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Chief Executive Officer

FSC Australia ——

96-104 Dryburgh Street
North Melbourne, VIC 3051

BY EMAIL: nreynolds@fscaustralia.org
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NATURALLY BETTER

Dear Ms Reynolds
Response to Membership Complaint

| refer to your correspondence dated 31 May 2013 and subsequent advice by email
relating to a complaint made by MyEnvironment Inc and Environment East Gippsland
regarding our membership with FSC Australia. Thank you for the opportunity to
respond to this important matter.

We are committed to the implementation and promotion of the Principles and
Criteria for responsible forest management.

As you would be aware VicForests has been a member of FSC Australia since 2006.
This is significant, as the organisation made a deliberate and conscious decision to
participate and support FSC Australia and the FSC Principles and Criteria. During this
time we have been the only large natural forest manager who have maintained
membership and chosen to financially and publicly support and promote the Forest
Stewardship Council. It may be useful for you to know we have taken this stance
despite receiving criticism at times from other parts of the industry.

We have actively encouraged improved collaboration and patrticipation in the economic
chamber, other parts of industry and government through regular forums. We continue
to support and promote forest management and chain of custody certification in
Australia through a range of avenues. For example in 2011 we were a member of a
Steering Committee, coordinated by PlanetArk, which delivered a certification
promotion workshop in Sydney, at which FSC Australia delivered a presentation.

We are a keen advocate and supporter for the development of a National Forest
Stewardship Council Standard. We believe this is critical to deliver clarity and
consistency to all stakeholders and the market involved. It is also critical to provide the
same for forest managers, perhaps most importantly natural forest managers. It would
be deeply disappointing, given our long standing support of FSC Australia and the
length of time it has taken to begin the process of the creation of a Standard, if we were
unable to participate in its development. From a longer term perspective, | also believe
it would be in the best interest of the Forest Stewardship Council to involve large
natural forest managers in the Standard development process.
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Current membership guidelines are not consistent with international
membership rules.

We are fully aware of the membership requirements and the guidelines that aim to
support these rules and this matter has been discussed with FSC Australia in the past.
| do note that inconsistencies remain between FSC Australia’s membership guidelines
for forest managers and the membership requirements of FSC International that can
potentially discriminate against participation by forest managers. For example, a
reasonable time to achieve FSC certification of a forest manager is required. It is
suggested in the guideline that a normal timeframe would be up to two years. This is
not a requirement of FSC International membership and we believe in the interest of
consistency the guidelines should be reviewed against the FSC International
requirements.

The guideline states “the ultimate test is that the Board is satisfied that the applicant
has demonstrated a genuine, substantive and ongoing active commitment to the
Principles and Criteria”. The guideline clearly allows for discretion and we believe in our
case this should be provided for.

Our Sustainable Forest Management Policy reaffirms our commitment.

I note that the complaint claims that an Australian Forestry Standard audit “makes it
very clear that VicForests are not aligning operations or systems with the FSC”. This
claim is incorrect and has no basis. The review of this policy is significant in that it is
the first review that has occurred in my time as Chief Executive Officer. My clear intent
is to affirm both mine and my Board’s support for the FSC Principles and Criteria.

To be clear the second point in our Sustainable Forest Management Policy clearly
states that “we will actively work towards implementing the Forest Stewardship Council
(FSC) Principles and Criteria”. It is true that we removed the specific list containing
each individual Principle and Criteria as it was cumbersome and unnecessary. | have
reviewed some FSC certified forest management company’s policies and our approach
is consistent with these.

I would like to point out that the change to our policy was not done in secrecy. In the
interest of transparency our full AFS audit reports are publically available on our
website at http://www.vicforests.com.au/www/content/default.aspx?cid=928. As part of good
governance and process, all our policies and instructions require periodic review. Our
Sustainable Forest Management Policy was reviewed in 2012 and was included in our
2012 Sustainability Report which can be found at
http://www.vicforests.com.au/www/content/default.aspx?cid=766.

We have recommenced our certification process.

As you are aware, we have scheduled a date in the near future to undertake a full
preliminary assessment against FSC Standards. We have entered into contractual
arrangements with an accredited FSC auditor to undertake this task. While most
stakeholders are already aware of our broad intentions to pursue FSC Certification we
will be making this announcement public well in advance of pre-evaluation audit.

