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MR WEICKHARDT: Good morning, ladies and gentlemen. Welcome to the
public hearings for the Productivity Commission inquiry into waste generation and
resource efficiency. My name is Philip Weickhardt. 1'm the presiding commissioner
on thisinquiry. Theinquiry started with areference from the Australian government
on 20 October 2005. The inquiry will examine ways in which waste management
policies can be improved to achieve better economic, environmental and social
outcomes. Theinquiry covers solid waste and, more specifically, the issues
associated with municipal, commercial, industrial, construction and demolition
wastes.

We're grateful to the many organisations and individuals who have already
participated in thisinquiry. The purpose of these hearingsisto provide an
opportunity for interested parties to discuss their submissions and their views on the
public record. We released a draft report on 23 May 2006 and have received a
number of submissions on the draft report. We have already held hearingsin Perth,
Brisbane, Sydney and Canberra, and today will be the completion of the hearingsin
Melbourne.

After considering all the evidence presented at the hearings and in submissions,
aswell as other relevant information, afinal report will be forwarded to government
in October 2006. Participantsin the inquiry will automatically receive a copy of the
final report.

We like to conduct all hearings in areasonably informal manner, but | remind
participants that afull transcript is being taken. For this reason comments from the
floor cannot be taken, but at the end of proceedings for the day, I'll provide an
opportunity for anyone wishing to do so to make a brief presentation.

Participants are not required to take an oath but are required under the
Productivity Commission Act to be truthful in their remarks. Participants are
welcome to comment on the issues raised in other submissions or by other speakers
here today. The transcript will be made available to participants and will be
available from the commission's web site following the hearings. Copies may also
be purchased using an order form available from staff here today. Submissions are
also available on the web site or by order form.

To comply with the requirements of the Commonwealth occupationa health
and safety legidlation, | draw your attention to the fire exits, evacuation procedures
and assembly points. The fire exits are out this door, or the one next to it, and into
the lift well, and there are stairwells that are labelled on either side of the lift well.
We a so have afire warden with us today from the commission, who I'm sure will
assist us. Although it's a bit overcast, the assembly point is opposite in the Treasury
Gardens, quite anice place to go.

3/8/06 Waste 1125



Can | ask people to turn off their mobile phones or turn them to silent. I'd now
like to welcome our first participant, the Waste Management Association of
Australia, landfill division. If you could please for the transcript give your name and
the capacity in which you're appearing.

MR BATEMAN: My nameis Sam Bateman and I'm the chair of the national
landfill division of the Waste Management Association of Australia.

MR WEICKHARDT: Thank you very much indeed, and thank you for appearing
and for your submission, which you should assume we'veread. But if you'd like to
make some introductory comments, that would be helpful.

MR BATEMAN: I've prepared a short overhead presentation, Mr Weickhardt, and
I'd like to talk to that.

MR WEICKHARDT: Fine. Well just adjourn for amoment while we get this
sorted out.

MR WEICKHARDT: WEell recommence, thank you.
MR BATEMAN: If you'djust moveto thefirst slide please, Nigel.
(Overheads shown)

MR BATEMAN: What I've donein this presentation, Mr Weickhardt, isto just go
through some of the draft findings in your draft report and draft recommendations
and to make some specific comments about them. Thefirst one I'd like to comment
onisdraft finding 2.1, which is about data on waste. I'm just commenting that it's
often stated in various government policy documents that Australiais a particularly
wasteful society based on the amount of waste being sent to landfill on a per capita
basis. Thisiscertainly the casein Victoriaand | think in other states as well.

In Victoriathe amount of municipal waste - waste that is defined as municipal
comes from residential premises and some council activities - in 2003, the latest year
for which | could get figures, was 380 kilograms per capitaper year. That isthe
amount of waste going to landfill. Since the original hearings of the inquiry |
prepared a paper - and I've attached that to my submission on the draft report - about
what was happening in Europe in terms of waste generation and particularly the
landfill directive that's operating in Europe. During that process | got some data
from the European Union itself, which commissioned various reports into the amount
of municipal waste being sent to landfill. It turnsout that Australiais certainly not a
wasteful society when compared to our colleagues in Europe, and | give afew
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examples there of other countries in Europe. These are the ones which generally
depend on landfill for waste disposal as does Australia.

In Ireland it was 500 kilograms per capita, in the UK it was 460 kilograms per
capita, in Greece it was 380, the same as Victoria; in Spain, 370; in Portugal, 340; in
Italy, 320, and in Finland it was 290. All of the countries I've quoted there have
some amount of incineration in their waste management systems, whereas Australia
has none - no incineration in Australia - which reduced the waste. In Australiawe
have only our efforts at recycling, composting and other waste minimisation
activities to reduce our waste to landfill, and | think we do commendably well.

| think given that we rely totally on landfill, we do very well at minimising
waste and recycling waste, and in fact | would say that the landfill industry has not
been any inhibition to that activity in Australia. 1'd say that our kerbside recycling
systems are as good as any other in the world in terms of recovering material. There
arealot of EU countries which have less than 200 kilograms per capital to landfill,
but that is because they have alot of incineration, which of courseisavery big
reducer of waste, just by the fact that it's burnt. So those are the countries that have
much less than Australia because they have incineration. That's the first point:
Australiais doing pretty well with thiskind of situation in terms of recycling and
waste minimisation, even with the landfill industry asit is.

The next dlide is about the draft finding 2.2 and recommendation 13.1, which
bemoans the lack of a reasonable database on waste in Australia. | just point out that
there is a system called the Australian Waste Database that was set up in the early
90s, and | understand through talking to Nigel before the hearing that you're aware of
this. Thisisadatabase that was developed at the University of New South Wales by
one of my ex-colleagues, so | know abit about it. It'safairly sophisticated and
useful instrument for dealing with waste data because it looks at the sources that
generate the waste as well as the actual material composition.

This database has died through lack of support from state governments. It was
maintained by the federal government for awhile, and I think it might have gone to
the CSIRO - the last time | heard - but it's not being kept up to date and isn't really
being used. But it isasystemised approach which is capable of giving you
consistent data. 1'm pointing this out, but | understand you already understand about
this database. Just as an aside, | think in the Waste Management Association thereis
some interest in reviving this database and possibly the Waste Management
Association taking some role in maintaining it, because it's very much in our
interests. We're very interested in that and we think that the collection of data on
waste is an important issue. That's just acomment about the database.

Talking about draft finding 4.1 about the external costs of landfill, in my
presentation before the draft report you asked me a specific question about what my
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comments were on the external cost of landfill. | declined to make a comment, but
since then and since writing this paper that | refer to in my submission, | have got
some confidence to say that a figure of about $20 atonneis probably a reasonable
figure for the Australian situation in terms of the external cost of landfill. That was
somewhat similar to your own conclusions from your research.

But | just wish to point out another instrument that's used in some jurisdictions
called financial assurances, which is used to, if you like, impose an additional cost on
landfill to take account of its external impacts. Thisisused in Victoria, and financia
assurance is a bank guarantee or some other instrument that is produced by the
landfill operator which will cover remedial action from a pollution event. It will
cover the closure costs of the landfill if the operator goes out of business and walks
away from the site. There are funds there to close the site and aso to cover the
post-closure costs for maintaining and monitoring the site until it's benign. So
financia assurances add to the cost of the landfill operation and it's away of bringing
these external potential costs into the actual cost structure of landfills. | think it'sa
good way to go and I'd recommend that the commission consider financial
assurances as away of making sure the landfills charge the full cost of their
operation.

Moving on to draft finding 4.3, in which you comment on alternative waste
treatment, we agree that the benefits have been overstated by mainly inflating the
disbenefits of landfill by saying the real cost of landfill isavery large figure, and our
costs are alot less than that. That has been commented on in the draft report. State
governments, we believe, have found the black box solution an attractive option
compared to committing some real money on enforcing their own regulations. |If
proponents come along and say, "We have a waste factory that will deal with all the
waste and there will be nothing coming out the end of it, you don't need to worry
about it any more,” that seems a lot more attractive than the messy and sometimes
costly business of regulating landfill.

Also, AWT performance has been shown not to always meet the rhetoric of the
AWT industry. There'scertainly afair bit of evidence of that. Alternative waste
treatment always produces residual waste which hasto go to alandfill in any case,
and in some cases, when they have problems with their processing, most of the waste
ends up in the landfill. Thelandfill industry is not totally opposed to alternative
waste treatment, and quite a number of landfill operators are considering introducing
at some time in the future some form of alternative pre-disposal treatment at their
sitesin order to recover more recyclables or to pretreat the waste, but we don't think
it's acomplete substitute for landfilling.

Draft finding 5.1 was about waste minimisation. The landfill industry supports

waste minimisation and, as | said with my first slide, the evidence of that is that we
haven't been any inhibition to a very creditable recycling performance in Australia
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when you compare our situation to that of other countries. It'swilling to play its part
in the recycling of waste and certainly does not just want to dump everything into a
wholein the ground. That is definitely not our approach. But landfill avoidance,
which is underpinning many government policies based on a claimed inherent
adverse environmental outcome, we don't think is atenable position when we have
the best practice measures at landfills, as we've been discussed and as was discussed
in the report.

On that point, just to show alittle how the tone of the waste management
policy setters has changed in the last few years, | quote something from the
introduction of a Victorian government policy. It was the best practice environment
guideline for landfills that was issued in 2001, and in the preamble to that it was
stated that landfills will continue to underpin our waste management strategies. That
was the basic principle that they were considering, and they wanted to improve the
performance of the landfills by that new guideline.

But only a couple of yearslater, when the state government introduced the
waste management policy for landfills, which is another document that the Victorian
state government produced, the language changed to: "The policy reinforces that
landfills are the least preferred waste management option,” and, "Parts of the
environment will continue to be sacrificed for landfilling purposes.” Thiswasin the
draft document of that policy; quite adifferent changein tone. There seemsto bea
changein view in state governments that landfills have to be got rid of because
they're inherently bad. | think your report supported the fact that they're not
inherently bad, and we commend you for that conclusion.

You talk in draft finding 7.1 and recommendation 7.2 about targets for waste
minimisation. We certainly support your view that targets should be based upstream,
not just atarget of minimising waste to landfill per se, and that these targets should
take cost benefits and location into account because some waste minimisation efforts
are not viable in remoter areas. But we think where materials can be economically
recycled and waste producers need more encouragement - by that | mean they are
perhaps not as diligent as they might be - setting of targets with some sanctionsis
appropriate. For example, the landfill industry sees no reason why any steel should
ever by landfilled, because, number 1, it's very easy to get out of the waste stream
with a magnet; and, number 2, it's eminently recyclable. In that case we see that
having sanctions to encourage people to recycle steel moreis certainly appropriate.

We would certainly support your comment or your conclusion that the target of
zero waste is aspirational and distorts policy settings. We think a zero waste target is
distorting the policy setting of state governments and is something that can never be
achieved.

Just moving on to our favourite topic, the waste hierarchy, where we aways
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end up at the bottom, it is an oversimplification of resource efficiency, and | think the
commission has seen that quite clearly. It isunfortunately now enshrined in some
legislation, and it certainly isin the Victorian EPA Act. One of their preamble
sectionsin the EPA Act deals with the waste management hierarchy. Thisis
sometimes used by state governments in discussion with the landfill industry when
they're possibly pointing out some different approaches they might like to take. They
say, "There's always the waste hierarchy and we have to follow that,” and it gives a
very blinkered view of the waste management options. So we make a comment on
that.

One of the things we disagree with in terms of your recommendations concerns
landfill gas. The landfill industry has come to see landfill gas management as an
integral part of best practice landfill, on asimilar level to |leachate management and
other aspects of landfill management, and it's also a source of renewable energy for
electricity generation. Just recently | was asked to give an estimate of how much
was being generated in Australia, and 103 megawatts was the figure that was
concluded from that. So it produces a significant amount of energy, and that is
increasing al the time.

The control of landfill gasisimportant because it's not just for greenhouse gas
but because it has an odour impact. It can cause an explosion hazard if the gas
escapes into chambers or into buildings. It also has a significant impact on
revegetation and it has a big greenhouse impact. Methane emissions from landfill
are asignificant greenhouse gas. So the landfill industry believes that it should be
managing landfill gas as a priority and that iswhat is happening.

Also in that process there are new capping techniques being developed in
Australia. There'sresearch going on, | know, in New South Wales into how you can
cap landfill sites to minimise the fugitive emissions of methane by oxidising the
methane in the cover by using bacteria. It's an ongoing issue for landfills and we
think it's very important and should be regulated, just like other things.

Draft finding 8.3 concerns compliance with regulations. We agree that
compliance has been weak in some areas, especially with small rural landfills. A
landfill is often seen as an essential service which it is difficult to close down. It's
not like closing down a petrol station when there's another one around the corner. If
you close down alandfill, it causes major disruption, and it may be the only waste
disposal facility in that area, so there's some reluctance to take such a draconian
measure and things have been let go, asyou say.

But the performance of rural landfillsis definitely improving and, although
there are many landfills which in the totality of numbers would not meet best
practice, | have to state again that our national landfill survey shows that 70 per cent
of the landfill wastein Australiais disposed of in large urban and large regional
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landfills which, if not at best practice, are certainly approaching that. So athough
there is alarge number who do not, they don't handle alot of the waste. The larger
landfills are obviously better regulated and the smaller landfills are variable and need
to improve. The state government EPASs need to go down that path and improve the
landfills, and we support them in that.

Draft recommendation 9.1 is about levies. Thisisavery interesting finding
from the commission. The landfill industries have been fairly relaxed about levies
because they are revenue neutral on our operations. Thelevy is passed directly onto
our customers and that is accepted by the customers. There's no discounting of
levies. But on reading your report we were struck with the fact that you've identified
it asatax, as basically atax to fund state government activities that should be funded
from their general revenue. If they want to do something about waste minimisation,
they should put the money into it. They've used levies as a convenient way to beat
their chests and say they're doing al this stuff for the environment, but they're not
actually paying anything.

