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EXECUTIVE SUMMARY

The Forests (Wood Pulp Agreement) Act 1996 commits the Victorian government to
supply large volumes of pulp logs to the Maryvale Mill from state forests across the
Gippsland region of Victoria. The Maryvale Mill is owned by the Japanese paper and pulp
company Nippon Paper Group and its subsidiary, Paper Australia Pty Ltd (trading as
Opal), who manage and operates the Mill. In 2025, Opal commenced legal proceedings
against the Victorian Government seeking $402 million in damages, alleging that the
Government’s breached its commitment under the Act to provide the legislated volumes

to Maryvale specified under the Act.

This legal proceeding follows the Victorian Government ending commercial native forest
logging across Victoria’s state forests in 2024. The government also abolished its state-
owned enterprise, VicForests, which was previously responsible for the logging and sale

of logs from state forests across Victoria.

In this report, we review the Forests (Wood Pulp Agreement) Act 1996 as a ‘state
agreement’, which is essentially a contract between the State and companies that
Parliament has agreed to enact as a statute. These types of agreements have the force
of law behind them, and they create frameworks for major industrial and resource
development projects. The Forests (Wood Pulp Agreement) Act 1996 underpinned a

major expansion for white copy paper production at the Maryvale Mill.

However, state agreements can be rigid and lock in regimes that may struggle to adapt
as supply and demand changes over time, otherwise referred to as a ‘staples trap’. We
argue this is the case with Forests (Wood Pulp Agreement) Act 1996. While it was
passed in the Victorian Parliament at a time when demand for white copy paper was
growing, it potentially placed the state at risk when supply and demand changed a

decade later.

Since the passing of the Forests (Wood Pulp Agreement) Act 1996, multiple large and
severe fires have impacted the Forest Agreement Area defined in the Act where pulp
logs are to be sourced and supplied to the Maryvale Mill. Later, environmental
organisations legally challenged VicForests’ logging operations, with the courts
imposing interlocutory injunctions on logging coupes and with courts in some cases
finding that some logging operations failed to meet regulatory codes of forest practice.
Combined with a legacy of intensive logging in forests, these compounding factors likely

impacted VicForests’ ability to supply logs to market.
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However, Victoria has not faced a pulp log shortage. Victoria’s hardwood plantation
capacity has increased significantly and has produced up to 11 times the volume of
native forest sourced hardwood pulp log volumes specified under the Forests (Wood
Pulp Agreement) Act 1996 over the past decade. This was widely anticipated in the
forestry industry, with the previous owners of the Maryvale Mill, PaperlinX Ltd, even
committing to source 100% hardwood plantation pulp logs for its white copy paper
production and transitioning away from native forest sources by 2017. This transition did

not ultimately occur under subsequent ownership.

It has been argued that Maryvale purchasing pulpwood from plantations under the
ownership of private investors meant there would be reduced security in accessing pulp
logs from private plantations, whereas the Forests (Wood Pulp Agreement) Act 1996
affords such security of supply to native forests it covers. Furthermore, private
plantation markets are subject to pricing dynamics that may differ from legislative

supply agreements.

Since the passing of the Forests (Wood Pulp Agreement) Act 1996, significant changes
in market demand have occurred. Consumption of white copy paper in Australia has
decreased by nearly two thirds since its peak in 2008. This decline has largely not been
an issue of supply but rather the displacement of white copy paper demand by email,
digital media, and online platforms that have now reshaped patterns of information
exchange. This has been observed elsewhere in the world, with declines in white copy

paper production occurring in the United States of America and Japan.

The Forests (Wood Pulp Agreement) Act 1996 has struggled to adapt to these supply
and demand shocks, leading to what we have described as legislating a perfect storm. It
has locked the Victorian government into supplying pulp logs from state forests to a
market sector that has been in structural decline. Previous owners of the Maryvale Mill
have transitioned away from white copy paper production and into packaging, where
demand is growing. Therefore, if losses are being attributed primarily to supply
constraints, when they may also reflect structural market decline, then the basis for
compensation under the Act may be open to question considering these broader
structural changes. Governments are not insurers against all forms of commercial risk,
particularly those arising from long-term structural changes in technology and demand.

In this way, the case moves far beyond a standard contractual dispute.
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INTRODUCTION

Predicting the future over long periods of time is inherently uncertain. Yet, industrial
production systems often are dependent on long-term stability in resource availability.
Resource extraction industries may rely on long-term contractual arrangements to
provide certainty of supply and justify long term investment. Some of these contractual
arrangements can be legislated (Office of the Auditor General, 2024). However, such
arrangements can become inflexible and problematic as market conditions, government
policies, and industry structures change over time (DCCEEW and DISR, 2025). In
Victoria’s pulp and paper sector, such an arrangement was embedded in a decades-long
legislative supply agreement that committed the government of that state to supplying
pulp logs to a single pulp and paper manufacturing facility - the Maryvale Mill in the
Latrobe Valley (Parliament of Victoria, 1996). While this legislative supply agreement
was intended to provide long-term investment in the Maryvale Mill (Birrell, 1996), it also
created rigidities in policy and on-the-ground practices by locking forest management
into legislative resource rights far into the future. This legislative supply arrangement,
and others like it, can be difficult to change as market conditions, government policies,
and industry structures change over time (DCCEEW and DISR, 2025).

Long-term legislative supply agreements can expose both governments and companies
to costly legal disputes. This is now illustrated by the case of the Maryvale Paper Mill,
when in 2025, its operator, Paper Australia Pty Ltd (trading as Opal), commenced legal
proceedings against the Victorian Government seeking $402 million in damages. Opal
claims that the Victorian Government breached its commitment to supply pulp logs as
provided under the Forests (Wood Pulp Agreement) Act 1996 (Opal, 2025). Under this
Act, the Victorian Government’s logging enterprise, VicForests, previously provided the
Maryvale Paper Mill with eucalypt pulp logs sourced from State Forests. In November
2022, the Victorian Government advised Opal that it would be unable to fulfil its
contractual obligations to supply wood to the Mill and Opal subsequently asserted that
it was forced to terminate the Agreement in May 2023 (Opal, 2025). Opal claimed that it
had no viable alternatives available to replace the discontinued supplies of pulp logs and
that it was forced to close its white pulp and paper production facility at the Maryvale
Mill in early 2023 (Opal, 2025).

The Victorian Government closed VicForests in 2024 after ending commercial native
forest logging on public land in Victoria (DEECA, 2025). In its final annual report,

VicForests asserted that legal challenges and regulatory constraints on its logging
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operations contributed to this outcome (VicForests, 2024). In some of these legal
challenges, the courts found that multiple logging operations by VicForests were not
compliant with regulatory codes of practice and posed risks to threatened species
(Supreme Court of Victoria (Court of Appeal), 2023). At the same time, the Office of the
Victorian Information Commissioner (OVIC) found that VicForests had previously
directed a private investigator to conduct surveillance of members of the public and

concluded that this contravened Information Privacy Principles (OVIC, 2023).

Following the end of commercial native forest logging on public land, the Victorian
Government’s ability to supply pulp logs as required under the Forests (Wood Pulp
Agreement) Act 1996 was impacted. Opal argued that there were no viable alternatives
toreplace the loss of pulp log supply and therefore white copy paper production needed
to close (Opal, 2025). However, attributing the ending of commercial native forest
logging to this closure may overlook the wider context in which the Maryvale Mill
operates. Over the past three decades, global markets for printing and writing papers
have undergone an accelerated rate of decline, driven by the widespread adoption of
digital communication technologies (ABARES, 2025a). This reduction in demand has also
occurred alongside an expansion in hardwood plantation pulp log production in Victoria,
which is now higher than at the time the Forests (Wood Pulp Agreement) Act 1996 was
passed in the Victorian Parliament (ABARES, 2025b). In this report, we argue that the
Forests (Wood Pulp Agreement) Act 1996 institutionalised a rigid supply framework that
became misaligned with ecological realities, industrial supply systems, and global

market transformations.

THE MARYVALE PAPER MILL AND ITS LEGISLATIVE SUPPLY AGREEMENTS

The Maryvale Mill is in the Latrobe Valley, approximately 180 kilometres southeast of
Melbourne’s central business district (Figure 1) (Jacobs Group, 2023). It is one of
Australia’s largest pulp and paper manufacturing facilities and currently produces
unbleached kraft linerboard, fluting medium, and bag and sack papers for fibre
packaging in Australia and New Zealand (Jacobs Group, 2023). Prior to the abolition of
VicForests and the end of commercial logging in State Forests, the Maryvale Mill also
produced graphic, printing and writing papers (hereafter referred to as white copy
paper). In 2011, the Mill processed approximately 930,000 m? of hardwood pulp logs, of
which 630,000 m® were sourced from native forests (Poyry, 2011). Approximately

500,000 m® of this supply was obtained directly from VicForests operations (Williams &
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Green, 2014). At this time, the Maryvale Mill could produce more than 500,000 tonnes of
paper every year (PaperlinX, 2005).