We believe this process will provide a fair and independent assessment of how we are
tracking against the Principles and Criteria and will identify gaps and the best pathway
to meeting the standard. We do not underestimate this challenge and plan to
commence a comprehensive and ongoing stakeholder engagement process both prior
and after the pre-evaluation audit.
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Importantly, this process provides a tremendous opportunity and framework for
meaningful engagement with stakeholders. When completed | will be more than happy
to share the results of this audit with you so that you are able to better understand
where we stand against the Principles and Criteria and, what our plans are to address
any deficiencies if they arise.

Opportunity to promote membership commitment.

In the interest of improved collaboration and stakeholder engagement, it is not my wish
to make any complaint against other members of FSC Australia. However, it is
important that you are aware that in our view there is a propensity for some groups not
to engage with VicForests.

As you are aware, the intent of the Principles and Criteria is to promote responsible
forest management in all forests, recognising that economic, social and environmental
dimensions are managed appropriately. Other member’'s commitment to the Principles
and Criteria could be affirmed by encouraging (rather than discouraging) VicForests to
participate in and seek FSC certification.

If you require any further information please do not hesitate to contact me. | look
forward to continued and constructive work with FSC Australia and a favourable review
of our membership.

You%ncerely
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MyEnvironment Inc.
Office 5 Church Street
Healesville, 3777
Australia

30" January 2014

Dear Sarah,
Dear lill,

Thank you for your letter to FSC International of 1 November 2013, and apologies for this late reply. In
your letter you object to the membership of VicForest in FSC. However, VicForest is currently not a
member of FSC International, and we also have not received any application for membership from
VicForest. We therefore have no basis for taking any direct action related to VicForest.

However, your letter also raises other questions with regard to the membership of organizations in
FSC. In this context, it is important to note that FSC Australia and FSC International signed a joint
membership contract in which we have agreed to bring the Australian membership in line with FSC
International’s.

FSC International is an open and inclusive global membership organisation, and it is our general rule
that members fulfilling the membership criteria in our statutes, supporting FSCs mission and/or dem-
onstrating compliance with FSCs Principles and Criteria are most welcome.

We understand that VicForest, State Forestry Agency in Victoria, which supplies to Australian Paper,
are under assessment for FSC certification. This seems to us to be an indication that VicForest is seek-
ing to demonstrate compliance with FSC’s Principles and Criteria, by which they would be eligible for
membership. We would not find it appropriate to expel a member from any FSC organisation when
they are actively undertaking an FSC certification process.

For us, it would seem more logical to us to take the opportunity of VicForest’s certification process to
engage in the stakeholder consultations around it. These consultations will inform the certification
process and be an important part of the considerations for any successful FSC certification of VicFor-
est.

In the current situation, we would therefore like to encourage you to continue a dialogue with
VicForest in stakeholder consultations in certifications in Australia. We firmly believe that such dia-
logues can bring change in forest management practices. And if this happens, there will no longer be
any gquestion whatsoever of VicForest’s membership of FSC.

Please note also Membership and certification are not the same thing. Through its membership,

VicForest are part of the consensus seeking processes with the other members of FSC Australia. They
will have voting power, but no more than any other organizational member, and there will at the same
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time be opportunities to influence them through the consensus seeking processes. And VicForest can-
not use their membership status as a way to increase the 'green’ nature of their products.

With kind regards,

S G

Kim Carstensen
FSC Director General
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Locked Bag 3, Orbost
Victoria 3888 AUSTRALIA
eeg @ eastgippsland.net.au
ABN: 30 865 568 417

www.eastgippsland.net.au

Kim Carstensen
CEO FSC International,
cc: A Rott

via email:
k.carstensen@fsc.org
a.rott@fsc.org

20" May 2014

Dear Kim,

Re: VicForests’ membership dispute
Thank you for your letter dated 30" January 2014.

We note that you have recognised our concerns about the validity of
VicForests’ membership in accordance with the FSC Statutes, Principles
and Criteria and FSC's mission. Your conclusion has no conflict with
our complaint. In fact we agree that members should be free to set
down their own timing on their application for certification providing
the entity does as you say;

"that members fulfilling the membership criteria in our statutes,
supporting FSC’s mission and/or demonstrating compliance with
FSC'’s Principles and Criteria."

We do not differ in this, but this complaint raised the fact that the
entity does not comply with the requirements you have outlined.