They do help promotion of recycling at landfills because of the rebate system,
whereif you recycle amaterial at alandfill you can get arebate on the levy, and that
inaway indirectly supports the recycling activity. But even there | know some
landfills have gone considerably down the track of recycling, putting in specia plant
and machinery and investing alot of money, and then they end up with an argument
with the state government about the amount of the rebate, because they're talking
about hundreds of thousands of dollars, not just afew tens of thousands.

In Victoria anyway, the rebates are paid on an annual basis and the levy is paid
on aquarterly basis. The landfill industry in Melbourne has been complaining to the
state government for at least two years, maybe longer, about the fact their rebates are
annual and their levies are quarterly, and we just get the comment, "We'd have to
change the EPA Act to do that and that's too difficult." As soon as they think of
something, the EPA Act is changed in five minutes, but if we suggest something it's
too difficult, and that just goes on and on. You'd think if the government wanted to
promote recycling they'd be giving the rebates quarterly to encourage peopleto doit.

But there are some levies which actually have an adverse environmental
outcome. Theone l'd point out isthe levy on asbestos. The levy on asbestosin
Victoria at the minute is $26 atonne. There's only one place you can put asbestos
when it comes out of abuilding, and that'sin alandfill. You can't recycleit, you
can't useit for anything else. It isahazardous material that has to be handled
properly and has to be buried properly in the landfill. What is the justification for
charging $26 atonne on asbestos? The only effect it would have would be to
encourage unscrupul ous operators to dump it somewhere else rather than in a
landfill, but if we put that to state government | can assure you they would take
absolutely no notice of us.
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Using leviesto promote better management of landfills will have a positive
environmental outcome. If you have levies that differentiate between best practice
and poor practice, that will help to divert more waste to the better practice landfills
and encourage the poor practice landfillsto improve. We are pleased to find that you
have found that levies are atax, and the landfill industry may take a slightly different
view about these leviesin the future.

Draft recommendation 12.2 is about your fairly harsh criticism of local
government. Local government is part of the landfill industry, and we see them
managing urban landfillsin aregional context already. There are numerous
examples of local governments combining together in groups to manage an urban
landfill, and | just quote three of them. There's NAWMA in Adelaide, which | think
Isthe North Adelaide Waste Management Association; the ERMC in Perth, which is
the Eastern Region Metropolitan Council; and there's alandfill in Perth at a place
called Copping which is ajoint operation between three or four councilsin
Tasmania. These landfillsare, | would say, best practice landfills. They certainly
follow all the approaches that we've put forward as a best practice landfill. They're
all managed successfully by local government.

There has been in the past some propensity for local government to use
landfills as a cash cow, where they take the money but don't actually spend it on the
landfill, but that is becoming rarer, I'd say. It's not as common now asit used to be,
and local government is taking aresponsible attitude to landfilling. But the standards
and regulations must be enforced to the same extent as they for private landfills.

Moving to state government policy, just ageneral comment: regulation of
policy for waste management lies with the states. We'd have to say in the national
landfill division we have a telecon amongst the different states every month and we
talk about recent changes in regulations in each state, and we come to the general
conclusion that recent changes will have the consequence, intended or otherwise, of
making it difficult or impossible to site and license new landfills. The particular
landfill that | work at, at Wollert, the Hanson Landfill Services, which | talked about
in my last submission, is, I'd have to say, one of the best operated landfillsin
Australia, and it would not get a permit if it had to meet the current regulatory
situation in Victoria, for various reasons.

The EPA has exempted us from the new regul ations because they don't want
the landfill to shut. 1t would be abit of aproblem if our landfill closed down, but it
would be very difficult to open anew landfill in Victoriain abasalt quarry because
of the hydrogeology of basalt quarries and because of the new regulations. The
situation is the samein other states. The ultimate consequence of that will be that,
when the current generation of landfills close and new landfills need to be opened,
they will find it extremely difficult to get a permit because of various regulatory
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changes that have gone in, and this applies all over Australia. So, although there's
plenty of air space currently, as you identified in your report, and that will probably
go on for the next 10 to 20 years, after that it's going to be a different thing.

There's been a policy shift to switch from landfill for residual waste to
alternative waste treatment. As| just mentioned earlier, quoting the different
examples from government waste management policy documents, you can see the
changeintone. There seemsto be ashift against landfills. Whereasin the past the
policy approach was to improve landfills, to produce better regulations, better
standards, better monitoring, better lining, it's shifted to, "We don't want them at all."

Thelast dideis, "Where to from here?' The Productivity Commission draft
report, we'd have to say, is abreath of fresh air for the landfill industry - maybe not
the most appropriate turn of phrase - and it questions the cost benefit of the current
rush to zero waste. The landfill industry supports the findings of the draft report and
hopes that the federal government will encourage the states to re-examine its policy
directions.

I would like to finish with a question to you, Mr Weickhardt. What happens to
the report when you finaliseit? What impact isit going to have, where will it go or
what policy changes might come out of it? | leave that question open for you.
Thank you very much.

MR WEICKHARDT: Thank you. | think our terms of reference poses easier
guestions than the last one you've just posed us. I'm afraid I'm not Nostradamus and
| can't tell you exactly where it will go and what will happen toit. | hope that it has
some impact on policy-makersin the federal and state arenas, but it's out of our
hands once we present it to government. We will do our best job to try to make it as
accessible and useful as we can, and we sincerely hope not many copies of it are
landfilled or sent to an AWT but that they're used and referred to.

MR BATEMAN: Thank you very much for that, Mr Weickhardt. Just alast
comment: 1'd just like to reiterate that personally | was very impressed with the
report. 1I'm very impressed with how quickly it was brought together and how
accurately it reflected the waste industry, and the same goes for all my colleaguesin
the landfill industry and | think in the wider waste management industry too, though
they obvioudly fedl alittle in disagreement with some of your conclusions. | think
we have to congratulate the commission on doing an excellent job. If thisreport had
been available 10 years ago, things might have been different.

MR WEICKHARDT: Thank you for that input. Our work in the commissionis
really made possible by the input of |ots of people who generoudly give time, such as
yourself, to inform us as to what's really happening. The errors and omissions are
ours, but the input we get isvery, very useful. | should say, and we've said it in our
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report, although some in the industry have characterised our report as being
pro-landfill, we've tried, and we will continue to try to be absolutely objective and
neutral about any particular form of waste management approach. We're here to try
to examine what's good for the community overall, and if it so happens that landfill
isn't as bad as some people think - and that was the view we reached in the draft
report - so beit. But we're not here to advocate or spruik for any particular sector of
the industry.

I'd like to take you back to the last comments you were making about the
recent regulatory changes that you say will make it very difficult, if not impossible,
to site new landfills. You referred to something to do with an impact which relates,
in Victoriaat least, to geology and siting landfillsin basalt or old basalt quarries.
Can you outline what some of these recent regulatory changes are and what their
thrust is, and whether or not, albeit at a cost, the landfill industry could meet those
requirements, even if they had to change current practice.

MR BATEMAN: The particular regulation that | had in mind was in the new waste
management policy for landfills which is being implemented by the Victorian state
government. In that, there's arequirement that the waste must be two metres above
any aquifer in the ground, any groundwater body in the ground. In the Melbourne
geology of basalt quarries - most of them are in the northern part of Melbourne -
there are usually several basalt flows, and the upper basalt flow is obviously the one
that is being mined for basalt because it's closest to the surface. It isafractured rock
basalt mass and there is groundwater init. Thereisagroundwater aquifer by any
definition in that upper basalt flow.

That groundwater aquifer may typically hit 10 metres below the ground,
something like that, and the quarries remove rock from below that level. They go
down maybe 20 metres or something like that. So you end up in the result with the
base of the quarry being maybe 10 or 15 metres below this notional level of the
aquifer and you have to somehow get to be two metres above it. That meansfilling
the quarry back in with a massive amount of material, which just isn't viable. You'd
have to fill the quarry before you could fill the quarry.

This was pointed out to the EPA during the consultation process on the draft.
We're saying, "In effect this new policy that you are proposing will make it
impossible to have alandfill in abasalt quarry in Victoria." They sort of privately
acknowledge, "Yes, that's right. That's what will happen." In effect, there isaway
around that, which isthat if you have an environmental auditor under the act, which
Isaparticularly designated person appointed by the EPA, and if they can state that
there's no possible chance of harm or detriment to the groundwater if you do go
below the groundwater and produce scientific evidence as to why that would be the
case, the EPA would accept that as an exception.
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But the EPA environmental auditors determinations are legally binding on
them personally, and if they're found to have made a misleading statement, they're
liableto | think even gaol sentences, quite big sanctions. So they're obviously very
reluctant to do something as dramatic as make a statement like that, and we don't
believe anybody actually would. So in effect our site at Wollert would not be able to
function, because we would have to fill 12 metres of soil or inert material on the
bottom and then build on top of that.

So that regulation will mean that there will never be another basalt quarry
landfill in the northern part of Melbourne, because once our site finishes or closes for
whatever reason, the regulations are such that any objector to the landfill - and local
people object to landfills; it's quite natural - will point to this part of the policy and
say, "L ook, you've got to be two metres above the groundwater.” Well say, "We
can't. It'snot economically viable to do such athing."

That may be an unintended consequence. Thiswas pointed out quite
strenuously to the EPA during the process of setting this regulation, and | even
personally had a discussion with the chairman of the EPA about this and pointed out
that this would be the consequence of the policy. They took no notice, except that -
they did take some notice - in some regions of the south-western part of Victoria
where there are limestone aquifers, where there was currently quite an issue with
groundwater and landfills and alot of political heat was put on the EPA from the
local government politicians in those areas, they had a slight change and excluded
some regions of Victoriafrom rigid application of this policy, because they would
have had to shut their landfills almost straightaway.

It seemed to me that the EPA wasin fact allowing our landfill, and some other
landfills of asimilar kind, to continue for the next few years, but it was setting in
place policy that would, either intentionally or unintentionally, prevent any further
licensing of landfills, because they had a goal or view that they wanted to eliminate
landfills. That's basically what I'm getting at.

Similar sorts of situations exist in other states. There might be a different
approach. They may have some groundwater policy under which they say, "You
cannot do thisin agroundwater body," and that would have the consequence of
making it very difficult to license a new landfill. So that's a more detailed
explanation.

MR WEICKHARDT: Thank you for that explanation. | guess| can understand
the EPA and the state governments wanting to ensure that policies absolutely
minimise risks of groundwater contamination by leachate, and technically whether or
not what you're suggesting is over the top or overly cautious I'm not in a position to
understand, of course. But I'm assuming from what you’ ve said that, at a cost - you
said the cost might be prohibitive, but at a cost - there could be some sort of
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compliance with this. Presumably an old quarry could initially be used for inert
building materials and then later on used for putrescible waste, or even anon-quarry.
| think when you were last here you showed us photographs of aflat site that was
being used with individual cells being built in the flat site for landfill.

MR BATEMAN: The photograph | showed you was of our quarry. It might have
looked like aflat site, but it was very big and it was 20 metres deep. In appearance it
did look like it was aflat site, but actually it wasin aquarry.

MR WEICKHARDT: Right.

MR BATEMAN: | take your point that you might be able to fill with inert waste.
That has been done before, in the 90s, in Victoria, but inert waste is not avery stable
platform to build aliner on. Inert isnot necessarily totally inert. It still decomposes
slowly and it settles, and you can't compact any waste to an engineering platform. It
has variations, it has all sorts of bits and piecesin it. It's not an engineering material.
So trying to fill with inert waste and then build a platform on top of that and put a
liner on it would be very risky, because there could be settlement that could rupture
theliner.

In fact, on our site we have to spend a considerable amount of money on
making sure that the small amount of filling that we currently do to meet our current
regulations - we have to fill maybe one or two metres at the base of the quarry - costs
alot of money. We haveto compact it in layers and we have to use alot of
machinery. The last cell that we built at Wollert cost us $3.5 million, and we spent
$1 million just filling the bottom, before we even built any of the liner. That'safew
metres deep. Can you imagine the cost of making it 12 or 15 metres deep, and will
you have enough material to do that? As| said, you can't dump any old material in
there. It'sgot to be engineered, it's got to be stable, otherwise the liner is very
susceptible to rupture.

We'd say it's much better to be on the bottom with a stable base and put a stable
liner in, and then that will protect the groundwater. In fact, looking through your
Investigations into the external cost of landfill and the example that | gave in my
submission, it's generally accepted if you use a proper composite liner and leachate
management techniques, the risk for groundwater is very small - very small indeed -
because of the integrity of the lining. So being below the groundwater level in the
right circumstances is not necessarily arisk to the groundwater.

MR WEICKHARDT: Just addressing that issue, without understanding the
practicality of it, | guessif there's still ademand for product that has to go to landfill,
at some stage people will have to find methods of complying with these regulations
or the regulations will have to change. But isit technically possible that, for
example, you could have much higher integrity liners than are used at the moment
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that might give an EPA auditor the confidence to certify that these risks have been
lowered? Maybe thisis absurd, but could you put afull concrete liner there,
followed by membranes and then clay?

MR BATEMAN: Yes. You canin fact make linings out of asphalt, where you put
avery thick layer of asphalt on the base, like road. But the problem isthat the
environmental auditor hasto certify something that really he doesn't have alot of
control over. He may say, "This design will satisfy the requirements,”" but he doesn't
know whether the design is going to be built to that standard. He doesn’t know if
there's going to be something that he didn't anticipate on the site. It'sreally looking
at acrystal ball about something he doesn't have any control over. | can't imagine
any auditor, except with a heavy amount of qualification, actually saying that.
Redlly it's the purpose of the EPA to regulate the landfill operator to make sure that
that doesn't occur. That's the right approach, rather than have a person say, "If they
do al this here it will be okay, but | don't know whether it's going to be done, and in
10 years from now whether that's actually going to be carried out." That was the
response that we got from the EPA when we pointed to the site. 1t said, "You can
always get an auditor to certify." Wesaid, "I don't think anybody will," but | may be
wrong. Maybe they will.

MR WEICKHARDT: Civil engineers certify building designs and that bridges
won't fall down, and they have personal liability issues around that, and exactly the
same issues, | guess, of whether or not they're built to design apply there, so | assume
that where there'sawill theresaway. But technically speaking, are any of those
approaches adopted el sewhere around with world, with much higher integrity liners
to address this issue?