The Maryvale Mill is managed and operated by Paper Australia Pty Ltd (trading as Opal)
(Opal, 2025). The company is a subsidiary of the Nippon Paper Group, which is based in
Japan and is one of the world’s largest pulp and paper companies (Nippon Paper
Industries, 2024). The origins of Paper Australia Pty Ltd date back to the late nineteenth
century, beginning with Ramsden’s Melbourne Mill in 1868, which later became
Australian Paper Manufacturers (APM) in 1926 (Sinclair, 1990). Around this time, the then
Forest Commission of Victoria began using paper manufactured on an experimental
basis from eucalypt trees in Victoria (Moulds, 1991). Mountain Ash and Alpine Ash trees
were preferred for paper and pulp manufacturing because of their lightness of weight
and colour, fast growth rate, and because of their immediate availability as waste from
sawmills (Moulds, 1991). The Victorian Government promoted domestic pulp and paper
production by encouraging the use of forest and sawmill ‘waste’, which culminated in
the passage of the first Wood Pulp Agreement Act in 1936 (Carron, 1985). This
Agreement provided the conditions for the establishment of the Maryvale Mill and was

part of a broader regime of state-supported industrial concessions that emerged in the

pulp and paper sector across Australia from the 1920s (Dargavel, 1995).

N ot

Figure 1. The aryvle Mill in the atrbe
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This first Wood Pulp Agreement Bill was supported by the Victorian Parliament, with the
then Minister for Forests, Albert Lind, arguing that it would enable the initiation and
development of the wood-pulp and papermaking industry in Victoria from Victorian timbers,
side by side with the development of native forest areas (Victorian Parliament, 19364, p.
3672). The Agreement formalised this relationship by granting Australian Paper
Manufacturers Ltd exclusive and long-term access to pulpwood from public forests.

Clause 14 stated that the Company,

...... without obtaining any lease licence permit or authority under the Forests Act
1928 shall have the exclusive right to obtain pulpwood timber - (i) from the Forest
Area until the expiration of twenty years from the commencement of commercial
production; and (ii) from the Mill Area during the remainder of the term of this
Agreement (Parliament of Victoria, 1936b, p. 434)

The Agreement secured access to approximately 550,600 acres (222,820 hectares) of
State Forest for a period of 50 years (Victorian Parliament, 1936a). The establishment of
the Maryvale Mill sought long-term, state-guaranteed pulp log resource access, as the
Forests Commission lacked the authority to guarantee supply beyond 20 years under its
pre-existing provisions, and Australian Paper Manufacturers Ltd was unwilling to
commit to establishing the Maryvale Mill without extended legislated provisions of pulp
log supply (Sinclair, 1990). The Forests Commission envisaged that pulpwood supply
would be derived primarily from forest and sawmill residues, with production tied to
existing logging operations conducted by sawmills and other timber getters (Victorian
Parliament, 1936a). Construction of the Maryvale Mill commenced the following year
after the passage of the Wood Pulp Agreement Act (Sinclair, 1990). The establishment
of the Maryvale Mill provided the incentive for logging operations to become integrated,
whereby sawlogs and pulp logs were extracted in a single logging operation (Dargavel,
1995).

The Wood Pulp Agreement Act was amended substantially in 1961, expanding the
designated supply area to approximately 2.35 million acres (over 950,000 hectares)
(Victorian Parliament, 1961). This expansion was driven by Australian Paper
Manufacturers seeking to expand its original supply base from the original Agreement,
which had provided only 16% of its required pulpwood. Under the revised agreement, the

then Minister for Forests, L.H.S. Thompson, advised:
A larger supply of pulpwood is to be guaranteed. The new agreement provides for

the supply of 75,000 cunits [212,376 m3] per annum for nine years, to be raised to

The Australian National University
TEQSA Provider ID: PRV12002 (Australian University) | CRICOS Provider Code: 00120C 9



110,000 cunits [311,485 m3] per annum thereafter. The company will take not less
than 50 per cent of the minimum supply of pulpwood. Originally this was 90 per cent
of the annual quantity of 40,000 cunits [113,267 m?], but that was found too harsh a
total provision (Victorian Parliament, 1961, p. 1120)

The Wood Pulp Agreement was further amended in 1966, 1974, and 1984, progressively
expanding supply arrangements and incorporating access to pulp logs from state-
owned softwood plantations. Although the amended Agreement was scheduled to
expire in 2004, 68 years after its original introduction (Land Conservation Council,
1994), it would be extended to 2030 through the passing of the Forests (Wood Pulp
Agreement) Act 1996 (Parliament of Victoria, 1996). This was driven by the plans of
AMCOR Ltd, the successor to Australian Paper Manufacturers, proposing a $380 million
office paper machine at Maryvale, with a production capacity of 180,000 tonnes of white
copy paper per annum (AMCOR, 2000). In fact, the expansion was underpinned by the
passing of the Act (Birrell, 1996).

FORESTS (WOOD PULP AGREEMENT) ACT 1996

The Forests (Wood Pulp Agreement) Act 1996 bound the Victorian Government to
provide a minimum annual supply of hardwood pulpwood from State Forests to AMCOR
Ltd, the owners of the Maryvale Mill at the time of passing the Act in 1996, over the
period of 1996 to 2030. Specifically, the Act was an agreement passed between the then
Minister for Conservation and Land Management, Marie Tehan, for and on behalf of the
State of Victoria administering the Forests Act 1958 and AMCOR Ltd, which was defined
in the Act as the Company. However, Clause 5 of the Act allows for a subsidiary company
to be incorporated or the rights of the Company [AMCOR Ltd] are assigned to any company
includes that subsidiary or assignee company (Parliament of Victoria, 1996, p. 4). In 1998
AMCOR Ltd (2000) assigned its rights under the Forests (Wood Pulp Agreement) Act
1996 to its subsidiary, Paper Australia Pty Ltd. The company advised:

This Agreement [Forests (Wood Pulp Agreement) Act 1996], which commenced on
1July 1996, is between Paper Australia Pty Ltd\ (Paper Australia) and the Minister
for Conservation and Land Management for and on behalf of the State of Victoria
(the Minister) (AMCOR Ltd, 2000, p. 83).

AMCOR Ltd further advised that Paper Australia had the non-exclusive right to obtain
pulpwood provided under the Act (AMCOR Ltd, 2000, p. 83).
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The Forests (Wood Pulp Agreement) Act 1996 includes a Forest Agreement Area (Figure
1), which specifies a defined area whereby Paper Australia Pty Ltd has the right (which
shall not be exclusive) to obtain pulpwood timber by its employees, agents or contractors
from the Forest Area in accordance with any Plan of Utilization without needing to obtain
any lease, licence, permit or authority under the Forests Act (Parliament of Victoria,
1996, p. 10). Under Clause 14, the Act binds the Victorian Government to provide a
minimum annual supply of pulp logs to Paper Australia Pty Ltd from the Forest
Agreement Area that declines from 500,000m?3 per annum at the commencement of the

Act to 350,000m? at its expiration, divided in set time periods:

(a) in each of the years 1996 - 1997 to 2003 - 2004 inclusive - 500,000 cubic
metres;

(b) in each of the years 2004 - 2005 to 2006 - 2007 inclusive - 450,000 cubic
metres;

(c) in each of the years 2007 - 2008 to 2009 - 2010 inclusive - 400,000 cubic
metres;

(d) in each of the years 2010 - 2011 to 2029 - 2030 inclusive - 350,000 cubic

metres,

Of this, at least 300,000 m® was required to be sourced from mountain forests within the
designated Forest Area, defined in the Act as eucalypt forests dominated by Eucalyptus
regnans (Mountain Ash) or Eucalyptus delegatensis (Alpine Ash) trees (Figure 3)

(Parliament of Victoria, 1996). These forests are collectively referred to as Ash forests.