East Gippsland — our breathing space





Background

Members of the FSC Australia environment chamber undertook this
complaint against VicForests first in 2009 due to the fact VicForests’
operations failed compliance with FSC P&C in accordance with an audit by the
Soil Association. In 2009 the Board agreed there were problems and agreed
to follow through with a review of VicForests’ operations and membership
and report back to the complainants after that review took place. However,
the Board did not follow through with their promised review of VicForests’
membership so in 2013 two new members bought a second consideration to
the Board, citing the same issues, that not only was VicForests failing
operational consistency with P&C but that it had not met membership
guidelines for applying for certification.

FSC International (by way of your correspondence) found that the FSC
Australia Guidelines were to fall in line with FSC International guidelines.
These precluded the complaint made about membership requirements to
apply for certification within a period of two years. MyEnvironment Inc. and
Environment East Gippsland Inc. accept that conclusion but the provision
outlined by you relies on members

"fulfilling the membership criteria in our statutes, supporting FSC’s
mission and/or demonstrating compliance with FSC’s Principles and
Criteria"

This cannot be supported by the evidence.

Today

Importantly VicForests has not met the operational requirements of the FSC
P&C in the 7 years of it holding membership. Whilst they continue to
withhold the outcome of their most recent October 2013 pre-assessment (not
assessment as you cite in your letter), we are still to close off this dispute as
the member is still failing to demonstrate their compliance with the FSC's
Principle and Criteria.

In fact, we know that the pre-assessment finds that VicForests has failed
compliance again but the pre-assessment is not being released by VicForests
despite the time frame assured to the complainants and FSC Australia. We
have been informed by an undisclosed informant that VicForests did not like
the pre-assessment report by SCS and asked for another version to be





developed. We believe that this could be the reason for the 7 month wait for
an assessment, that should have taken no more than a month. We believe it
is now being sanitized for public consumption. However the resolution of this
dispute is not closed and may become the subject of public review if the
matter is not dealt with formally and without the interference of conflicts in
Australia.

Conflicts

We do not have faith in Australia dealing with this matter objectively because
the number one funding source of FSC Australia is the government.
VicForests is a government owned logging company. That relationship cannot
be ignored in this complaint.

We do not have faith that this matter has been dealt with judiciously. We are
still awaiting a conclusion on whether the original complaint regarding the
compliance of VicForests with FSC P & C is being reviewed. There is currently
no evidence that VicForests is meeting the membership requirements you
outline in your letter.

In closing we would like to bring your attention to the matter of the FSCs
International’s statutes that you reference and their relationship with FSC
Australia's procedures. The Statutes establish that members of ‘government
owned or controlled entities' must have their own form of (FSC) membership:

"Government owned or controlled entities will only be admitted as
members of the Organisation under specific conditions set forth by the
Board of Directors."

This said, what is the expectation of FSC Australia's Board to comply with this
membership requirement as we understand we are to align with FSC
International’s membership requirements?

Please find attached correspondence and the assurance given by VicForests
to produce the pre-assessment outcome. Seven months after the pre-
assessment was completed, we are all still waiting to see the outcome.

We understand your time is valuable but we feel the International desk needs
to deal with this Australian problem. It is not only being overlooked, it is in





fact becoming worse. This controversial logging entity has now been
nominated for the Board. This nomination of a non-compliant member (which
we believe should not be a member) is not a good look for the FSC brand
name, its diligence with processes or its integrity.

We would appreciate if FSC International recognises the sensitivities
surrounding this complaint and acts accordingly. FSC Australia is holding its
AGM on the 29" of this month and if at all possible we would appreciate your
response before them.

We look forward to hearing from you.

Sincerely

e

Jill Redwood
Coordinator

On behalf of EEG and MyEnvironment
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My Environment/Environment East Gipplsand

Via Email: Sarah Rees mailto:sarah@myenvironment.org.au

31 May 2013

Dear Ms Rees

Complaint re VicForests Membership of FSC Australia
| refer to your letter of 26 April 2013.

Your letter was included on the Agenda of our last Responsible Forest Management Australia
Ltd (RFMA Ltd - FSC Australia) board meeting held on 30 May 2013.

| have been asked by the Board to write to you and inform you of the process that will be
conducted in relation to your complaint.