MR BATEMAN: The next step forward in the lining technology, if you like, isto
have a doubled composite liner. That's where you have two liners, and in between
you have alayer which you monitor for leaks. So you have the liner, aleak detection
layer and then another liner underneath, and if there's aleak you know that it's
occurred because you pick it up in the leak detection layer. So that's another stage
that is used in more hazardous waste landfills. In fact, it'sused in Victoriain
hazardous waste landfills. They have adoubled composite liner. That isavery belt
and braces approach. So thereisthat sort of technique to have a higher integrity
liner.

But in terms of the aquifer that I'm talking about in these basalt quarries, the
upper aquifer isfairly inactive. Itisan aquifer. Thereisawater level init. If you
drill aholein it and put apipeinit, you'll get water sitting in it, but it doesn't move
around very much. So whether the impact on that aquifer will be very great is
doubtful, but the fact that you have aregulation that states unequivocally you have to
be two metres above that aquifer is something that any objector to landfill would
latch on to and use to try to stop the licensing of the landfill.
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MR WEICKHARDT: | hear that and | don't have an answer for that immediately,
but thank you for your comments. Can | come back to the issue of compliance. It
was put to us anecdotally during the first round of hearings that quite a few landfills
do not comply either with their licence or certainly not with best practice. You've
said that 70 per cent of waste by volume or weight is going to larger landfills which
are in better shape, but we had the Waste Management Association in Sydney come
along and say that they were starting to do an audit of landfills and that they accepted
that compliance wasn't as good as it could be or should be with best practice criteria.
Of course, best practice criteriain some cases may be ahead of the licence condition,
but does your national landfill division have a desire, indeed a code of practice, to try
to lift standards in this area, to name and shame people that don't comply with your
internal codes, to try to address some of the issues of community concern which
eventually, | guess, drive regulators and drive communities and politicians to react
with alot of concern about landfills?

MR BATEMAN: The national division does not have a code of practice on
landfill. The Waste Management Association started to prepare a code of practice
some time ago, before the national landfill division was established. Thiswas
finished, but it turned out ultimately to be anot very useful document, because in
every state there are regulations which in effect would meet the same code of
practice, and it isfelt that there's not much point in writing another code of practice
that either duplicates or only slightly changes what is already in the state legislation.
What the national landfill divisionistrying to do isto encourage everybody to meet
those regulations and the EPAs to enforce them.

MR WEICKHARDT: Y ou mentioned the fact that the EPAs have perhaps been
reluctant to do that because closure of landfills might cause some sort of discomfort
to the local community, but do you support the fact that, regardless of whereit is,
Australians have aright to expect that the EPA does enforce the licence conditions of
alandfill?

MR BATEMAN: Yes, we support that, and | don't say that the EPA isreluctant to
try to enforce the regulations. I'm not saying that it's not doing that; I'm saying that
the ultimate sanction, if it doesn't get aresponse, isto close the site, and it's not an
easy thing to do. To close asite would cause alot of ramifications.

MR WEICKHARDT: Sowould not issuing any permits for new landfills.

MR BATEMAN: Yes. Sothe national landfill division is aways encouraging the
EPAsto enforce the regulations. Maybe alack of resources could be another issue -
to be able to get to every site, to follow up every issue that is not necessarily being
done - but it's gradually changing. In my submission | said that most state
regulations for landfills do reflect best practice now in Australia, and the landfill
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industry supports that and we're following that. But there are quite a number of
small siteswhich still don't meet them, either because they were established along
time ago and they weren't able to be modified to meet these regulations or for
whatever reason.

MR WEICKHARDT: Okay. You attached an interesting paper to your
submission that quoted some overseas studies and looked at externalities associated
with landfills, which we have looked at with considerable interest. Y ou'll have noted
in our report we tried to look at this to the best of our ability, and we had assessed
that, if you put greenhouse gas emissions to one side, a best practice landfill in
Australiawas likely to have external costs that were as low as $5 atonne.

We sourced a New South Wales EPA study of external costs of landfill, and
particularly looking at impacts on property values. Y ou have quoted the European
Commission's study which values disamenity effects at around $16 a tonne of waste,
and when we follow up the source of that, this appears to have been drawn from a
study of house prices in northern Italy. The authors have apparently made a number
of assumptions about that area, including the population around the landfill being
25 square metres per person and the population being uniformly dispersed, and they
also made some assumptions about house prices and the capacity of the landfill.

We don't think that all those criteria are applicable to best practice landfill in
Australia, and therefore believe that that estimate of $16 atonne istoo high for a best
practice landfill in Australia. The Dutch study that you quote, to the best of our
ability or our staff's ability to read that article, appears to have used a method of
assessing a disamenity cost which we don't believe is related to externadlities at al. It
has looked at the alternative value of the land for housing, and if land to be used for a
landfill had an alternative value as housing, that would be reflected in the origina
purchase cost of the landfill by the landfill operator, but it's not an externality or an
amenity cost.

We would welcome further input on this, but unless you have some other
advice that contradicts those analyses, we still feel that, putting greenhouse gasto
one side, the $5 atonne upper limit of externalities for an Australian context best
practice landfill is still pretty relevant.

MR BATEMAN: I've no disagreement with that. This particular paper was
looking at Europe and what is done there, and | wasn't aware of the sources that you
used for your report, so this was quoted in the context of looking at Europe and how
that might translate to Australia. So | don't disagree with your conclusions.
Obviously Europe is alot more densely populated than Australia and the pressure on
land is quite different, so there are differences that should be taken into account.

I think in one of these papers| recall that there was a reference to an American
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study into disamenity costs of landfills as well, which might be a bit more relevant to
Australia, but | don't disagree with your conclusion. Thisisjust an example | gave
because you did ask me the question and | came across this.

MR WEICKHARDT: Thank you for that. We'll follow up that American - - -

MR BATEMAN: It was quoted | think in the Dutch paper, but there was a
reference to some studies done in America on disamenity costs of landfills based on
house prices, | suppose.

MR WEICKHARDT: You also talked about financial assurancesto cover closure
costs and post-closure costs, and | think you were a supporter of those financial
assurances.

MR BATEMAN: Yes

MR WEICKHARDT: Can you help me understand how the quantum of those
financial assurances is being assessed and whether or not they bear any relationship
to the sort of externality costs of the landfill, whether the same factors are being
looked at and whether the methodology is at all relevant?

MR BATEMAN: Thefinancia assurances are not based on the external costs as
you have discussed them in terms of emissions and things like that. They're basically
based on, as | said, aremediation component which is subject to arisk anaysis.
There'sarisk analysis done on the particular site that the landfill islocated in, its
lining systems, its management, and a risk assessment is made of the risk of some
significant pollution event happening here and the cost of remediating it. It'sall
fairly hazy, the way thisis done, but there's some attempt made to follow that logical
progress and the amount is calculated that way.

MR WEICKHARDT: If thereisany sort of typical quantum or range, can you - - -

MR BATEMAN: Thereisaguideline published by the EPA in Victoriathat goes
through the processinvolved in calculating the financial assurance and it's on the
EPA web site. | can't remember the reference number, but they have developed this
guidelinein aquite significant way. | can't remember the details right now, but there
areways of calculating it in there. | think they take afairly broad-brush approach
where they look at the type of waste in the landfill and the type of landfill and givea
broad figure that you should allow.

MR WEICKHARDT: Canyou give usany typical sorts of numbers of these
assurances?

MR BATEMAN: | couldn't, not at this minute.
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MR WEICKHARDT: Okay. These have to be put up as bonds, do they, by the
operators?

MR BATEMAN: They haveto be put up as some of guarantee. | know that
they've been put up as bank guarantees and they have been put up as company
guarantees, and the guarantee isin such away that the EPA has access to those funds
virtually under no constraint. If they believe a pollution incident has occurred and
that nothing has been done about it and remediation is required, they have access to
these funds.

The other component of it, as| said, is the closure component. Thereisa
calculation done on the cost of closing the landfill, the cost of capping it,
revegetating it, that sort of process, in the event that the operator becomes bankrupt
or insolvent, so the siteisn't left partly finished. That is calculated on a certain area
that's uncapped and the cost of capping that area, and then there's a post-closure cost,
for instance, if the site is closed and capped. But when the company operating it
goes out of business, disappears or whatever, there are ongoing costs to maintain the
site.

So there are those three components. Remedial, closure and post-closure are
the three components, and in its guideline the EPA has examples of how it may be
calculated. Itissome millionsof dollarsfor atypical size site. There's currently a
group of landfillsin Victoria- smaller landfills, | have to say - which are going
through a process of arbitration and appeal and are going to VCAT quite soon, |
think, to finalise what this quantity will be. They've been trying to set up their own
internal levy fund or insurance fund that they can pay into so that every site doesn't
have to pay thisfull cost because, if you think about it, if you have six or seven sites,
the chances of them all having to remediate at once is pretty small. One site may
have to do it and then maybe five or 10 years later another site might have to do it, so
they're trying to set up an insurance fund internal levy approach to do that. That's
currently being discussed at VCAT, or about to be.

Asto larger companies like the one | work for, we have set up a company
bond. The headquarters back in London have said that they will provide this
guarantee from their own internal funds, not a bank guarantee, and other companies
have a bank guarantee. There are various different approaches.

MR WEICKHARDT: Areyou aware of any situationsin Victoria, or indeed in
Australia, where these bonds or guarantees have been called on by the EPA because
of some sort of remediation issue?

MR BATEMAN: No, I'm not aware of it, but they are still awork in progressin
Victoria
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MR WEICKHARDT: IsVictoriathe only state that requires these?

MR BATEMAN: I'mnot sure, sorry. | can't answer that one, but what I'm seeing
isthat the industry supports this sort of approach. For one, it means that you need to
have sufficient resources when you run alandfill to actually be able to back it up. It
sort of prevents, if you like, fly by nighters from trying to operate landfills, because
they have to have significant resources to have these bonds. We think that's better
for the industry.

I'd have to add that local government in Victoria have set up their own internal
process for paying alevy into afund, or they're certainly discussing this, through the
LGA, Loca Government Association. They've set up some sort of internal levy
system where al local governments can pay into that and they'll be backed by the
fund. Sothey'reinvolved aswell.

MR WEICKHARDT: Thank you. You said in some circumstances targets with
sanctions might be appropriate, and you instanced the case of alandfill operator
landfilling steel which was unnecessary. Why isn't there a motivation on that landfill
operator to set that steel to one side and say, "Goodness gracious me, that's got a
resource value. | can sell it to somerecycler"? Why do you need a government
target or regulation around that?

MR BATEMAN: Thereisanincentive and it is done for that very reason, but it's
not done to the full extent that it could be, just because people aren't interested or
motivated. Regulation isawonderful way of focusing your mind on something, and
certainly the company | work for - and | think this must apply to all commercial
businesses - if there's aregulation and alaw behind it, take notice of it.

MR WEICKHARDT: That's probably true. Regulation didn't motivate Bill Gates
to get rich.

MR BATEMAN: No, but if you want to recover a material which is eminently
recoverable - for example, with steel there are some sites which do aremarkable job
of recovering steel, even down to the fact that they pick the nails up in the waste.
There are some apocryphal stories about passing a magnet over the waste and nails
shoot out of the waste into the magnet like magic. At other sitesthey just couldn't be
bothered doing that. That's an example where it is certainly financially viable for one
siteto do it because they put the effort into it.

What I'm saying isthat alittle bit of regulatory prodding may increase effort
and also increase the benefit for the companies. They will make a profit out of it.
But they don't always do the things that are necessarily going to make them money
because they have alot of other things to do aswell, sort of like resource constraint.
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MR WEICKHARDT: | guessl'd prefer that the governments and the EPAs
enforce the existing regulations rather than introducing ones that perhaps private
operators have motivations to attend to themselves, but | understand the point you're
making.

Y ou talked about landfill gas management, and your points are helpful. We
will reread them and make sure that we're as clear as we can be in what we say about
that. Others have made similar pointsto the ones you've made, that there are other
motivations for landfill gas management. The point we were simply making was that
piecemeal attacks on greenhouse gas abatement are not going to give the lowest form
of abatement to the Australian society, that some national policy is a preferable way
to tackle that specific issue. It may well be that the greenhouse gas abatement that's
going on through landfill gas management is a very economic and sensible way of
tackling that sort of greenhouse gas, but it was a point as to where the policy lever is
applied in that area. So we'll look at trying to clarify that.

Y ou aso mentioned what you described as harsh criticism of local government.
We weren't attempting to criticise local government, but we were prompted to make
afinding in this area by input from quite afew people in the waste management
industry who had referred to difficultiesin dealing with local government, not
necessarily because of lack of desire to do the right thing but because of some
structural factorsthat inhibit their ability to operate in the way that some of the waste
management industry would like, for example, AWT operators saying, if they were
talking about a potential AWT, that no one individual council in New South Wales or
Victoria - Brisbane might be an exception here - had enough volume to justify
constructing an expensive AWT and therefore you had to start looking at regional
groupings. Although | understand in Melbourne there are now some proposals that
might well address the concerns we were motivated by, in New South Wales it
appearsthere's still avery fragmented situation and considerable frustration on the
part of some in the industry about how to deal with amultiplicity of councils who
want the ability to opt in or opt out of agreements and won't guarantee long-term
contracts with a provider of something like an AWT facility.

In addition, it did appear that there were genuine planning difficulties
associated with the waste industry about where waste management facilities would
be sited. Sowe'rereally trying to get at how those issues might be addressed. | don't
know whether that makes sense to you.

MR BATEMAN: Yes. Thelandfill industry faces exactly the same things. To
open alandfill you need to have a bit of abase flow of materials, not as much as an
AWT possibly, and operators have quite successfully worked with groups of
councils. In our own case, we have a group of six councils who come to our site, and
we have a 10-year contract with those six councils. It'safairly complicated business
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because some of them come in at different times, some of them operate their own
sites and they will be closing, and so on and so on, but the contract was set up to suit
their particular circumstances. Regional grouping of councils for waste disposal has
been going on in Melbourne since the 1970s. It's nothing new.

