or indemnified under this Agreement must exclude any
amount in respect of GST included in the costs for which an entitlement arises to claim an
input tax credit provided that the reimbursement or indemnification does not amount to
consideration for a taxable supply. -

If the-consideration for a supply under this Agreement is calculated by reference to the
consideration or value of other supplies, in performing that calcuiation, the consideration or
value for those other supplies excludes any amount in respect of GST payable on those
supplies.

In this clause:

27.7.1 Adjustment Note includes any document or record treated by the Commissioner
of Taxation as an adjustment note or as enabling the claiming of an input tax credit
for which an entitlement otherwise arises; .

27.7.2  GST includes any replacement or subsequent similar tax;
27.7.3  GST Act means A New Tax System (Goods and Services Tax) Act 1999 (Cth);

2774 New Tax System changes has the same meaning as in the Trade Practices Act
1974 (Cth);

27.7.5 Tax Invoice includes any document or record treated by the Commissioner of
Taxation as a tax invoice or as enabling the claiming of an input tax credit for
which an entitiement otherwise arises; and

27.7.6 Terms defined in the GST Act have the same meaning in this clause unless
provided otherwise.
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28.

DEFAULT OR INSOLVENCY

28.1

28.2

28.3

284

285

If the Companies or either of them or State Forests breaches or repudiates this Agreement,
nothing in this Clause will prejudice the right of either party to recover damages or exercise
any other right.

If the Companies or either of them commits a material breach of this Agreement and State

Forests considers that damages may not be an adequate remedy, State Forests may give the
Companies a written notice to show cause. Material breaches include without limitation:

28.2.1 failing to take the quantities of Timber set out in Clause 8.2;

28.2.2 failing to accept Timber in breach of Clause 13.1 or Clanse 15.1;
28.2.3 failing to make payments in breach of Clause 20,

28.2.4 failing to take out and maintain any insurance in breach of Claunse 22.2;
28.2.5 failing to meet any one or more of the requirements of Clause 21;

28.2.6 failing to provide security or to adjust or vary the secured amount in breach of
Clause 24;

28.2.7 purporting to assign the whole or any part of this Agreement without the appr"éval of
the Minister in breach of Clauses 30 and 31;

.

28.2.8 failing to comply with conditions imposed by the Minister pursuant to Clause 31;
and

28.2.9 failing to comply with the provisions of Clause 32.

A notice under Clause 28.2 must:

'28.3.1 state that it is a notice under Clause 28.2;

28.3.2 specify the alleged material breach;

28.3.3 require the Cornpanies to show cause in writing why State Forests should not
exercise its right to terminate under Clause 28.4, -

28.3.4 specify the time and date by which the Companies must show cause (which must not
be less than 14 days); and

28.3.5 specify the place at which cause rust be shown.
If by the time specified in a notice under Clause 28.2 the Companies fails to show
reasonable cause why State Forests should not exercise its right of termination, State Forests

may by notice in writing to the Companies terminate this Agreement.

If:
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28.6

28.7

28.5.1 a Company informs State Forests in writing or its creditors generally that it is
insolvent;

28.5.2 a meeting of creditors of a Company is calied with a view to:
(a) entering into a scheme of arrangement or composition with creditors; or
(b) placing the Companies under administration;

28.5.3 a Company enters into a scheme of arrangement or composition with creditors;

28.5.4 aresolution is passed at a meeting of creditors to put a Company under
administration;

28.5.5 a Company is put under administration;

28.5.6 areceiver of the property or a material part of the property of a Company is
appointed;

28.5.7 an application is made to a Court for the winding up of a Cormpany and not stayed
within 14 days;

28.5.8 a winding up order is made in respect of a Company; or

28.5.9 execution is levied against a Company, in respect of the whole or a material part of
its property, by creditors, debenture holders or trustees or under a floating charge.

State Forests may, without giving a notice to show cause, terminate this Agreement by
notice in writing to the Companies (which notice must indicate that it is a notice under this
Clause 28.5 and state which provision of this Clause 28.5 is being relied upon by State
Forests)..

If State Forests commits a material breach of this Agreement and the Companies considers
that damages may not be an adequate remedy, the Companies may give State Forests a
written notice to show canse. Material breaches include without limitation:

28.6.1 failing to make available the Base Allocation in any Year in breach of Clause 6;

28.6.2 failing to use its best endeavours to minimise timber haulage distances and to
duplicate the species mix expected from the Supply Zones in breach of Clause
6.4.2;

28.6.3 failing to use its best endeavours to ensure the Base Allocation is delivered
substantially in accordance with the Monthly Delivery Schedules for that Year in
breach of Clause 11.1; and

28.6.4 failing to properly process any application requesting an assignment of this
Agreement in breach of Clauses 30 or 31.

-

A notice by the Companies under Clause 28.6 must:

28.7.1 state that it is a notice under Clause 28.6;
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28.8

28.7.2 specify the alleged materia! breach;

28.7.3 require State Forests to show cause in writing why the Companies should not
terminate this Agreement;

28.7.4 specify the time and date by which State Forests must show cause (which must not
be less than 14 days); and

28.7.5 specify the place at which cause must be shown.
If by the time specified in a notice under Clause 28.6 State Forests fails to show reasonable

cause why the Companies should not exercise its right of termination, the Companies may
by notice in writing to State Forests terminate this Agreement.

29. RESOLUTION OF DISPUTES

29.1

292

29.3

294

If a dispute or difference between the parties arises out of or in connection with this
Agreement or concerning the interpretation or operation of any provision of this Agreement
(except Clauses 14.3, 15.4, 17 and 19) which cannot be settled by the parties within 28
days, the parties agree that they must endeavour to settle the dispute or difference by
mediation before having recourse to arbitration. The mediator must be a person agreed by
the parties or failing agreement a party may request the Australian Commercial Disputes
Centre (ACDC) to appoint a mediator and the mediator will be so appointed. .

The mediator must conduct proceedings under this Clause in accordance with the
Guidelines for Commercial Mediation of the ACDC: During the course of any mediation
each party must be represented by a person having authority to agree to a resolution of the
dispute.

In the event that the dispute has not been settled within 56 days or such other period as
agreed to in writing between the parties, after the appointment of the mediator, the dispute
or difference must be submitted to arbitration.

Any arbitration must be conducted by a person acceptable to the parties but if the parties are
unable to agree to the appointment of an acceptable person within 28 days of one party
giving the others a written nomination of a suitable person or persons, then a party may
request the President for the time being of the Institute of Arbitrators, Australia, to appoint
an arbitrator and the arbitrator will be so appointed. Any arbitration must be undertaken in
accordance with, and subject to, The Institute of Arbitrators Australia Rules for the Conduct
of Commercial Arbitration.

The Arbitrator or some person appointed on the Arbitrator’s behalf may investigate the
Companies' and State Forests’ affairs and accounts so far as may be necessary to assist the
Arbitrator to determine any matter referred for arbitration. The Companies and State Forests
must give the Arbitrator full access to all accounts and papers necessary for that purpose and
must afford the Arbitrator full information and assistance.

Any mediation or arbitration must be held in Sydney, NSW and either party may be
represented by a legal practitioner.
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30.

31.

30.1

302

30.3

30.4

305

30.6

' .30.7

ASSIGNMENT

A Company may not without the prior written approval of the Minister assign its rights and
entitiements under this Agreement in whole or part to any person.

Any change in control of a Company (or in the case of Duncans, any change in control of its
immediate holding company) will be deemed to be an assignment of the Company’s rights
and entitlements under this Agreement. For the purpose of this Clause ‘change in control’
means change in control of more than 50% of the shares with the right to vote in general
meetings of the corporation provided that no change in control will be deemed to have
occurred as a result of any dealing or dealings in shares which are listed on the Australian
Stock Exchange unless the effect of the dealing or dealings is that control of more than 50%
of the shares with the right to vote in general meetings of the corporation is consolidated in
one person or a group of related bodies corporate or related entities within the meaning of
the Corporations Act 2001. .

If a Company (‘the assignor™) wishes to assign the whole or any part of this Agreement it
must make a written application to State Forests requesting an assignment and must provide
all details and information concerning the assignee and the effect of the assignment as may
be reasonably required by State Forests.

The assignor must pay all debts due and payable to State Forests under this Agreement '
before an assignment (in whole or part) of its interest in this Agreement. —

Upon receipt of any request for an assignment of the whole or any part of this Agreement,
State Forests must process the application in accordance with Clause 31 provided the
assignor has supplied any details and information required by State Forests under this
Clause 30. ‘ r

The assignor must ensure that any assignee executes all agreements and other documents
which State Forests may reasonably require to record or effect any assignment including an
undertaking to remedy or rectify any existing material breach.

In the event of an assignment of this Agreement, State Forests, the assignee and the State of
NSW will execute an agreement upon the same terms as this Agreement but including
provisions incorporating an obligation upon the assignee to comply with any conditions
imposed under Clause 31.3 or the provisions of Clause 30 as obligations under the
agreement (and it is agreed that non-compliance with the conditions or provisions will be a
material breach for the purposes of Clause 28.2).

MINISTER’S APPROVAL FOR AN ASSIGNMENT

31.1

State Forests must consider any application requesting an assignment of the whole or part of
this Agreement and recommend to the Minister the action that the Minister should take on
the application. The Minister will have regard to any recommendation of State Forests but
is not bound by any recommendation. '

Wood Supply Agreement ~ Allen Taylor & Co Limited,

Duncans Holdings Limited Page 28




31.2 The Minister may determine an application requesting an assignment of the whole or part of
this Agreement by granting the application (either unconditionally or subject to conditions
of the kind set out in Clause 31.3) or by refusing the application. An application may only
be refused on the following grounds:

31.2.1 the proposed assignee fails to satisfy such Value Adding Criteria as have been
adopted from time to time by the Minister;

31.2.2 such grounds as may be prescribed by regulations under the Act;

31.2.3 such grounds as the Minister considers relevant having regard to the need to
promote a competitive timber industry and to prevent misuse of market power; or

31.2.4 at the time the application is made the Companies or either of them has committed a
material breach which has not been remedied or rectified including without
limitation any failure to make payment to State Forests as required under Clause 20
of this Agreement.

31.3  The Minister may impose (without limitation) the following kinds of conditions on an
application requesting an assignment of the whole or part of this Agreement:

31.3.1 acondition requiring the proposed assignee to take action to comply with or satisfy
Value Adding Criteria as have been adopted by the Minister;

31.3.2 a condition requiring proposed assignee to prepare, and submit to the Minister; a
business plan (‘designated business plan’) setting out the Companies’ or any
assignee’s policies, practices and procedures for the implementation or maintenance
of any Value Adding Criteria;

31.3.3 acondition requiring the Companies or any assignee to furnish to the Minister (at
the times and for the periods as the Minister may decide) information the Minister
may require to enable the Minister to determine whether or not the Companies or the
assignee has satisfied or is complying with any Value Adding Criteria or is
conducting its business in accordance with a designated business plan; and

k4 31.3.4 inthe event the Companies or either of them has committed a material breach
which has not been remedied or rectified including without limitation any failure
to make payment to State Forests as required under Clause 20 of this Agreement, a
condition requiring any assignee to undertake the rectification or remediation of
the material breach including the payment in full of any accrued debts due and
owing to State Forests.

32. ASSESSMENT OF VALUE ADDED PERFORMANCE

32.1 The Companies must during the term of this Agreement meet the Value Adding Criteria for
the forestry industry as have been adopted by the Minister from time to time and of which
the Companies have received reasonable notice in order to meet the Value Adding Criteria.

32.2 Ifrequested by State Forests at any time after the Effective Date, the Companies must
submit to State Forests all records, information and data necessary to enable State Forests to
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33.

34.

35.

assess whether the Companies have satisfied the Value Adding Criteria as have been
adopted by the Minister. The Companies must afford State Forests all reasonable assistance
and must provide all further details as may be reasonably required by State Forests.

VARIATION

33.1 This Agreement comprises the entire understanding of the parties and the State of NSW in
relation to the matters referred to herein.

33.2 None of the provisions of this Agreement may be varied, waived, discharged or released
either at law or in equity, unless by the express consent of the parties and the State of NSW
in writing.

INTEREST

In the event that the Companies fail to pay any money due to State Forests when required to do so
by this Agreement, interest will accrue on all unpaid money from the date of default until payment
in full at the rate of interest per annum for the time being payable under Schedule J of the Supreme
Court Rules (NSW).

NOTICE

-

35.1 Any notice required to be served under this Agreement:

(@
(b)

(c}

(d)

(e)

must be in writing;

must, subject to Clause 35.3, be served;

®

(i1)

in the case of the Companies:
Executive General Manager,

Boral Timber Group

89 St Hilliers Rd, Auburn NSW 2144
PO Box 6026 Silverwater NSW 2128
Ph 02 9735 5500, fax 02 9748 6131

in the case of State Forests:

General Manager, Marketing

State Forests of NSW :
Building 2, 423 Pennant Hills Rd

Locked Bag 23, Pennant Hills NSW 2120

must be signed by the party serving the notice or (on its behalf) by the solicitor for,
or by any attorney, director, secretary, or authorised agent of, that party;

must be delivered or posted by prepaid post to the address, or sent by fax to the
number, of-the addressee, in accordance with clauses 35.1(b) and 35.3; and

will be deemed to be received by the addressee:
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36.

3.

38.

(i) {in the case of prepaid post) on the third business day after the date of posting
to an address within Australia, and on the fifth business day after the date of
posting to an address outside Australia;

(i1)  (in the case of fax) at the local time (in the place of receipt of that fax) which
then equates to the time at which that fax is sent as shown on the transmission
report which is produced by the machine from which that fax is sent and
which confirms transmission of that fax in its entirety, unless that local time is
a non business day, or is after 5.00 pm on a business day, whegn that notice will
be deemed to be received at 9.00 am on the next business day; and

(ii1) (in the case of delivery by hand) on delivery, unless that delivery is made on a
non business day, or after 5.00 pm on a business day, when that notice will be
deemed to be received at 9.00 am on the next business day.

35.2 In this Clause 35, 'business day' means any day other than a Saturday, Sunday or public
boliday in the place of receipt of the relevant notice

35.3 The parties may change the address for service of notice from time to time by notice in
writing to the other party.
GOVERNING LAW

This Agreement is governed by the laws of New South Wales and the parties agree to the
Jurisdiction of the Courts of New South Wales. '

SEVERABILITY
If any provisions of this Agreement are held to be invalid, illegal or unenforceable by a Court or

other tribunal of competent jurisdiction, the validity, legality and enforceability of the remaining
provisions will not in any way be affected or impaired thereby.

