MINUTES OF THE FIRST MEETING OF CREDITORS OF FOREST ENTERPRISES AUSTRALIA LIMITED
(ADMINISTRATORS APPOINTED) (RECEIVERS AND MANAGERS APPOINTED), ACN 009 553 548
HELD PURSUANT TO SECTION 436E OF THE CORPORATIONS ACT

HELD IN THE ALBERT HALL CONVENTION CENTRE, 45 TAMAR STREET, LAUNCESTON, TAS, 7250 ON
TUESDAY 27 APRIL 2010 AT 12.15 PM.

PRESENT Mr Brian Silvia Chairman and Administrator
Mr Peter Krejci Administrator
Mr Mathew Muldoon Administrator
Mr Simon Raftery Administrators’ Assistant
Mr Peter Sheppard Administrators’ Assistant
Mr Stephen Sawer Adrministrators’ Solicitor ~ DLA
Phillips Fox
ATTENDANCE Refer to the attached Attendance Register for creditor and proxy-hold er
attendance.

Mr Tony Cannon and Mr Will Edwards, company directors,
Mr Fergus Leicester, former Chief Financial Officer.

Mr Mark Korda
Other observers as noted in the attached Observer Attendance Register.
Webcast viewers by Boardroom Radio.
CHAIRMAN Mr Silvia introduced himself to the meeting as the Administrator, and noted that in
accordance with Corporations Regulations 5.6.17 he would Chair the meeting of

Forest Enterprises Australia Limited (the “Company” or “FEA”),

He noted that there was a slight delay in the signing-in, and accordingly forma lly
opened the meeting before adjourning it for ten minutes to permit the completion

of sign-in,
CONVENING The Chairman noted the meeting had been convened pursuant to a Notice of
OF MEETING Meeting dated 16 April 2010, which he tabled. Attached to the notice was a

Report to Creditors dated 16 April 2010.

The Chairman advised that when convening the meeting, the Administrators had
taken into account the mainland public holidays and that the meeting had been
convened assuming Tasmania would, like the rest of Australia, observe a public
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holiday on Monday 26 April 2010.

Accordingly, an application had been made to the Federal Court in Victoria to
extend the meeting requirements and the convening period for the meeting was
extended by one day.

The Chairman noted that the conduct of the meeting would be assisted by a
projected slideshow (attached to these minutes) and noted that it set out the
agenda for the meeting and noted that the meeting had been convened by notice
sent to creditors on 19 April 2010 and by advertisements placed in the Launceston
Examiner, Hobart Mercury, Melbourne Age, Sydney Morning Herald, the West
Australian, Adelaide Advertiser, and Northern Territory News newspapers.

Mr Silvia noted that Mr Andrew White, the former Chief Executive Officer of the
company and a director of FEA Group of companies was unable to attend due to
commitments overseas,

The Chairman asked whether any creditor objected to the notice, time or place of
convening the meeting. No objection was raised on this issue, and the Chairman
proceeded to declare:

“This Meeting of Creditors of Forest Enterprises Australia Ltd is being he Id at o date,
time and place convenient to creditors”.

The Chairman declared
“That a quorum was present”,

Mr Silvia outiined the procedure for voting on a resolution set out in regs 5.6.19 to
5.6.21 of the Corporations Regulations. The result would initially be determined on
the voices. If requested, a poll would be undertaken, in which to pass a resolution
would require the support of both majorities of value and number. If there was a
tie or no outcome on the proposal, the Chairman would exercise a casting vote. He
indicated that the outcome of any poll would be recorded in the minutes, and
therefore requested that creditors carefully complete their voting cards, and
sought assurance that all creditors had signed in and obtained voting papers.

Mr Silvia advised that he would be adjudicating on creditors’ entitlements to
participate in the meeting for voting purposes at the meeting only, and that there
would be a fresh adjudication at the next meeting and if any dividend were paid.