Landfills are looking for shorter-term commitments, five, 10 years, something
like that - something that's within the vision of the council. AWT islooking for
25 years or considerable periods, in fact contracts with different clauses and
exclusions - you can't change this and you can't change that - and various
complicated processes, and local government are naturally nervous about making
that commitment. It's not just an issue of getting sufficient councils together; it's the
long-term nature of making a commitment to one particular process when in 25 years
things will have changed tremendously.

One of the advantages of landfillsisthat say, for instance, some new technique
came in that would treat waste in a different way, the landfill industry could close
down. We could shut our sites, we could cut them off, and we wouldn't have a
business any more, but we wouldn't be financially ruined by that process. We pay as
we go; we don't have enormous capital costs that have to be amortised over 25 years.
But the AWT industry is wanting to have these long-term contracts, and even
wanting to have financial commitments to their particular process. These are
processes that are not necessarily 100 per cent proven. They don't know exactly how
they're going to work out.

If the nature of the waste changes, the process may not work any more, and the
constant complaint from the AWT industry is that we can't get big enough contracts
and we can't get councils corralled into big enough groups to provide us this contract.
I'm not surprised. A responsible council would be very concerned about making that
commitment, and that is a problem. Where AWTs have been committed to in other
companies, there has been a bureaucratic larger control of the waste. It's not actually
in council's hands, it's under control of organisation a bit like Waste Servicesin New
South Wales or something like that. They're alarger semi-government organisation
and they have committed to certain fundings. For instance, incinerators are exactly
the same. Incinerators are very expensive, and communities have banded together
and gone for those sorts of processes, but that's a comment on it.

MR WEICKHARDT: Just going back to the landfill gasissue for amoment, I'm
sorry but | didn't address a couple of issuesthat | wanted to. Are you suggesting that
there should be mandatory installation of landfill gas capture at all landfills that
accept putrescible waste, regardless of size?

MR BATEMAN: 1 think the sizeissue isimportant because there are certain very

small landfills where the amount of gasisvery small and there isn't enough gasto
use for anything, and it would be difficult to collect it. But over acertain size - and
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thisisin the regulations of Victoria - under our licences we have to introduce gas
capture.

MR WEICKHARDT: What would the typical cost be for alandfill of the sort of
Size you operate?

MR BATEMAN: It'shard for usto say because we've doneit on aroyalty basis
with alandfill development company. There are number of companiesin Australia -
three or four, | think - which will install al the infrastructure for an electricity
generating project, build everything, build the power station, but sell the power and
pay aroyalty or something to you. That's what's happening in our case, so it's abit
hard to say what that actually costs them, but obviously they're making a profit out of
it, and thisis very common. Thisisthe most common way of introducing electricity
generation from landfill gas. a company which is competent in that areawill come to
your site, put in the wells, the pipes, the generators, sell the electricity into avery
complicated electricity market - as you can imagine, it's very complicated these days
and they need to be expert at that - and then they make an assessment and they pay
you aroyalty. That's what we're doing.

MR WEICKHARDT: Given those motivations and the other ancillary benefits
that you refer to of odour and stuff like that, is there a necessity for regulation here?
I's there enough private motivation to have people do it?

MR BATEMAN: The electricity generating process of using landfill gasesis - how
can | describeit - like the end of the process. The waste has been dumped, it's been
established. It's built up maybe a million tonnes or some significant amount of
waste, it's been capped, and then you put in the gas infrastructure and it's an
economically viable project. Prior to that stage there's still alot of gas being emitted,
but because the cell is still filling, because of practical processes, it's not easy for
somebody to make the investment in an electricity generator when they know there
will be interruptions and all these sorts of things happening while you're filling the
cell. So that part of the gasis not generally captured, and that is where regulation,
we believe, should encourage more effort put into collecting that amount of gas,
because there's odour coming from the gas, there's just as much hazard. It doesn't
effect revegetation because you haven't revegetated, and there is the greenhouse
impact aswell. So there are certain stagesin the landfill process where it might be
incumbent on the operator to pay for some infrastructure. Later on it becomes a
self-financing process.

MR WEICKHARDT: Okay. Thank you very much indeed. Y ou've been very
generous with your time. Thank you for your submission and for your comments.

MR BATEMAN: Thank you.
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MR WEICKHARDT: Our next participant is Sustaining Living Tasmania.
Margaret, I'll just get you to introduce yourself and state the capacity in which you're
appearing, please.

MSSTEADMAN: My nameisMargaret Steadman and I'm the executive officer of
Sustainable Living Tasmania. The corporation name is the Tasmanian Environment
Centre and Sustainable Living Tasmaniais our trading name.

MR WEICKHARDT: Thank you very much indeed. I've received the submission
and thank you for that. Y ou should assume that | have read that, but if you would
like to make some introductory comments please do so. It would be useful perhaps
asabit of background to describe what Sustainable Living Tasmania does and its
range of activities.

MSSTEADMAN: Were acommunity education and resource centre. It'sbeenin
existence for 30 years as the Tasmania Environment Centre. In the last few yearswe
have adopted a focus that responds to the need for hel ping people to make lifestyle
choices that reduces their impact on the environment, and as a consequence we run
the Tasmanian Environmental Home Expo every year. We've done that for

eight years. We provide information on environmentally friendly grouping,
household management, gardens, transport and the sorts of urban lifestyle issues that
relate to reducing environmental impact.

We do workshops, run aresource centre, provide areferral centre, produce
pamphlets that provide up-to-date Tasmanian information on these sorts of issues,
and work with government departments and local government where it's useful. We
manage a web site called the Environment Challenge which encourages people to
sign on to particular householder actions, which actually includes reducing waste
generated by households. It's very much an urban environmental focus that our
organisation has, and a community education and behaviour change focus.

MR WEICKHARDT: Thank you very much indeed. Y ou might like to now focus
your comments on the input to thisinquiry.

MSSTEADMAN: Yes. We welcome the opportunity to add to our submission,
and we also had some questions we wanted to ask. We want to expand alittle on
what we said, but also address some questions. One of my first questions was. who
are the members of the commission? We couldn't find it in the document.

MR WEICKHARDT: The Productivity Commission has aweb site which will
show you who all the commissioners are. It'sabody that's | guess part of the federal
government - to give policy advice to the federal government - and there are

six commissioners. 1'm one of them. I'm presiding on this particular commission.
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MSSTEADMAN: We¢ell check the web sitein that case, but it wasn't in the actual
document.

MR WEICKHARDT: Okay. I think you'll find the full biographical detail and
background of all the commissioners and lot of other information about the
Productivity Commission on the web site.

MSSTEADMAN: Thank you. We were interested to ask the commission how you
arrived at the focus, and particularly what we saw as afairly narrow focus, given the
scope of theinquiry in the terms of reference, which talked about the whole product
life cycle, to prevent the generation of waste rather than just minimiseit. We were
wondering whether you feel you've met the full scope of the inquiry or whether you
made a decision to focus particularly on the end of the life cycle.

MR WEICKHARDT: Let meaddressthat question and also a comment that you
make in your submission where you wonder whether or not the Productivity
Commission is the right body to be undertaking the project, "concerned as they are
with microeconomic policy", and whether the inquiry "should be handed to be a body
with a mandate to look at wider environmental and social issues’. The mandate, and
indeed the act of government under which the Productivity Commission operates,
require usto look at environmental and social issues just as much as financial and
economic issues. Indeed, we do our utmost to do that, and we certainly have done
and will continue to be focused very much on those issuesin thisinquiry.

What we have done in thisinquiry, however, isto say, asindeed | think you
endorse in your submission, that some aspects of, for example, recycling which are
applauded by some in the community are very desirable and can be supported by any
analysis of their impact on the environment and on society generally financially, but,
like al good things, you can push things too far, and if you consume more resources
in the process of recycling than you recover, then you're actually doing a disservice
to the community.

MSSTEADMAN: We couldn't disagree with that, but | think one of our main
points was that your report focuses very much on the recycling end of the deal and
not at all on the earlier parts of the life cycle of aproduct. | refer to the actual
reducing of waste, rather than focusing completely on recycling, which it seems very
much to do.

MR WEICKHARDT: Perhapswe haven't expressed that as well as we could have,
because you're in good company. A number of other people have also said that we
have ignored those aspects. What we have tried to do is to indicate that for
policy-makers, it isimportant that they first of all identify what the issue isthey're
trying to address and to generally address those issues as close as possible to the
point of the problem concerned. We therefore had great difficulty with the
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recommendations that some were making to us at the point of theinitial hearings that
policy-makers in the waste area should be taking action with waste policy to address
issues of concern that were further upstream. If there are concerns around the issues
to do with resource extraction or manufacturing, processing, transport of product,
then those issues ought to be addressed, and indeed | think - - -

MSSTEADMAN: It just seemed to us actually that the scope of the inquiry
allowed you to look at that, an assessment of opportunities throughout the product
life cycle to prevent or minimise waste.

MR WEICKHARDT: What we've said if that those issues are al addressed
throughout the product life cycle and if the full costs including the externalities,
including the environmental costs and the social costs, are addressed all the way
through the product chain, then the level of recycling that takes place as revealed by
the operation of the marketplace will reach an optimum level. What we have some
trouble with is people deeming to know and understand what's good for the
community and suggesting that more recycling will be good for you when thereis
not evidence to support that.

So what we're trying to do is not ignore any environmental issues or social
issues and we're certainly not wanting to ignore issues that relate to upstream or
downstream impacts. What we're saying however is governments, before they act,
ought to be motivated by looking at whether or not they're doing so in the interests of
the whole community. Unfortunately there are some activities that have taken place
in the waste management area that have been done, no doubt, by well-meaning
policy-makers but which we don't think, after you look at them with sort of a close
and robust examination, actually stack up.

MSSTEADMAN: We completely agree that the environmental benefits of
recycling need to be clearly established and that where it costs more to recycle than
not to recycle in environmental terms, then that's a complete no-brainer. But the
whole report does seem to have atone that suggests that the issue is not crucially
important, that there are not really important and real limits to the physical resources
of the planet.

We felt really disappointed by the general tone of the report that economics
drives everything, when our view would be that in fact the economy is a subset of the
environment, not the other way around. So it was a disappointing document in the
sense that it does not give any direction for the sort of systematic changes that we
need to make in the whol e resource extraction and manufacturing and use and
consumer choice as well as the waste generation issue. It'sabit of ademoralising
document, | guess, from the point of view of people working to reduce
environmental impacts and to produce change in the way people are actually
operating.
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MR WEICKHARDT: | hear your input and certainly others have made the same
point to us. | certainly don't want to try and diminish the concern that you and others
hold for the issues as to whether or not we're living in a sustainable manner. The
problem we do have however is that governmentsin particular have got to be very
careful that they do not exercise some central planning type of mandate in the
interests of trying to promote sustainability. There are many examples where some
of those well-meaning policies have actually had quite perverse outcomes. Although
it might be imperfect, the sorts of signals that the marketplace gives around the
scarcity of resourcesis probably, in our view, as good a proxy as any for the future
sustainability of the rate at which those resources are being used.

MSSTEADMAN: | disagreereally strongly with that view, given that the market
responds really slowly to magjor issues. There are some really striking problems that
are looming that the market will be really slow to respond to and that
forward-looking policy direction isreally important. There are lots of waysin which
the government already provides subsidies for different areas of activity in order to
either support particular industries or to create the possibility for desirable change:
the diesel rebates that farmers enjoy, for example, that support their industry and the
mandated renewabl e energy target that has the potential to assist the development of
renewable energies. So | think that relying on the market solely is not going to
achieve sustainability in atimely manner that is not deficient. That would be the
view of our organisation.

MR WEICKHARDT: | hear and respect your point of view, but let me say there
are contrary points of view.

MS STEADMAN: Of course.

MR WEICKHARDT: There are quite afew people who | respect who would say
that some of the arguments about sustainable renewable energy, actually when you
examine these in great detail, don't stack up either. Thereis afierce debate going
around, for example, on the whole subject of ethanal, that if you look at ethanol asa
fuel generated by fermentation of any form of biomass, that it's a bit questionable, if
you look at the total life cycle of that, whether it's energy negative or energy positive.

MSSTEADMAN: | absolutely agree that we should apply really rigorous analysis
of the benefits of particular products and strategies, completely, that there are no free
lunches and we need to be really rigorous in our analysis; no disagreement there.

MR WEICKHARDT: That's certainly what we're endeavouring to do.

MSSTEADMAN: But the policy direction, | guess, iswhat | think underlies all of
this. If you have agoal of sustainability, then you will be pursuing particular policies
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and encouraging new technologies with all the rigour that's required, but this
particular document actually seemsto set the clock back in terms of taking the wind
out of the sails of any progress in the whole way in which we use resources, asit
focuses totally on the tip gate amost, rather than on the whole cycle of the
development of products and the encouragement of consumerism that requires that
you replace equipment with great regularity, for example. But | understand that
that's not likely to be a view that you would be sympathetic to.

MR WEICKHARDT: I'm sympathetic to the concerns that you express, but the
question is then, given those concerns, what do you do about it? Whose view of the
world are you going to use to decide what's right and what's wrong about a certain
level of consumption? Unfortunately, when you look right across society, there are
some who are perhaps disadvantaged who would be extremely concerned by
attempts to reduce the rate at which they consume resources. They might feel they're
struggling to exist asthey are at the moment.

MSSTEADMAN: We have amajor interest in promoting equity as well as
environmental goods. | think that it's really important that social cohesion and equity
be important issues as well asthe ethical growth and environmental growth. We've
got to keep all the ballsinthe air.

MR WEICKHARDT: So thisissue of addressing excessive consumerism or
excessive consumption or living beyond our means, how are you suggesting
policy-makers should attack that?

MS STEADMAN: | think the recognition that the physical resources of the planet
are limited and the encouragement and the sort of mythology that growth is endlessly
possible, it would be useful for policy-makers to recognise the realities of the
limitations to the resources. There'slots of documentation relating to that down from
the United Nations Millennium Commission report on the state of the planet, and you
don't read anywhere in policy statements, except environmental policy statements, of
any recognition that the resources of the planet are limited. Petroleum, for example,
the limitsto ail, | think for policy-makers to look at the actual real state of the planet
would be agood start.