GENERAL

. A party terminating this Agreement as a result of a failure or default of the other party may only

claim damages for any loss resulting from the failure or default if the claim for damages is not
excluded under this Agreement.
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39. CONFIDENTIALITY
No party will disclose the contents or terms of this Agreement or any information or documents
received by it in connection with the negotiation of this Agreement or pursuant to the provisions of
this Agreement without the prior written consent of the other parties, except to the extent that:
39.1 the information is available to the public generally;
39.2 that party is required to make the disclosure by law or to make any filing, recording or
registration required by law including without limitation any disclosure required by the

listing rules of the Australian stock exchange;

39.3 the disclosure is necessary or advisable for the purpose of obtaining any consent,
authorization, approval or licence from any public body or authority;

39.4 itis necessary that the disclosure be made to any taxation or fiscal authority;
39.5 the disclosure is made on a confidential basis to:
39.5.1 the professional advisers of that party (including any industry association) for the
purpose of obtaining advice in relation to this Agreement or the enforcement of this
Agreement or otherwise for the purpose of consulting those professional advisers; or

39.5.2 any financier to the Companies or Boral; or

39.5.3 any prospective purchaser of the Companies or of any of their assets or
undertakings; or

39.6 the disclosure is required or desirable to be made in pursuance of any procedure for
discovery of documents and any proceedings before any court, tribunal or regulatory body.
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IN WITNESS whereof the parties hereto have executed this Agreement as a deed the day and year first
hereinbefore written.

(position)
have hereunto affixed the
Seal of the FORESTRY COMMISSION
OF NEW SOUTH WAL
in the presence of:

..........................................

(N ‘%\.5\03_

Secretary

THE COMMON SEAL of ALLEN
TAYLOR & CO LIMITED

was hereunto affixed in accordance
with its_Articles of Association in the

Director

Secretary

. THE COMMON SEAL of DUNCANS
HOLDINGS LIMITED
was hereunto affixed in accordance
with its Articles of Association in the
presence of:

4 DUNCAN'S »‘
HOLDINGS

P .
o T e
.T\
5
A,

Director

Secretary

SIGNED SEALED AND DELIVERED
by THE HONOURABLE

CRAIG KNOWLES Minister for
Infrastructure and Planning and
Minister for Natural Resources

in and for the State of New South Wales
for and on behalf of the Crown (but not

so as to incur any personal liability) in the
presence of:

i T S S NV e

Tor Natural Resources

Wooed Supply Agreamant — Allen Taylor & Co Limited,
Duncans Holdings Limited Page 33




SCHEDULE 1
Specifications

A

This schedule sets out the specification for Quota Quality Logs in Wingham, Urunga Coastal, Urunga Upriver, Wauchope
Coastal, Wauchope Inland, Wauchope Upriver, Doyles, Carrai, Lower Creek and Kempsey Price Zones.

SPECIES
All species of the genera Eucalyptus, Corymbia, Lophostemon, Syncarpia suitable for sawmilling and meeting the specifications
for size and defect set cut hereunder.

MINIMUM LOG SIZE

Centre Diameter Under Bark (CDUB): 40 centimetres
Small End Diameter Under Bark (SEDUB): 30 centimetres
Large end Diameter Under Bark (LEDUB}: 41 centimetres
Length: 2.6 metres ‘

The measurement of defect for the purpose of calculating the maximum defect % will be in accordance with the Hardwood
Log Measurement Manual .

MAXTMUM DEFECT BY LOG DIAMETER

Log ) Minimum Net Maximum _ Maximum Minimum Net Maximum
Diameter M_axlmum Wood Thickness Defecl_% Log Diameter Pipe Wood I?efect»
(cm) Pipe (cm) (cm) (Including {cm) (cm) Thickness % (Including
Length Allow.) (ctn) Length Allow.)

<26 Nil (12} 25 92 58 {17 T 64
26 2 (12) 25 94 60 (7 . 64
28 4 {12) 27 96 62 (17 .65
30 6 (12) 29 98 64 (17) 65
100 64 (18 65
32 8 (12) 3 _ 102 66 {18) 65
34 10 (12) 33 104 68 (18) 65
36 12 (12) 36 106 68 (19 65
38 14 (12) 38 108 70 (19) 65
40 16 (12) 40 : 110 72 (19) 66
42 18 (12) 43 112 74 (19) 66
. 20 (12) 45 114 74 (20} 66
46 22 (12) 47 116 76 {20) 60
48 24 . (12) 49 il8 78 (20) 67
50 26 (12) 5t 120 80 (20) 67
52 28 (12) 53 122 80 (21} 67
54 30 {12) 54 124 82 (21) 67
56 32 {12} 56 126 84 (21) 67
58 34 (1) 58 128 84 (22) 67
60 36 (12) 59 130 86 (22) 67
62 38 (12) 60 132 88 {22) 67
64 38 (13) 60 134 90 {22} 67
06 40 (13) 60 136 90 (23) 67
68 42 (13) 60 138 92 (23) 67
70 42 (14) 60 140 94 (23) 68
72 44 (14) 61 142 94 (24) 68
74 46 (14} 62 144 96 (24) 68
76 48 (14) 62 146 98 {24) 68
78 48 (15} 62 148 100 (24) 68
80 50 {15) 62 150 100 (25) 68
82 52 (15) 63 152 102 (25) 68
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. Maximum . Minimmum Net Maximum
Di Log Maximum Mm:mu{n Net Defect % Log Diameter Max} mom Wood Defect
iameter e Wood Thickness . Pipe : .
(cm) 1pe (cm} (cm) (Including (cm) (cm) Thickness % (Including
Length Allow.} {cm) Length Allow.)

84 54 (15) 63 154 104 (25) 68
86 54 (16) 63 156 104 (26) 68
88 56 (16} 64 158 106 (26) 68
90 58 {16} 64 160 108 (26) 68
180 122 29) 68
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B

This schedule sets out the specification for Quota Quality Logs in Kendall, Coopernook and Taree Price Zones.

SPECIES
All species of the genera Eucalyptus, Corymbia, Lophostemon, Syncarpia suitable for sawmilling and meeting the specifications
for size and defect set out hereunder.

MINIMUM LOG SIZE

Small End Diameter Under Bark (SEDURB): 25 centimetres

Large end Diameter Under Bark (LEDUB): 41 centimetres for logs equal to or greater than 40 centimetres CDUB and 29
centimetres for logs less than 40 centimetres CDUB.

Length: 2.6 metres for logs equal to or greater than 40 centimetres CDUB and 4.2 metres for logs less than 40 centimetres
CDUB.

Length Deductions for logs less than 40 centimetres CDUR:

*All logs less than 40cm CDUB shall have a maximum of one allowable length defect within the 3.6 metres at the head.
*Except for the above 3.6m at the head, at any other point on the Jog, at least two thirds of the circumference shall be free of
length defect. The rule about there being 2 minimum of 2.4m between separate length defects still applies (otherwise, the separate
faults are counted as the one length defect, as previously). '

*A limb is defined as being at least 10cm in diameter, as measured between the actual sides of the imb itself (as distinct from
surrounding distorted wood), across its narrowest point when cut flush with the log surface.

The measuremnent of defect for the purpose of calculating the maximum defect % will be in accordance with the Hardwood Log
Measurement Manual.

MAXIMUM DEFECT BY LOG DIAMETER

Log . Minimum Net Maximum Log Maximum Minimum Net Maximum Defect
, Maximum . Defect % . . . j
Dimmeter Pipe (cm) Wood Thickness (Inchuding Diameter Pipe _ Wood % (Including

(em) (cm) Length Allow.) {cin) (cm) Thickness {(cm) l.<:n£}lv Allow,)

<26 Nil (12} 25 92 58 (17} 54
26 2 . (12) 25 34 60 {17) B4

28 4 (12) 27 96 62 (17) 65"
30 [ {12) 29 98 64 {17} 655
100 64 {18) 65
32 8 (12) 31 102 66 (18) B85
34 10 (12) 33 104 68 (18} . 65
36 12 (12) 36 106 68 {19) 65
38 14 - (12) 38 108 70 {19) 65
40 16 (12) 40 110 72 (19) 66
42 18 (12} 43 112 74 {19) 66
'+ 44 20 {12} 45 114 74 (20} 66
46 22 {12) 47 116 76 (20) 66
48 24 {12) 49 , 118 78 (20) &7
50 26 (12) 51 120 B0 (20) 67
52 28 (12) 53 122 80 (21) &7
54 30 (12) 54 124 az {21) 67
56 32 {12} 56 126 84 (21) &7
58 34 {12) 58 128 84 (22) 67
&0 36 (12) 59 130 86 (22) 67
62 38 (12) 60 132 88 (22) 67
64 3s (13) €0 134 90 (22) 67
66 40 (13) 60 136 50 (23) &7
68 42 (13) 60 138 92 (23) 67
70 42 {14} 60 140 © 94 {23) 68
72 44 {14). 61 142 94 (24) 68
74 46 {14) 62 144 96 {24} 68
76 48 {14) 62 146 98 (24) 68
78 48 {15) 62 148 100 {24) 68
80 50 {15) 62 150 100 (25) 68
82 52 (15} 63 152 102 (25) 68
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Log . Minimum Net Maximom Log Maximuin Minimum Net Maximum Defect

. Maxirmnum R Defect % . . |
Diameter Pipe (cm) Waod Thickness (Inchuding Diameter Pipe . Wood % {(Including

{cm) {cm) Length Allow.) {cm) {cm) Thickness (¢cm) Length Allow.}

84 54 {15) 63 154 104 {25) 68

86 54 (18) 63 156 104 (26) &8

a8 56 (16) 64 158 106 {26) 68

S0 58 (16} 64 160 108 {26) 68

o
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C

This schedule sets out the specification for Quota Quality Logs in Gloucester East, Boonabilla, Morisset, Bulahdelah and
Putty Price Zones.

SPECIES
All species of the genera Eucalypmus, Corymbia, Lophostemon, Syncarpia suitable for sawnilling and meeting the specifications
for size and defect set out hereunder.

MINIMUM LOG SIZE

Centre Diameter Under Bark (CDUR): 40 centimetres in Gloucester East, Boonabilla, Morisset and Putty Price Zones.

Small End Diameter Under Bark (SEDUB): 30 centimetres in Gloucester East, Boonabilla, Morisset, Bulahdelah and Putty Price
Zones.

Large End Diameter Under Bark (LEDUB): 41 centimetres in Gloucester East, Boonabilia, Morisset and Putty Price Zones.
Length: 2.6 metres in Gloucester East, Boonabilla, Morisset and Putty Price Zones. 2.6 metres for logs greater than or equal to
40 centimetres CDUB and 3.6 meters for logs less than 40 centimetres CDUB in Bulahdelah Price Zone.

The measurement of defect for the purpose of calculating the maximum defect % will be in accordance with the Hardwood Log
Measurement Manual.

MAXIMUM DEFECT BY LOG DIAMETER

Log Maximum Minimum Net Maximum Log Diarneter Maximum | Minimum Net Maximum
Diameter Pipa (cm) " Wood Defect % {cm) Pipe Wood Defect
{cm) Thickness {Including {cm) Thicknass % (Including
{cm) Length Allow.} {cm) Length Allow.

<26 Nil (12) 25 92 58 a7 64
26 2 {12) 25 94 60 {17) 64
28 4 (12) 27 96 62 (17} 65
30 6 (i2y 29 98 64 {17) 65
100 64 {18) 65
32 8 {12} ) 31 102 66 {18) .. 65
34 i0 {12) 33 104 68 {18) . 65
36 12 (12)_ 36 106 68 (i9) 65
38 14 (12} 38 108 70 {19) 65
40 16 (12) 40 110 72 (19 €6
42 18 {12) 43 112 74 {19) 66
44 20 {12) 45 114 74 {20) 66
46 22 (12) a7 116 76 (20) 66
48 24 (12) 49 118 78 {20) 67
50 26 (12) 51 120 80 {20)_ 67
52 28 {12) 53 122 80 {21) 67
54 30 (12) 54 124 82 (21) 67
. 58 32 (i2) 56 126 84 (21} 67
58 34 (12) 58 128 84 (22) 67
60 36 (12) 58 130 86 (22) &7
62 38 12) 60 132 88 (22) 67
B84 38 {13) 60 134 90 (22) 67
66 40 {13) 60 1386 90 (23) 67
68 42 (13) 60 138 92 (23) 67
70 42 (14) 60 140 94 (23) 68
72 44 (14) &1 142 94 (24) 68
74 46 14) 62 144 96 {24) 68
76 48 {14) 62 146 98 {24) 68
78 T {(15) 62 148 100 (24) 68
80 50 (15) 62 150 100 (25) 68
82 52 (15) 63 152 102 (25) 68
84 54 (15) 63 154 104 (25) 68
B6 54 {16) 63 156 104 (26) 68
88 56 {16) 64 158 106 {26) 68
90 58 {16) 64 160 108 (26) 68
180 122 (29) 68
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D

This schedule sets out the specification for Quota Quality Logs in Urbenville, Murwillumbah, Casino, Richmond Range,
Ewingar, Tenterfield Tablelands, Tenterfield Slopes, Glen Innes, Grafton Coastal, Grafton Iniand, Bom Bom, Dorrigo
Central, Dorrigo West, Coffs Harbour, Styx and Walcha Price Zones,

SPECIES

All species of the genera Eucatyptus, Corymbia, Lophostemon, Syncarpia suitable for sawmilling and meeting the specifications

for size and defect set out hereunder.

MINIMUM LOG SIZE
Centre Diameter Under Bark (CDUB): 40 centimetres

Small End Diameter Under Bark (SEDUB): 30 centimetres
Large End Diameter Under Bark (LEDUB): 41 centimetres

Length: 2.6 meires

MAXIMUM DEFECT BY LOG DIAMETER

Log Diameter (Cm) Maximum Pipe (crm) Maximum D“re‘:“'f‘]’wa;‘d“d'"g Length

<20 0 25
20 0 25
22 2 25
2 4 27
2% 6 30
28 8 33
30 10 36
32 12 38
34 12 41
36 16 4
38 18 46 .
40 20 29
02 2 51
44 24 52
46 2 53
48 26 54
50 28 55
52 30 56
54 32 57
56 32 57
58 34 53
60 35 59
62 38 60

64 33 60
66 40 60
68 42 60
70 42 60
72 r 61
74 45 62
76 48 62
78 48 62
30 50 62
82 52 63
34 54 63
86 54 63
88 55 64
90 S8 64
92 58 64
94 = 60 64
9 62 65
93 64 &5
100 64 65
110 7 65
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Log Diameter (Cm) Maximum Pipe (cm) Maximum Defe;tl;% (Including Length
ow.)
120 80 67
130 86 67
140 94 68
150 100 68
160 108 68
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E

This schedule sets out the specification for Small Logs in all Price Zones, except for Bulahdelah, Kendall, Coopernook and

SPECIES

Taree.

All species of the genera Eucalyptus, Corymbia, Lophostemon, Syncarpia suitable for sawmilling and meeting the specifications

for size and defect set out hereunder.