He observed that there were some claims that were contentious, as to which he
said:

Grower/Investors

The Administrators had received advice from their solicitors regarding the



entitlement of Grower-investors to participate at the meeting. The advice referred
to the custody arrangements between FEA Plantations (a subsidiary) and FEA
under which FEA held custody of assets of FEAP administered on the terms of
certain Managed Investment Schemes. The effect of this advice was that the
Administrators could admit grower-investors in the managed investment schemes
to participate as creditors in FEA,

FEA had itself had a series of relationships with FEAP and the investors, It had
acted as Manager, under a now-terminated Management Agreement with FEAP;
had been sponsor and controller of FEAP when it established the Managed
Investment Schemes and had been involved in the affairs of FEAP throughout its
existence. Significantly, FEA, in August 2009, had provided a letter of undertaking
to FEAP that it would fund its operations on request; it appeared that this could
now not be honoured by reason of the appointment of Receivers and Managers to
the assets of FEA.

FEA had in turn participated in FEAP’s establishment of the schemes which
required funding after establishment, as grower-contributions were not sufficient
to fund the schemes across their expected life.

Mr Sitvia noted that he understood two creditors were concerned about the
question of permitting grower-investors to participate. In his view, he had
obtained legal advice on the subject and intended to permit the grower-investors
to participate, atbeit on the basis that they are contingent creditors and should
therefore be permitted to vote for a nominal amount, in this case $1 each. He
indicated that he would provide the advice to interested parties on request.

fn the most recent tally of creditors and proxies prepared before the meeting had
begun, the Administrators had received:

2,443 proxy appointments in favour of Mr White and/or Mr Cannon, of which
2,400 were from growers and 43 from others,

48 proxy appointments in favour of the Administrators or the chairman pro tem, of
which 47 were investor-growers and 1 was another unsecured claim

103 proxies by grower-investors in favour of David Gibson
27 proxies by grower-investors in favour of Eric Walter

5 proxies by grower-investors in favour of D Murphy

2 proxies by grower-investors to Alastair McKendrick

FEA Plantations was represented by the Chairman, on account of its intercompany
loan account, measured to 28 February 2010, the most recent balance available to
the Administrators, for $1.82 million.

Banks
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The Banks would be admitted to vote for the full value of t heir claims.

In their First Report to the Creditors, the Administrators stated their intention to
seek Directions from the Court as to whether grower-investors were crediters. The
Administrators had since received advice that it was preferable not to seek
Directions as:

(a) it appeared clear that the investors were creditors;

(b) the question was properly one for determination, in the first instance, by
the Chairman of the meeting;

(c) without bringing before the Court all parties who might be affected by the
decision, Directions could not be determinative of the question.

Having regard to the different interests of different investors and contingency of
the claims, it was appropriate to allow investor-creditors to participate fora
nominal amount of $1 each, regardless of the number of investments held. This
would allow investors to participate in the conduct of the meeting.

The Chairman drew the Creditors’ attention to the Administrators’ Declaration of
Independence, Relevant Relationships and indemnities, which he tabled. He noted
that neither he, nor the other appointed Administrators had any previous
involvement in respect of the company’s affairs.

The Chairman advised that he and his colleagues had been approached by the
directors of the Company late in the evening on 13 April 2010 and was appointed
as Administrators on 14 April 2010. The Chairman noted that he had been
recommended to the directors of the Company by a barrister in Sydney, Mr
Andrew Davis. The Administrators had not been asked to, and had not, advised on
the company’s circumstances.

The Chairman advised that appointment of the Administrators had been
immediately followed by appointment of Receivers and Managers to FEA and FEA
Carbon Pty Limited. There were also agents appointed for the mortgagee in
possession of Tasmanian Plantations Pty Ltd.

The Chairman advised that the primary purpose of the meeting was to
determine:

« whether to appoint a Committee of Creditors and, if so, who would be the
Committee Members;

« consider, if deemed appropriate by creditors, the appointment of an
alternative Administrator; and
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any other business properly brought before the meeting.

The Chairman referred to and addressed the Administrators’ Report to Creditors
16 April 2010 and the slideshow and noted the following issues:

He outlined the general processes of voluntary administration, and in
particular the purpose of the first and Second Meetings of Creditors, and
the principle report that wouid be provided before the second meeting of
creditors.