The Forest Agreement Area under the Forests (Wood Pulp Agreement) Act 1996 covers
an area of approximately 1.1 million hectares (Figure 4). Of this, 305,138 hectares
comprises of State Forest previously allocated to VicForests, including 72,619 hectares
of ash forest and 232,564 hectares of mixed-species forest. In total, the Forest
Agreement Area accounted for approximately 17 per cent of VicForests’ previously
allocated estate of 1.8 million hectares. Clause 15 of the Act further requires the
Victorian Government and Paper Australia Pty Ltd to investigate the development and
availability of pulpwood resources within the Forest Agreement Area (Parliament of
Victoria, 1996).
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Figure 3. Native forest pulp logs at Maryvale sourced from Victorian state forests, April
2016. Photo - Chris Taylor

Under Clause 16 (1) of the Forests (Wood Pulp Agreement) Act 1996, a corresponding
obligation is placed on Paper Australia Pty Ltd, requiring it to take or accept delivery of
not less than 85 per cent of the specified quantity of pulpwood provided under the Act
(Parliament of Victoria, 1996). Where Paper Australia Pty Ltd fails to do so, it would be
required to pay royalties on the shortfall at the average rate for that year. However,
Clause 16 (3) introduces a degree of flexibility in the event of forest disturbance. Where
State Forests within the Forest Agreement Area are damaged (e.g. by wildfire), Paper
Australia Pty Ltd would be required to prioritise the use of salvaged logs from those
forests. Forest damage across the Forest Agreement Area is addressed under Clause 32.
Where fire, disease, or other causes that render the extraction of pulp logs
impracticable for the State to supply pulp logs, or if Paper Australia Pty Ltd could not
obtain them at reasonable cost, the supply obligations of both parties under the Act can
be suspended. Under such conditions, Paper Australia Pty Ltd has no claim against the

State for non-supply, and disputes would be subject to arbitration.
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The Forests (Wood Pulp Agreement) Act 1996 includes provisions for the expansion and
adjustment of the Forest Agreement Area. Under Clause 15 of the Act, the Victorian
Government can approve either the expansion of the Forest Agreement Area to include
additional State Forest, or its reduction to an area capable of sustaining adequate
pulpwood supply where availability and development of pulpwood resources indicated
that additional supply was required to meet Paper Australia Pty Ltd’s future needs
(Parliament of Victoria, 1996). Potential forest damage from fire and other causes are
considered. The Forests (Wood Pulp Agreement) Act 1996 provides mechanisms to
extend its duration beyond its original expiry date in 2030. Where the Victorian
Government is satisfied that continued operation of the Act beyond 2030 is necessary
for the ongoing viability of the industry, provisions were made under the Clause 15 for
the Government to recommend that legislation be introduced to extend the Act’s

duration (Parliament of Victoria, 1996).

The Forests (Wood Pulp Agreement) Act 1996 also provided a mechanism for responding
to changes in the economics of the industry under Clause 16 (6), which includes reduced
market demand or substitution by alternative products. In such cases, Paper Australia
Pty Ltd is required to renegotiate its obligations to the Victorian Government and its
presiding minister responsible for administering the Forests Act (1958) (Parliament of
Victoria, 1996). Upon the written request of Paper Australia Pty Ltd, the Victorian
Government is required to confer with the company with a view to agreeing upon such a
modification or suspension of the Paper Australia Pty Ltd’s obligations. However, any
modification or suspension agreed upon by the Victorian Government and Paper
Australia Pty Ltd would be given effect accordingly, but so that all costs of the Victorian
Government as between the parties on condition that it is incidental to any such

determination would be paid by Paper Australia Pty Ltd (Parliament of Victoria, 1996).

On 12 April 2000, Amcor Ltd demerged its paper production operations, which became a
separately listed company on the Australian Stock Exchange under the name of
PaperlinX Limited (AMCOR Ltd, 2000). Paper Australia Pty Ltd, which operated AMCOR
Ltd’s paper mills, including the Maryvale Mill, became a wholly owned subsidiary of
PaperlinX and continued paper manufacturing operations following the demerger (High
Court of Australia, 2005). The pulpwood supply provisions under the Forests (Wood Pulp
Agreement) Act 1996 that were capable of assignment to a subsidiary remained under

the post-demerger corporate structure (AMCOR Ltd, 2000).
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In the late 2000s, PaperlinX reported an unprecedented fall in demand for paper across
all key markets, with volumes declining sharply from an already depressed base as the
global economic slowdown intensified, reducing overall market volumes by 15-20%
(PaperlinX, 2009). In 2009, PaperlinX sold Paper Australia Pty Ltd and its assets to
Nippon Paper Industries for S600 million (Nippon Paper Group, 2009). The Nippon Paper
Group is a large multinational pulp and paper producing company based in Japan
(Nippon Paper Group, 2025). In its acquisition of Paper Australia Pty Ltd, the Nippon
Paper Group aimed to expand and grow its overseas operations, seeking to become one
of the top five pulp and paper groups worldwide (Nippon Paper Group, 2009). The rights
and obligations under the Forests (Wood Pulp Agreement) Act 1996 continued to apply
to Paper Australia Pty Ltd under Nippon Paper’s ownership, consistent with the Act’s

provisions allowing AMCOR Ltd to assign those rights to that entity (Opal, 2025).

LEGISLATED SUPPLY AND STATE AGREEMENTS

The Forests (Wood Pulp Agreement) Act 1996 can be understood within the broader
category of state agreements, a form of legislative-contractual arrangement widely used
in the governance of Australian resource management (DEED, 2026). State agreements
have been widely implemented across the state of Western Australia where they have
been used to encourage investment in large scale resource extraction, particularly
mining (Horsley, 2013). The Office of the Auditor General (OAG) in Western Australia

defined State Agreements as

... contracts between the State and companies (called proponents) that Parliament
has agreed to enact as statutes. With the force of law behind it, a state agreement
creates a powerful framework for major industrial and resource development
projects. State agreements are generally used to give a degree of certainty to high-
cost, large-scale projects that require long-term commitments and large
investments from proponents. They can create significant economic development

opportunities for the State (Beeley, et al., 2024, p. 6).

State Agreements are contracts between the state and capital (Horsley, 2019, p. 3).
These agreements contain financial and non-financial concessions granted by the State
in return for project obligations from private companies. The final agreement is ratified
by the State Parliament giving it legislative status as an ‘Act’, which binds the
government and the relevant company to the agreement over many decades (Horsley,

2019). The Western Australia government administers 64 state agreements through its
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Department of Jobs, Tourism, Science and Innovation (DEED, 2026). These agreements
cover resource extraction for multiple industry sectors, including alumina, forestry, gas,
uranium, and iron ore. A State agreement is ratified by the State Parliament, with the
effect that its provisions may override existing statutory laws of that State (Horsley,
2013). In 2013, the then Western Australian Premier Colin Barnett asserted that about 85
per cent of the State’s petroleum and mineral production was under State Agreement

acts rather than the general laws of the State (Barnett, 2013).

State Agreements have been framed by government as significant economic
development opportunities (Beeley, et al., 2024, p. 6). In introducing the Forests (Wood
Pulp Agreement) Act 1996, the Minister for Industry, Science and Technology, Mark
Birrell, asserted that the Act would underpin the commitment by Amcor to the future of
its operations in Victoria (Birrell, 1996, p. 537). This position was mirrored by the
opposition, with the Shadow Minister for Local Government and Regional Development
supporting the Act and highlighting its significance to not only eastern Victoria but the
rest of the state because of its contribution to Australia's foreign debt (Power, 1996, p.
788). The Forests (Wood Pulp Agreement) Act 1996 was prioritised by Jeff Kennett, the
then Liberal Party Premier of Victoria, whereby the Act was intended to operate
alongside, and in some respects take precedence over, the Regional Forest Agreement
(RFA) process being negotiated between the Commonwealth and the States at the time
of passing the Act. In a letter to the General Manager of AMCOR Ltd, Premier Kennett

made this position explicit:

In relation to the proposals of the Commonwealth for the Victorian Government to
sign the Deferred Forest Agreement, the Scoping agreement for a Regional Forest
Agreement (and the subsequent Regional Forest Agreements), let me also assure
you that the State of Victoria does not intend to enter into any of these agreements
if they are inconsistent with or in any way affect the rights of the Amcor group of
companies or any other companies under legislated wood supply agreements
enacted under Victorian Law. As | have already assured you, the Victorian
Government has no intention of signing any Agreement with the Commonwealth
which I consider disadvantages the industry or compromises new developments
(Kennett, 1995).

Kennett (1995) informed the General Manager of AMCOR Ltd that the State

acknowledged that an assured supply of pulp wood is necessary for the continuation of
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present value-adding operations at Amcor’s Maryvale Mill and to underpin the development

of new productive capacity.

While State Agreements, such as the Forests (Wood Pulp Agreement) Act 1996, enjoyed
broad political support, they have been subject to criticism. Horsley (2019, p. 24) argued
that, in the context of dependence on specific resources, the use of state agreements to
develop predominantly natural resource sectors suggests that they may indeed have
contributed to the ‘staples trap’ in the Western Australian context. A staples trap is a
series of exchange relations in which a subordinate region is locked into a pattern of
underdevelopment (Horsley, 2019, p. 23). Staples theory describes patterns of uneven
development and the peripheral role extraction economies assume within the global
economy whereby a region can become trapped with only little additional economic

diversification or investment (Markey, et al., 2019, p. 26).