MINIMUM LOG SIZE

Centre Diameter Under Bark (CDUB): 30 centimetres

Length: 3.0 metres

MAXIMUM DEFECT BY LOG PIAMETER

Log or End Diameter (cm) Maximum Pipe (cm) Maximum Deﬁﬁifag;?udlng Length

24 Solid 25

26 Solid 25

28 2 26

30 6 29

32 8 31

34 12 35

36 14 39

38 16 42

40 18 44

42 20 47

44 22 49

46 24 51 .
48 26 51 .
50 26 52
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SCHEDULE 2

165,000 cubic metres of Quota Quality Logs (subject to Clause 6.2)

Supply xm‘;‘: % of Production
Zone (Quota Quality Logs) (Quota Quality Logs)
55,000 2%
95,000 88%
15,000 52%

Wood Supply Agreement — Allen Taylor & Co Limfted,
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SCHEDULE 3

Plan of:

Supply Zones 1-6 inclusive;
Management Areas;
and
Price Zones
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SCHEDULE 4

State Forests’ Code of Procedure
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CONTRACTOR CODE OF PROCEDURE ~ NATIVE FOREST MiLt DOOR SALES

1. Section 1: Measuring and Marking of Log Products

1.1  Measuring of Log Products

1.1.1 Volume Sales

The Harvesting Contractor must ensure that Log Products which are sold by volume are measured in

accordance with Table 1.

Table 1 : Log Measurement

ProDUCT

LENGTH

DIAMETER

Quota, smalls, veneer, and
salvage {where soid by volume)

Actual tength in decimetres
rounded down to the next
whole decimetre

Centre diameter underbark to
the backward centimetre

Standard poles

Nominal length in decimetres’

rounded down to multiple of 15
decimetres

Groundline diamster underbark -
in millimetres

oy

Piles and girders

Actual length in decimetres
rounded down to the next
whole decimetre

Toe diameter underbark in'
millimetres

Export poles

Nominal length in decimetres

Groundline diameter underbark
in millimetres

1.1.2 Weight Sales

» Salvage logs (except when sold by volume) and pulpwood are the only products sold by

weight. Weight sales are sold using either weighbridge or truck scale measurements.
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CONTRACTOR CODE OF PROCEDURE — NATIVE FOREST MILL DOOR SALES

1.2 Marking of Log Products

1.2.1 Log Product Code

The Harvesting Contractor must ensure that all logs are marked on one end using paint or
crayon with the appropriate log product code in accordance with Table 2.

Table 2: Log Product Code

ProDuUCY CoODE
Quota 0]
Veneer o
Face Veneer F
Poles P
Piles |
Export Poles E
Girders G N
Graded Smalls/Thinnings T .
Sleeper S
Salvage Y4
Dot
Pulpwood .
If >25ems Butt Diameter

In special cases, quota and small logs of individual species may be downgraded in some
Price Zones where the net wood quality of the significant majority of logs is below that

. normally expected of that species.

s

Downgrading can only take place with State Forests prior approval and is Price Zone
specific.

Downgraded logs are still graded as the same log product but to distinguish them, are
marked with a “D”. Downgraded logs should be marked with a “D” before the relevant
product code, ie “DO” for downgraded quota and “DT” for downgraded small logs.
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CONTRACTOR CODE OF PROCEDURE — NATIVE FOREST MIL.L DOOR SALES

1.2.2 Species Code

The Harvesting Contractor must ensure that the species code is branded on logs in

accordance with Table 3.

Table 3 : Species Code

SPECIES CODE DELIVERY DOCKET SYMBOL SPECIES
1 1BK Ironbark
2 TWD Tallowwood
3 GBX Grey Box
4 BG Blue Gum
5 STS Silvertop Stringybark
6 SG Spotted Gum
7 NEB New England Blackbutt
8 BBT Blackbutt
g RM Red Mahogany
10 MM Messmate
11 FAS Fastigata
12 ViM Viminalis
13 DHS Diehard Stringybark
14 . BBX Brushbox
15 TRP Turpentine
16 GG Grey Gum
17 Wiv White Mahogany
18 WS White Stringybark
19 FG Fiooded Gum
20 RG Forest Red Gum
: 21 RLG Round Leaf Gum (Euc. deansi)
22 NOT TO BE USED
23 BLW Bloodwood
24 BLs Blue Leaf Stringybark
25 PEP Peppermint
26 aBX Whitetopped box
27 RUM Steel Box
28 SBA Smoothbark Apple
29 SCG Scribbly Gum
30 WG White Gum (Euc. Dunnii)
K| YBX Yeallow Box
32 GMM Gympie Messmate
33 SM Swamp Mahogany
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CONTRACTOR CODE OF PROCEDURE — NATIVE FOREST MILL DOOR SALES

1.2.3 Log Branding

The Harvesting Contractor must ensure that all log products are branded in accordance with

Table 4 below:

Table 4 : Log Branding

SALE BY VOLUME SALE BY WEIGHT
ITEM TO BE Salvage Salvage
BRANDED All duct Pulpwood
pro s Native Forest Plantation pwo
Length Yes Not Required Not Required Not Required
Yes
Diameter Not on export Not Required Not Required Not Required
poles
Not required for logs | Not required unless Not Required
. <25cms butt species is different .
Species Code Yes diameter and not for | from that recorded Unless requ;rec}
BBT in MNC on docket by customer
Compartment . , i
Number Yes Not Required Not Required Not Reqmred‘
Yes Yes Yes
Log Graders Id Yes Except for logs < Except for logs <
25;;353{10&:%2; r 25cm butt diameter 25cm butt
diameter

Note that all logs, irrespective of quality and sales method (except for salvage logs and
» pulpwood sold by weight with a butt diameter < 25cms as indicated in Table 4) must be

branded with the identification number of the log grader.
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CONTRACTOR CODE OF PROCEDURE — NATIVE FOREST MILL DOOR SALES

1.2.4 Loa Marking Format

The Harvesting Contractor must ensure that logs are branded on one end in the format

shown in Figure 1 below. The Product code may be placed around or over the branded
items.

Figure 1 - Log Marking Format

Species . Species

Length X Diameter .éompadment No.

Compan‘mentNo o

" Grader ID.
Grader ID. ’ '

Saie by volume Sale by weight (**)

** Balvage logs and pulpwood sold by weight with a butt diameter < 25cms as indicated in
Table 2 only requires the product code except where a customer requires the species code.

Where a log is multi-graded, ie two products in the one log, both sets of measurements
including the product code are to be marked on the same end of the log.

Figure 2 - Log Marking Format — Multi-graded Logs

Species
Length X Diameter

Length X Diameter

Compartment No.
‘Grader D~
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CONTRACTOR CODE OF PROCEDURE — NATIVE FOREST MILL DOOR SALES

Section 2: Delivery Dockets

2.1 Issue of Delivery Dockets

Delivery Dockets will be supplied by State Forests at State Forests' cost. Dockets will be
printed in quadruplicate and will be sequentially numbered.

State Forests will issue Delivery Docket books to the Harvesting Contractor in a sequential
series of books.

The Harvesting Contractor is responsible for ensuring that sufficient stocks of Delivery
Docket books are maintained and allocated in a sequential manner.

In the event o{f a Delivery Docket book that has been commenced not being used for one
calendar month, the Harvesting Contractor must submit to State Forests a nil return by
marking “Nil Return” on the next available Delivery Docket.

The Harvesting Contractor must ensure that Delivery Docket books and Delivery Dockets are
maintained in safe locations, kept in good condition and available for inspection by State
Forests at all times. :

The Quadruplicate copy of the completed Delivery Docket must be retained by’ fhe
Harvesting Contractor.

In the event of a partly used docket book being misplaced or destroyed, the Harvesting
Contractor must submit a written declaration to State Forests stating the number of
completed Delivery Dockets involved and, where known, any information confained thereon.

In the event of an individual docket being misplaced, cancelled or destroyed, prior to being
picked up from the loading site by the Haulage Contractor, the Harvesting Contractor must

" submit a written declaration to State Forests staling the number of the Delivery Docket and

any information contained there on.

a
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CONTRACTOR CODE OF PROCEDURE — NATIVE FORESTMILL DOOR SALES

2.2 Completion of Delivery Dockets

The Haulage Contractor must ensure that, prior to departure from the Loading Site, the
following details are completed on the Delivery Docket:

i) Customer/Location

iy  Date
i)  Time
iv)  Region

v)  State forest

vi)  Harvesting Pian No

vii} Age Class (where relevant)
viil) Compartment

ix)  Stack (where relevant)

. X}  Operation Type

xi)  Product
xii) Grade
xiii)y Length (where relevant)
xiv) Diameter (where relevant)
xv) Count
xvi) Harvest, Load and Haulage Contractor
xvii) Truck & Trailer Registration Number ey
xviii) Truck Type ' ;
xix) Name of Truck Driver and Log Grader,
xx) Gross, Tare and Net Weight (where weight sales are by truck scales) Tare
weight will be predetermined at the commencement of each quarter on the
basis of a certified weighbridge).

Where logs are to be accounted for by volume, the following additional details must be
recorded for each log on the load:

> Length
Diameter (refer to Table 1)

>
- »  Species Code (refer to Table 3)
»

Product Code (refer to Table 4)

In the case of non-standard export poles, the length, the number of poles of that length and
the product code must be entered on the Delivery Docket.

2.3 Delivery Docket Distribution

The Haulage Contractor is responsible for picking up completed Original, Duplicate and
Triplicate copies of Delivery Dockets from the Loading Site and distributing them in the
following manner:

ORIGINAL ~ The Original copy must be forwarded to State Forests' Regional

Office; -

»  within one working day of the end of each week (ie close of business
Monday uniess a public holiday),

> within one working day of the end of each calendar month.

Page 7




CONTRACTOR CODE OF PROCEDURE — NATIVE FOREST MILL DOOR SALES

> In lieu of the above, where requested by State Forests, a facsimile or
scanned copy must be forwarded to State Forests' Regional Office
within:

> one working day of the end of each week {Close of business Monday
unless public holidays apply); and

> one working day of the last day of each Calendar Month.

>  Where facsimile or faxed copies are requested by State Forests, the
original must be forwarded by mail and postmarked on the same day.

DUPLICATE - The Duplicate copy must be retained by the Customer (eg.
sawmilier);

TRIPLICATE - The Triplicate marked Haulage Contractor copy must be
retained by the Haulage Contractor;

The Quadruplicate marked Harvesting Contractor copy, must be retained by the Harvesting
Contractor.

In the event of individual dockets being misplaced or destroyed after being picked up from
the Loading Site, the Haulage Contractor must submit a written statutory declaration to State
Forests stating the number of the Delivery Docket involved and, where known, any
information contained there on. .o

1

2.4 Customer Receipt of Delivery

Upon delivery of a load of logs at the Delivery Site the Haulage Contractor's driver must
arrange for the Delivery Docket to be signed, dated and marked with the time of delivery by
the Company’'s representative. This signature will verify the load was received and that the
Gross Weight {(where relevant) has been verified.

2.5 Multiple Drops

_Where a lpad is to be delivered to more than one destination (multiple drop) a separate

docket must be completed for each customer. Prior to leaving the Loading Site, an approval
for the double drop must be obtained from a State Forests Officer and the approval number
written at the top of the of the each Delivery Bocket.

2.6 Docket Errors

In the case of an error being made on the Delivery Docket, and the error is identified prior to
delivery to the Delivery Site, mistakes must be crossed out and corrected with all changes
initialled by the truck driver.

In the event of a Delivery Docket errar (other than errors relating {o log grade) being
identified at the Delivery Site prior to the truck which delivered the load departing the site, the
necessary amendment must be made on the Delivery Docket and such changes initialled by
the Company's representatiye and the truck driver.

Errors relating to log grade are to be treated as a disputed log as these changes can only be
made by a State Forests Officer — refer to Section 4.

Page 8



CONTRACTOR CODE OF PROCEDURE — NATIVE FOREST MiLL DOOR SALES

2.7 Delivery outside of normal delivery hours

On the occasions where a mill representative is not available when the load is delivered and
where specific arrangements have been made for delivery outside of normal delivery hours,
the Haulage Contractor may unload the timber and leave the duplicate copy of the Delivery
Docket at a predetermined location.

These loads must be placed separately from other loads and clearly marked by the Haulage
Contractor with the docket number, so as to enable its identification by a Company
representative.

All details of the Delivery Docket will be completed by the Haulage Contractor except for the
sign_ature of the Company representative.

By no later than the 3.00 pm on the first working day following delivery, a Company
representative will sign the mill copy of the Delivery Docket and fax it to the relevant Haulage
Contractor. The Haulage Contractor will then be responsible for attaching the signed faxed
copy, to the original Delivery Docket and forwarding it to State Forests,

2.8 Audit Procedures

State Forests will, from time to time, undertake random sample checks of the followin
nature: .

»  checks of Delivery Dockets for correctness/completeness and check-measures of log
dimensions either at the Loading Site, enroute to the sawmill or in the mill yard;

» random observation checks of registration numbers of loaded log trucks for
reconciliation with submitted Delivery Dockets.

The Haulage Contractor will, from time to time, undertake random sample checks of Delivery

Dockets for correctness/completeness enroute to the sawmill or in the mill yard and submit
these to State Forests as the basis of performance monitoring.
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CONTRACTOR CODE OF PROCEDURE — NATIVE FOREST MILL DOOR SALES

Section 3: Sale by Weight

3.1 Sale by Weight Using Truck Scales

Where logs are to be accounted for by weight as measured by truck scales, the following
procedure must be followed:

3.1.1 Tare Weight

The tare weight of each truck/trailer combination delivering logs using the truck scale system
will be calculated by State Forests from tare weight cerlificates provided by the Haulage
Contractor. The tare weight certificates must be obtained from a weighbridge, which has
current certification by the NSW Department of Fair Trading in the presence of a State
Forests Officer.

Haulage Contractors must submit tare weight certificates to State Forests before
commencing delivery and at quarterly intervals throughout the year. Tare weight cerificates
are to clearly identify the truck and trailer combination by make, model, registration number
and or serial no. of each unit. Any changes to truck / trailer configurations will necessitate
the obtaining of a new tare certificate.

Tare weights are to be measured using the normal running truck and trailer configuration (ie
all bolsters, spare tyres and chains), full tank of fuel and driver in the cabin. At the time of
weighing the fuel capacity of the truck fuel tanks will be identified and agreed to with
SFNSW. Amended tare weights for each truck/trailer combination will be calculated using a
specific density conversion factor of diesel fuel, to reczlculate the tare weight of the truck with
fuel tanks at 50% capacity. The amended tare weight will be used for all Delivery Docket
entries. :

SFNSW will affix a sticker to the truck dashboard, identifying the truck/trailer combination and
the tare weight to be used on Delivery Dockets.

. 3.1.2 Routine Weighing

Prior 1o the departure from the Loading Site each truckioad of logs shall have‘the relevant
details including the source of the logs recorded on a Delivery Docket. In addition the tare
weight of the truck shali be recorded on the Delivery Docket.

The truck, following loading at the dump, is required to stop at the next available level and
firm site, so that the gross weight can be determined. The time required before an accurate
gross weight can be determined from the truck scales varies but generally is advised to be
5 minutes. :

The gross weight and the calculated net weight shall then be recorded on the Delivery
Docket. The site on which the gross weight is determined must be within 1Km of the log
dump, unless atherwise negotiated with a State Forests Officer.

-

On arrival at the customerfiocation and prior to the commencement of unloading, the truck
driver must request the Company to verify the gross weight recorded on the delivery docket
by comparing it to that shown on the truck scales.
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CONTRACTOR CODE OF PROCEDURE — NATIVE FOREST MILL DOOR SALES

If the difference between the gross weight recorded on the Delivery Docket and the gross
weight shown on the fruck scales at the Delivery Site js greater than one percent (of the
gross weight recorded on the Delivery Docket), the gross weight shown at the Delivery Site
shall be recorded on the Delivery Docket. The initial gross weight recorded in the forest shall
be deleted.