FEA is the holding Company of the FEA Group and directly or indirectly
controlled the land where the investments have beern made.

In August 2009, FEA gave an undertaking to fund the activities of FEAP to
the extent of $5.5 million per month,

The Receivers and Managers have advised that it is their intention that the
forestry operations be offered for sale. The Chairma n noted that there are
900 properties of which 600 are owned by FEA and 300 are leased from
third parties. The Chairman advised that the Receivers and Managers do
not have control of the properties owned by third parties.

He noted that it might be possible to reduce the extent of stamp duty
payable on any realisation of land held by the group by avoiding a transfer
of property under an appropriately structured Deed of Company
Arrangement. The extent of co-operation between the Receivers and
Managers and the Administrators would assist in the minimisation of
transaction expenses.

The Second Meeting of Creditors would normally occur in about four - five
weeks after the appeointment of Administrators. In the administration of
this company, an application would be made to extend the convening
period to provide maximum opportunity to realise the assets of the
Company.

The Chairman noted that FEA is a publicly listed Company and that trading
in the Company’s shares had been suspended.

in respect of the company’s business and assets he noted that FEA held a
Growers loan book that could be as high as $50 million.

It owns a saw-mill in Bell Bay that has a carrying value of approximately
$70 million. The Chairman noted that there had been teething problems
relating to the establishment of the saw-mill, where its operational cash-



flow was not good having regard to the outlay.

FEA has its own interests in the Managed Investment Schemes, where it
was entitled to a percentage of the output of the later schemes promoted
by FEA and FEAP.

At the time of the Administrators’ appointment, the Company employed
185 employees nationwide,

The company’s subsidiary FEAP was the respo nsible entity of 17 Managed
Investment Schemes{“MISs”) and the trustee of the FEA Timberiands Fund.
FEA and FEAP were parties to a Head Management Agreement under
which FEA managed the forestry operations of the MISs for FEAP. That
agreement had been terminated.

The circumstances of FEAP were further comiplicated because, in effect,
the banks sought to claim all of its assets, including what appeared to be
trust assets, which had been purportedly encumbered. The situation had
not been fully rectified.

From July 2009 FEA became the custodian of the properties for FEAP and in
August 2009, FEA offered $5.5 million in funding for FEAP to continue the
operation of the plantations, especially in the case of the newer schemes
where the growers had a “free carry”.

The Receivers and Managers had taken control of the day-to-day trading of
the business. The Administrators had received a number of enquiries from
interested parties about the purchase of the assets.

The Chairman advised that the Administrators had met with senior
management and with the Australian Investments and Securities
Commission {(“ASIC") who had been particularly interested in the security
documentation of the Company; the issue remained to be resolved.

One of the principal issues considered in the past week was the position as
regard leases by FEA to FEAP. FEAP had been paying FEA $1.3 million per
month in rent, Because the Banks have claimed receipts, FEAP does not
have cash with which to pay this rent. However, the lease provides that in
the event of default, the lease provided 6 months to recover the
possession,

The Administrators had already applied to Court and been granted an
extension to 30 April 2010 within which to elect to become liable on the
leases., The Administrators were to return to Court this week to seek a
further extension.



The chairman referred to the possibility that the Agricultural Tenancies Act
in New South Wales and various provisions relating to farm debt mediation
may operate to extend the time within which a decision could be taken,
and allow further time for negotiation.

In reality, the interests of the growers are congruent with the interests of
FEA: there needs to be an equitable apportionment of value.

The Administrators had undertaken a considerabhle amount of work to
consider the MIiSs, and in particular the possibility of a restructure of the
group’s operations. Any restructuring proposal would attract rigorous
scrutiny.

The employees were priority creditors and entitled to payment out of
floating charge asset realisations. While some correspondence from the
banks and their solicitors suggested that ail assets had become subject to
fixed charges, the Administrators were obtaining further advice on the
subject, but that in his view it was likely that employees’ entitlements
would be paid.