MR WEICKHARDT: | hear what you say, and lots of well-meaning and smart
people have endeavoured to do that over time. You sort of reject the ideathat the
marketplace sends any signals that are appropriate in thisarea but - - -
MSSTEADMAN: I'mnot saying that | reject the area that the market - - -

MR WEICKHARDT: Canl just go onfor amoment?

MSSTEADMAN: Sure, yes.
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MR WEICKHARDT: Inmy early career, | spent quite alot of time in Europe and
in the 1970s, the Club of Rome published a document called Limits to Growth which
was acclaimed to be the best effort of any expert group on looking at just the sort of
issues you talked about and they at that stage predicted the world would run out of
oil in 10 years time. They might be right with their prediction but they certainly got
the timing seriously wrong.

MSSTEADMAN: Just to conclude my interruption, Philip, | didn't say the market
sends no useful signals, but | don't think it's the only thing that we should rely on. If
we rely on the market, it will be too late, so we actually need to have policy guidance
and direction, as we do in awhole lot of areas, that the market is not sufficient on its
own. | think that's the message the report needs to convey, if we depend on the
market, and | think that's one of our main points, that the market is not the only tool
for resolving these sorts of issues.

MR WEICKHARDT: Okay. Thank you for your input and thank you for your
submission.

MSSTEADMAN: Thank you for your time.
MR WEICKHARDT: Okay, bye now.
MSSTEADMAN: Good morning.

MR WEICKHARDT: WeEell adjourn briefly now and our next participant is at
11.30.
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MR WEICKHARDT: All right. Well resume the hearings now and our next
participant is Australian Paper. If you could, for the transcript, please just give your
name and the capacity in which you're appearing before the hearings.

MR TALBOT: Yes, certainly. Simon Talbot, corporate relations manager for
Australian Paper.

MR WEICKHARDT: Thank you very much indeed and thank you for your
submission. Assume we've read that and had a number of questions but if you want
to make some introductory comments, please go ahead.

MR TALBOT: Certanly. Initially we weren't going to place a submission at the
inquiry but as Australia's only manufacturer of white paper, and obviously paper
being an increasingly focused waste resource, we thought it prudent to put a
submission in, very strategic in its contents, identify some of the key concernsin the
Australian marketplace at the moment, aso identify what was happening amongst
our OECD competitorsto just try and highlight alittle bit of disparity, and | guess
lastly to give areal industrial manufacturing viewpoint that we thought may be
lacking.

MR WEICKHARDT: Okay, thank you. Y our submission and participation in the
hearings is very welcome because we've had a number of other participants talking
about related areas. We had APIA and Paper Round appear earlier in these hearings
and some of your material is directly relevant to comments that they made. Perhaps |
can just pursue afew of the issues that their submissions, and the discussion we had,
with them stimulated. One of them that was relevant to the input that APIA made
was all around a concern about the product stewardship scheme for recycled paper.
Would you like to comment on your views of the direction and the discussions that
are going on around the concept of a product stewardship scheme or an EPR scheme
around recycled office paper?

MR TALBOT: Yes. Certainly Australian Paper is very supportive of Paper
Round. We believe in the product stewardship process; we're not too sure in what
manner or form that may take place. It isevident to us as a manufacturing
organisation that significantly more investment and leadership isrequired in the area
of recyclability from state and federal governments. Within that context, we have
recently closed Shoalhaven's recycling plant that we operated in southern New South
Wales and | guessin some waysthat isafairly sad reflection on amodern
sustainable society that we have had to actually shut a white paper recycling plant.

It isalso worth noting, and | do it in very general terms, that the Fairfield white
paper recycling facility located in Melbourne is under significant pressure as well
and | don't wish to go into any more details but again, as the only other remaining
white paper recycling facility, it would be a sad indictment on our society | believe if
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we lost that aswell. We don't own that facility but we are the major customer of it.

So in that context, we believe the stewardship of office and printing papers and
some form of mechanism isrequired. It isvery difficult with the diverse geopolitical
arrangement of Australiato invest in arecycling plant without significant assistance.

MR WEICKHARDT: What'sthe major driver in your mind behind the idea of
introducing some form of government scheme, whether it's co-regulatory or what
formit'sin at this stage | guessis uncertain. But the mooted concept of there being
some formal government scheme EPR or product stewardship, what do you think is
the driving force behind that?

MR TALBOT: 1 think from a purely toxicology basis you have to argue that paper
doesn't present areal risk initslandfill context. | believe, however, that it is on the
forefront of people's minds as awaste and whilst it may not contribute to significant
land or soil or water degradation, it isafairly ssmple stream that can be better
managed and people argue about the amount of wastepaper going to landfill, but it is
significant, it can be reused, we have got a number of studies showing that water
reduction of virgin tonne of paper versus atonne of recycled paper is quite
significant. We've got the facts because we run recycling machines and
non-recycling machines, we produce obviously recycled papers and non-recycled
papers. On other aspects of energy management recycled papers come out with less
energy usesand all in all recycled products generate more employment. We're quite
efficient at bringing a virgin tree direct to plant into a paper machine. So to answer
the question, there is alarge social benefit and a lesser environmental benefit.

MR WEICKHARDT: If | understand you correctly, you're saying that thisis
being driven by aresource conservation, resource preservation drive rather than
being a concern about damaging aspects to disposal on landfill?

MR TALBOT: That'sright, and | put in quite a prudent graph on our raw material
consumption and we've made a commitment in 2017 to be 100 per cent plantation at
feed source. We can't convert immediately because there are other plantationsin
Australia. But | think you can easily see from that graph that the more wastepaper
that's consumed in our feedstock the quicker you get out of native forests which is,
from an ecological viewpoint and also from just societal expectations, the quicker
that happens the better.

MR WEICKHARDT: Intheareaof cardboard and the area of newsprint it would
appear that recovering and recycling schemes operate today quite effectively, not asa
result of aformal government scheme, but because the people in that industry find it
makes good sense financially, economically, socially to run arecycling scheme.

Why hasn't that happened or isn't that happening in office paper?
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MR TALBOT: Thevery first reason is producing newsprint or brown paper,
cardboard is alot more simplistic and from an engineering point easier than
producing white office paper. One of the detrimental points of that isthat on a
standard Reflex paper it can be reused five and a half times a white office paper
before it would have to go to cardboard or brown paper. The energy savings and the
fibre savings are quite massive if you can use it five times. Unfortunately, the vast
majority of our white office papers go direct to brown paper and newsprint and they
cannot virtually be recycled any more; maybe one more time, but the chemical inputs
are quite prohibitive.

MR WEICKHARDT: So they go to newsprint, you say?

MR TALBOT: Thevast mgjority go direct to newsprint and brown paper at the
moment and therefore we are losing al that potential fibre value multiple times over.
| think you would appreciate that the treatment processes to produce a high quality
white paper are alot more complex than pulping and producing a brown paper.
There are dye removals, ecologically friendly bleaching, dirt, dust, et cetera, it'salot
more screening and labour, mechanically intensive. Having said that, as the only
manufacturer in Australia of white papers, it's been very difficult to run aproject on
our own, whereas some of the other manufacturers, particularly in the cardboard
area, have had a number of large industries behind them.

MR WEICKHARDT: What'sthe difficulty? I'm still struggling to understand, if
there are all these good reasons from energy and water conservation and the ability to
reuse this more highly processed and refined fibre, why isn't it happening? What's
the impediment?

MR TALBOT: There's some market impediment on the price being paid for the
pristine recycled paper. So if you look at afeedstock, it costs more to segregate the
better white papers out and it costs more to process them back into white office

paper.

MR WEICKHARDT: Intherecycling stepsit costs the people who are recovering
the paper to sort it into good quality paper?

MR TALBOT: Itismuch easier to put it into the one bin and transport it off to a
fairly smplistic pulping recovery plant than to actually try and extract the maximum
value out of it. Whilst the market is doing that, and that's the accepted norm, it's very
difficult, as the one and only manufacturer of white paper in Australiato try and
extract across our capital citiesthat better stream.

MR WEICKHARDT: Obviously when you have to sort things you have to apply

energy in the process. Isit your impression that the cost of sorting to a more refined
stream would be justified by the benefits you gain?
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MR TALBOT: Based on our Swedish, German and French modelling, yes.
They've gone into systems of multiple segregation and they're producing multiple
waste streams. But again, there has been significant state or federal intervention to
assist in the development of the principal asset to do that.

MR WEICKHARDT: So there are government subsidies associated with that?

MR TALBOT: Lesser subsidies, morein terms of offtake agreements and, | guess,
R and D and aso the direct infrastructure. | think people are moving away from
subsidies and tariffsin the recycled area, particularly the paper area, and more
inclined to offer assistance in building the actual plant itself.

MR WEICKHARDT: The people from APIA were indicating significant concern
about some of the statistics that are cited in this area about the amount of paper that
Is going to landfill and they indicated that they thought the New South Wales
government number was way in excess of the sort of sales of A4 copy paper that's
going into officestypically and there was a huge gap in their mind. Do you have any
comment on the amount of product that is going to landfill as opposed to the amount
of office paper that might not be being used in the most highly refined manner but
nonetheless is being recycled in the form of cardboard or newsprint?

MR TALBOT: We have got some genera numbers. | think the principal error in
the question that's being asked iswhat is office paper? | think if you just look at
copy paper, what you put in your photocopier, the figures shown by the New South
Wales government are probably grossly overstated. However, | believe the New
South Wales figures are office papers inclusive of the print that's made, so an annual
report, a quarterly report, a magazine produced by an officeisincluded in those
figures and they're not too far off the mark if you add both office and print paper
together.

MR WEICKHARDT: Again, do you think that the sort of numbers that they're
citing that go to landfill taking those two categories together, the sort of print paper
and the office paper, that their numbers of the amount going to landfill are accurate
or isit being diverted to newsprint and cardboard recycling instead?

MR TALBOT: | think plus/minus 15 per cent the New South Wales EPR-type
figures are accurate.

MR WEICKHARDT: Of the amount going to landfill?
MR TALBOT: Yes, that'sright.

MR WEICKHARDT: So large percentages?
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MR TALBOT: Yes.

MR WEICKHARDT: Okay. Why isit that those products or that quantity is
going to landfill as opposed to even going to lesser forms of recycling, likein
newsprint and cardboard?

MR TALBOT: | think you'll see, and this relates to announcements from two or
three of the mgjor ASX companies dealing with those products, that they're going
offshore. | don't have the exact numbers but | think the amount of manufacturing in
those areas is on the decrease and - - -

MR WEICKHARDT: What, in newsprint and cardboard?

MR TALBOT: Yes, that'sright, and | believe there is a significant percentage of
import, pulps, coming into the country. As| said, | don't have the exact figures but
in the event of a Fairfield office paper recycled pulp closure we would have to have
contingencies for importing that pulp. So we have assessed the pulp market and
there are very competitive recycled pulps available to import into Australia and we
are aware of other companies doing something similar, but | don't have anything
specific.

MR WEICKHARDT: Now, the APIA people were saying that they had a concern
that if al thisrecycled product were recovered from the office stream in its sort of
most highly refined manner, there wasn't an outlet in Australiafor al that fibre. Yet
| see you in your fibre sources chart in your submissions show that your fibre source
includes 25 per cent imported pulp, so I'm struggling to understand thisissue. Do
you think if all the product were captured and were properly sorted that your
company, which isthe only source or the only manufacturer of products for this
white paper market - doesit have the demand that would satisfy that?

MR TALBOT: It depends on the sorting characteristics of what could be
recovered. However, we've got a three-tiered model that we put in place for what
you would do with that material. Thosethreetiersare, first of all, you get a premium
price for reuse in office paper. Then you would get a secondary price for export,
perhaps brown papers to China - which is alarge source of our recovered material at
the moment - exits Sydney and Melbourne and at that second-tier level a biofuel
usage. We aready utilise - we have done tests on wastepaper as abiofuel in
recovery boilers. It'sfundamentally better than coal and the emissions are very good
onit.

MR WEICKHARDT: That'sjust asathermal energy source?

MR TALBOT: A thermal energy source. The third tier and probably the last tier is
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there are significant carbon benefits in paper that can be used in agricultural
degraded sites. Now, there are transportation costs given that most of those sites are
in the wheat and cotton belt but there are a number of interesting research projects
that we have been party to. So fundamentally there's plenty of avenues for using that
material.

MR WEICKHARDT: So there'sacomposting - - -
MR TALBOT: Yes, composting and putting into soil.

MR WEICKHARDT: | haveto say I'm struggling alittle bit because | thought you
said previoudly that the problem is at the moment that the amount of recycled office
paper which is being recovered is going mainly to newsprint and to cardboard or
packaging applications, but you are now talking about biofuel and composting. If
you get amore highly sorted form of recycled paper, can your firm use potentially all
the material in the premium office area?

MR TALBOT: If weweretaking about CBD, highly sorted white papers, yes.
MR WEICKHARDT: All right.

MR TALBOT: It'svery hard to give you the Australian market but I've actually put
together arecycled paper sales chart to give you a flavour of the movement in the
market over the last two years. | think when you look at that, you will see that there
isn't amassive demand in the market. It's whatever relates to market demand. We
obviously can't produce something that won't be purchased, but based on what we're
seeing at the moment it's very, very promising.

MR WEICKHARDT: Okay. That again bears on an issue that the folk from APIA
were talking to us about. They were saying that there'sareal limitation of customers,
real resistance of customers, to using recycled paper if it has any lower whiteness or
gloss level or weight, that customers won't pay for it. Their point, | think, was that
typically the recycling at the moment costs more money than using virgin material.
So there's a sort of motivation by the recycled user or the recycled producer to charge
more money for it. But | think they were saying even if it were sold at the same
price, most customers, despite the fact they proclaim they like recycling, apparently
choose the whiter, brighter, virgin material. What's your experience in terms of
selling products that contain recycled fibre?

MR TALBOT: Wework closely in conjunction with the largest printersin
Australia and also the largest photocopier manufacturers on a global basis. None of
our recycled products would be put on the market if they didn't perform in the same
manner as virgin non-recycled products. Our fastest growth rates or the fastest
growth rates of any products seen in 25 years of office paper manufacturing have
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been recycled grades. That growth rate has been occurring over the last two and a
half years, | might add, on moderate marketability from our company/organisation.
Y ou must appreciate the fact that if we overheat the market and can't deliver, it'sjust
as detrimental as not having the product available at the start.