Any change to the gross weight resulting from the verification at the Delivery Site in
accordance with the above will require the resultant net weight to be altered. Any such
changes to the gross weight and net weight must be initialied by both the truck driver and a
Company representative.

Where a full load of one product is not available the load may be made up with another Log
Product. In this case an interim gross weight is recorded after the first product has been
loaded and the final gross weight after both products have been loaded. Both the gross
weights and the net weights of each product must be clearly indicated on separate Delivery
Dockets. No more than two Log Products per load may be carried.

If one product is sold by log volume rather than weight, the measurements of each log of that

product is to be recorded on a separate delivery docket.
3.1.3 Verification of Truck Scales and Audit Procedures

The Haulage Contractor must ensure that each truck obtains a weighbridge docket to vérify
the Gross Weight of one load each month. The weighbridge docket is to be attached to the
original copy of the Delivery Docket. '

Truck scale weights as read at the weighbridge which are inconsistent with weighbridge
recordings for gross weight by more than one percent must have weighbridge dockets
attached to the Delivery Docket of every subsequent load until the required level of accuracy
is obtained.

In the event that the truck scales are not verified to be within one percent of the weighbridge
reading the gross weight recorded by the weighbridge will be used for accounting purposes.

+ Otherwise the weights recorded on the Delivery Docket will be used.

Where a full load of one product is not.-available, the load may be made up with another Log
Product. In this case, an interim gross weight is recorded after the first product has been
loaded and the final gross weight after both products have been loaded. Both the gross
weights and the net weights of each product must be clearly indicated on separate Delivery
Dockets. No more than two Log Products per load may be carried.

If one product is sold by log volume rather than weight, the measurements of each log of that
product are to be recorded on a separate Delivery Docket,

State Forests may direct any load to be checked on a certified weighbridge at any time.
Where the variation in gross weight as measured by truck scales and as measured by public
weighbridge exceeds +/- 1%, the certified weighbridge measurement will be accepted and
the weighbridge docket attached to the original copy of the Delivery Docket for forwarding to
State Forests by the Haulage Contractor.
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CONTRACTOR CODE OF PROCEDURE — NATIVE FOREST MiLL DOOR SALES

3.1.4 Inoperable Truck Scales

If truck scales become inoperable or inaccurate, alternate methods of accounting for the load
will be made beiween State Forests and the Haulage Contractor.

Alternate methods of accounting may include weighbridge measure or log volume measure.
3.2 Sale by Weight Using Weighbridges

The gross weight of the truck, trailer and load is to be recorded on an approved printed
docket on arrival at the Delivery Site.

The tare weight of the truck and the frailer and the net weight of the load is to be printed on
the docket referred to above following the unloading of the truck. The tare weight, gross
weight and net weight are to be recorded on the Delivery Docket and a copy of the
weighbridge docket is to be attached to the original copy of the Delivery Docket.
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CONTRACTOR CODE OF PROCEDURE - NATIVE FOREST Mitt DOOR SALES

Section 4: Disputed Logs

4.1

4.2

4.4

4.5

4.6

4.7

Table 5 - Disputed log actions

A disputed log is a log where the Company disagrees with either the log details or the
grade of the whole or part of the log. A log may also become a disputed log if the log
details are entered on the docket in error and this was not detected and corrected prior
to the Haulage Contractor leaving the Delivery Site.

The Company, if disagreeing with the log details or the grade, must notify State Forests
of the disputed log within five (5) business days of the delivery of the log.

A State Forests Officer will inspect the log within five (5) working days of being
notified.

Where the State Forests Officer determines that the disputed timber fails to meet the
Specifications and a change to log details is required, action as determined in Table 5
will occur.

Where the State Forests Officer determines that the disputed timber fails to meet the
Specifications and the customer refuses to accept the log, State Forests will request
the Harvesting contractor to arrange for the log to be picked up and delivered to an
alternative delivery site.  Where this is not practical, State Forests will make those
arrangements. Any logs so redirected will require a new Delivery Docket to cover the
delivery as set out in this Code. The action required is set out in Table 5.

Any dispute over a decision made by a State Forests Officer regarding disputed logs,
should be referred to the Log Supply Manager whose decision shall be final.

DoCKET OR LOG GRADING ISSUES ACTIONS
EOLES| 2| % (<€ |.B
g E& o] g8 |5% |58
=2 @ -, he R a1 3
B 8o £ 3 cc5|lelds
N @ 29 £ 2 S20lE5 %
Problem Details 52| <3 4 o |Zcl8|5=8
ES lsf) 3| & |8%5|855
E Tz g o o 9E8|8¢c8
3 o2 5 5 |gg |&E
s | kS| B | E 8
o 06 8 a
Log measurement information incormrect Yes Yes Yes
Docket Load weight information incorrect Yes Yes Yes
Logs incarrectly tallied Yes Yes Yeos
Log Branding |Incorect branding Yes Yes Yes
. Change grade or reject Yas Yes Yes
Regradmg Re-servicing Yas Yes Yas
Redirected following regrading Yes Yes Yas Yes Yes
Redirection |Delivery to incomect location by haulier Yes Yes Yes
Rejects loaded and delivered by haulier Yes Yes Yas Yes Yes
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CONTRACTOR CODE OF PROCEDURE — NATIVE FOREST MitlL DOOR SALES

Section 5: Definition of Terms

Customer

Delivery Docket

State Forests
Loading Site

Log Supply Manager
State Forests Officer

Harvesting Contractor OR
Haulage Contractor

Means the principle of a sawmill or other
processing plant to which the log products entered
upon a Delivery Docket are to be delivered

Means a sequentially numbered docket for
recording the details of each truck load of logs as
set out in Clause 1.3

Means the State Forest Regional Office of the
Region from which the load was obiained.

Means the point from which log product is loaded
onto a haulage vehicle

Means the person responsible for the log supply to
customers in each region

Means an employee of State Forests

Means the Contractor referred to in the Harvesting

Agreement or Haulage Agreement to which this
Code is appended :
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SCHEDULE 5

Price Schedule

Wood Supply Agreement — Allen Taylor & Co Limited,
Duncans Holdings Limited




Bom Bom Price Zane

SCHEDULE §

Stumpage Price Schedule
To 30 September 2003

Coffs Harbour Price Zone

Stumpsge prices in Australian dollars per cubie metro, for speclilc centre diameter Slumpage pricas [n A Ifan dollaes per cuble matrs, for specific contre di
undarbark slze classas, axclusiva of the Goode end Sorvices Tax and oxclusive of Dolivary claswos, axclusive of tha Gaods and Barvices Tax and oxciusivp of Delivory Charpas, \o apply until 30
Chargos, to apply until 30 Seplembar 2003 Septomber 2003
Species 25-29cm  30-31cm _32-33cm 34-35cm  36-37cm _ 38-3%9cm  40-49cm  50-69¢m  70+Ccm Specics 25-29¢m  30-fcm  32-33cm_ 34-35cm  36-37em  38-3%cm
iBlacikbutt 3 Alackbui $
Blue Gum 5 Brush Box 3
Diehacd Stringybark ¢ $ Biue GuM $
Flooded Gum 3 Bloadwoad $
Grey Box - Dlghard Sidngybark | $
Grey Gum 3 Flapdad Gum H
(ronbark 3 Grey Box $
Forest Redgurn 3 Gray Gum $
Messmale § tronbark 3
Red Mahogany $ Messmais 3
{Spotted Gum $ New England BBT | §
Siventop Stringybark| § Red Mahogany $
Talowwoad $ Smooth Bark Appls | §
White Mahogany $ Spotted Gum 3
Whits Stingybark | $ Silvarlop Slringybark | $
Turpaniing $
Talowwood $
Viminalls $
White Gum 3
'White Mahogany $
Mm

Prepared by State Forests ol NSW




SCHEDULE &
Stumpage Price Scheduls
To 30 Septembor 2003

Casinc Coastal Price Zone Darrlga Wast Price Zone

Stumpaga prices in Australian dollara par cuble matre, for specliic cantre diameter underbark size Stumpage prices in Australtan doilars per cublc meire, for specific centra diameter undorbark size

Iciasses, exclusive of the Goods and Servicos Tax and exclusive of Detlvery Charges, to apply until 30 classes, exclusive of the Goods and Services Tax and oxclusive ot Dalivory Charges, to opply unill 30

Soptamhber 2003 Soptembor 2003
Species 25-29cm  30-3tcm  32-33¢m_ 34-35cm __ 36-37cm _38-39cm 40-49cm  50-69cm 70+em Species 25-29cm  30-3Mem  32-33cm  34-35cm  36-37cm  38-3%cm 40-49cm  50-69em 70+cm
Slackbut - Blackbuit $
Brush Box $ Brush Box N
Blue Gum $ Blue Gum 3
Bloodwood $ Blaodwocd $
Flooded Gum $ Dishard Stringybark s
Gray Box $ Fastigata $
Grey Gum $ Flooded Gum $
tronbark $ Gray Box $
Forest Radgum $ Gray Gum 3
New England B8BT | $§ Ironbark $
Rad Mahogany $ Messmals $
Aed Stingybark 3 New England BBT $
Scribbly Gum 3 Whitetap Box $
Spotted Gum $ Red Gum $
Sivarop SlringyaanJ $ Aoundleaf Gum 3
Steel Box $ Red Mahogany s
Turpentine $ Spotied Gum $
Tallowwood $ Sliverlop Stringybark | §
Whits Gum $ Turpanting $
white Mahegany | $ Tallawwaod $
White Stiingybark | § Viminalis $

Whita Mahogarny 3
{Whlte Stringybark
J

Preparad by State Farests of NSW




I U T & I I T T - . s‘- 5'_ Gl T -
CHEDULE

Stumpage Price Schedule
To 30 September 2003

Darriga Central Price Zone

Stumpage prices In Australlan dollars por cublc metrs, lor spacific cantra dlamotor undarbark glzo
{ctagsas, axclusive ot the Goods and Services Tax and axclugive of Dalivery Chargos, 1o apply until 36
Seplember 2003

Ewingar WC Price Zone

Stumpaga pricas In A lign dollare par cuble motre, far epocific contre diamstor underbark elze classos,
oxciusiva of tho Goods and Services Tax and axciusive ol Delivory Sharges, to apply untl 30 Soptember
2003

Spociog
Blackbutt

Brush Bex

Blus Gum
Bloodwoad
Dlshard Stringytark
Fasligata

Floodad Gum
Grey Box

Grey Gum
l:onbark
Massmata

New England BBT
Whitelop Box
Forast Radgum
Roundlaal Gum
Red Mahogany
Seribbly Gum
Stael box

Spotied Gum
Sivenop Stringybe
Turpentine
Tallowwood
VIminalis

White Gum

‘White Mahogany

White Siringybark
Yellow Box

25.28cm _ 30-31cm
3

32-33em

34-35em_ 36-37e¢m  38-39cm 40-49cm  50-69em T0+Em

MBRABDAA NN DODINBPRARNAD NN HAH

Spocles
Blackbut!

Brush 8ox

Blus Gum
Bloadwead
Flooded Gum
(Grey Box

Gray Gum
{ronbark
Massmate

New Engtand BET
Forast Rad Gum
Red Mzhogany
Red Stringybark
Spatted Gum

| Turpenling
Tallowwood
Whils Mahogany

26-29cm  30-31em  32-33em  34-35¢m  36.37em 38-39

Prepared by Stats Forasts of NSW

White Stringybark | §




Glen innes Price Zone

SCHEDULE &

Stumpags Prica Schedule
To 30 September 2000

Grafton Injand Price Zone

prices in Al

clasgss, oxclusive of the Goods and Sorvicas Tax and exclusive of Delivery Charges, 1o apply uniil 30

y daltars per cubic metre, tor gpocific centre diameter undarbark slze

Stumpago prices in A tan dallars per cublc metre, far spocific centre dlamatsr underbark
siza clpsnes, axclusive of tha Goods and Servicas Tax and exclusive of Dellvery Charges, to

September 2003 epply untll 30 Septomber 2003
ISpecies 25-29¢m  30-31cm  32-33cm  34-35cm  36-37cm  38-3%cm 40-49cm  50-69cm 70+cm Specles 25-28cm  30-31cm  32-33cm 34-3Scm  38-37cim 38-39
Blackbutl 3 Blackbutt $
Brush Box $ Brush Box $
Blua Gum $ Biue Gum $
Sloodwood $ Bloodwood $
Dishard Stringybark | $ Dighard Stiingybark | §
Fastigata $ Flacded Gum $
Gray Box 3 Grey Box $
Gray Gum $ Gray Gum 3
Messmate 5 lzonbark 3
New England B8T | $ Messmate $
Peppemmint 3 New Engtand BET $
Foresi Radgum $ Farest Redgum $
Red Mahogany H Rod Mahogany $
Steql Bax $ Steel Box $
Roundleal Gum $ Spolted Gum $
Svertop Stringybarl $ Siventop Stingybark 18
Tallowwood $ Turperitina $
Viminalis 3 Tatlowwood §
While Mahogony | § Viminalis 3
While Stingybark | $ White Gum §
Whita Mahogary 3
Whits Strinpybark 3

Prepared by State Farests of NSW




Grafton Coastal Price Zone

SCHEDULE S

Stumpags Price Schedule

To 30 Seplember 2003

Murwillumbah Price Zone

Stumpage prices in Australian dellare par cublc metre, far specific cantro diameter undorbark slze ctagses,
exclugive of the Goode and Services Tex and axclusive of Dellvery Charges, ta apply untll 30 Septembar 2003

Stumpagse pricss In Australlan dollara per cubic metro, tor speclilc centre diamoter
underbark size classes, exciugiva of the Goods ond Sarvices Tax and axctuslve of Delivery
Charges, 1o apply until 30 Septembar 2003

White Siringybark

Praparad by Stale Forests of NSW

[Specias 25 Spec 25-28cm _30-31cm 32-33cm  34-35em_ 36-3T7cm  38-3%cm  40-48cm  S0-68cm  70+cm
Blackbutt 3 Blackbutt $
Brush Bex 5 Brushbox $
Blue Gum $ Blue Gum $
Blocdwoad § Bloodwood 3
Diahard Stringydark | § Floodsd Gum $
Floaded Gum 13 Grgy Gum S
Gray Box 3 Ironbark 3
Gray Gum 3 Farest Racgum 3
lronbark $ Rad Mahogany $
Massmata 3 Tallowwood $
Naw England BBT $ Turpentina $
Forast Redgum $ White Mahogany | $
Red Mahogany $ White Stringybark
Sedbbly Gum 5

Stasl Box 5

Spolted Gum $

Slivartap Sinngybark | §

Turpenting 5

Talowweod 3

Viminalls §

Whita Gum §

White Mahogany $




SCHEDULE §
Stumpage Price Schedula
To 30 September 2003

Richmond Range WC Price Zone Styx Price Zone

]Siumpugu prices in Australian dollars per cubic metre, tor specific centra diameter |Stumpage prices In Australlan doltars per cuble metre, for spacitic centre dlamater underbark size

undorbark size claasaos, axclusive ol the Goods and Services Tax and exclualve of classes, exclupive of the Goods and Services Tax and lvos ot Delivery Charges, to apply unlti) 3¢