In terms of the bank’s security, there was a question about its adoption,
where the banks had previously relied on support of a “negative pledge”,
rather than on security.

He noted that Pitcher Partners, the Company’s external auditors had said
in their statutory audit opinion, that as at 30 June 2009 the valuation of the
company’s assets on a going concern basis was subject to the restructuring
of the company’s financial commitments.

fn 2009, the company had successfully raised $37.5 million. Management
indicated that it had intended with the banks’ agreement that this would
be used to fund working capital, but in the end only $12 million had been
used this way, the balance being used to reduce bank borrowings.

Overall, while the banks’ securities would probably not have great effect
on the employees, they would significantly affect whether there was a
return to ordinary unsecured creditors and growers.

The fifth company in the Group, Smart Fibre, was not externally
administered. [t was a joint venture operation with Elders, where Elders
had issued notices of default under the joint venture agreements.

The company’s main assets were:

o The Grower Loans
¢ The Saw-mill



¢ Some land
o Areceivable due from Tasmanian Plantations

« In summarising the Company’s financial statements for the meeting, the
Chairman noted that the cash loss of the group for the ten months to
February 2010 was estimated to be between $5 - $10 million; added to this
amount was a substantial asset impairment provision. In the case of FEA,
the accounting loss was around $22 miflion, of which asset impairment was
around $11 mitlion,

« In reference to the plantation schemes, around $417 million had been
raised, and plantations now exte nded over 72,000 hectares. These figures
did not include some native forests and other areas that cannot be used
for forest plantations. All of the land leased from third party landlords was
used for commercial forestry,

« The Chairman referred to a schedule setting out the proportion of
company-owned and externally-leased land; in 2008 external leases
accounted for 70% of the land used in the Managed Investment Schemes,

« The Chairman noted that the assets and cash flow necessary to meet
management obligations, as it stands now, is under the control of the
Banks and their appointees, the Receivers and Managers.

« From the growers’ perspective, the ability to restructure the land would be
significantly influenced by the Court’s willingness to extend the time for
determination of whether the Administrators would assume liability under
the leases.

« The Receivers had suggested that in connection with a sale of the fand,
there should be an assessment of the Net Present Value of the growers’
interests, The Administrators had seen calculations of such assessments,
which might be as little as $100 million, based on low pulp prices. In some
of the more recent Managed Investment Scheme administrations, the
growers may not have any financial interest in the proceeds of sale.

<« The Chairman noted that, as Administrator, he would explore creative,
achievable outcomes for growers. However, as the Receivers were in
control of assets, they were in a position to determine the run of play. In
those circumstances the Administrators were still obliged to consider
whether there were any issues concerning past transactions, such as those
relating to the bank’s security.

s+ One of the Administrators’ recommendations was that there should be a
Creditors’ Committee to seek to maximise grower input to obtain an
overall maximisation of ocutcome.

The Chairman invited questions in connection with his report. None were
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forthcoming.

The Chairman advised that pursuant to Section 436E (4), creditors may, by
resolution, replace the Administrators.

The day before, the Administrators had been advised that Mr Mark Korda and Mr
Mark Mentha of Korda Mentha had been asked to consent to act by the Australia
and New Zealand Bank Limited (“ANZ”) and the Commonwealth Bank of Australia
Limited (“CBA") as replacement Administrators.

The Chairman advised that he had received Consents to Act and Declarations of
Independence from Messrs Korda and Mentha (attached).

The Chairman noted that the creditors of FEAP had, on the chairman’s casting vote,
voted against replacement of the Administrator of that company.

The Chairman observed that the outcome of any poll would be set out in the
minutes, and that proxy documents would be available for inspection at the
conclusion of the meeting. He set out in full the position as regards the proxies.

The Chairman invited the Representative of the Banks, Mr Michael Johns, to speak
to the meeting regarding the position of the Banks. He moved:

“That Messrs Brian Silvia, Peter Krejci and Mathew Muldoon of BFI Ferrier be
replaced as Voluntary Administrators of the company by Messrs Mark Korda and
Mark Mentha of Korda Mentha.”