We've released four new brandsin the last 18 months, recycled brands. Again,
we're achieving between 200 to 400 per cent annualised growth of those products.
My work islargely involved in federal government departments and ASX
corporations. Universally they're all requiring the highest levels of product
stewardship. Rarely would | have aWestpac or aNAB or an ANZ or aRio Tinto ask
me about the whiteness of the paper. They're much more concerned with the
recycled content and the life cycle management.

MR WEICKHARDT: That'sgratifying to hear. It'savery, very different story to
the story that APIA gave us. Y ou might like to read their transcript, but they were
shedding all sorts of concern and gloom and doom about the Australian consumers' -
governments, large corporations or individuals - willingness to buy recycled product.

MR TALBOT: Asamatter of interest we have a number of large corporations,
federal, state and private, altering their procurement policies to benefit goods,
including paper, that save Australian landfill. Now, that actually just abides with
free trade agreements. That places usin an ideal position where we are the only
Australian manufacturer. APIA do represent alarge amount of importers. So that
would probably be the reason why some of the comments may appear contradictory.

MR WEICKHARDT: So what percentage of the sort of A4 copy paper that you
sell does contain recycled product in it?

MR TALBOT: I'mjust going to run through my statsin my mind so | can give you
the correct data. As of last month we made up 50 per cent of the A4 copy paper
market. Our production fluctuates from 115 to 135 thousand tonne ayear. As of
June this year we are producing close to 19 per cent recycled content paper out of
that, say 120,000.

MR WEICKHARDT: So 19 per cent of your total contains recycled fibre?

MR TALBOT: That'sright.

MR WEICKHARDT: What would the average content of recycled fibre bein it?
MR TALBOT: Last month we produced 1600 tonnes of recycled paper or had
1600 tonnes of recycled paper salesin Australia. That product was Reflex

50 per cent recycled, Australian 80 per cent recycled, Australian 10 per cent
recycled, Corporate Express 50R, and the printing product, Revive 35. So in redlity
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it's around 50 per cent.
MR WEICKHARDT: About 50 per cent recycled fibre?
MR TALBOT: Yes.

MR WEICKHARDT: What's stopping you taking that 1600 tonnes a month or the
19 per cent of al your product sales and making that 50 per cent or 60 per cent of
your product sales?

MR TALBOT: Theassetsdon't exist that could supply the volumes we require and
also an economically viable level to the manufacturer.

MR WEICKHARDT: Soit'saproduction limitation?

MR TALBOT: Yes. For example, the Shoalhaven facility we closed, it simply
couldn't produce the volume required and it lost its economy of scale compared to
some of the imported recycled pul ps that we could get. We've made a commitment
to purchase obviously Australian feedstock, but the Australian facilities just don't
exist that can supply the material.

MR WEICKHARDT: I'm struggling to understand this alittle bit because you're
suggesting there's more potential latent demand for recycled fibre than you're
producing at the moment, yet you've shut one of your recycling facilities.

MR TALBOT: Yes.
MR WEICKHARDT: How doesthat work?

MR TALBOT: That facility was located at Shoalhaven and our main
manufacturing plants are Tasmaniaand Victoria. There were some perhaps
historical errorsin the placement of that plant. Its size and efficiency and additional
transportation costs associated with the rising oil prices made the pulp just - the
market returns weren't there. 'Y ou spoke before about what sort of premium you can
get on recycled paper: between 5 and 10 per cent premium. If you don't have a
world-class, world-scale recycling facility, your costs soon well and truly blow out
over that market premium you can capture. So in essence, we're losing money on a
number of brands and therefore we decided to focus the Shoa haven recycled
products at the Maryvale plant in Victoria because it was closer to the Fairfield
recycling facility. Unfortunately that's placed more pressure on the Fairfield
recycling facility and that's the only one now in Australia available to us.

MR WEICKHARDT: Most manufacturersrevel at more pressure. More pressure
suggests more demand, more volume, and they therefore make further investments.
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What's the missing link here?

MR TALBOT: The Australian marketplace is suffering the consequences of very
cheap Asian imports, often with low social and environmental credentials, and we
are dealing with a number of federal government departments on issues such as
illegal logging and dumping of product. Nevertheless that has attuned the Australian
consumer to a set price per ream of paper or per tonne of paper and that isthe
primary reason why it is very difficult to invest. The dollar has been fundamentally
high for the last two years at |east; again, that makes imports very cheap.

MR WEICKHARDT: Okay. Soyou're saying at the moment the whole industry
profitability level islow, so investment in any form of papermaking is hard to justify,
but let's hypothetically assume that that period of time comesto an end. Isit the case
that the first form of investment that you'd make in more capacity would be around
more recycled paper?

MR TALBOT: Given the market trends, yes, definitely the best opportunity for us.
Asamatter of fact, one of the few competitive advantages for usin Australiais
recycled products.

MR WEICKHARDT: That being said, you bemoan in your submission the fact
that there isimported recycled paper coming into the country and | think your
assertion isthat thisis often subsidised and supported by offshore governments. Is
the Australian consumer sensitive when they buy recycled paper as to whether or not

it's got recycled Australian fibrein it or whether it's got any form of recycled fibrein
it?

MR TALBOT: Our most successful marketing campaign - I've got a sample here -
has been a product called "Australian” and on the back of it, it shows, "Saving
Australian landfill,” so clearly the Australian consumer has been more inclined to
purchase a product called "Australian” that saves Australian landfill than the
imported recycled grades. Again, we like to compete with the North Americans and
Europeans because we're competing on equal footings, we believe, but nevertheless
for their recycled grades, they have had significant capital investment and subsidy
assistance that we haven't had in Australia.

MR WEICKHARDT: If your comment isright that the APIA position largely
represents the position of the importers - their view of the ability to market recycled
paper was pretty jaundiced - that suggests surely there's a big opportunity for you,
based on what you've said, to market much, much more recycled paper.

MR TALBOT: Australian-made recycled paper?

MR WEICKHARDT: Yes,

3/8/06 Waste 1160 S. TALBOT



MR TALBOT: Yes, certainly. | mentioned 200 to 400 per cent growth rates for
our recycled brands; there is a great opportunity.

MR WEICKHARDT: Yetsome of that ironically involvesimported recycled
pulp.

MR TALBOT: No, imported pulp, not recycled pulp at this stage. | mentioned
before about our movement away from native forests; we've made the commitment
that it's better to import plantation pulp for a number of our brands than to use
Australian regrowth native forests. Some of that is marketing orientated as much as
anything else.

MR WEICKHARDT: Okay. Sointerms of the sort of support you have for the
product stewardship scheme, what isit that you would like ideally the government to
doin this area?

MR TALBOT: Certainly to not distort the marketplace with a subsidy. We don't
think that's worked in the past. We would like to see some sort of - - -

MR WEICKHARDT: Y ou mean by that a subsidy on the recycled paper?
MR TALBOT: Yes, that'sright.
MR WEICKHARDT: Soyou don't want that?

MR TALBOT: No, | don't think that would have agreat overall benefit. | think
you would just simply get Asian competitors diverting to recycled grades and
bringing them in at low cost, so it would put the Australian jobs overseas, so to
speak, and put us out of business. | think fundamentally in any life cycle assessment,
you need to accurately place adollar figure on the costs of waste disposal and landfill
and when we do that with paper, somehow that needs to flow back through the real
cost of paper. It may bethat, similar to the waste oil, waste tyre systems, schemes
that | don't claim to know a lot about, across the board people pay slightly more for

paper.

Now, from avery strategic viewpoint, you do not want to increase the cost of
all papersimported and likely to produce too much because it will make other forms
of communication media more suitable, so it'savery fine line for industry to tread.
If you push the price of paper up, you will end up having electronic PDFs emailed
more than print documents. Nevertheless, if there was some form of organisation
that could capture that levy, as minor as it may be, and with regulatory assistance
divert it back into a number of waste recycling projects, that would be our
recommendation.
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MR WEICKHARDT: | guessthese schemes can take on a variety of complexions
but extended producer responsibility schemes generally say to the producer, that's
you, "Y ou have aresponsibility to reclaim and get back all this product and recycle it
yourself." Do PaperlinX embrace that? Y ou would be happy if the government
turned round and said, "Y ou'd better recover 80, 90 per cent,” or something like that,
"of the paper you sell. You gotoit - your problem"?

MR TALBOT: Yes, webelieve we'rein avery good position, in that of the
120,000 tonnes of copy paper we produce, we are actually a net recycler closeto
100,000 tonnes of papers. Now, we do produce some brown paper, so we can easily
show amass balance of, "This is what we issue into the community and thisis what
we take back from the community. We're fine, focus on the importers and give them
alevy, atariff or asubsidy.” We haven't done that. We've said no, across the board
it needs to be a combined societal approach, and | believe the regulators know that.
They know we do alot of recycling and how we mix and match the recycled
productsislargely irrelevant because we could very easily show what we put into the
market, we're rebalancing.

MR WEICKHARDT: But despite the fact of you saying you recycle lots of
products, you've also said there's lots of this product going into landfill. Areyou
suggesting that all the product that's going to landfill is imported product and all your
product is coming back?

MR TALBOT: Definitely not, no. When we recover office paper, we don't
discriminate on its country of origin, we just take what's available.

MR WEICKHARDT: Soif the government turn around to you and say, "Well, it's
your problem to start all this product going to landfill. Y ou set up aschemeto
collect it, sort it, processit," are you happy about that?

MR TALBOT: When it getsto the point of potentially tagging every sheet of
Reflex and having some sort of - that would be impossible. | think the government
would simply say, "How many tonnes of office paper do you produce? How many
tonnes do you take back?' As| have alluded to before, most of the office paper
taken back goes direct to brown paper and that's the same with our case as well.

MR WEICKHARDT: It'sasmall percentage you're saying of office paper?

MR TALBOT: A small percentage of office paper goes directly back to office
papers.

MR WEICKHARDT: If you're suggesting large quantities go to landfill, then it's
only asmall percentage of total office paper that goes to any form of recycling,
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whether it's newsprint or cardboard.

MR TALBOT: That'scorrect. Asl said before, our total recycling number
matches very closely to our total office paper production number. We don't just
produce copy paper, we produce awhole variety of product streams. We would
argue that in the Australian context our total recycling balances the copy paper
production which is what the product stewardship istargeted at at present.

MR WEICKHARDT: | think you might be being overly optimistic about the
intentions of the government in introducing such a scheme. | think they're very
much focused on the fact, as | understand it, that there is awhole lot of this product
going to landfill and if they introduce some form of EPR scheme, they'd be looking
to you and your company to say, "You put in aschemeto collect it all, sort it and
reuseit. Don't point to the fact you've got all sorts of other recycled fibre from other
directions. Stop all that product from offices going to landfill,” and | hear you're
saying you're happy about that.

MR TALBOT: No, I'm not saying I'm happy about it, definitely not. Again, |
think a broader industry approach is required.

MR WEICKHARDT: But you're the only person who can reuse the fibre.

MR TALBOT: For remanufacturing in Australia? A lot of people could useit asa
biofuel.

MR WEICKHARDT: But that's apretty low form of reuse. Y ou could go surely
with higher value into brown paper or into newsprint than to biofuel.

MR TALBOT: | think the brown paper and newspaper market is largely happy
with its current Australian recycle intake. So | don't necessarily think alot of - - -

MR WEICKHARDT: Wouldn't the government logically therefore say, "Well,
look, PaperlinX you say you're only selling 19 per cent of copy paper with recycled
content, you're the Australian manufacturers, you collect all this office paper that's
going to landfill, you sort it and you increase that 19 per cent to 50 per cent,” or
something. Would that be what they have in mind?

MR TALBOT: If they did, | think they would find a large amount of job lossesin
the Australian paper market, yes.

MR WEICKHARDT: Why isthat?

MR TALBOT: Asl aluded to in the submissions - | kept the submission
specifically strategic - we're looking at aglobal playing field where the importers
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have very different levels of subsidies and government assistance, regulatory
assistance than what we have in Australian manufacturing. So to put a further
burden on the Australian manufacturer in lieu of that global context would be naive
at worst. 1t would be detrimental to the industry.

MR WEICKHARDT: I guesstimewill tell how all that pans out.

MR TALBOT: If I interrupt, just to conclude that point of argument, we've
invested in the only two white paper recycling facilitiesin Australia. We fluctuate
between 40 per cent to 55 per cent of the market. None of the importers have
invested in any recyclability in Australia. So already we have a burden on our
production infrastructure capacity. We have chosen to continue to educate the
Australian consumer that recycling is good and we have continued to try and push
recycled products on the market. So any change or additional pressure on usasan
organisation to do more in the recycling would simply close those plants. You
simply would put additional costs pressures on an infrastructure capacity that
couldn't handle it and an organisation that couldn't possibly fund it by itself. The
importers, who at this stage are getting away scot-free, need to work with the local
manufacturer on a broader Australian front.

MR WEICKHARDT: What isit you want the Australian government to do here or
the statements governments to do? It sounds, if | may characterise it crudely, asif
you want them to tilt the level playing field and make it unlevel so that they favour
the local manufacturer over the importers.

MR TALBOT: | don't think that'sthe case. In my submission | clearly articulated
anumber of OECD companies that had done things to simulate recycled goods
consumption, such as mandating minimum percentages of recycled paper
procurement. If federal and state governments made up 30 per cent of total paper
usage, if they mandated that every single department had to purchase a minimum
percentage of recycled fibre, that would flow through hard and fast back at the
manufacturers, "Gee, look at this demand now." It would potentially force prices up.
It would certainly give the confidence to invest in additional recycling facilities.

MR WEICKHARDT: I'm struggling to understand your comment previously that
you've got people champing at the bit to buy recycled paper; if you had the capacity
to produce more you could sell it like hotcakes. So why does the government have to
mandate this?