Delivery Charges, to apply until 30 Soptamber 2003 Septembar 2003
ISpecios Spocies 25-29em 30-31em  32-33cm  34-35em 40-49cm  50-88cm  70+cm
Blackbutt Brush Box $
Brush Box Blus Gum $
Blug Gum tountaln Gum 3
Bloodwaod Olehard Stringybark| §
Flooded Gum Fastigata 5
Gray 8ox Floadad Gum g
Gray Gum Groy Box 3
Ironkark Gray Gum 3
New England BBT Ironbark 3
Forest Redgum Massmate 3
Red Mahegany New Englend BBT | §
Roundlaaf Gum Whilletopped Box [ §
Steel Box Forast Redgum s
Spatted Gum Red Mahogany 3
Turpentineg Spotled Gum H
Tallawwood Shvedtap Stringybar| $
While Gum Turpentine s
Wwhite Mahegany Tatiowwood 3
Whits Stringybark Viminalls 3

white Mahogany | $
White Stringybark | $

Perepared by Stato Forests of NSW




SCHEDULE §

Stumpage Price Schadule
To 30 September 2003

Tentarfisld Slopes Price Zone

B

Tenterfield Tablelands Price Zone

Stumpage prices in Australlan dollars per cublc metre, lor specific centra diametar underbark Stumpage pricas In Australian dollara por cuble metrae, for gpecific cantro diameter underbark
size classog, exciusive of the Goods and Services Tax and exclusive of Delivory Charges, te size clnssos, exclusive of the Goods and Services Tax and exclusive of Dellvery Charges, to
apply until 30 September 2003 apply untfl 30 September 2003

Speties 25 23-28cm  30-31cm  32-33cm 34-35cm  38-37c

Blackowl $ $

Brush Box $ §

Biue Gum $ 3|

Bloodwoed § H

Diehand Stingybark § Dlahard Stingybark $

Fasligala 3 Groy Box $

Groy Box 3 Grey Gum §

Gray Gum 3 Ironbarh §

Ironbark H Messmata $

Messmate 3 New England BBT $

New England BET 3 Roundleal Gum $

Forast Redgum 3 RAad Mahagany $

RAoundleal Gum $ Spotied Gum §

Red Mahogany 3 Sivenop Stingybark | §

Red Stingybark 3 Talawwood S

Spetted Gum 3 Viminalis $

Sivariop Siringybark $ 'White Mahogany 3

Tallowwaod % Whits Stringybark

‘White Mahogany $

White Stringybark 3

LU,

Prepared by Stats Forests of HSW




Stumpage prices tn Austrailan dollars per cublc motre, for specliic cantre dlameter

GEE N UEN S U N - -
- - SCHEDULE 5
Stumpage Price Schedule
To 30 September 2003
Urbenville Price Zone Urunga Coastal Price Zane
Stumpage prices in Austratian dollars per cublc metre, for specific cantra di; darbark size cl X
axciugive of the Goods and Sorvices Tax and excluslve of Delivery Charges, to apply uniil 30 Sepiember 2003 underb

Specios
Blackbult

Brush Box

Blus Gum
8lgodwood

Brown Strinybark
Dighard Stringyberk
Flooded Gum
Grey Box

Grey Gum
fronbark

New England BBT
Farast Redgum
Red Mahagany
Fled Stringytark
Stealbox

Spolted Gum
Stvertop Stringybark
Turpenting

| Tallowwaod
'Whits Gum

While Mahogany
Whila Stringybark

Yallow Box

[]
[
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k size cl lugive of the Gaods and Services Tax and exciualve of Delivary
Charges, to apply unll 30 Soptember 2003

Species
Blackbutl

Erush Box

Biug Gum
Bloogwood
Dishard Stringybark
Flocded Gum
Groy Bax

Grey Gum
Hardwood
Ironbark
Messmalte .

New England BBT
Forasi Redgurn
Red Mahogany
Spotted Gum
Silvertop Siingybark
Turpaniing
Tallowwood
Viminalls

White Gumn

White Mahogany

25-20cm _30-31em B
g
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Urunga Upriver Price Zone

Stumpage prices In Australian doliars per cubic metro, for specific centrs dlamoter underbark size clagses,
oxclusive of the Goods and Servicos Tax and exclusive of Delivery Charges, to apply until 30 September 2003

Spocics

i
»n

Blackbuti

Brush Box

Blue Gum
Bloodwood
|Flocded Gum
Gray Gum
Hardwood
ironbark
{Massmata

New England Blackbutt
Forest Aedgum
Red Mahogany
Smoothberk Apple
Spolted Gum
Turpeniine
Tallowwood

White Managany
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{White Stringybark
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SCHEDULE 5
Stumpage Price Schedul
To 30 September 2003

Walcha Price Zone

Stumpage prices in Australian doliars per cubic metre, tor apecilic cantre dlameter underbark size clogses,
|exctuslvo of the Goods and Servicas Tax and axclusive of Delivery Charges, to epply unill 30 Seplomber 2003

Specias

Blackbutl

Brush Box

Blua Gum

Bluglaal Stingybark
Bleodwood
Mountaln Gum
Dlehard Stringybark
Fasilpala

Flooded Gum

Grey Box

Gray Gum

Iranbark

Monkey Gum

\ {Messmate

tew England BBT
Whitatapped Bex
Forast Radgum
Rad Mahogany
Spotted Gum
Sivertop Stringybark
Tumpeniine
Tallowwoad
Viminalla

wWhilg Gum

White Mahegany
White Stringybark

™
o
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SCHEDULE 6
Approved form of Unconditional Undertaking (Clause 24)

At the request of ......coveinvceinciininiiincenns ACN Lt (‘the Companies’)

and in consideration of .State FOTESIS .........c.occviviiveiieerireiieiesnr e seiesmn e {‘the Principal’)
accepting this undertaking in respect of the Hardwood Timber Term Agreement for
................................................................................................................. (‘the Agreement’)
..................................................................... ACN.....ccenee......(‘the Financial Institution’)
unconditionally undertakes to pay on demand any sum or sums which may from time to time be
demanded by the Principal to a maximum aggregate sum of $.......cocccoiriiinccnnccnes

( ................................................................................................................................................. )-

The undertaking is to continue until notification has been received from the Principal that the sum is no
longer required by the Principal or until this undertaking is returned to the Financial Institution or until
payment to the Principal by the Financial Institution of the whole of the sum or such part as the Principal
may require. ‘

Should the Financial Institution be notified in writing, purporting to be signed by a delegate for and on
behalf of the Principal that the Principal desires payment to be made of the whole or any part or parts of
the sum, it is unconditionally agreed that the Financial Institution will make the payment or payments to
the Principal forthwith without reference to the Companies and notwithstanding any notice given by the
Companies not to make payment.

s

. Provided always that the Financial Institution may at any time without being required so to do pay to the

Principal the sum of §............... eeeeaneutese e eeranpeeaneaateeteatseaseeaens e sy be s bR eA SRt e s b e e

less any amount or amounts it may previously have paid under this undertaking or such lesser sum as
may be required and specified by the Principal and thereupon the liability of the Fmducxal Institution
hereunder shall immediately cease.

This undertaking will expire onthe ...........................dayof ..o 2000

DATED at ..........iiiinnnthis o day o i 200

Wood Supply Agreement — Allen Taylor & Co Limited,
Duncans Holdings Limitad



SCHEDULE 7
Delivery Hours

Koolkhan 6:30am - 3:30pm Monday to Thursday
6:30am - 1:00 pm Friday

Bostobrick 6:30am - 3:30pm Monday to Thursday
6:302m - 1:00pm Friday

Kempsey 6:30am - 3:30pm Monday to Thursday
: 6:30am - 12:30pm Friday

Heron’s Creek 6:55am - 3:30pm Monday to Thursday
6:55am -~ 1:00pm Friday

Delivery outside of the above hours will be by prior agreement with the Companies.

Wood Supply Agreement - Allen Taylor & Co Limiled,
Duncans Holdings Limited
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Hardwood Log Measurement Manual

—

Wood Supply Agreement — Allen Taylor & Co Limited,
Duncans Holdings Limited
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HARDWOOD LOG MEASUREMENT MANUAL INTRODUCTION AND CONTENTS

FOREWORD

'The Hardwood Log Measurement Manual (1996) was originally prepared in 1995 and
vased primarily on earlier versions of “local” manuals.

'he Manual was adopted by the coastal hardwood Regions of State Forests of NSW as
in accepted uniform basis for hardwood log measurement and reviewed by the FPA and
Joral Pty Ltd. The only varation between Regions is the Compulsory Utifisation
>chedules - which are regionally based.

‘he Manual was the basis for courses presented on Log Measurement to State Forests’
nd industry personnel in the above Regions.
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HARDWOOD LOG MEASUREMENT MANUAL INTRODUCTION AND CONTENTS
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HARDWOOD LOG MEASUREMENT MANUAL Page 1

INTRODUCTION AND PURPOSE

Log measurement has always been the basis for determining volume and therefore
value of logs sold to industry (although in recent years sale by weight has occurred).

fn most cases only gross volume is necessary to determine value - often based on
industry’s log measurements.

This module's purpose is to provide:

. a reference document;

o a mechanism and aid for training;

. a means to ensure royalty returns and sustained yields are maintained; and
. a means to ensure some uniformity in approach to log measurement occurs.

Whilst gross measurements provided by industry are primarily used to determine
volumes, there is a need o accurately assess the defect of logs. This need occurs
both as a regular check to verify log grading assessments or to resolve log grading
disputes. Hence a major component of the module will be on definition and
determination of log defect - the basis for log grading.

Defect measurement practices historically are very localised. Whilst input into these
uniform guidelines has been made by a number of State Forests' staff and industry,

there will be a need for change and compromise by some to adopt what could be new.
practices in some areas.

Although providing references for defect assessment, the need for observation
of milling on a regular basis cannot be over emphasised. Log quality varies

from area to area and, often, log defect variations do not become obvious until
logs are milled.
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HISTORY OF LOG MEASUREMENT

« The Gross Hoppus System

This British system of log measurement was in place for many years prior to 1973.
As it is no longer used, only a brief appreciation of the system is necessary.

The system determined votume on a Hoppus basis. Simply this system defined log
volumes as units of wood 12" x 12" x 1". These units are defined as super feet (sft).
Consequently volume was not true or actual log volume. However pipe defect

{a square or rectangle) was in true measurement.

All gross log measurements were undertaken by industry, with volumes and royaity
values being determined by the then Forestry Commission. This was in the pre
computer era and it was a tedious process to individualiy calculate gross, defect and
net volumes for each log.

By a stumpage appraisal system, an allowance was made for the defect contained in
a log by deducting the "value" of all defect volume at the mill door.

The volume of defect was determined by a complex system of allowances for the
many forms of defect found in native hardwood logs. Determination of this defect by

forestry employees (usually measuring/marketing foremen) required considerable -

time, experience and expertise. As this measurement had considerable impact on log
value, disputes with industry were common. For example, if defect reached a critical- ™
and variable pre-determined level, then the log became optional or ex-quota. As well
as such a log having a low value, it was not obligatory for a sawmiller to accept it.

e Metric and True Measurement
In 1973, following metrication, log measurement, volume determination and thus

value determination, became based on true or actual measurement. Defect
measurement procedures of individual logs did not vary.

 Flat Rate Log Sales

From 1988 all hardwood logs sales began to be based on flat rates, ie variable rates

in $'s per m* based on gross volume of the log.

These rates were derived from detailed analysis of past sales adjusted to reflect the
anticipated log quality of areas remaining to be logged. Industry agreement was
generally obtained. Rates were generally determined for at least a management area
or a Region.

This system eliminated the need for defect measurement of every log. Additionally
with the introduction of Delivery Dockets, industry determined gross log
measurements and species - with random checking by State Forests' personnel.
Codes of Procedure were agreed to covering the essential requirements of use of
delivery dockats. -

As the royalty retum from the flat rate system was meant to equate with previous log
values it was necessary to have a system to determine which logs were Compulsory
(quota quality or graded) and which were Non-compuisory (ex-quota logs/salvage or
non-graded) logs - based on defect. In some management areas, some small (mid
diameter <40cm) quota quality or graded logs are not part of a sawmiller's quota
allocation.
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To ensure this equating occurred, a Utilisation Line was compiled - on a regional
basis mainly, which determined a maximum defect for compulsory logs. Logs above
this specification were compuisory logs, those below non-compulsory. This line
specified the maximum pipe defect allowable for a log of any diameter. Incorporated
in this calculation was an allowance for the historical level of length defect. Both
these factors were determined from detailed analysis of the defect of logs cut over a
period of time.

Whilst this is a maximum defect specification (which also includes minimum length
and diameter specification}, there is no need to determine defect for logs with defect
levels well below the maximum level (except as a basis for "keeping your eye in").

However, for logs approaching the minimum specification a need exists to determine
whether a log is compulsory or not. Alternatively, this caiculation of defect may be
required to assess whether log servicing is required. To achieve this, defect must be
measured and volume (as a percentage of total gross log volume) calculated to
compare with the maximum defect permissible under the Utilisation Line specification.
This calculation has been simplified by the use of a hand held programmed computer.

A sound knowledge of defect measurement principles is necessary to undertake this
comparison.

e Log Value Pricing System

Whilst the Flat Rate system addressed a number of serious deficiencies of the

preceding sales system, both State Forests and industry recognised that it had too™
few categories by which to price a wide range of hardwood sawlogs. Some of the
inherent anomalies of the flat rate system included inequalities between customers,
inadequate recognition of variation in log quality between species and lack of
response to market dynamics.

As well as the joint initiative of State Forests and industry to introduce .an improved
log pricing system, the Cabinet decision of September 1996 signalled the
Government's intention to change the nature of the NSW native forest industry
towards a more efficient, technologically advanced and economically sustainable
industry driven by a requirement for all levels within the industry to maximise product
value. The Government, as part of its Forest Reform Policy, gave an undertaking to
introduce a new hardwood log pricing system that more realistically reflects the
inherent difference between the various species, sizes and qualities of hardwood logs
sold from coastal and tablelands forests in NSW.

The Log Value Pricing System was designed to provide greater differentiation of log
values for graded logs to reflect the end-products recoverable from the variety of
species, log sizes and log qualities available within a particular price zone. For each
species and size class combination within a price zone, the stumpage price was
calcuiated based on the inherent defect and the potential end-product mix that could
be achieved.
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Importance of Correct Grading of Logs

This is demonstrated as follows:

(a)

(b)

ROYALTY VALUE

Compulsory logs vary in value and can range from as low as $20 per m* to as
high as $150 per m* for logs within specification. The average price for
compulsory logs in 1996/97 was $42. Non-compulsory logs currently average
at $12 per m>. For an average 5m* log, if incorrectly graded as non-
compulsory, State Forests stands to “lose”™ $150 on that log alone. Obviously if
incorrectly applied to only a small percentage of logs sold in a Region, the “loss"
is magnified to a greater extent - even more so for the State. If say, 1% of the
State's (less Western) hardwood quota cut of 400,000m? was incorrectly graded
as non-compulsory, then State Forests would "lose” $120,000 royalty per year
(based on $42 per m® average for compuisory logs).