Unlike resource sectors in Western Australia, the Maryvale Mill is not geographically
peripheral, but its office paper production capabilities were structurally dependent on
State Agreements providing access to a narrow resource base through VicForests. As
with other staple-dependent systems, such arrangements create vulnerabilities to
fluctuations in external markets, particularly the global decline in demand for printing
and writing paper (Plummer & Agent, 2023) (ABARES, 2025a). However, in the case of
the Maryvale Mill, vulnerability was also associated with the ebbs and flows of the

sawmilling sector, which suffered a series of severe supply shocks after 2013.

DEPENDENCE ON A DECLINING SAWLOG SUPPLY

The Victorian Government’s former logging enterprise, VicForests, previously supplied
hardwood logs extracted from eastern Victoria to approximately 20 sawmills for
processing sawlogs and to the Maryvale Mill for processing pulp logs, with some
remaining residual logs processed into woodchips for export to pulp (VAGO, 2013). In
2013, VicForests announced a planned reduction by 2017 in its supply of D+ Grade Ash
sawlogs from 300,000m? to 215,000m?3, a 25% reduction (VicForests, 2013). However, in
2017, VicForests imposed further reductions in D+ Grade Sawlog, where it forecast that
132,000m?3 of D grade and better quality ash sawlog could be supplied annually from the
available State Forest in the medium-term. This was a further decrease of 88,000m?
from its 2013 Resource Outlook (VicForests, 2017). When these reductions took effect in
2017, VicForests’ largest sawlog customer, Australian Sustainable Hardwoods, was

imposed with a reduction in log volumes from 155,000 m?® per annum to 80,000m3
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(Hurley, 2017). The previous owners of the Australian Sustainable Hardwoods, the
Hermal Group, asserted that such a reduction was not economically viable and that the
sawmill would have to close (Tilley, 2017). In 2017, the Victorian Government, through its
ownership of Heyfield ASH Holdings Pty Ltd, purchased shares in Australian
Sustainable Hardwoods Pty Ltd together with land on which it operated its sawmill in
Heyfield at a cost of $50.6 million (Department of Treasury and Finance, 2017). This was

intended to prevent the sawmill from closing (Premier of Victoria, 2017).

The Sawmill at Heyfield was also at risk of closure back in 2012 when its previous owner,
Gunns Ltd, reported a net loss in 2012 of $903.9 million and began divesting its assets,
including the sawmill at Heyfield (Gunns Ltd, 2012). The Hermal Group subsequently
purchased the Sawmill for just under $30 million and formed Australian Sustainable
Hardwoods. The acquisition was made after discussions with Victorian Government and
on the expectation that long term contracts of 130,000m? of D+ Grade sawlogs per
annum would be provided by VicForests (Tilley, 2017). However, these longer-term

contracts were reported not to have been finalised.

The potential closure of Australian Sustainable Hardwoods risked broader implications
for the integrated hardwood log supply underpinning the native forest industry. The
Victorian Environment Assessment Council (VEAC) asserted pulp log supply was largely
derived as a residual of sawlog extraction, based on a typical split of 43% sawlog and
57% pulp log from an Ash forest logging operation. Consequently, a declining sawlog
supply would likely constrain the supply of pulp logs required to meet the Victorian
Government’s obligation to Paper Australia Pty Ltd under the Forests (Wood Pulp
Agreement) Act 1996. VEAC further advised that maintaining pulp log commitment was
contingent on sustaining a D+ ash logs supply at 130,000m?2 and that any overall sawlog
commitment significantly lower than this would fall below the commitments specified
under the Act (VEAC, 2017, p. 34). The dependency of the pulpwood sector was
structurally embedded into the sawlog sector, with the Victorian government prohibiting
pulp log only operations in state forests. The State’s Timber Industry Strategy asserted
that the sector would be a sawlog-driven industry with all output from the forest, other
than sawlogs, treated as by-products to the sawlog operation (Auditor General of Victoria,
1993, p. 103).
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SUPPLY SHOCKS

VicForests attributed reductions in its D+ Grade Ash sawlog forecasts in the area of Ash
forest available for logging to the protection of environmental values and changes to the
regulations governing its logging operations. Specifically, VicForests asserted the
further decrease of 88,000m® per annum was due to a range of factors including: a
22,000m?® reduction per year due to the impact (direct and indirect) of current measures
in place to protect the Leadbeater’s Possum; a 23,000m? reduction per year due to the
removal of areas which VicForests had assessed as unlikely to be logged for a range of
commercial and ecological forest management reasons; and a 43,000m? reduction per
year due to the expected future impact of measures in place to protect Leadbeater’s
Possum (VicForests, 2017). However, in the parliamentary inquiry into VicForests’
operations, former Greens MP and committee member Samantha Dunn interrogated the
basis of the projected 43,000m? reduction, where she questioned modelling
assumptions and the use of cumulative reductions in forest availability into annual
estimates of sawlog supply (Dunn, 2017). Her questioning indicated that cumulative
percentage reductions projected over multiple years may have been applied to annual
sawlog reductions, raising concerns about how these reductions were represented
(VicForests, 2017b).

This has not been the only supply shock since the passing of the Forests (Wood Pulp
Agreement) Act 1996. In 2001, a review of annual sawlog estimates across Victoria
identified uncertainties underpinning annual sawlog yield estimates that were enshrined
under the Forests Act 1958 (Vanclay & Turner, 2001). Sawlog reductions of up to 83%
were recommended for some forest management areas to allow a sustained yield over
the long term. That review formed the basis of the Victorian Government’s ‘Our Forests,
Our Future’ package, which included a 31% overall reduction in logging across the State
(DSE, 2005). This package did not reduce the area available for logging, particularly in
the Forest Agreement Area under the Forests (Wood Pulp Agreement) Act 1996. The

logging rate per annum was reduced, resulting in lower annual sawlog yields.

The sawlog reductions under the then Our Forests Our Future policy predated the
sequence of megafires that burned across Victoria between 2003 and 2020
(Lindenmayer, et al., 2023). These fires have particularly impacted Mountain Ash and
Alpine Ash forests, whereby nearly 70% of these ecosystems are either severely

disturbed by logging, high severity wildfires and/or combinations of these, or are within

The Australian National University
TEQSA Provider ID: PRV12002 (Australian University) | CRICOS Provider Code: 00120C 19



200 metres of a severely disturbed area, as is the case for the Central Highlands of
Victoria (Taylor & Lindenmayer, 2020).

VicForests estimated that around 10 million m® of standing ash timber with a mill door
value of approximately S600 million was burnt in the 2009 bushfires (VAFI, 2009, p. 12).
However, VicForests did not incorporate fire impacts into its strategic wood supply
model (Trushell, 2017). Instead, fire impact was managed through forward contracting
and by a step-down profile of forward commitments which enabled VicForests to adjust
volumes over time. VicForests also used force majeure clauses within its commercial
contracts (Trushell, 2017). This means that uncertainty surrounding fire impact was
managed through commercial and contractual arrangements as opposed to being within
its modelled wood flows. As fire frequency has significantly increased in the period
between 2000 and 2023 compared with the previous 20-year period (Lindenmayer, et al.,

2023), the impact on log supply becomes equally as significant.

The issues outlined above present a challenge for the Victorian Government under the
Forests (Wood Pulp Agreement) Act 1996. The obligations for VicForests under this Act
presented very different challenges compared with rolling contracts with sawmills,
which were subject to Timber Sales Agreements (TSA). These agreements had a number
of measures that provided some flexibility, such as issuing only relatively short term
contracts and selling some logs to the spot market when appropriate. All TSAs had a
force majeure clause which freed both parties from liability under the contract if an
extraordinary event prevented VicForests from fulfilling its contractual obligations.
VicForests issued force majeure notices for contracts in the Central Highlands region
because of the fires of February 2009 (VEAC, 2017). However, the Forests (Wood
Products Agreement) Act 1996 is a 34-year legislated supply agreement and could not
be rolled over into a new and readjusted supply commitment. The longer-term
component of the pulp log commitment was contingent on there being sufficient sawlog
supply for new TSAs to be issued as contracts expired and the supply of D+ ash logs
around the 130,000 cubic metre mark of 2017/18 needed to be maintained (VEAC, 2017).

This is where the supply shock becomes apparent.

The Forests (Wood Pulp Agreement) Act 1996 itself contains force majeure provisions
under Clause 32. If State Forests in the Forest Agreement Area are damaged or
destroyed by fire disease or other cause to such an extent that it is impracticable for the
Victorian Government to comply with the pulp log supply provisions under Clause 14 of

the Act, Paper Australia Pty Ltd would have no claim against the Victorian Government
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(Parliament of Victoria, 1996, p. 26). Fire has indeed impacted large areas of the Forest
Agreement Area under the Wood Pulp Agreement Act since its passing in 1996
(Lindenmayer, et al., 2023). Former Greens member of parliament, Samantha Dunn,
proposed a Bill to repeal the Forests (Wood Pulp Agreement) Act 1996, arguing that
force majeure provisions under Clause 32 of the Act should have been enacted following
the 2009 bushfires, but the government of the day and subsequent governments have
failed to enact this clause (Dunn, 2018, p. 4222). However, the Labor government and
Opposition supported the Act and voted unanimously against the proposed Bill
(Wooldridge, et al., 2018). The provisions under Clause 14 of the Act remained, despite

the impact of successive fires across the Forest Agreement Area.