The RFMA Ltd Constitution

The Constitution provides for a sectoral chamber membership structure that essentially
mirrors the structure of FSC International. It is available on the FSC Australia website at
http:/au.fsc.org/fsc-australia-institutional-documents.225.htm. The requirements for each sectoral
chamber are described in clause 3.4. Relevantly, the Economic chamber is described as
follows:

(a) (Economic Chamber) Membership of the Economic Chamber is open to Persons
who:

(i) principally have a commercial interest in forests, the production of forest products
or the activities of FSC including, without limitation, employees, consultants and
representatives of:

(A) forest management and forest product companies;

(B) certification bodies;

(C) industry associations (whether for profit or not-for-profit);

(D) wholesalers, retailers, traders, end-user and consulting companies; or
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(E) academics and researchers whose primary interest relates to commercial
activities associated with forests, production of forest products or the selling
of forest products; and

(i) have demonstrated active commitment to implementing or promoting the FSC

Principles and Criteria for responsible forest management.

In assessing membership eligibility, the Board of RFMA Ltd has reference to clause 3.4 and to
the membership guidelines contained here http://au.fsc.org/become-a-member.196.htm.

Dispute Resolution Process

In clause 13.12, the Constitution requires the RFMA Ltd Board of Directors to establish a
Disputes Resolution Committee in order to address disputes and grievances from Members
and Stakeholders. It requires a chamber balanced DRC.

A DRC was formed at the Board meeting containing one chamber representative from each
chamber to review the dispute and make a recommendation on the matter. In doing so, it will
follow the principles of natural justice and procedural fairness.

As such:

* Each party will be given an adequate opportunity to place written submissions in
relation to their position;

* Copies of any correspondence received by RFMA Ltd will be provided to the other
party;

» Each party will have an opportunity to respond;

* The DRC will make a recommendation in relation to the dispute and refer such
recommendation to the Board.

It is after that recommendation is received that the provisions of clause 3.13 may or may not
be invoked.

3.13 Misconduct of a Member

(@) The Directors together with the Chief Executive Officer may expel from the Company
any Member:
(i)  who does not comply with the provisions of this constitution;
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(i) who has acted in a manner which is demonstrably inconsistent with their
membership and the objects of the Company as outlined in Rule 2.1; or

(iii)  whose conduct in the opinion of the Directors is prejudicial to the interests of the
Company.

(b) Atleast 21 days before the Directors and Chief Executive Officer hold a meeting to
expel a Member the Directors must send a notice to the Member with the following
information:

(i)  the allegations against the Member;

(i) the proposed resolution for the Member’s expulsion;

(iii)  that the Member has an opportunity at the meeting to address the allegations
either orally or in writing (referred to as a Right of Appeal); and

(iv) that the Member may elect to have the question of expulsion dealt with by the
Company in general meeting, provided that the Member notifies the Secretary in
writing, at least 48 hours before the meeting at which the resolution is to be
considered by the Directors.

(c) A Member who is subject to a proposed expulsion under Rule 3.13(a) may exercise their
Right of Appeal by presenting reasons to the Board of Directors and the Chief Executive
Officer as to why the proposed expulsion under Rule 3.13(a) should be dismissed.

(d) Pursuant to Rule 3.13(c), the Board of Directors together with the Chief Executive
Officer have the discretion to dismiss the proposed expulsion under Rule 3.13(a).

(e) For a decision of the Directors and Chief Executive Officer to expel a Member under
Rule 3.13(a) or to dismiss a proposed expulsion under Rule 3.13(a) to take effect, the
decision must be made by at least the Chief Executive Officer and three Directors
nominated by different Sectoral Chambers.

()  The Company must expel a Member and remove the Member’s name from the Register
where:

(i)  ageneral meeting is held to expel a Member; and
(i) a resolution is passed in accordance with procedures set out in Rule 5.8(h) for a
Special Resolution.

As such, on behalf of the DRC, we request that you provide us with any further submission
addressing the core issue if you wish to do so by no later than 30 June 2013. Once a
submission is received, we will provide VicForests with an opportunity to respond of the same
duration. The earlier that we can receive any further submission, the faster this can progress.
It could be possible to have this matter addressed at the Board meeting scheduled for 30
August 2013. It will not be possible to provide VicForests with 30 days to respond and have
this considered at the 5 July 2013 meeting.

In the meantime it is FSC Australia’s intention to keep this issue confidential between the
complainants and the Chief Executive/Board of FSC Australia.
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If you wish to meet with me to clarify the process to be followed | am happy to make myself
available. Please drop me a line if you wish to do so.