Long serving State Forests’ employees will recall that under the Gross Hoppus
system log value increased gradually from the minimum value (optional log) to a
maximum value {defect free log). Then it was not so critical if a higher defect
fog was accidentally classified as optional - State Forests' royalty was only
marginally affected. However, under the Flat Rate and Log Value Pricing
systems, incorrect grading can have a major impact on royalty received.

SUSTAINED YIELD

Sustained yield is normally based on quota (compulscry) fog availabifity - from
assessment results. Logs graded as non-compulsory do not contribute to
allocated quota. Hence, if a log is incorrectly graded as non-compulsory, an
additional log of similar volume must be felled to meet annual quota
commitments. Every time this happens the sustained yield of the forest is
eroded by overcutting, resulting in some reduction in sustained yield allocation
at the next yield review.

Procedures and respective roles of industry/State Forests log graders in relation
to identification of non-compulsory logs are detailed in the relevant sections of
this course and the Codes of Procedure.
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LOG MEASUREMENT

1. Gross Dimensions

11 LOGLENGTH

Hardwood log tength is measured in decimetres (ie tenths of a metre or 10 cm} and
rounded down to the next decimetre below the actual measurement. If the

measurement falls on the full decimetre unit the actual measurement is recorded
without any adjustment.

(Note: Length and diameter measurements are rounded down, defect
measurements are rounded up).

For example:
Actual Measurement Recorded Measurement | Shown on Log
124.8 dm (12.48 im or 1248 cm) 124 dm 124
784dm (7.84mor 784 cm) 78 dm 78
93.9dm (9.39mor 939 cm) 93 dm 93
149.0 dm (14.90 m or 1490 cm) 149 dm 149

The length measured should be the shortest length of the log.

The following examples demonstrate the principles:

e = )

@ Log with ends square - measure as

'6 Length %]

® Logwith sweep - inside length

k Length )l

@ Log with head not square - measure shortest
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v Length N
N 1
B, SN
_#'_#——f
®  Log with buit and head not square - measure shortest tength (not cornmon)
Length
v >‘
~

®  Log with scarf not timmed - measure from shortest part of scar.
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1.2 LOG DIAMETER

Log diameter is the centre diameter (mid length) measured underbark in centimetres
and is rounded down to the next centimetre below the actual measurement. If the
measurement falls on the full centimetre unit the actual measurement is recorded

without any adjustment.
For example:
Actual Measurement Recorded Measurement Shown on Log
97.8 cm 97 cm 97
442 em 44 cm 44
67.0 cm 67 em 67

To make the measurement the bark should be fully removed from the entire log, or a
ring of bark fully removed at the midpoint of the log and a diameter tape passed
around the log to give the diameter reading.

Other Options

1.

If the bark cannot be removed, a chip of bark should be removed from the
midpoint of the log and the bark thickness measured at that point. This.
measurement of thickness should then be doubled and subtracted from the
overbark diameter measurement. Note - this practice is highly undesirable ™

For example:
Overbark Bark 2 x Bark S:'dcu::::-: Recorded
Measurement Thickness Thickness ¢ Measurement
Measurement
84.8 cm 1.5 3.0 81.8 81cm
64.8 cm 1.7 3.4 61.4 61 cm
78.4 cm 1.2 2.4 76.0 76 cm

Where it is not possible to measure the centre diameter of the log, a good
approximation is the average of the head and buft diameters measured
underbark (take care that butt flare doesn't infiuence butt diameter Note - this
practice is highly undesirable.

Callipers can be used by removing a small section of bark on opposite sides of
the log. Several measurements (averaged) are required. Generally only
applicable to uniform small regrowth logs.

If the log has a swelling or abnormal diameter at the midpoint of the log,
diameter measurements should be taken equidistant from the midpoint of the
log - both above and below the abnermal diameter where the log diameter
returns to normal and these diameters averaged to give the true diameter.

Generally, the principle adopted should be to adopt a representative point(s) to
measure. -
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Measure here

Swelliing

N
X AN X

Mid point

T

. LA

Measure her

e -~
-
}/ [\) A Limb B
2 L
Y Y
Mid point
Log Diameter = Diameter at A + Diameter at B
2
For example:

Measurement Measurement Average of Recorded
above Bump below Bump Measures Measurement

76.4cm 82.8 cm 79.6 cm 79 cm

36.6cm 42.8cm 39.7em 3% cm

1.2.1 Ropy logs appear to have a ropy outside layer. If this is severe with deep
hollows between the "ropes”, the measured diameter of the log should be
reduced by at least twice the depth of hollows, and rounded down as
necessary. The recorded and branded diameter should be the reduced
measurement shown as a “cutback” diameter - for RTA purposes.

1.2.2 Sun-cracked logs salvaged can be compensated for by reducing log diameter
by twice the depth of suncracks (or if only half of the log affected then reduce
by the depth of sun-cracks). Again, show as a “cutback” diameter.
Alternatively, allow as a defect by application of a length deduction.

-
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1.2.3 Half (spilt) logs

Diameter, either:

- Measure diameter (at centre point) across split surface with a dm
length tape (convert to cm diameter) for half logs, or

- measure around the circumference with a diameter tape (for logs
not eveniy round) and double the measurement.

Length - adopt half of the measured length (as a cutback - for RTA
purposes.)

Note: For logs greater than one half eg. e, apply the same methodology,
ie. measure the diameter as above and record the length as a cutback
based on the proportion of the log that is missing eg. 100/75 x 40.

1.3 LOG VOLUME

Hardwood log volume is measured in cubic metres as a true or gross volume based
on cylinder of equivalent length and mid section diameter. Whilst this does not give
the exact volume for every log shape it gives a fair approximation.

Length =1

3 %
ACTUAL LOG
Length = { .
& A
0 ) 4— centre diameter = d )
CYLINDER

Note: To calculate the log volume the recorded length is rounded down to an even
decimetre. (Tables are in even decimetres.) Recorded diameter is used.
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For example:

Length: 125 dm is rounded down to 124 dm
124 dm remains as 124 dm.

Diameter:; 57 cm remains at 57

50 cm remains at 50.

Volume can be obtained by either using the "Log Volume Tables in Metric True
Volume for NSW Sawmillers" or by using the formula for volume of a cylinder:

Volume = w® x /
where nis p/ (2_7?) or (3.1416), ris half of the mid length diameter underbark and / is

the length of the log. (Use of Tables or this formula requires r and / to be in metric
units. The tables explain how to calculate volumes for logs of larger diameter and
length, eg larger than 159 cm diameter and ionger than 200 dm.}

1.4 AGENTS FOR MEASUREMENT

Contract employees or accredited log graders generally carry out gross dimension
measurements and stamp these on logs, and Supervisors undertake a check as
directed of logs selected at random. '

1.5 COMMON MEASUREMENT ERRORS (GROSS LOG MEASUREMENTS)

. Using tapes with incorrect units, eg inches - not cm (diameter).

. Using excavators to lift logs during measurement and measuring outside forks
(not centre of log).

. Not measuring shortest length from toe or scarf.

» Measuring and recording to the nearest digit, or to even digits - rather than to
the next digit down.

. The place at which centre diameter is measured is guessed rather than
measured accurately.

o Residual bark left on the centre bark ring, resulting in an overmeasure.

. Using tapes with ends missing resulting in an overmeasure.

. Diameter tapes not calibrated right to the end, which the user reads as if
_ ~calibrated to the end (results in an undermeasure).

) Measuring with a knot in the tape.

. Wom callipers, resulting in an undermeasure and measuring only one plane.

. Cut tape, spliced - resulting in an overmeasure.

. Not ensuring tape is at right angles to length of log ie oblique angle around log.
. “Home-made” steel tapes incorrectly calibrated.

1 JANUARY 2002



HARDWOOD LOG MEASUREMENT MANUAL Page 11

2. Defect Assessment

2.1 GENERAL

The assessment of defect is a visual skill that combines written principles common to
all log graders with each log graders' knowledge of local timber species.

Following are some of the principles and guidelines for log graders, but it is
stressed that due to variation within and between species, log graders marry
these guidelines with the knowledge they acquire from milling observations at
which they compare visual allowances with actual defect and recovery.

Each type of defect is addressed individually even though in practice they commonly
occur in combination. Some additional allowance may need to be considered to
those set out here where combinations of defect occur.

Hardwood logs may have various forms of intemal and external effects as well as

~ having shape defects. Defect is regarded as the part of the log that cannot be

processed into the normal run of products complying with F11 grade of the
Australian Standard 2082-1979 (excluding woodchips). For all quota species
below Strength Group 4, the timber must mest Structural Grade 2 or better.

Defect includes pipe defects, length defects (including external defect and intemal -
defect distingt from pipe), and serviceable (non allowable)} defects.

eg:
Bend - Defect that
should have been
serviced from log prior
to being measured.
é’ Limb - length defect
Bump or swelling -

length defect

Rings and gum
veins - pipe or
Iengtp defect.
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Effect of Defect Allowances on Gross Volume

The following graph demonstrates the relative effects of pipe and length deductions
on net log volume. A 10 m log with a diameter of 60 cm was used in this example
(gross log volume = 2.827 m®). Remembering that 1 dm = 10 c¢cm, you will note that
the influence of pipe defect on net log volume is considerably more than length

defect, ie. a 5 cm increase in pipe has a greater impact than a 5§ dm increase in
length deductions.

Comparison of the Effect of Pipe and Length Defect on Net Volume

60.0%

500%
40.0% 1

30.0%

B Pipe defect
W Length dsfect

10.0% 1

0.0% J

Pipe (cm) and Length Deduction (dm)

Volume measurements are rounded down, defect measurements are rounded up.

2.2 PIPE DEFECT

Internal defect is usually called pipe defect because, at its extreme, a hole is present.

It is still called a pipe even if this usually central area of the log is filled with termite's
nests, mud, decayed wood or rings.

Rings
gum
Pipe
hollow
filled
mud

Scattere
Ant

1 JANUARY 2002



HARDWOOD LOG MEASUREMENT MANUAL Page 13

Even though there is no visible defect at the end sections of some logs, all logs 40
cm centre diameter and over qualify for 2 minimum pipe allowance. This
minimum allowance is a 10cm square pipe that covers pith, occluded limbs and other
minor heart defect. The minimum pipe allowance is only for the purpose of
calculating a log’'s overall defect (ie. the combination of pipe and length defects).

The minimum pipe allowance does not apply to logs with a centre diameter of
less than 40cms. The actual measured pipe is to be used for these logs.

The 10cm minimum pipe allowance is not to be applied to the individual ends of logs
when determining-if that end meets the compulsory log specifications. To determine
if the end of a log meets the compulsory log specifications, the actual pipe at that end
is compared against maximum pipe allowable from the relevant Compulsory
Utilisation Schedule.

To calculate the overall log defect for logs 40 cm centre diameter and over, the 10
cm minimum pipe allowance is applied to the ends of logs where the actual pipe is
less than 10 cm to get the average pipe allowance for the log. For example if the
actual pipe on the end of a log with a centre diameter 40 cm or over is less than 10
cm, the pipe for that end used to calculate the log’s pipe allowance is taken up to 10
cm,

For logs with centre diameters 40cms and greater

HEAD Centre diameter = 42 cm BUTT
32 - 22
6 /
A
S| 22
48
Actual pipe =86cm Actual pipe = 22 cm
~ Pipe allowance for the log -~ = 10 + 22
2
=16 cm

1 JANUARY 2002




HARDWOOD LOG MEASUREMENT MANUAL Page 14

For logs with a centre diameter less than 40cms.

HEAD Centre diameter = 38 cm BUTT

14

44
Actual pipe =6cm Actual pipe = 14 cm
Pipe allowance forthe log =6+14
2
- =10 cm

. This minimum allowance may be inadequate for some species, eg. Brushbox -
where collapse effect near the heart may necessitate an increase in pipe
allowance. Other species where this minimum allowance may be inadequate
include Turpentine and Bloodwood. )
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221 Open Pipe

Defect is a hole with a clean edge and
no additional defect outside of the limits
of the hole. On the diagram, the
measured pipe is shown. The recorded
pipe for that end of the log is
A+B
2

If side A is 31 ¢m long and side B is 24
cm, the pipe is 28 cm.

eg31+24=55=275=28
2 2

Note:

(i)  Measurement of open pipe must include some solid wood outside the pipe (as a
guide at feast 2 cmy) to provide for incipient decay, wandering heart and to hold

the boxed heart together. This allowance may include some apparently non-
defective wood.

(i) As a general rule, unless otherwise specified, there must be at least 10cm of
useable waod between the pipe and defects or the edge of the log. The 10cm-—
of useable wood must be measured from the outside of the round pipe, which
includes the allowance covered in (i).

(i) Wandering heart - mainly due to kinks and bends, will invariably result in the
need for increased pipe defect beyond that visible at the ends of the logs. This
may be further exacerbated in some species and in smaller diameter logs that
carry pipe defect.

2.2.2 Discontinuous and lrregular Shaped Pipes (Rot, Doze, Punk, Cateye or
Brittle Heart)

‘Unless 150 mm (15 cm) of useable wood is between separated defects,

discontinuous and irregular shaped pipes should be boxed out as a single pipe
defect.

(1) If there is an area of defective
material to one side of the central
defect area of minimum pipe area,
so that no useable wood lies
between, a rectangular box should
be sufficient to enclose all
unusable wood and defect.

Pipe = 30 + 21 = 51 = 25.5 = 26
2

N
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(2) K there are defective areas
separate from but so far located
from the area of central pipe that
useable wood lies between
{minimum 150 mm)}, these should
be boxed out separately.

Pipe = J(atea A+B+ C)
= ~+f(16x20+8x20+8x24)
= (320 + 160 + 192)
672

25.9
26

win

(Due to limitations in relation to useable wood requirements between defects, this
situation wouid only apply to large diameter logs).

Note:

(a) This can be calculated with a calculator, eg enter 672, press ~  , answer
= 25.9 = 26, or alternatively, refer to Appendices 1 and 2 (attached).

(b} In (1) and {2) above a length allowance may be more appropriate - particularly

when it is obvious that defect is likely to occur only in a section of the log, or af
either end.

(3} Where a central pipe defect
radiates out irregularly, it is not
appropriate to provide a pipe
allowance that encompasses the
full defect. A compromise is
required fo balance pipe and
sound wood.

Pipe = 30+20=25-> 26
2

(4) Usually the wood around these
cbvious decay patches s
discoloured when freshly cut.
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2.2.3 Loose Gum Veins, Gum Pockets and Rings

These defects cover:

(1)

(2)

Gum Veins

Open Rings

Wet Rings (mainly Spotted Gum)
Gum Pockets

Gum veins and Rings

{a) Tight gum veins - are veins that have sufficient connecting wood across
the vein so that they do not open. Generally these have little effect on
recovery and should be ignored, eg seen in coastal Blackbutt. No
allowance is made for tight gum veins. Caution should be exercised with
gum veins wider than 2mm as these are prone to open up, even where
connecting wood is evident.