The final supply shocks came in the form of legal challenges to VicForests operations
regarding its legal obligations to protect threatened species. The VicForests 2023-24

Annual report asserted:

Following prolonged legal action, court decisions and the end of native timber
harvesting on 1 January 2024, VicForests closed on 30 June 2024 (VicForests, 2024,
p. 2).

VicForests claimed that the cases against it were based on allegations that the
company had or would breach its regulatory obligations contained in the Code of
Practice for Timber Production 2014 and associated documents (VicForests, 2024). The
presiding judge found that several VicForests’ logging operations did not comply with
the precautionary principle and threatened the survival of the Greater Glider
(Petauroides volans). The judge granted injunctions and made declarations which
prevented VicForests from conducting its logging operations in East Gippsland and the
Central Highlands unless it implemented measures, such as a reasonably practicable
survey method likely to detect gliders present in a coupe targeted for logging and, when
detected, undertaking specified actions that included retaining 60% of the basal area of
eucalypts in the logged area of the coupe and implementing ‘exclusion areas’ (Supreme
Court of Victoria (Court of Appeal), 2023).

Areas scheduled for logging by VicForests have been found to overlap
disproportionately with areas identified as high conservation priority for rare and
threatened species (Taylor & Lindenmayer, 2019). The significance of these forest areas
was well recognised prior to the passing of the Forests (Wood Pulp Agreement) Act
1996. During the 1980s and 1990s, there was community pressure to designate large

areas of Mountain Ash and Alpine Ash forests under formal protected areas. However,
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the Land Conservation Council proposed a more limited protected area network, arguing
that the Code of Forest Practices for Timber Production would protect environmental
values in State Forests outside formal protected areas (LCC, 1994, p. 60). Subsequent
judicial findings suggest that this regulatory framework may not be as effective as
intended, the Federal Court of Australia finding a number of VicForests’ logging
operations were not compliant with the Code of Forest Practices for Timber Production
(Mortimer, 2020). In proceedings before the Supreme Court of Victoria, VicForests
presented evidence based on habitat distribution modelling indicating the vast majority
of the coupes contain habitat modelled with a likelihood score of 49.3-93 percent
probability for the presence of the endangered Greater Glider (McMillan, 2020, p. 7). The
Supreme Court of Victoria recorded testimony from the Manager of Environmental

Performance for VicForests, Mr Bill Paul, and summarised that:

Based on his review of the HDM maps, Mr Paul deposes that if the defendant
[VicForests] were restrained from harvesting in coupes likely (meaning a score of at
least 49.3) to contain at least one of the three species, or their habitat, it would shut
down all of the defendant’s operations in the Central Highlands (McMillan, 2020, p.
7).

The Supreme Court of Victoria imposed an interlocutory injunction upon 12 planned

logging coupes in the Central Highlands of Victoria (McMillan, 2020, p. 1).

The legal challenges brought against VicForests by environmental groups in the courts
have been framed as green lawfare cases by industry advocates (Hunt, 2021). Such
framings aim to call into question a person’s or group’s standing as an appropriate party
to commence legal proceedings (Konkes, 2017, p. 191). However, these debates are part of
a broader contest over public interest litigation (Konkes, 2017). While critics may focus
on the identity and motives of plaintiffs, the judicial process focuses on legal
compliance. Where claims of non-compliance are upheld, defendants are required to
comply with these existing regulatory frameworks. VicForests promoted itself on
complying with the Codes of Forest Practice (VicForests, 2021). The supply shock
resulting from legal challenges being upheld may reflect limitations in how the
regulatory system detects non-compliance before those challenges are filed in the

courts (Taylor & Lindenmayer, 2024).

While it can be argued that recent legal challenges impacted VicForests ability to
supply pulp logs under the Forests (Wood Pulp Agreement) Act 1996, it was a final part

in a sequence of events that impacted VicForests capacity to supply logs. Legacies of
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intensive logging practices, impacts of fire, and absorbing the impacts of fire into rolling
contract variation for sawlog supply (with those sawlogs intrinsically linked to the long-
term pulp log supply commitments under the Forests (Wood Pulp Agreement) Act 1996),
arguably had a significant impact on VicForests’ ability to supply pulp logs in the final
decade of the Act tenure. However, VicForests was not the only supplier of hardwood
logs in Victoria. Since the passing of the Forests (Wood Pulp Agreement) Act 1996,
Victoria’s hardwood plantation estate has significantly increased its capacity to supply

hardwood pulp logs.

STATE FORESTS AS A PERIPHERAL STAPLE RESOURCE

While the Maryvale Mill is not located in a geographically peripheral region, its resource
dependency can be understood as spatially peripheral. In the early period of British
colonisation, logging operations were typically concentrated around and near population
centres and transport infrastructure (McCarthy, 2001) (Griffiths, 2001). These early
logging operations focused on high-quality forests that were easily accessible to
markets (Clark, 2004). Remote forests, such as those dominated by Alpine Ash, had
previously experienced very little logging due to their inaccessibility (Grose, 1960). This
was recognised as a constraint by foresters at the time, with the Handbook of Forestry

in Victoria asserting:

The majority of the mountain stands are virgin forest, containing a large proportion
of mature and over mature timber demanding immediate felling for silvicultural and
protection reasons. These stands furnish the bulk of the output for sawn timber in
Victoria. Many of the areas are, unfortunately, inaccessible and remote from a
market, so that as a source of supply of sawn hardwood they cannot at present be

taken into account (Forest Commission of Victoria, 1928, p. 32).

The introduction of mechanised logging systems and the integration of sawlog and pulp
log extraction within the silvicultural method of clearfelling allowed for a significant
expansion of logging into remote forest areas (Clark, 2004). Clearfelling involves
removal of almost all commercial trees from a coupe, usually in one integrated
operation, followed by burning of logging debris and seedling establishment following
logging and burning (Flint & Fagg, 2007). It was developed as a silvicultural method
following research in the silviculture of Alpine Ash (Squire, et al., 1991). This research
asserted that regeneration of Alpine Ash depended on a bare seed prepared during

logging operations or by subsequent cultivation or a planned burn (Grose, 1960, p. 347).
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It was conducted in the Alpine Ash forests surrounding Mount Buller and Mount Stirling
in north east Victoria. Clearfelling became a dominant method of logging as it was
transferred to other forest types (Lutze, et al., 1999). It provided for large volumes of
pulp logs to be extracted from logging operations and effectively industrialised large

and remote areas of native forest (Dargavel, 1995).

Native forests can be understood geographically as a staple resource (Wang, 2024). In
the case of Victoria, large areas of native forest are geographically and economically
peripheral, reflecting their remoteness from markets and challenging topography
(Halsey, 2004). Access to forest product commodities has therefore been associated
with truncated development, in which resource extraction requires access to external
capital and financing. Once established, these production systems can become
entrenched, as industrial capital consolidates its influence over resource access, labour,
and supporting services. This creates a regional dependency on a narrow resource
extraction base (Halseth, 2016).

An important link can be drawn between this staple-based production system and the
way forests are represented within an economic framework. Under VicForests financial
reporting, trees across state forests allocated to VicForests were recorded as biological
assets (VicForests, 2017). The Australian Agricultural standard defines a biological asset
as a living animal or plant, with its valuation measured at its fair monetised value less
costs to sell at the point of harvest (AASB, 2015, p. 7). As a biological asset, trees were
valued for the estimated standing timber available for harvest in the next eighty years,
current (year 1) and non-current (subsequent years), stated in line with AASB 13 Fair Value
Measurement at fair value, less costs necessary to get the assets to the market
(VicForests, 2019, p. 65). Forests were valued economically for their timber potential,

with other values unaccounted. As asserted in VicForests’ annual report:

Given there is no active and liquid market for large areas of native forest, the
standing timber was valued using a discounted cash flow method (VicForests, 2019,
p. 88).

This narrow valuation framework marginalises other values, such as carbon
sequestration and water production for human consumption (Taylor, et al., 2019). It locks
a sector into a single commodity-oriented regime, whereby making the system highly

vulnerable to disruption.