Mr johns proposed the motion that Korda Mentha replace BRI Ferrier as Voluntary
Administrators of the Company for the following reasons:

« Korda Mentha had great experience and expertise in conducting large
Administrations,

+ Korda Mentha has conducted the voluntary administration of similar
matters such as Timbercorp, a similar operation to that of FEA, and have
gained 18 months of knowledge and experience in this regard.

« KordaMentha are best placed to ook after the interest of all stakeholders
and their appointment would avoid re-inventing of the wheel. This was
notwithstanding the work undertaken by BRI Ferrier in the previous 7 days.

The Chairman then invited Mr Korda to address the meeting. Mr Korda advised
that if any creditors would like him to address the meeting he would.

The Chairman asked creditors if they would like Mr Korda to address the meeting,
No request was made.
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The Chairman invited creditors to speak on the motion.

Mr Steven Bishop introduced himself to the meeting and advised that he had been
the general counsel for the Company in 2000-2001 and was a director of FEAP from
2000-2003. Mr Bishop said that he was going to vote against the motion for the
following reasons:

« The motion has been moved by the ‘banks’, so it was clearly in their
interests.

« The current Administrators have spent considerable time and money
conducting the Administrations to date and any change would cost further
time and money.

« The expertise of Korda Mentha was not unique and BRI Ferrier could
handle the Administration.

+ Korda Mentha had carried out the voluntary administration of Timbercorp
and Enviroinvest. Creditors should reflect on whether the results in those
matters was what creditors wanted in FEA.

« In arriving at a consensual arrangement with the banks, the creditors
needed to consider whether they wanted robust representation or a
possible sublimation of their interests,

The Chairman invited other creditors to speak on the moticn, No other creditor
wished to speak against the motion.

The Chairman called for a vote on the voices.

NOT CARRIED ON THE VOICES.
Mr Johns requested a poll.

The Chairman invited creditors to complete the voting slips provided to vote on the
motion. The Chairman then adjourned the meeting for a short time to allow the
poll to be completed and tallied.

The meeting resumed at 2.10pm.

The Chairman announced the results of the poll:

Those present, in person or by proxy, voting for the Resodution

Number Creditor/Proxy Amount

(s)
1 Commonwealth Bank/Michael John 115,593,756
2 ANZ Bank/Michal john 107,966,653

i0
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3 T&H Investments 1,795
3 £223,962,204
Those present, in person or by proxy, voting ageainst the
Resolution
Number Creditor/Proxy Amount
(5)

1-2445 2445 Creditors/Tony Cannon 676,395
2446 - 2496 51 Creditors/Chairman 1,825,910
2487 - 2529 33 Creditors/Eric Walters 33
2530 - 2631 102 Creditors/Gibson 102
2632 - 2636 5 Creditors/D Murphy 8,296
2637 - 2639 3 Creditors/A McKendrick 38,131
2640 Kelly Gang Forestry Services 130,505
2641 Sweetwater Logging Trust 73,176
26_42 Sweetwater Pty Ltd 9,388
2643 Gerwood Pty Ltd 118,000
2644 Calder, Adrian 28,800
2645 Presnell, Sarah Terese 5,664
2646 Tas Land & Forest {Chester Miller &

Associates Pty Ltd) 30,973
2647 North West Forest Development 5,280
2648 Bartels, Janette 9,154
2649 Broad, Christine Marie 3,630
2650 Tubb, Joanne Elizabeth 1,412
2651 Burk, Travis Raymond 3,300
2652 Lloyds North Pty Ltd 148,241
2653 Dale P Luck & Associates 24,583
2654 William and Penelope Cromarty 1

11
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2661

2662

2663

2664
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2666
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2673

2674

2675

2676

2677

2678

2679

2680

2681

2682
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KJ & B Mahnken Pty Ltd

G & W Harvesting Pty Ltd
CPT Engineering Pty Ltd
Kasun Logging Pty Ltd
Mechanised Logging Pty Ltd
Whykala Pty Ltd