Kind Regards,

APy ISR

Natalie Reynolds
Chief Executive Officer & Company Secretary

cc: VicForests
enc: Letter to VicForests 31 May 2013
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Natalie Reynolds
Chief Executive Officer
Forest Stewardship Council Australia

Dear Natalie,

VicForests are a member of the FSC and have been since 2007. As you are aware, VicForests failed
its FSC audit with major non-conformances:

Overall conclusions

Following Main Evaluation Woodmark concluded that VicForests could not
currently demonstrate adequate compliance with FSC Principles and Criteria to
justify issue of a certificate.

A number of non-compliances were noted that would require attention before a
certificate could be issued. Major non-compliances were noted at Principle level
for four Principles: P3 — Indigenous Peoples Rights; P6 — Environmental
Protection; P8 —Monitoring; P9 — High Conservation Value Forests. Woodmark
understands that VicForests is evaluating what action may be necessary in order
to deal with these noncompliances.

Further Minor non-compliances were noted under all Principles. VicForests would
need to deal with these non-compliances within a year of issue of any certificate.

Woodmark Soil Association. Public Feedback Statement relating to FSC
evaluation of VicForests, Victoria, Australia. August 2009

In the time since the failing of their audit, their principle client [Australian Paper] have also
removed their claims of conformance with the principles and criteria of the FSC in their
woodstream by removing their FSC Mixed Sources certification from their Reflex paper brand. This
occurred after an investigation by Accredited Services International (ASI). The formal outcome of
this investigation has never been made public, an issue we are still also pursuing.

Given that none of VicForests' customers are able to meet the FSC principles and criteria for
VicForests' wood stream and VicForests itself failed their audit, we ask that their membership be
revoked until a formal commitment is made by VicForests and measurable examples of consistency
with the Standard are met.

The expectation of an FSC Australia member is clear. According to FSC Australia membership
requirements for a forest manager the following is said:

PROSPECTIVE MEMBERS MUST EITHER:

. Have obtained FSC certification for a significant part of their operations (relative to the
company's total production forest estate, plantation estate and/or product lines, as relevant),
or
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. Be in the process of obtaining FSC certification. Companies relying on this criterion must
obtain certification within a reasonable timeframe (normally no more than two years from
the date of acceptance as a member). Companies that fail to obtain certification within
what the Board considers to be a reasonable timeframe will have their membership
suspended or cancelled.

AND FURTHERMORE:

The Board must be satisfied that any non-certified part of the company's operations: are of
a standard that would not damage the reputation of FSC by association (in the case of
forest managers, this means that any uncertified portions of the estate must meet
controlled wood standards), and will become certified within a reasonable timeframe.

Given that a 'reasonable time-frame’ of two years to meet certification requirements has not been
met, it has now been nearly five years since VicForests audit, and no subsequent attempt has taken
place, the rules of the membership requirements of FSC Australia have been breached. If
VicForests were to attempt recertification, we would expect that revocation or suspension of its
membership is actioned first, VicForest would need to demonstrate material evidence of the FSC
principles and criteria in its SFM system. No such evidence exists today. Issuing a special
exemption for VicForests would flout the durability of the scheme and, in our opinion, would not be
acceptable.

The absence of adherence to the principles and criteria and therefore the constitution of FSC
Australia is a sound basis for the revocation of VicForests' membership. However, if in doubt, |
refer you to the recent AFS audit of VicForests (provided on request by VicForests), emailed to
Chair Jim Adams in early March 2013. This audit makes it very clear that VicForests are not aligning
operations or systems with the FSC (page 7 of 9 attached audit):

FMS System Elements
Criterion 1 - Forest Management Shall Be Undertaken in a Systematic Manner

A new Sustainable Forest Management Policy was signed by the CEO and released in
August 2012. The main change was the removal of the FSC principles.

We ask that you investigate VicForests' membership and provide demonstrable evidence of
VicForests' application of the FSC principles and criteria to their SFM system. All evidence to date
supports a contrary view, and on this basis we support the revocation of VicForests' membership
from the chamber until such time as VicForests can demonstrate consistency and commitment with
the FSC constitution and principles and criteria of the Standard.
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Kind Regards,

Sarah Rees

On behalf of
MyEnvironment Inc

Environment East Gippsland