VicForests has been the dominant supplier of hardwood logs from native forests in

Victoria, accounting for approximately 97% of native hardwood log production
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(VicForests, 2024) (ABARES, 2025). Many sawmills depend on VicForests as their sole
source of supply. While the Maryvale Mill has other sources for its pulp and paper
operations, Opal claims that the Mill is dependent on the legislated supply under the
Forests (Wood Pulp Agreement) Act 1996 of which VicForests is committed to fulfilling
(Opal, 2025). However, supply from VicForests has been disrupted and the causes of
these disruptions were likely evident prior to the recent escalation of legal challenges
(VAGO, 2013). Dependence on a single source of supply is widely recognised as a supply
chain risk, particularly where alternative sources are limited or under-developed (Auer &

Rauch, 2021). This risk is amplified when the sole supplier is operating at a financial loss.

Between 2007 and 2024, VicForests made a net loss of $59.9 million despite generating
a revenue of $1.7 billion in log sales and producing stumpage values totalling $416
million (Table 1). Under the State Owned Enterprise Act 1992, state owned enterprises
must pay to the State such dividend, at such times and in such manner, as is determined by
the Treasurer after consultation with the board and the relevant Minister (Parliament of
Victoria, 1992, p. 31). However, VicForests made only four dividend payments totalling
S$4.6 million between 2007 and 2024 (Table 1). Over this period, dividend payments were
limited, with successive years achieving no dividend. Furthermore, biological assets
previously under the state were transferred over to VicForests at a value of $10.229
million (VicForests, 2014). This increased the total biological asset valuation to $48.7
million in 2015. However, this valuation declined sharply after 2016, falling to only $1.7
million by 2022 (Table 1). According to VicForests’ annual reporting, this reduction was

associated with reduced operational capacity (VicForests, 2022).
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Table 1. Summary of VicForests performance between 2007 and 2024 (Source;
VicForests annual reports).

Year Income from Net Profit Dividend Paid Income from Biological Stumpage

sale of products  after tax (AUD) government Asset value (AUD)

(AUD) (AUD) (AUD) valuation

(AUD)

2007 99,117,000 -17,000 2,062,000 3,425,000 - 28,400,000
2008 125,767,000 538,000 0 6,321,000 7,001,000 28,536,000
2009 125,335,000 -5,024,000 0 4,641,000 10,894,000 29,477,000
2010 131,588,000 3,592,000 0 12,334,000 16,221,000 24,498,000
20M 131,414,000 2,323,000 0 1,439,000 27,414,000 31,782,000
2012 116,655,000 -96,000 0 2,165,000 29,980,000 28,986,000
2013 104,474,000 802,000 0 1,457,000 29,447,000 30,789,000
2014 104,258,000 3,411,000 250,000 1,190,000 48,631,000 31,376,000
2015 107,626,000 4,677,000 765,000 2,933,000 48,667,000 33,943,000
2016 112,005,000 3,424,000 1,502,000 4,380,000 46,210,000 36,505,000
2017 103,476,000 -3,170,000 0 5,928,000 39,065,000 29,063,000
2018 100,759,000 1,218,000 0 7,780,000 43,502,000 27,718,000
2019 94,039,000 1,953,000 0 18,718,000 45,607,000 22,066,000
2020 84,792,000 -7,534,000 0 18,084,000 39,958,000 19,405,000
2021 85,576,000 -4,726,000 0 21,121,000 41,591,000 15,312,000
2022 88,351,000 -54,179,000 O 25,206,000 16,284,000 3,114,000
2023 17,901,000 -60,107,000 0 164,193,000 1,662,000 -1,273,000
2024 1,368,000 53,015,000 0 177,236,000 1,765,000 -3,871,000
Total  1,734,501,000 -59,900,000 4,579,000 478,551,000 - 415,826,000

VicForests’ performance was described by the Victorian Parliamentary Budget Office as
incurring a substantial cost to the State of Victoria (Parliamentary Budget Office, 2020).
It estimated that if native forest logging had ended in 2020, the Victorian Government’s
net budget position would have improved by $191.9 million over the period 2019-20 to
2029-30. This consisted of a decrease in operating expenses of $309.6 million due to
the cessation of grants to VicForests, but was partially offset by a decrease in revenue
of $117.7 million to the state as a result of this abolition (Parliamentary Budget Office,
2020). This scenario also assumed that there would be nil cost associated with the

repeal of the Forests (Wood Pulp Agreement) Act 1996.

VicForests asserted that legal proceedings brought by environmental groups against its
operations had impacted its financial performance (VicForests, 2023). However, this
explanation may not fully account for losses recorded in earlier years, such as 2009, prior
to legal challenges. Furthermore, earlier legal proceedings involved a relatively small
number of logging coupes (VicForests, 2012). In contrast, VicForests had nearly 700
coupes listed under its Timber Release Plans in 2011 for its Benalla-Mansfield, Central,
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Central Gippsland and Dandenong Forest Management Areas across eastern Victoria
(VicForests, 2011). The Forests (Wood Pulp Agreement) Act 1996 was potentially
vulnerable because it was a long-term legislative supply agreement dependent on sawlog
output from VicForests’ logging operations (VEAC, 2017). Sawlog contracts were short-
term and sawlog volumes were revised to take account of fire impacts and other factors

(Trushell, 2017). This likely made the long-term supply of pulpwood to Maryvale uncertain.
ALTERNATIVE PULP LOG SUPPLIES

Since the passing of the Forests (Wood Pulp Agreement) Act 1996, Victoria’s hardwood
plantation estate and capacity has increased significantly. In 2000, there were 101,453
ha of hardwood plantations in Victoria (Wood, et al., 2001). This area expanded to nearly
207,000 ha in 2012 but has since declined to 159,000 ha by 2024 (ABARES, 2025). In
1996, the Australian Government had a policy of increasing the country’s plantations
resource from 1 million to more than 3 million hectares by 2020 (Stanton, 1999). While
this goal was not fully achieved, the total area of plantations did increase to ~2 million
ha across Victoria, with hardwood pulp log production increasing significantly (ABARES,
2025). In 2003, Victorian hardwood plantation pulp log production was 206,000m?.
Production increased significantly to nearly 4 million m2in 2017 but declined to between
2.3 million m3 and 2.9 million m?3 per annum by 2024 (Figure 5).

Victorian Hardwood Pulplog Production and Wood Pulp Agreement Supply

Native forest pulplog, plantation pulplog, and legislated Wood Pulp Agreement volumes

4000
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Hardwood plantation pulplog
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0 Hardwood native forest pulplog
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Figure 5. Victorian hardwood pulp log production and Wood Pulp Agreement supply

commitments
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In 2003, Victoria was producing around 1.2 million m?® of pulp logs from native forests
(ABARES, 2025). This peaked at 1.4 million m®in 2008, but then declined gradually to
605,000 m2in 2022. Output then decreased to 107,000 m® in 2023 and to zero following
the abolition of VicForests in 2024. Pulp log output from native forests exceeded the
volumes committed under the Forests (Wood Pulp Agreement) Act 1996 until 2022, when
pulp log production fell from that sector below the legislated levels. However, by that
time, Victoria was producing more hardwood pulp logs from its plantation estate and the
pulp log output was orders of magnitude greater than that from native forests. Indeed, it
was up to eleven times the 350,000 m® minimum supply from native forests specified
under the Act. With Victoria producing significantly more hardwood plantation pulp logs
in recent years, why was there a supply shock at the Maryvale Mill concerning native

forest pulp logs?

The forestry industry has long anticipated an increase of plantation logs. In fact, the
passing of the Forests (Wood Pulp Agreement) Act 1996 was passed with expectations

that the Maryvale Mill would become more reliant on plantation sourced pulp logs:

While the government is mindful of the economic benefits of the agreement, it is
firmly committed to the principle that sustainable economic growth must go hand in
hand with sound environmental practices. The expanded mill will increasingly rely
on plantation wood rather than native forest and by 2010 Amcor plans to reduce its
reliance on native forest from 90 per cent of its intake to 35 per cent. It will also

make increased use of recycled paper (Tehan, 1996, p. 450).

In 2005, the previous owners of the Maryvale Mill, PaperlinX Ltd, announced the
installation of a new Elemental Chlorine Free (ECF) bleaching plant and an upgrade of its

kraft pulp mill at the Maryvale Mill (PaperlinX, 2005). PaperlinX Ltd then proposed:

All of the additional wood required would be supplied from sustainably-managed
plantations as soon as practicable and from existing harvesting activities managed

by Vic Forests in the transition phase. (Australian Paper Pty. Ltd, 2005, p. 3).