MR TALBOT: I'm not suggesting the government has to mandate it, I'm
suggesting other OECD countries do which makes their recycled offerings quite
cheap. At the moment our growth is on the back of saving Australian landfill. From
a marketing perspective there will become a price differential in which people feel
comfortable about saving Australian landfill and then they feel comfortable about
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just buying arecycled product. So what I'm suggesting is our growth at the moment
has been purely, "Y ou're saving Australian landfill. The Asians will get involved
through subsidies and bring arecycled product into Australiawon't save Australian
landfill, the whole extended producer responsibility won't be taken into consideration
and the local manufacturer will be put out of business.” Can you see that sort of - - -

MR WEICKHARDT: Thefolk in APIA who you say represent the importers were
the most horrified about this scheme because they said there's no demand for
recycled product. You're saying there's lots of demand.

MR TALBOT: Yes

MR WEICKHARDT: Maybe I'm putting two and two together and getting five,
but that suggests the Australian consumer wants to buy Australian recycled product,
which hasalogictoit. If that'sthe case, | can't see for the life of me why you're not
charging ahead to take advantage of this demand out there in the marketplace for
Australian recycled products.

MR TALBOT: Asl aluded to, and there'sthe chart | will hand in, we are charging
ahead as fast as we can within the current capacity. A 200 to 400 per cent growth
rate on recycled brandsis a charging ahead. We do make more money at this stage
on virgin fibre, but we believe in three to four years' time, recycled fibre and recycled
brands et ceterawill give us abetter premium. | mentioned before that we're stuck
on thisideathat Fairfield isthe only facility in Australia at the moment that can
deliver recycled pulp and therefore take recycled office paper which is a weakness
for ourselves and society in general. An Asian importer or an European importer or
aNorth American importer, they don't run any recycling facilitiesin Australia. Their
recycling facilities in their country of origin are largely subsidised and they do not
save Australian landfill. We are the only ones who go out to collect, recover, put
back into Australian brands et cetera. It isan uneven playing field at this stage. A
levy system on all papers coming in and being manufactured in Australialevels the
ball.

MR WEICKHARDT: Sorry, say that again.

MR TALBOT: If everyoneislevied, no matter who sells paper, if all importers
and the local manufacturers are levied on per tonne of paper, we think that's alevel

playing field.

MR WEICKHARDT: Soyou're suggesting that if thereisthat levy up-front on
any particular sheet of paper that you collect and then you have aresponsibility to go
and recycle that product, that's a good scheme?

MR TALBOT: That'sright. Wethink it'savery good scheme. We think that
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would lead to the ability for manufacturing operations - which frankly, across the
board, outside petrochemical and mining in Australia are struggling in our industry to
survive, inour industry to play on alevel global playing field - we believe that that
three-tiered process of ideally back into office papers, then biofuels, potential land
tilling, could be enacted. It would be great to be able to see a Sydney and Melbourne
joint industry sponsored recycling facility that can segregate. As an organisation we
would be mad not to be able to sign up to some sort of offtake agreement to procure
asignificant percentage of that product from that facility.

MR WEICKHARDT: Soyouwould invest in terms of adding capacity to be able
to handle al that recycled fibre, would you?

MR TALBOT: It would be mad for the company not to take that decision, yes.

MR WEICKHARDT: Given the fact that if the New South Wales statistics are
correct, the A4 copy paper is maybe afifth of the total of all the paper that comes
through offices, and the rest, you're saying, is printed paper, if you got ahigh
percentage of that back - and let's use the newspaper recovery rate of 75 per cent -
can you use al that recycled fibre in a high-grade application, where you were
previously advocating it has merit as highly refined fibre? Can you absorb all that?

MR TALBOT: It'sgoing to come down to price but there's no reason why all our
papers couldn't have some sort of recycled percentage. That's the case occurring in
Germany at the moment, where not buying recycled paper is the anomaly rather than
- nearly all German-manufactured papers have some percentage of recycled content.

MR WEICKHARDT: So how many thousands of tonnes or hundreds of thousands
of tonnes a year of recycled product - the New South Wales number | think that
APIA cited was that there was 600,000 tonnes in New South Wales going to landfill

- if | take awild extrapolation from that, that across Australia, if you use that

number, there might be 3 million tonnes and you recover 75 per cent of that, so that's
2 million tonnes hypothetically of recycled fibre that might come in your direction.
Can you use dl that?

MR TALBOT: Given that we produce 860,000 tonnes of paper ayear, that gives
you an idea of what we could - and having said that, you wouldn't produce

100 per cent recycled papers across the board because certain products just aren't
suited to that.

MR WEICKHARDT: Soinevitably if those numbers areright - and I'm sorry, I've
plucked those out of the air - then there would have to be alot of exported fibre or

fibre used for thermal applications and things of that sort.

MR TALBOT: Absolutely.
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MR WEICKHARDT: Areyou satisfied that that could all be done as a net
community benefit? Ultimately the consumer pays, so you're suggesting alevy
should go on all sheets of paper. All consumers end up paying that because you pass
that cost through to the consumer and thisis being done to recover the fibre and
some of it is being used locally, some of it is being exported. Do you think that all
thisis going to be to the net benefit of the Australian community?

MR TALBOT: Look, certainly we employ 10,000 Australians. As a manufacturer,
yes, any benefit to us will benefit the regional communities in which we have our
manufacturing plants. | think if you look at the recovery along our capital cities and
landfill costsin Sydney, it hasto be a benefit. Recovering 3 million tonnes or that
part may be extremely difficult. It may be very optimistic. | think really stage 1
would be to pluck the eyes out of the best recovery streams, so | wouldn't like to
suggest that someone could go out there and build that size plant. It would be
something perhaps half that capacity. Some of the papers have ail, grease, other
biological issues with them, so you couldn't recover them economically, so therefore
you're using extraenergy and water to try and recycle something that you're not
getting a benefit from, so again, probably half that figure.

MR WEICKHARDT: Okay. Based on what you've said - and | just want to
clarify this absolutely - you're saying | think at equal price points, the Australian
consumer, Australian government, the large corporations, are happy to buy recycled
paper that contains Australian fibre in it and they're pretty unwilling to buy recycled
paper that contains imported fibre or imported recycled paper?

MR TALBOT: The people who abide by DOFA guidelines on value for money
procurement take into account landfill costs and when they do that, it puts our
product at an advantage. People who buy purely on price don't care, but thereis an
increasing level of corporate social responsibility in both government and corporate
circles, certainly not enough to cause a massive - usto be able to invest vast volumes
in converting everything to recycled, but neverthel ess enough to get our recycled
brands growing quite quickly.

MR WEICKHARDT: What isit that's stopping alot of this paper that's used and
processed in offices actually being collected for any form of fibre application?
What's actually causing it to go to landfill at the moment in your opinion?

MR TALBOT: | guess Amcor and Visy, being the main cardboard manufacturers,
have the required volumes they need, therefore, they're not placing any major
additional demands on the newsprint. Norske Skog have an excellent system and we
certainly communicate with them on aregular basis, that they have their needs met,
so therefore the domestic - and we've obviously got some moderate growth in a
recycled capacity, but within Australiathere isjust too much material at the moment
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for the processing facilities to cope with. Therefore, it flows all the way through; the
buildings aren't designed to recover wastepaper. Thereisalot of transportation
issues; as| said before, very good at chopping atree down and putting it through a
paper mill. There's probably six fundamental steps. There's about 14 stepsin getting
office paper out of a CBD into a baling plant, into adinking plant, into a washing
plant, then off to the mill to be put into a paper sheet, so you have all those additional
costs and complexities. Assuch, people just see landfill as an easier option. So I'm
probably answering it on three fronts here but, yes, it islack of demand in the
Australian marketplace, lack of infrastructure to easily move that material and the
landfill costs because the true landfill costs aren't forced back on to the consumer and
landfill disposal is a cheap option.

MR WEICKHARDT: You think commercial operators aren't paying the full costs
of landfill, do you?

MR TALBOT: For the commercial and average consumer, | don't think it's paying
the true figure of landfill disposal, no. | think if they were, that would then drive the
recycled collection agencies or facilities to invest more money and then to grow.

MR WEICKHARDT: Clearly other people have different views but if you read
our draft report, you will read there that we think that with the levies being applied at
the moment, in New South Wales particularly, that commercia users are probably
paying significantly and in excess of the true costs of landfill.

MR TALBOT: | wishall our major regional and capital cities were paying the
same as Sydney because | think it would then change the Australian market
somewhat. Sydney, | would concur with afairly - - -

MR WEICKHARDT: But Sydney has got lots of paper going to landfill.
MR TALBOT: Yes. It doesn't have arecycling facility any more as well.

MR WEICKHARDT: But you'd be happy to invest in that based on being able to
levy people up-front. You'dinvestin- - -

MR TALBOT: That would give us the assurance, yes, to do it, to invest, also
invest in paper machines capable of recycled product aswell. You can't aways use
your existing infrastructure. 'Y ou need to make process changes.

MR WEICKHARDT: A lot of thisfibre, from what you've said, if we collected a
high percentage of it, would end up being exported. That opportunity exists today,
so why isn't thisinvestment going on in infrastructure to collect this office paper
today and to export the fibre?
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MR TALBOT: Again, it'sglobal inequities. I've been to the major EU recycling
facilities, sorting facilities, built or subsidised through alevy system or actually
funded by a state agency. It isvery difficult that you're dealing with an Australian
Issue; making up alarge but minor percentage of the Australian paper market, itis
impossible for usto actually build afacility to handle all Australian paper.
Nevertheless that's the sort of scale required.

| mentioned at the start that there was geopolitical issues. If you were dealing
in Mannheim or Stuttgart, Germany, you have a 100 million people within a
500-kilometre radius, therefore you can build a very good facility and get alot of
feedstock. In Australiawe're faced with the situation of transport, Brisbane, Sydney,
Melbourne, Adelaide, Perth et cetera; without government assistance and |leadership,
it is near impossible to make an economic case for asingle entity to build afacility.

MR WEICKHARDT: | guessour responsibility isto try to recommend policiesto
government that are in the interests of the community, and government support and
leadership is sometimes a proxy in the minds of others for governments spending
taxpayers money, that's the community's money, and the issue we have a
responsibility to recommend to government is that they spend our money wisely. |
guess I'm struggling still to understand whether or not this investment in
infrastructure and collection can actually be done in away that doesn't require
taxpayers money to be spent. From what you've said you could use some more
recycled fibre, but a large quantity of arecycled fibre would either have to go to
export, which you could do today, or be used for thermal applications which you
could do today. If that could happen today without government support, my question
Iswhy isn't it happening, and if it requires government support to make it happen,
why are you convinced that's in the interests of the community?

MR TALBOT: First and foremost the market drives everything and the market
Isn't mature enough as yet to warrant a significant investment in arecycled facility.
Asasaid, as alarge but less than majority market player, we don't have the resources
or the fundsto develop aglobal full-scale facility. | would have to suggest that
nowhere in the western world has a decent recycling system on paper been set up
without significant leadership on the government's behalf.

MR WEICKHARDT: "Leadership" is code for money from government.

MR TALBOT: Money, levy or subsidy, yes. Likewise, unlike most of the global
paper markets, we have a very open free trade economy which makes us an ideal
target for cheap Asian imports. So, as | suggested, the actual base price of paper in
real terms has reduced quite significantly over the last five years. Asalocal
manufacturer, that has hit us hard, coupled with the high Australian dollar and high
fuel prices. So there's absolutely no way that we can invest in afacility that would
do anything more than we currently produce. To that extent | think the Australian
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consumer or Australian society would be at aloss. We'd say, "Look, we're doing
what we have to do. We're balancing total recycled against total copy paper
production.” The vast majority of importers would get away with it and we wouldn't
be any better off.

MR WEICKHARDT: At the bottom of page 6 in your submission you gquote a
New South Wales waste management authority in 1999 estimating the true cost of
wastepaper to landfill wasin the vicinity of 178 to 200 dollars per tonne. Do you
know how they arrived at that number?

MR TALBOT: No, I don't; it was something in the file | inherited.

MR WEICKHARDT: I'mnot sureif we have accessto that. Afterwards we might
get you to talk to the staff and if we don't, we might get you to send us a copy of that.
It seems a very high number, unless there is a huge amount in there for the potential
value of that fibre as an aternate use and if thereis, again, | wonder why the market
is not paying that today.

MR TALBOT: Yes

MR WEICKHARDT: You also citeasectionin your submissions where you say,
"Tax incentives as utilised in the 1990s have led to market distortions in the import
of recycled product without areal net environmental or social benefit to Australia; as
detailed in Environmental Economics Research Paper Number 5 prepared by
Ecoservices Pty Ltd." Again, if you had a copy of that, we'd be grateful to see that.

MR TALBOT: Yes, not aproblem.

MR WEICKHARDT: Y ou mentioned the fact that the Shoalhaven mill is closed
and that was processing a number of wastes being recycled, including liquid carton
board. Whereisthat product going now?

MR TALBOT: | would suggest the liquid carton board is either going to landfill or
brown papers. If you rip open amilk carton at home, the white fibres are some of the
best in the world, but as | said, the economies of scale for that plant and some of the
production pressures at Shoalhaven meant we couldn't maintain it, but yes, definitely
they're going to landfill or brown paper.

MR WEICKHARDT: So who has got the capacity to process the carton board
product to brown paper in Australia?

MR TALBOT: | think if you produced avery crude box paper, Visy could
probably do that.
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MR WEICKHARDT: The other product that Shoalhaven was processing, has all
that gone to Maryvale?

MR TALBOT: All the other brands have switched to Maryvale, yes. Asamatter
of interest, the Shoalhaven product produced a white pulp and then a brown pulp that
was quite dirty and that went to land tilling with local farmers, Manildra starch

et ceteraas like afertiliser, and we have case studies of how that multitiered system
can work effectively.

MR WEICKHARDT: Sorry, | missed that point. You say it went for landfill?
MR TALBOT: Yes, we actually worked with the local agricultural societiesto use
it as a saline reductant in soil and they also mixed it with afertiliser as a soil additive.
So to give you an idea when you're bringing in waste material, you take the best
white paper, the rest you look at whether you can sell it to brown paper or
aternatives. Inthe case of Shoalhaven, the alternative was agricultural options.

MR WEICKHARDT: Wasareasonably large component of the recycled product
going out in that application?