(b) Loose gum veins and open rings - Based on principle that loose gum
veins/open rings may cause timber to shell off and therefore an allowance
should recognise non-useable widths of timber between veins.

A basic allowance of icm is added to the pipe for every 25c¢m or part
thereof of loose gum veins/open rings. This basic ring allowance is
doubled where there is only 11-15¢m of useable wood between rings, pipe
or the edge of the log. ‘

(c} Wet Rings- are generally species specific, have no connecting wood, ™
often produce a milky sap, are unpredictable throughout the log and
commonly move from side to side. Common in Spotted Gum, White
Mahogany and Woollybutt. The basic ring allowance is doubled to
recognise rings that can be missed in freshly cut logs and the
discontinuous nature of wet rings.

Warning: Care should be exercised when assessing whether veins and
rings in some species are foose or tight, eg. New England species, White
Mahogany. It may be possible to put these logs aside for a couple of days
to see if they will open up. Clear distinction and recognition of the
difference between tight and open rings is essential.

Gum pockets — are formed where the tree grows around a pocket of kino.
When associated with rings, remember allowance should be made only once for
each defect.

Loose gum veins and gum pockets less than 4 cm from the outside of the log
should be ignored as this tends to be in the part of the log that is not converted
into sawn wood. In this case the gum vein or gum pocket becomes the outside
of the log in the section it occurs when determining pipe allowance.
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Measurement Rules

1.

2.

10.

No allowance is necessary for tight gum veins.

ignore loose gum veins, open rings and gum pockets less than 4 cm from log
edge.

If distance between rings, between ring and pipe or between ring and the
outside of the log is 10 cm or less - allow section as full defect. This defect can
be allowed for as addition to main pipe, a discontinuous pipe or as a length
allowance.

Where loose veins or rings completely circle the log and are within 10cm of the
edge of the log, ie. no useable wood outside ring, reduce the diameter of the
log. Reduced log diameters can be recorded as a cutback (eg. 100 x 56/48).

Allowances are made for each individual ring. Individual allowances are then
totalled and added to the pipe.

If distance between rings, between ring and pipe or between ring and the
outside of the log is greater than 15 cm - allow 1 cm per 25 cm of ring, or part
thereof {in relation to distance between ring and pipe, the edge of the actual
pipe is to be used).

If distance between rings, between ring and pipe or between ring and the.
outside of the log is 77-15 cm inclusive — double the ring allowance arrived at in
6 above.

For wet rings, eg Spotted Gum and White Mahogany, double the allowance
arrived at above.

For gum pockets allow 1 cm per 2 cm of gum pocket.

The ring allowance is to be added to the basic pipe allowance at each end of
the log prior to rounding up the total pipe allowance to the next even centimetre.

Distance between

Type of defect pipe and/or pipe

Allowance

Tight gum veins Nit

Loose gum veins and

open rings <10 em Allow section as full defect

>15cm 1emi25cm of ring or part thereof

11-15¢em Double basic aliowance

Wet rings Double allowance given above

Gum veins and pockets 1cm per 2cm
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Ring lengths = 40cm and 35¢cm

. Allowance =2 + 2 = 4cm

3 gum ings of lengths 20,10 and 45¢cm cm =

Basic pipe increased by 1+ 1+ 2 =4cm Length of gum pockets = 16em
Allowance = 8cm

Total additional allowance to basic pipe =
4cm + 8ecm = 12cm

. Loose veins or rings which completely circle logs and are closely (less than 10
cm) concentric to the extent that useable timber cannot be sawn in between
may render the log non-compulsory,

° In many species, such as Spotted Gum, rings tend to occur only in the butt
section of the log. In this case, where rings cause the butt to be non-""
compulsory, the defect should be either butted off or given as a cutback in
tength (if agreed to by the customer). Where rings in the butt are expected to
cut out and the butt is still compulsory, it may be possible to allow for the defect

as a length allowance rather than increase the pipe, though this is less
desirable.

Allowance;
Pipe =10 cm (min)
Single Ring =50cm

Allowance =2cm

Multiple Rings 45cm ring = 4cm aliowance
30cm ring = 4cm

allowance .
Allowance = 8cm

Therefore Rings = 10 cm allowance

Therefore total pipe allowance
=20cm
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2.2.4 Termites and Grubs

Termites are commonly associated with hollows and mud-guts associated with or
adjacent to the central pipes. Where there are no useable widths of wood between

central pipe and heavy gallery formations the entire affected section should be boxed-
out and become the basic pipe.

Isolated and scattered galleries can be allowed for by adding an appropriate

allowance to the basic pipe. {As a guide % of the arc distance of the scatter can be
added to the pipe allowance.)

The presence of exit holes and bumps along the length of the log may attract length

allowance and are signals of a generally lower quality log.

Grubs should be treated in a similar fashion.

46 ¢

40 cm ﬁ\j

Ant Scatter  —%

Ant Galleries

HEAD BUTT

Basic Pipe = 44cm Basic Pipe = 51 cm + (16 cm for scatter
x¥%)=51+4=55=56cm

Average pipe = 44 + 56 = 50 cm
2

Pipe Measurement}

Ant Nest

Cut back or /V

serviced

Where ants show only at one end, an estimate should be made of the ant workings.
Again, this is often area dependent. At times "ant windows" or swellings can give a
guide to the extent of the workings.

Ant nests cause a large pipe at the butt of the log but often cut out in a very short
distance. This is best allowed for as either a cut back or serviced off depending on
the log quality at the butt. Provided maximum pipe defect is not exceeded (taking into
consideration any butt flaring), and on the basis that there is not an opportunity to cut
off a short length of log, as well as a length cut back the appropriate diameter of pipe
at the butt to record would be similar to that occurring at the head.
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Odd grub holes are not related to the pipe, occurring anywhere in the log. They are
usually species/area related, with Grey Gum being a culprit species. Again

allowances should be based on how the logs are cutting rather than strict
formulas.

2.2.5 Hearts out of Centre

Hearts out of centre that do not wander require no allowance. This generally is only
the case in straight logs of reguiar shape, and is signalied by the heart being offset in
the same quadrant in both ends.

A heart out of centre in only one end of a log and which is not expected to wander,
may be piped by allowing the actual width of the pipe by the distance from the
geometric centre of the log to the outside of the actual pipe {or edge of log if less than
10 cm of wood between pipe and edge of log). The other end is piped normally.

Hearts significantly out of centre and which are expected to wander as evidenced by
the presence of kinks and bends in the log, and the hearts appearing in different
quadrants at each end, attract an additional allowance. The pipe at either end of the
log is piped by allowing their actual width by the distance from the geometric centre of
the log to the outside of the actua!l pipe (or edge of log if less than 10 cm of wood
between pipe and edge of log). Half the distance from pipe centre to geometric
centre of log is given as an additional allowance. '

Heart out of centre on one end onl Wandering heart

Pipe =36 + 20 =28 Pipe=26+33+20= 79=2395
= 40

2 2 -2

2.2.6 Brown Stain
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Brown stain is common in old trees and is a transitional phase between sound wood
and incipient decay (more common in some tableland species).

Brown stain ofien appears worse when logs are freshly fallen and wet, and
allowances may be unnecessarily inflated in comparison to allowances given on logs
which have been given some days to dry, the drying process tending to lighten the
stain and lead to more appropriate allowances being made.

Brown- staining is generally heaviest at the centre of the log and lightens and/or
disappears radiating out towards the sapwood. The point at which the wood cell
structure and strength is lost is where the basic pipe should be given and may be
determined either visually or by chipping with an axe, puncture test, splinter test or
otherwise an estimate of this position is required. Any white flecking is a sign of
decay. :

Brown stain, and pariicularly light brown stain, where wood strength has not been
lost, is not an allowable defect. It needs to be determined if the wood is structurally
sound.

A guidelines for measuring this defect is to allow ¥z of the lightly stained wood as
defect (provided some evidence of heavy stain exists). Close local observations of
mitl recovery are required to assist in determining appropriate altowances for
this defect.

Allowance

Heavy Stain =20cm
Light Stain =30-20=10x%2=5cm
Allowance =25¢cm

= 26 cm (rounded up)
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2.2.7 Black Borer (Wireworm}

This defect appears as concentric btack rings 1-3 mm approximately in thickness,

usually confined to within 30 cm of the heart and, unless scattered, should be piped
out.

Where only occasional borer tracks occur, not concentric in shape and well outside

the heart as described above, such can be ignored, or a minor additional pipe
allowance given.

Generally where black borer is in evidence, look carefully for the presence of black
heart (occurs in Turpentine and Brushbox generally).

Scattered Black Borer

P2

Scattered Black Borer

Black Borer

A6cm /Black Borer

30 cm

Pipe =36 + 30 = 33 = 34 Pipe = 21+28 = 25 = 26
2 C 2
Average pipe =34 + 26 = 30 cm
2

Other borers such as Ambrosia (Pin Hole) borer can reduce wood quality to the
extent that the log is non-compuisory. Allowances for lesser damage by necessity

" _need to be arbitrary.

2.2.8 Black Heart

Black heart should not be confused with brown stain in mature wood. The latter can
have a dark brownish colour but biack heart is readily discernible and identified by
fine black lines radiating from centre towards sap. Black heart is often found in
Turpentine logs but can also occur in other species, eg Biuegum.

Determination of extent of black heart needs to be made on a freshly cut face, as
discolouration fades rapidly. To determine if an allowance is required, it must firstly -
be determined if the affected wood is utilisable. (If in doubt consult with
miller/observe milling, puncture or splinter test.) Simply - if useable then no
allowance applies. If decay has advanced to the stage that the affected wood is no
longer utilisable - then all affected wood is defect and should be piped out.
Discolouration is not necessarily an indication that wood has decayed beyond use.

When examining the possible extent of discolouration on the ends of a

Turpentine log, the use of a wire brush is essential to “bring out” the defective
area.
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2.2.9 Straight Shakes (Star)

Straight shakes are where the shake follows the form of the log and there is no
spiralling in the grain.

For clean narrow (3 mm) star shakes, /5 of the extent of the shake should be aliowed
for as pipe defect.

eg:

ie Pipe = ie Pipe  =(36x%;)+ 10
(24 x %) + (36 x 3) 2
2 =24+ 10
=16+24 2
2 . =17 = 18 cm
=20cm

Note: Ifthese shakes are likely to affect only a short (ie less than 50%) section of the
log, a reduced allowance may be appropriate.

If widespread star shake, box out fully as pipe.

eg Pipe =22 + 22 = 22 cm
2
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2.2.10 Shakes in Spiral Grain

Where shakes follow spiral grain, the sawn recovery will be considerably less than
equivalent shakes in straight grain logs, and therefore additional pipe allowance
should be made after consideration of the acceptability of the extent of spiral grain
(max. 1:8).

Shakes rotating around the axis of a log generally render alt wood in the arc of the
rotation useless.

In a log with spiral grain where “excessive” shakes occur, the full area affected should
be regarded as defect and boxed out.

2.2.11 Overgrowth and Doze Pockets

An allowance of 1 cm for every 6 cm of
length or part thereof of overgrowth
andfor doze pockets should be made
(as for gum pockets).

For longer pockets see 2.2.3(2).

Note: If the defect can be best related
to a length allowance rather than
pipe that is preferable - normally this
is the case.

eg: Doze (18cm) - 3 cm allowance
Occlusion (15cm)_- 3 cm allowance
Total - 6 cm (plus pipe

' allowance)

2.2.12 Small Log Pipe Allowances

The same principles apply in the measurement of small logs (under 40 cm cdub), with
the exception that there is no minimum pipe allowance. While clean small logs also

‘ ~contain pith, occluded limbs and other minor heart defect, this material is usually

recovered as pallet in these logs. However, any pipe defect in small logs can
have a large impact on recovery especially If associated with sweep.

Whilst the Conipulsory Utilisation Schedule will provide for the limit of
acceptable defect, additional care is required to recognise and adequately allow
for pipe defect in small logs.
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2.3 LENGTH DEFECTS

2.3.1 Geperal

Some defects on logs are better accounted for by length allowance rather than pipe
defect. These defects are usually found on a section of the log rather than the whole.
length of the log (as is pipe), but there are exceptions, eg scar for full log length.

Defects usually include bumps, limbs, swellings, overgrowths, monkey eyes, punks,
bends, dry sides and at times ant nests and other internal defects, eg doze, that only
affect part of the length of the log.

The following characteristics of logs are not classified as length defect: o

1. Small sound limbs that affect only a small volume of wood do not qualify for
length allowance unless they occur in large numbers.

2. Epicormic branches and small bumps resuiting from them do not attract

allowances. (If these result from a major fire, other defects may be present, eg
scars).

3. Bumps and swellings, which experience and observations indicate to be above
sound wood, ie there is no defect under the bump or swelling. (Not commen -
care needs to be taken in adopting this conclusion.)

"4. Spiral or curly grain less than the specified maximum permissible.

2.3.2 Non-allowable Defect (Cutbacks)

A cutback is a method of removing a section of log on paper that should have been
removed by servicing the log. 1 usually covers a section of the log that is below
minimum specifications. This section could be part of a bend or kink in the log, which

by its shape is below specification but was left in the log for ease of handling and
haulage.

Cutbacks apply to ends of logs or where a section of the log is unusable due to lack
of straightness, or an obvious ant’s nest or limbs encircling a log. Cutbacks for other
defect located at other than the end of logs should be avoided with the defect being
more accurately determined by cross cutting (other than due to Kinks).
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Length of Cutback
pa

) g
|
|

[\
J/z\) |

L
-~

\

Cutbacks can also include heads or butts that are below specifications but which were
not cut off, either by mistake or to deliberately downgrade the log.

Length of Cutback (only if max. permissable pipe is exceeded)

o
e o e o e e it S

126

Cutbacks are recorded as two length measurements separated by a diagonal line (to
nearest unit).

Log No. Length Diameter Pipe
126/120

This fog has 6 dm (0.6 m) of defect that should have been serviced from the log. The

.shorter measurement is used when calculating the volume of the log, or assessing log
defect.

2.3.3 Allowable Length Defects

This is a length defect, which is part and parcel of the log and cannot reasonably be

excluded by servicing. These can be at the ends of logs or anywhere along the
length.

Logs may have both allowable and non-allowable length deductions.

Examples of common length defects and method of measurement follow, but
notwithstanding the guidelines remember the approach is to estimate defects that are

not generally acceptable h the F11 SAA sawn standard, and make allowance using
the principles given.
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Length deductions are given for:

2.3.3.1 Limbs.

2.3.3.2 Burn Scars, Bumps and Swells.
2.3.3.3 Multiple Length Defects.

2.3.3.4 Kinks and Bends (Sweep).

2.3.3.5 Straight Splits.

2.3.3.6 Curly Grain

2.3.3.7 Spiral Grain and Associated Splits.

2.3.3.1 Limbs

Step1

" Step 2:

: A surface defect (limb) is observed

Surface Defect (Limb)

]

Sound limbs may have minimal effect on sawn recovery. Even when an
effect occurs, in many cases this effect does not go to the central pipe.
Hence the section affected will often be less than that caused by a hollow
limb extending to the pipe.