For existing bleached pulp production to move to 100% plantation supply, PaperlinX Ltd
claimed that a further 150,000 m® per annum of eucalypt plantation pulp wood would be
required (Australian Paper Pty. Ltd, 2005). At the time, the company considered that it
was not economically feasible to procure these volumes from plantations and that the
additional pulp log supply would be procured from native forests via VicForests until

such time as plantation pulp logs were considered feasible. Instead, PaperlinX Ltd
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referred to a ‘transition’ period, during which it would move from sourcing its pulp logs

from native forests to newly established plantations:

A transitional wood supply would be required between the proposed development
start date and availability of new plantation wood. Any transitional pulp wood
sourced for this purpose from State Forests would be residual wood resulting from
Vic Forests’ sustainable saw log harvesting regime. This would be harvested in
accordance with the agreed Regional Forest Agreements (RFAs). Hence any
transitional wood supply volumes made available by Vic Forests would be met by
diversion of woodchips that would otherwise have been exported (Australian Paper
Pty. Ltd, 2005, p. 5).

In 2006, PaperlinX Ltd publicly announced that it would phase out its procurement of
native forest pulp logs by 2017. Then CEO and managing director of PaperlinX Ltd,

Thomas Park, stated:

Through this investment we are reducing our use of pulp logs and other residue from
Victorian State managed forests and moving to use 100 per cent plantation sourced
fibre for printing and communication papers produced at Maryvale by 2017
(PaperlinX, 2006, p. 31)

This commitment was reaffirmed in the PaperlinX Ltd 2008 Sustainability Report:

This upgrade means that we will move to phase out the use of fibre from state-

managed forests for communication papers by 2017 (PaperlinX, 2008, p. 16).

This strategy was proactively communicated to several environment groups at the time,
including WWF, The Wilderness Society and the Australian Conservation Foundation
(Victorian Forest Alliance, 2006). A collective of environment groups under the Victorian
Forest Alliance published a report ‘Choosing a Future for Victoria’s Forests’, in which the
strategy of the native forest pulp log phase out was detailed (Figure 6). However, As the
kraft mill and bleaching processing expansion was completed in 2008, the transition
plan to sourcing all its pulp logs from plantations was not ultimately implemented and

the input of pulp logs continued to be sourced from native forests.

The Australian National University
TEQSA Provider ID: PRV12002 (Australian University) | CRICOS Provider Code: 00120C 29



B g = 8 5
= =) =) =] =
™ o™~ (] ™~ ™~
800'000 1 i 1 | 1 1 L i | | 1 L 1 | L | B . S IR E - E ]
700,000 <
o
£ 600,000 -
« —
E 500‘000 s r ‘-.-’.‘ e .-‘. - »..."1’ _ 4 T
o Native contract A
S 400,000 § 2 A 82
2 Sawmill chips «53
s B
§ 300,000 - £s
° 200,000
= Hancock Plantations
100,000
0
S PN LA R N ERNE
= k=l o =
o3 ™ o~ o
SOURCE:
Pars. comm.
Paperlinx Years

Wood Supply to Maryvale (PaperlinX 2006)*

Figure 6. Timeframe for native forest pulp log phase out by 2017 (Victorian Forest
Alliance, 2006)

Following Nippon Paper Group’s acquisition of the Maryvale Mill, a report commissioned
by the Australian Conservation Foundation and The Wilderness Society argued that
native forest hardwood pulp logs supplied to Maryvale under the Forests (Wood Pulp
Agreement) Act 1996 could be replaced by hardwood pulp logs sourced from plantations
in western Victoria (NIEIR, 2010). The report identified two primary constraints on such a
transition: the higher cost of sourcing wood from privately owned plantations, compared
to State-managed native forests, and the need to transport logs from Western Victoria
to the Maryvale Mill. This argument was subsequently contested by Poyry (2011), who
argued that while a transition to plantation-based supply was technically feasible, it
would involve economic and logistical challenges. Poyry (2011) estimated that replacing
native forest supply with plantation wood would increase costs by approximately $31
million per annum and reduce long-term supply security. Poyry (2011) contested NIEIR’s
assumptions regarding processing efficiency. However, Poyry (2011) did acknowledge
that substituting native Eucalyptus regnans logs with plantation-grown Eucalyptus

globulus logs would reduce pulpwood input requirements for the Maryvale Mill:
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The amount of the E. globulus pulpwood to be transferred from Western Victoria to
Maryvale is therefore 531,000 m®/a (600 000 m3/a of native forest pulpwood to be
replaced multiplied by a quality benefit of 89.5%) (Poyry, 2011, p. 8).

In this context, plantation-grown Eucalyptus globulus was recognised as a high-quality
pulpwood species. Yet, Poyry (2011) argued that its advantages in processing efficiency
did not offset the broader economic, logistical, and supply risks associated with

transitioning away from native forest resources.

Most hardwood plantation logs sourced in Western Victoria are either chipped in-field or
transported to dedicated woodchip mills for processing and export (Schirmer, et al.,
2017). Poyry (2011, p. 4) asserted that the plantations in Western Victoria are not a state
owned resource that can be allocated to domestic processors and that they were
established to supply export pulpwood markets in Asia. This market orientation
suggests a staples production system towards export markets rather than domestic
processing (Horsley, 2019). Poyry (2011, p. 4) further argued that the need for Paper
Australia Pty Ltd (Australian Paper) to purchase the pulpwood from private investors means
there is reduced security over this supply which is critical to meet the company’s
requirements and that private owners of the plantations will seek to maximise their price
they receive for the resource. In contrast, the Forests (Wood Pulp Agreement) Act 1996
can be understood as insulating the Maryvale Mill from the competitive dynamics that
characterise plantation markets for the legislated portion of its pulp log supply. This
distinction indicates an important difference between the two pulp log supply systems:
plantation resources in Victoria are governed by market competition and export pricing,
while native forest pulp log supply has historically been mediated through State

Agreements that prioritise security of supply over market-based allocation.

CHANGING PAPER MARKETS

Although much focus has been given to pulp log supply, comparatively very little
attention has been directed towards changing white copy paper market demand. The
passage of the Forests (Wood Pulp Agreement) Act in 1996 occurred during a period of
strong and growing demand for communication papers. Paper and paperboard
consumption were then projected to grow by around 30% over the following decade,
with the most rapid growth projected in the consumption of printing and writing paper
(ABARES, 2000, p. 14). However, the legislative and industrial framework underpinning
the Forests (Wood Pulp Agreement) Act 1996 has been largely reshaped by the
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information revolution, in which email, digital media, and online platforms have reshaped
patterns of information exchange. Printing and writing paper consumption have declined
across OECD countries, which has been associated with the uptake of digital

communication technologies and the Internet (Latta, et al., 2015).

In the Australian paper market, the demand for white copy paper has fallen significantly.
According to the Australian Bureau of Agriculture, Resources, Economics and Sciences
(ABARES), Australian consumption of printing and writing paper peaked at
approximately 1.8 million tonnes in 2007-08 before declining sharply to around 660,000
tonnes by 2023-24 (Figure 7) (ABARES, 2025). Printing and writing paper imports in
Australia have followed a similar trajectory, with a peak of 1.3 million tonnes of printing
and writing paper imports being observed in 2007-08 to 526,000 tonnes in 2024-25
(Figure 8) (ABARES, 2025).

Paper Consumption Trends (ABARES)
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Figure 7. Domestic paper consumption trends in Australia (ABARES, 2025)
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Paper Import Trends (ABARES)
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Figure 8. Paper imports to Australia (ABARES, 2025)

Globally, the production of graphic paper (which includes white copy paper) has declined
due to papermill closures and reduced consumption with increased electronic
communication (UNECE, 2021). This decline has been pronounced across Europe, where
production declined by 16.3% in Europe in 2020, and in North America, where production
declined by 24.0%. However, production rose by 4.0% in the Eastern Europe, Caucasus
and Central Asia, which consists of Azerbaijan, Belarus, Georgia, Kazakhstan,
Kyrgyzstan, Republic of Moldova, Russian Federation, Tajikistan, Turkmenistan, Ukraine
and Uzbekistan (UNECE, 2021). Apparent consumption also fell by 2.7% in Europe and by
25.6% in North America but increased by 14.8% in Eastern Europe, Caucasus and Central

Asia, in part due to capacity closures in Europe (UNECE, 2021).