MR TALBOT: | would think - and it was an old plant - probably 40 per cent was
going out as aland tilling exercise.

MR WEICKHARDT: It doesn't sound like a hugely value-adding component of
the whole process.

MR TALBOT: Wereceived money for it and obviously the money was probably
greater than the transport to Botany or another brown paper manufacturing site.

MR WEICKHARDT: Okay. So it made good economic sense?
MR TALBOT: | can honestly say that it wasn't an issue in why the plant was
closed. The plant waslargely closed due to the size of the machines that fed off it

and the global pressures.

MR WEICKHARDT: | think that finishesal my questions. Thank you very
much indeed for appearing and thank you for your submission.

MR TALBOT: Thank you.
MR WEICKHARDT: We'e going to adjourn the hearings now until 1 o'clock.

(Luncheon adjournment)
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MR WEICKHARDT: WeEell resume the hearings now and our next participants
are the Master Builders Association of Victoria. For the transcript if you could give
your name and the capacity in which you're appearing today, please.

MR ZENNARO: Paul Zennaro, senior adviser communications and government
relations with the Master Builders Association of Victoria. 1'm here today in place of
Brian Welch who unfortunately couldn't attend.

MR WEICKHARDT: Thank you very much indeed and thanks for your
submission which you should assume we've read, but if you want to make some
comments to lead into the discussion, that will be fine.

MR ZENNARO: Thank you. First of al, thank you very much for this
opportunity. A little background, if | could, about our organisation: established in
1875, the Master Builders Association of Victoriaisthis state's oldest employer
organisation. We represent more than 6000 members across Victorias residentia
and commercial public sector which is a unique position which we occupy.
Membership of our association includes house builders, housing subcontractors,
general contractors, specialist contractors and engineering contractorsin the
commercia sector. The Master Builders Association has a strong working
relationship with the Demolition Contractors Association of Victoria and we actually
act astheir secretariat. They are the peak employer body for organisations
undertaking commercial and residential demolition activity in Victoria and we did
work very closely with the Demolition Contractors on our submission.

The building industry in Victoriais obviously one of the largest and in
2004-2005, our industry was worth $26.4 billion, predominantly in the housing and
construction sector, about $15 billion, the commercial construction sector about
8 billion, and in engineering construction, around about 3 and a half. Those
members who undertake those works, who obviously have a broad range, were all
consulted on our submission to thisinquiry and just to give you an idea about the
breadth, that includes contractors who would have worked on housing extensions
through to the Scoresby Freeway project which is one of the largest infrastructure
projectsin the history of the Commonwealth.

I would like to make the point at the outset that the Master Builders believe
that the draft report perhaps didn't place enough emphasis or go into sufficient
analysis about the role of the building and construction sector in relation to waste, the
creation of waste and the dealing with waste. Our sector - and we understand from
your report and from other research - is one of the greatest producers of wastein
Australiaand it is a sector that in the past has shown awillingnessto recycle, albeit
that most of that recycling has taken place with granulated concrete recycling. We
do have concerns that there are increasing trends towards waste production in our
industry, particularly through packaging and what would often be seen by alot of
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people as wasteful packaging or unnecessary packaging.

There are three main areas we discussed in our presentation to the draft report.
Thefirst one was the idea of financial assistance from the government to waste
transfer stations and we raise this point because small builders are often involved in
the sorting of their own waste and when we talk about small builders, we're talking
about housing builders, and there are around about 36,000 new homes built in
Victorialast year without consideration for home extensions, so thereisalot of
waste generated by this particular sector of the economy and many of these people
self-sort their own waste into recyclable materials at transfer stations.

We also looked at the idea about devel opers taking responsibility for waste
management away from individual builders, particularly in greenfield development
sites. An example that was raised was that of the VicUrban Aurora development in
Epping where VicUrban, who are a devel oper, abeit owned by the Victorian state
government, actually took all the waste management responsibilities from individual
builders and took it into their own hands, therefore being involved in a greater scope
of collection and so on in recycling.

We aso wanted to emphasise the idea about investigation of best practice
within the industry and whilst there may be some smaller measures that may not be
seen to have a huge impact on the overall waste situation in Australia, there are some
very innovative methods undertaken in the building industry and in our submission
we put the point of one particular builder who cuts pieces of materialsinto small
sections which are then able to be used in wall cavities, to be placed in wall cavities,
reducing the need for that waste to go to landfill, something which isn't of any
particular benefit of the performance of the house, with the exception of providing
marginally more insulation, but reducing waste going to landfill. If that was
something that was encouraged across the broader industry, it could have a massive
Impact on the amount of waste.

The final issue was that of geographic locations of waste transfer stations. |
think with rising fuel costs, we understand of course that the Productivity
Commission had arather substantial inquiry into housing affordability and
demolition costs, in particular the transport of demolition materialsin country areas,
could have a massive impact on housing affordability based upon the simple cost of
transferring those materials across large geographic areas.

The one point | would like to raise which wasn't actually in our submission
actually came from the Demolition Contractors and that was in response to their
experience of less and less landfill sites being available to them in regional areas of
Victoria. They did make the comment that perhaps the commission could consider
the idea of making non-putrescible landfill sites available in those regional areas.
They said thiswould be avery good sort of issue for two major reasons: thefirst one
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is hopefully it will reduce transport costs associated with transporting waste often
across vast distances to landfill sites and secondly, obviously because it will prolong
the life of established landfill sites for waste that might require a high degree of
treatment or containment in that environment. Also we believe it would reduce the
cost burden on local government and not have an adverse impact on the environment.
Thank you for the opportunity to speak to you today.

MR WEICKHARDT: Okay, thank you. Just on that point of the landfill sitesfor
non-putrescible waste in regional areas, what is the problem? Are you saying that
there aren't landfill sitesin those regional areas that will take inert waste?

MR ZENNARO: Theissue we have at the moment, and we keep on hearing from
membersin regiona areas, isthat there are less and less landfill sites available, full
stop. Their issueisthat there are less opportunities for them to get rid of materias
that were going to landfill. A particular example recently in Bendigo is where there
were massive increases in the costs associated with landfill, and buildersin areas
outside of Bendigo actually were travelling in some instances up to 150 kilometresin
order to dispose of waste.

MR WEICKHARDT: Thisisjust inert waste, not hazardous or anything?

MR ZENNARO: That'scorrect. We'retalking about typical materials like timber
which can't be recycled or used for other purposes, some very basic metal materials,
glass, plasterboard, these types of materials. Large distances are being travelled to
get rid of them because there just isn't the landfill opportunities within close distance.

MR WEICKHARDT: That sounds extraordinary. Around Bendigo, are you
saying?

MR ZENNARO: Yes. That'sone areawhere there was a massive increase and
that's the submission we received from at |east two buildersin that areawho were
saying they were travelling those types of distances.

MR WEICKHARDT: So thelandfill was available but they just didn't like the
price. Isthat the issue?

MR ZENNARO: That isafactor and obviously building is an incredibly
competitive market and those issues are important, but also when we talk about areas
perhaps that are more remote, additional landfill sites for inert waste would be of
great cost benefit to the consumers.

MR WEICKHARDT: Okay, thank you for that. A couple of issues that you didn't

refer to in your submission, but are relevant: we talked at the first round of hearings
with your organisation about difficulties associated with builders, particularly at
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small or urban building sites, in having skips be able to be located on the site and
indeed skips perhaps to take different materials. So they were suggesting that | think
you therefore typically have builders who simply throw all their waste into the one
skip because they don't have the physical room to put more than one skip there. |
heard you say during your introductory remarks that you wanted some form of
government assistance, for builders to sort that waste out at transfer stations. Was
that the point you were trying to make?

MR ZENNARO: The point | was making in that introductory part was that we
have seen examples and members have alluded to examples of waste transfer stations
where sorting is simplified; this could be as simple as the physical conditionsin the
actual area and the layout of the transfer station which enables waste to be perhaps
dumped into an area for some quick sorting by a builder through to different stages
where they can drive atruck or atrailer dong and actually pull waste out of different
points and they can then sort that themselves.

In relation to the skips at the front of building sites, that issueis dlightly
different and local government is continually clamping down on our members' ability
to position skipsin front of sites where they are working, both infill development
locations and greenfield locations. Y ou could imagine that in situations where we
want multiple skips to enable a sorting of waste into usable and recyclable materials,
If it'simpossible to place one skip in front of a building site, how you're ever going to
place three.

There were some examples from members who actually had some innovative
ways of getting around that, but these are people who all had avery strong
ideological position on recycling and wanted to advance that. One of them there was
one particular builder who places recyclable bins for each of the trades on site and, if
you like, it almost becomes alittle bit of a"who can do the best job" sort of
environment, it enables them to monitor the recycling of goods and that's something
which has apparently for him has had huge benefits. But he is someone who does
have that sort of predisposition to want to go to that type of effort to recycle. The
larger binsin front of sitesto enable sorting is a massive issue and something we find
very difficult.

MR WEICKHARDT: Soif you can't sort on site, then to recover any of this
product you have to sort off site. Are you suggesting that you think the government
ought to support that, rather than the builder or the recycler actually doing that
process for them?

MR ZENNARO: The system by which household recycling occurs at the moment,
as happened in Melbourne in recent times with Visy investing alot of money in

sorting facilities, in our submission we make the point that perhaps thereis away of
facilitating that type of program for the building industry given the volume of waste
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we produce, and you'd imagine the profitable nature of actually recycling some of
those materials. We've had those examples with some of those individual industries
and | note plasterboard is one where they do like to recycle the plasterboard and
actually use the components of the plasterboard to manufacture offcuts and things
like that or pre-used plasterboard.

Our point was perhaps, given the nature of our industry it is going to be very
difficult for usto actually put money up-front to actually invest in those sorts of
programs, but we're sure with the proper facilitation there would be private investors
who would see the benefit in going down that process. We see that with our
assistance, it might one day be a cost saving to our members in addition to the
obvious environmental benefits. In preparing our submission we had conversations
with one particular local government, the City of Boroondara, who mentioned that
they now recycle 58 per cent of all waste collected on the kerbside where prior to the
commingled recycling occurring, that statistic was down around 20 per cent.

So if we could get to the position where a bin could be delivered to a building
site - obviously not food scraps and things like that - but recyclable materials were all
just thrown into alarge hop and then they were sorted at a sorting facility, you would
imagine that that would be something which industry would be interested in and our
builders would definitely take up and see as a definite benefit.

MR WEICKHARDT: Okay. Your comment about devel opers taking
responsibility for waste management, you've got an example which you clarified was
the Victorian government themselves acting as the devel oper.

MR ZENNARO: That's correct.

MR WEICKHARDT: Haveyou had any private developer showing any
enthusiasm for thisidea?

MR ZENNARO: To be honest with you, no, not that | know of; there may be and
if thereis, | can get back to you. But in the case of Aurora, we know there was
something that the private builders saw a huge advantage in.

MR WEICKHARDT: Apart from the fact that it took the responsibility away from
them, if you look at the totality of the whole scheme, did it actually make sense that
the developer took that responsibility?

MR ZENNARO: Absolutely. We were talking about greenfield developments
where you might have three builders all working within 150 feet of each other and
there is obvious advantage in the devel oper facilitating a waste collection system
which all three of those particular builders could utilise at the same time. We
understand that that might have a cost impact on the builder and there might be a cost
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associated with that which you would imagine would be offset by the savings and not
having to organise their own. Infact in that Aurora example, they would contact a
particular contractor who would then bring the waste out and then they were all able
to useit. From the members we spoke to who actually used that system, they said
they were very pleased with some of the results, particularly some of the recycling
results.

MR WEICKHARDT: Sotherewasareal benefit of scalein that case.

MR ZENNARO: Yes, absolutely. If | may add, you would imagine that there
would be an economy of scale benefit also to the recycler in that example, given the
volume of recycled materials collected.

MR WEICKHARDT: Yes. | wasabit confused by your comments on page 5 of
your submission where you attribute to us in the bottom third of the page, you say,
"The Productivity Commission states Australiais running out of suitable landfill
space," and then you say further down, "The Productivity Commission has
acknowledged an abundance of landfill space.” | think we suggested we couldn't see
from the facts that had been made available to us that there was a shortage of landfill
space, so I'm not quite sure why you've cited us as saying thereis.

MR ZENNARO: That perhaps could be an error. | apologisein that case.

MR WEICKHARDT: All right. On page 6 you say, "Anecdotal evidence suggests
on-site collection of commingled recyclable materials followed by off-site sorting
could be entirely paid for by the revenue from recovered materials." Inthose
circumstances, why does the government interfere? Why does the government need
to become involved? Why doesn't it happen from the incentives to the private
operatorsin that field to recover those resources and get a benefit from it?

MR ZENNARO: 1 think that in coming to that position we looked at the example
of kerbside recycling and we also spoke to organisations that are currently involved
in recycling building waste and the demoalition contractors. The point that was made
was that the facilitator, if you like, in the local government example was the fact that
there would be 25,000 households in a given geographic areawho all, within the
basis of the same framework, provided their waste for recycling. The difference with
the building industry obviously isthe way work is conducted and there might be a
concentration of work in aparticular area and - it's not geographically concentrated, |
suppose, is my point, whereby we think that maybe in the recycling industry they
haven't looked at this situation and thought, "With a bit of coordination there might
be a great opportunity for us to actually get involved in a program,” along similar
linesto Visy and these sorts of organisations in the kerbside recycling area and
maybe it will require a bit of coordination from government - maybe through a body
such as yourself, I'm not exactly sure where - to actually point out to industry thereis
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an opportunity here for avery worthwhile program to be investigated and obviously
perhaps undertaken.

MR WEICKHARDT: Okay. Thank you very much indeed for your submission
and thanks for coming along and talking to it.

MR ZENNARO: Thank you for the opportunity.

MR WEICKHARDT: Ladiesand gentlemen, that concludes today's schedul e of
proceedings and indeed concludes the round of hearings for the second stage of the
inquiry into waste management and resource efficiency. For the record, isthere
anyone el se who wants to appear today before the commission? In that case | hereby
adjourn and in fact end these proceedings. Thank you very much indeed.

AT 1.27 PM THE INQUIRY ADJOURNED ACCORDINGLY
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