Whiist F11 specifications tolerate some sound limb affected timber, large
sound limbs will distort timber to the extent that defect occurs.

The cross section or proportion of circumference of the log is imagined at
that point, as is the area affected by the defect (in this case about 14). Note

the actual limb is measured - not the section affected by cutting limb flush
with the log.

Normally this is best assessed as a fraction, namely 1/1g, /g, Ya, 113 or ¥4,
23 or Ya.

Section Affected 4
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Note: Care should be taken in assessing proportion affected eg for a defect in
a log of 50 cm dia., to affect 1/4g the defect needs to be 15 cm across.

Proportion 50 cm dia. log 100 cm dia. log
Affected

18 et —

v o —
e =7 '

1
l10

e Hom R LUK

To achieve a 1 dm (minimum) allowance for a length defect, the following

- examples show the length of log that must be affected by a length defect at
various sections:

eg:
"o - 10 dm affected =1 dm allowance
Y - 4 dm affected = 1 dm allowance
113 - 3 dm affected =1 dm allowance.
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Step 3: From a knowledge of broken down logs, the length of the log that is affected
by the limb is estimated (in this case 8 dm).

Length Affected

Step 4: The affected part is a wedge and it is necessary to convert it to an equivalent
round volume (in this case % x 8 = 2 dm).

Equivalent Section of Log

Recorded Length Allowance

Wedge of Defect

\

Measurement Rules

1. Cross sectional area affected should be assessed in fractions, namely 110, /s,
Y4, 113 or ¥2, 213 or %.

2. Alength defect has to have at least 24 dm (2.4m) between it and another length
defect, or the end of the log, otherwise the whole section (including separating
clear wood) is included in the length allowance as shown below.

3.  The allowance for individual length defects must be calculated and rounded up
to the next even dm before totalling the length aliowance for the whale log.

4.  Individual defects attracting iess than 1 dm iength allowance should be ignored
- unless such defects occur together (cumulatively).

5. The minimum length allowance is 4 dm for any log that has a length defect.

6.  Epicormic branches and small bumps affecting only the outermost 40 mm of the
bole should not attract allowances.

7. Special rules often apply for measurement of small logs.
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Normal i Length
Length | to end of

g}!owancg! log
| ]

12dm” " 21dm”,

1
I
1
b )

1
t
I 1
] 1
1
4

S

If the limb affects 1/3 of the log cross section for 12 dm but is 21 dm away
from the end of the log, the allowance is:

13 (12 +21)=1/3(33) _
= 11 which is rounded up to 12.

2.3.3.2 Multiple Length Defects

Example 1:
Normal iength allowances

1)
1
Ll
1
4
)
t
)
t

:
) 26 dm ‘
1 B} 1

Distance between length allowances

If the two limbs both affect 1/3 of the log cross section for 12 dm but both line
up and are 16 dm apart the allowance is:

(12 +16 + 12) x '3 = 40 x /3
=13 rounded up to 14.
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Example 2:
A
Scar 8 Limb 1
26 24 12

1
Limb 2

20

J

In this case the following length defects occur,
. Scar - affects ¥ of the log cross section for 24 dm.

. Limb 1 - affects % of the log cross section for 12 dm but is on the same side as
the scar and is 8 dm from the scar.

. Limb 2 - affects /5 of the log cross-section for 12 dm and is on the opposite side.

of the log to the other limb separated from it by 20 dm. This limb is also 18 dmi™
from the end of the log. '

Allowances would be:

Defect A - (Scar + space + limb1) x % =24+8+12=(44)x% =11=12dm. "~
Defect B - (Limb2 + space) x '/ =12+18=(30)x ' =10 dm.
Total =22 dm.

In instances where multiple offset defects occur, consideration needs to be given as

-to where the log will be crosscut to achieve the best. obtainable sections.
Crosscutting normally would result in an increase in the non-utilisable wood, ie
increase in defect allowance. This complex situation is best Provided for by
increasing the estimated proportion of the log affected, eg say from /3to Y2. Multiple
defects can also render a section of a log unusable,

In all cases, watching logs being broken down at a sawmill is important to help
gain experience in estimating the effect of each type of defect, and how much
of the length and cross section of a log is affected by particular defect types.
Logs will vary from area to area as will the effect of the defect.
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2.3.3.3 Burn Scars, Bumps, and Swells

These are allowed for by estimating the proportion of the cross sectional area
affected and multiplying this by the length. (Based on defect affecting only a

proportion of log depth. Note that defect may occur on scar interface, eg ants, fungal
attack.).

Scar - affects
1/6th of sectlon

- -

Wood not
affected

Scars and bumps, which are assessed as being only surface in extent (outermost _
40 mm) and therefare not affecting sawn recovery, should not be aliowed. Caution E
applying this guide to bumps.

Recent epicormic shoot bumps would generally not be allowed if assessed as
affecting only the sapwood.

Ant windows along the log in association with heavy and gallery evidence at the ends
is indicative of a poor log and will generally require caution and allowance. If unsure,
consider further cross cutting to expose the extent of the defect.

A. Bump affects % cross
sectional area, so allow
36/4 = 9. Rounded up to 10
dm

B. Scar affects 1/3 cross
sectional area, so allow
20/3 =7. Rounded up to 8
dm

Total allowance = 18 dm.
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2.3.3.4 Kinks, Sweep and Poor Shape

Kinks

Where the log can be cross cut in the mill yard at the position of kinks or bends
without significant useable length being lost, and where the useable lengths
recovered are equal to or in excess of 24 dm, then no allowance is given.

A kink or bend within 24 dm of either end of a log should attract a non-allowable

cutback if no useable timber can be recovered (these sections should have been
serviced off).

Similarly, where any length less than 24 dm is lost along the log between kinks and

bends, then full length of such sections should be serviced out or allowed for as a
cutback.

> means "equal to” or “greater than*

\

Non-Allowable

So, if the totai length of this log as presented was 106, it would be tallied 106/72.

Sweep

Sweep is a even change in direction over a distance of usually no less than 24dm.

Shorter changes of direction are bends or kinks and should not be measured as
sweep.

The maximum sweep a log or section of a log can carry is one fifth of the diameter of
the log over a minimum length section (24dm for logs >40cm mid diameter or 30dm
for logs <40cm mid diameter). If the sweep in any minimum length section of the log
is greater than 1/5 of the diameter at that point, (measure with stringline) then that

whole, or part of that section of the log, can be either cut out of the log or allowed for
as a cutback.

it should be recognised that whilst a log may not exceed the maximum allowable
sweep, there will still be a loss in recovery as sweep increases. To make an
allowance for sweep the following procedure should be undertaken.

a) Determine the level of sweep and the length affected remembering the
maximum level of sweep allowable.
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b) Apply the following length allowances over the affected length. This
allowance is in addition to any other allowances applicable to that length.

Level of sweep

Allowance

Allowance over
24dm length

Sweep less than 1in 10 No allowance 0
Sweep between 1in 10 and 1.in 8 | 25% of affected length 6dm
Sweepbetween 1in8and 1in 5 | 33% of affected length 8dm

Sweep greater than 1in 5

Not acceptable as a graded

log

Not applicable

Measurement of sweep

Table showing deflection by log diameter of various levels of sweep

Log diameter Maxin;l:l;g defection jsu;:asgp) over 24dm lf%gth
_(cms}) -
30 3 4 6
35 4 4 7
40 4 5 8
45 5 6 9
50 5 6 10
55 6 7 11
60 6 8 12
65 7 8 13
70 7 9 14
75 8 9 15
80 8 10 16

When applying an allowance for sweep, the allowance is to be applied in addition to
other length allowances. Logs cannot exceed the maximum allowable defect

percentage for their diameter.

If a log can be straightened by crosscutting the deflection is usually caused by a kink
and not by sweep. In cases such as this no allowance for sweep should be made.

Poor Shape

1 JANUARY 2002



HARDWOOD LLOG MEASUREMENT MANUAL Page 37

Where logs are of very poor shape, an allowance equivalent to the estimated Iength
deemed to be lost through shape should be made, eg if estimate one third of the log

is going to be lost in sawn recovery due to misshapen form, then allow 1/3 in length.
This allowance will be higher for logs with pipe.

2.3.3.5 Straight Splits

Straight splits along the log which are inherent in the log, may be allowed as length
deduction as foliows:

1 x Split - no allowance

2 x Splits - 25% of length of log affected
3 x Spilits - 50% of length of log affected
4 x Splits - 75% of length of log affected

28PUTS

Allow 1/4 of 4m = Im -

3 SPUTS

Alow 1/2 of 4m = 2m

4 SPLITS

Allow 3/4 of 4m = 3m

In some cases, excessivé splits should have been serviced off and a non-allowable
deduction may be appropriate.

2.3.3.6 Curly Grain
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Excessive curly grain, where proven to extend through to the heartwood in Brushbox,
may cause a log to be downgraded.

2.3.3.7 Spiral Grain and Associated Splits

Spiral grain in excess of 1 in 8 will render logs non-compulsory, less than 1 in 8 is

acceptable and no allowance is given. The log grader should always check that spiral
grain extends beyond the sapwood.

Splits associated with spiral grain will render affected section of log useless and in
most cases may be serviced off. Where some useable wood appears available, an
adequate allowance to cover the unusable section of log should be made.

Allowance = 3.6 x 1/4
= 10 (rounded)

Spiral Grain

. To determine acceptability of spiral grain in comparison to the maximum spiral

permitted (1 in 8), the foliowing procedure can be undertaken:

Case 1
Grain —
1

Case 2

1. Remove bark to ensure spiral is in wood. Again check to ensure spiral is more
than sapwood deep.
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2. With chalk draw a triangle as shown above on log. Short side 10 cm, long side
80 cm or multiples thereof.
3. If grain is steeper than slope of the triangle (Case 2) the grain is steeper than
1:8, if not (Case 1) the log is acceptable.
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APPENDIX 1

Determination of Defect Percentage

Method A - Sharp Pocket Computer Model PC-1248

Operation

L]

Press ON.
Press SHIFT
Press = (RUN)
Press ENTER

Display will prompt you for the next move

Enter length in dm
Press ENTER

Enter diameter in cm
Press ENTER

" Enter pipe incm

Press ENTER
Enter length deduction in dm (If Nil press 0.)
Press ENTER

Display will indicate defect %

Note: Some pocket computers may also display gross, defect and net volumes
each time ENTER is pressed.

1 JANUARY 2002



HARDWOOD LOG MEASUREMENT MANUAL A Page 41

APPENDIX 1

Determination of Defect Percentage
Method B - Sharp Programmable Scientific Calculator Model EL-5120

Operation of normal calculator function

. Press ON

. Press MODE untii dispiay shows <MODE SELECT>

. Press 1:REAL then use as a normal calculator

. Use ENTER key to calculate

. To exit, Press 2ndF (yellow button) and ON/OFF button (top left)

Note: to calculate the square root (V) of an equation, the equation must be first
enclosed in parenthesis, eg \_F(S?.O + 160 + 192)

Operation of defect program function
. Press ON

J Press MODE until display shows <MODE SELECT>
. Press 4:PROG then use as a normal calculator

. Press 1:RUN. Display will ask which program you want to run, ie RUN
—01:DEFECT You may have to use the arrow keys to scroll to the program of
your choice if there is more than one program in the calculator.

-

s _ Press ENTER. Display will prompt you to enter the length.
. Enter length in dm '
. Press ENTER. Display will prompt you to enter the diameter.

e Enter diameter in cm

* Press ENTER. Display will prompt you to enter the pipe diameter.

° Enter pipe diameter in cm

. Press ENTER. Display will prompt you to enter the tength deduction.

. Enter length deduction in dm. If there are no length deductions, enter 0
. Press ENTER. Displays “Gross volume”

. Press ENTER. Displays “Defect volume”

. Press ENTER. Displays “Net volume”

. Press ENTER. Displays “Defect percent”

. Press ENTER and Brogram starts again, display will prompt you to enter the
next length .

. To exit, Press 2ndF (yellow button} and red CL/CA button.
» Press QUIT. Displays PROGRAM MODE
. Press 2ndF and ONJOFF button (top left)
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APPENDIX 1

Determination of Defect Percentage

Method C - Tables
TABLE A - PIPE DEFECT %

J Refer to left hand column of log diameters. Refer to pipe diameter allowance
along top of page. Where these intersect read off pipe defect percent.

. If the log has no length deduction, this defect percent can be then compared
with the defect percentage permitted from Compulsory Utilisation Schedules.

° If log also has length deduction then note % defect for pipe.
TABLE B - LENGTH DEFECT % -

. Refer to left hand column of log lengths. Refer to length allowance (in dm) along
top of page. Where these intersect read off length defect percent.

o Note length defect percent.
TABLE C - LOG DEFECT

o From pipe and length defect percentages determined from tables A and B,
apply these to this table with pipe defect % across the top and length defect %
down left hand column.

. Where these intersect read off defect percentage for log.
Then compare this defect % with maximum, defect percentage permitted from

Compulsory Utilisation Schedules. - if less, log is compulsory
- if greater, log is non-compulsory.

ACCURACY

The individual tables are calculated to the nearest whole percentage figure. This
means that Tables A and B are calculated to within 0.5% and Table C is accurate to
about 1%.
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APPENDIX 2

Conversion of Area to Equivalent Pipe Diameter

Pipe Allowance {cm) ‘/— equivalent (sq Pipe Allowance (cm) "/_ equivalent (sq
cm) cm)
10 100 68 4624
12 144 70 4900
14 196 72 5184
16 256 74 5476
18 324 76 5776
20 400 78 6084
22 484 80 6400
24 576 82 6724
26 676 84 7056
28 784 86 7396
30 900 as 7744
32 1024 90 8100
34 1156 a2 8464
36 1296 94 8836
as 1444 96 9216
40 1600 98 9604
42 17684 100 10000
46 2116 102 10404
48 2304 104 10816
50 2500 106 11236
52 2704 108 11664
54 2916 110 12100
§6 3136 112 12544
58 3364 114 " 12996
60 3600 116 13456
62 3844 118 13924
64 4096 120 14400
66 4356
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SCHEDULE 9%

The handling fee for the purposes of Clause 15.6 shall be ] per cubic metre for the Year
commencing with the Effective Date. The handling fee for each Year (‘the relevant Year’) thereafter
shall be the handling fee for the previous Year varied in the same proportion as the average Delivery
Charge for the previous Year varies in relation to the average Delivery Charge for the relevant Year.

Wood Supply Agreement - Allen Taylor & Co Limited,
Duncans Holdings Limited



SCHEDULE 10
Small Diameter Timber
Supply Management Maximum Small Nominated
Zone Areas Diameter Timber m® Sites

1 Casino
Glen Innes

2 Grafton 12,000 Koolkhan
Domigo
Coffs Harbour

3 Urunga
Urunga
Kempsey

3 Wauchope
Kendall 23,000 Heron's Creek (1)
Coopemoock

4 Taree
Wingham

Total Maximum
Small‘Dmmeter 35,000
Timber

Note: (1) or other nominated sites

°

- - - - - - - P— . )

Duncans Holdings Limnited

Wood Supply Agreement — Allen Taylor & Co Limited,
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