Data extracted from the United Nations Food and Agricultural Organization (FAO) shows
long term production declines in printing and writing papers (white copy paper) across
major paper producing countries throughout the world (FAO, 2026). Amongst the largest
of the white copy paper producers, Japan showed a decline in production from 11.7
million tonnes produced in 2007 to 5.4 million tonnes in 2024, a reduction of 5.7 million
tonnes (Figure 9). The United States of America, the largest producer of white copy
paper in 2001 with 20.9 million tonnes of white paper, declined to 6.2 million tonnes of
production in 2024. European countries that have produced large volumes of white copy
paper, such as Finland, Sweden, and Germany all showed significant declines in their
production between 2001 and 2024. Australia, being a comparatively smaller producer of
white copy paper, showed a decline in production from 544,000 tonnes in 2001 to
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139,000 tonnes in 2024. In contrast, China has emerged as a major white copy paper

producer, increasing from 8 million tonnes in 2001 to 25 million tonnes in 2024 (Figure 9).
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Figure 9. Printing and Writing production trends of the top 11 producing countries plus
Australia (FAO, 2026)

These dynamics are also recognised by the current owner of the Maryvale Mill, Nippon
Paper Group. In its 2024 annual report, the company noted a faster-than-expected
decline in demand for graphic papers, including writing and printing grades, alongside
reported financial losses at the Maryvale Mill (Nippon Paper Industries, 2024). At the
same time, Nippon Paper signalled a strategic pivot towards packaging, with the
company positioning Opal in Australia, as one of the mainstays of the Packaging Business
(Nippon Paper Industries, 2024, p. 10). Within Australia, Opal’s packaging operations
were mostly located at its Botany Mill in New South Wales, which produces

containerboard primarily from recycled fibre (Opal, 2024).
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FSC CERTIFIED SOURCES

According to its sustainability report, Opal aims to transition to 100% FSC certified and
recycled paper supply from the Maryvale Mill (Opal, 2024, p. 15). The Forest Stewardship
Council (FSC) is a global, market-based eco-label that promotes responsible management
of the world’s forests through standard setting and certification of both timber and non-
timber forest products (FSC Australia Standards Development Group, 2018, p. 6). Forest
management enterprises can engage accredited auditors under the FSC and be audited
under approved FSC forest management standards or FSC Controlled Forest
Management Standards (FSC, 2023). Since 2007, VicForests has made multiple
attempts in achieving FSC, either through forest management certification or under the

previous Controlled Wood Standards for forest management enterprises (FSC, 2006).

In 2006, the previous owners of Maryvale, PaperlinX, were awarded FSC Chain of
Custody certification by the Rainforest Alliance and they included VicForests as a
Controlled Wood source under the FSC Controlled Wood Standard FSC-STD- 40-005
(FSC, 2017). PaperlinX’s flagship copy paper brand, Reflex, displayed the FSC label
(Australian Paper, 2006). This controlled wood source approval of VicForests was
contested by environmental stakeholders and VicForests was later removed as an FSC
Controlled Wood source (Butler, 2011). In 2007, VicForests was audited under the Soil
Association Interim FSC forest management standard for Australia. However, the audit
reported major non-conformities under that standard (Soil Association, 2009). In 2017
and 2019, VicForests was again audited, but under the then current FSC Controlled
Wood Standard for Forest Management Enterprises (FSC, 2006). The intent of this
standard was to allow forest management enterprises to supply FSC Controlled Wood to
FSC Chain of Custody certified operations for mixing with FSC certified materials in
production of FSC mixed products. However, the subsequent audits identified major
corrective actions and certification was not awarded to VicForests as these actions were
not closed by the auditors (SCS Global Services, 2017) (SCS Global Services, 2020).

VicForests’s unsuccessful attempts to achieve FSC may have conflicted with Opal’s
commitment to sourcing pulp log supplies from 100% FSC certified sources (Opal, 2024).
Whether VicForests would have obtained FSC certification is uncertain, particularly
considering several legal challenges to its operations and findings relating to
threatened species habitat (McMillan, 2020). Forest certification was identified by the
Victorian Auditor General as one of several challenges that faced VicForests (VAGO,
2013).
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LEGISLATING A PERFECT STORM

The Forests (Wood Pulp Agreement) Act 1996 underpinned the investment for the then
owners of the Maryvale Mill, AMCOR Ltd, to expand their white copy paper production
capacity (AMCOR, 1999a). This was a period when demand for white copy paper was
growing (ABARES, 2000). The Act was embraced and supported by the Victorian
Parliament with its members asserting it would secure investment and economic growth
(Birrell, 1996). However, this growth in white copy paper demand did not continue. A
decade after the Act was passed, demand for white copy paper declined across
Australia (ABARES, 2025). This mirrored a rapid decline in white copy paper production
in historically major producing countries, such as Japan, the United States of America
and Finland (FAQ, 2026). However, white copy paper production has grown in China, and
it has been the major importer of Australian hardwood woodchips to help fulfil supply
needs for their pulp mills (ABARES, 2025a).

The Forests (Wood Pulp Agreement) Act 1996 committed the Victorian Government to
supplying logs from 1996 to 2030. In turn, it locked then AMCOR Ltd and then its
subsidiary, Paper Australia Pty Ltd, into accepting no less than 85% of the specified
volume of pulp logs under the Act (Parliament of Victoria, 1996) (AMCOR Ltd, 2000). The
supply of pulp logs was contingent on a supply of sawlogs (VEAC, 2017). However, these
sawlogs were administered through non-legislated shorter-term contracts between
VicForests and the individual sawmills. As multiple fires burned large areas of the Forest
Agreement Area specified under the Act (Lindenmayer, et al., 2023), the capacity of
VicForests to supply volumes of sawlog at pre-fire level was impeded. In 2013,
VicForests announced it would reduce sawlog volumes by 2017 (VicForests, 2013). The
level of reduction was increased (VicForests, 2017b). However, the driving influences
behind these increases were questioned (Dunn, 2017). These reductions would have
resulted in lower volumes of pulp log, with volumes of Ash pulp logs falling below the
minimum threshold of 300,000m?® per annum specified under the Act (VEAC, 2017). There
may have been more pulpwood available for logging. However, pulpwood only extraction

in State Forest was prohibited under Victorian government policy.

Following these initial sawlog reductions, several environmental organisations filed
legal challenges against VicForests’ operations, with interlocutory injunctions being
upheld and with courts in some cases finding that regulatory codes of forest practice
were not fully complied with on multiple logging coupes (McMillan, 2020) (Mortimer,

2020). These cases were framed as ‘green lawfare’ (Hunt, 2021), yet claims of non-
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compliance against regulatory codes of forest practice were brought before the courts
and, in some instances, were upheld (Mortimer, 2020). This raises questions on the
effectiveness of the regulatory system and its ability to detect non-conformance and
enforce regulatory codes of forest practices (Taylor & Lindenmayer, 2024). VicForests

was legally obligated to abide these codes of forestry practice.

The Forests (Wood Pulp Agreement) Act 1996 struggled to adapt to future supply and
demand shocks and disruptions. It was intended to provide long-term resource security,
but instead may have contributed to instability within a rigid legislative framework that
was not adaptive to unplanned supply and demand disruptions. The Act did contain
clauses allowing the government to enact force majeure following bushfires, yet a 2018
parliamentary motion to enact this mechanism in the Act and repeal the Act was
overwhelmingly opposed by the Victorian Parliament in 2018 (Wooldridge, et al., 2018). It
may be that the Forests (Wood Pulp Agreement) Act 1996 has contributed to a staples
trap, which has locked a resource sector into a pattern of underdevelopment (Horsley,
2019). The Maryvale Mill's copy paper production was structurally dependent on State
Agreements providing access to a narrow and vulnerable resource base through

VicForests.

The irony is that Victoria is now producing more hardwood plantation pulp logs for paper
production than when the Act was passed in 1996 (ABARES, 2025). However, these
plantations are mostly located in western Victoria and pulp logs produced from them are
destined for export pulp and paper markets (Poyry, 2011). It is likely that the Forests
(Wood Pulp Agreement) 1996 Act may have created a disincentive for the Maryvale Mill
to source logs from these plantations, as ownership resides under private enterprise and
these enterprises seek to maximise their returns on investment (Poyry, 2011). The Act
instead functioned as a legislative mechanism that continued a long-term staples-
dependent development pathway, dating back to the first Wood Pulp Agreement Actin
1936 that underpinned the construction of the first iteration of the Maryvale Mill.

A final consideration would be if the underlying business model for white copy paper
manufacturing was already under severe pressure from consumer decline, then the
assumption that continued log supply would have preserved profitability is difficult to
sustain. We may see some indication of this by looking at the previous owners of the
Maryvale Mill. Its original owner, AMCOR Ltd, divested its paper making business as well
as the Maryvale Mill in 2000 and focused on packaging (AMCOR Ltd, 2000). This

divested business was PaperlinX and by 2009, it reported ‘an unprecedented fall in
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demand for paper’ (PaperlinX, 2009). It sold its paper manufacturing business that year
to Nippon Paper Group to reduce costs and lower debts. These divestments and sales
were occurring long before any government policy announcements to end native forest
logging in Victoria. Therefore, if losses are attributed primarily to supply constraints
when they may also reflect broader structural market decline, then the basis for
compensation under the Forests (Wood Pulp Agreement) Act 1996 may be open to

question. Governments may be obliged to honour State agreements. But they are not

insurers against all forms of commercial risk, particularly those arising from predictable,

long-term changes in technology and demand. In this way, the case moves far beyond a

standard contractual dispute.
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