Ben Lomond Water

TKS Water Cooler Rental
Hemsworth, Caine Michael
Parkinson, Steven John
Linsfey-Noakes, Janet

Tuit Pty Ltd

Oliver, Mark

Jesse Hailey Contracting
Kenlift Mobile Crane Hire
Watertite Security
Madden, Anthony Benedict
Dean, Lyell Carr

Anne and Anthony Cannon
Blair, Heath Robert
McDougall, Russell James
Pamela Stancombe

Paul Stancombe

TH Contracting

David John Downie
Woodlea Nursery

De Bruyn's Transport

O’'Shea, Michael James

380,418
314,694
44,470
137,509
73,198
147,613
3,062
1,212
5,437
4,073
4,085

1
26,669
10,505
4,422
14,706
3,150

6,263

9,404

5,657

1
200,731
10,000
348,919
28,668

15,652

12
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2683 Roles, Kasondi Marlena 1,578
2684 Michael Lorenz 1
2685 Saunders Logging Pty Ltd 11,801
2686 Robin Bycroft 1
2687 Stronach Labour Force 9,523
2688 Harvey World Travel 2,585
2689 Stronach Timber Industries 56,572
2689 55,023,555
SUMMARY OF OUTCOME

Value in favour 223,962,204

Number in favour 3

Value against $5,023,555

Number against 2,889

NO RESULT Absent Views il

The Chairman advised that because there was neither a double-majo rity of value or
number in favour or against the motion, the voting had not vyielded a result. The
Chairman noted that in this circumstance, Corporations Regulation %.6.21 required
him to consider exercising a casting vote, and to give reasons for doing so.

The Chairman advised that he had previously determined that he should exercise
the casting vote if the circumstances required as doing so was an integral aspect of
chairing the meeting and of assisting in the voluntary administration process. The
Chairman noted that by exercising his casting vote he would be advancing the
interests of creditors by ensuring certainty of outcome and the benefit of his
considered opinion on the question.

The Chairman proceeded to exercise the casting vote and voted against the
resolution, determining that it was not carried.

NOT CARRIED ON THE POLL

The Chairman advised that in making his decision he had given regard to the
following:

13




COMMITTEE
OF CREDITORS

14

4 The interest of creditors in maintaining continuity of appointment, where
the Chairman had begun investigations into the Company’s affairs.

4 The absence of persuasive reasons being provided for the proposed
alternative appointment,

+ That a substantial majority of the creditors by number have expressed
support for the incumbent Administrators’ continuation in office.

<« The majority in value reflected, in great measure, the vote of creditors
claiming security, who, provided their securities were valid, may have
direct recourse to those securities, and are thus not impeded refatively
speaking by the Administrators’ continuation of appointment.

« That without reflecting on Korda Mentha’s independence, an impartial
observer was likely to regard someone who was not nominated by the
Banks as more likely to act independently and to apply an appropriate
degree of scrutiny to the Company’s dealings with the banks.

« The banks hold security over FEAP and have exercised the rights to
appoint receivers in respect of FEA. They can do so at any time.

4 The schedule of hourly rates used by KordaMentha was more expensive
than BRI Ferrier.

The Chairman advised that pursuant to section 436F of the Corporations Act 2001
the functions of a Committee of Creditors are to:

« Consult with the Administrators about matters relating to the
Administration; and

+ Receive and consider reports by the Administrators.

The Chairman asked creditors to indicate whether from their viewpoint it was
desirable to appoint a committee. He recornmended to creditors that a committee
be formed and noted that the mood of the meeting was that a committee should
be appointed.

It was resolved that:

“A Committee of Creditors be appointed comprising representatives of the
following creditors:

Creditor Name Creditor Representative
ANZ and CBA Mr Michael Johns
Employees Ms dannette Bartels
Woodlea Nursery Mr Tony Waites

14
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Mr Brendan Minkhan

G & W Harvesting Mr Nigel Gibson
BCP Mr Rod Burns
Mr Howard Calvert
Director Mr Anthony Cannon
Kelly Gang Forestry Services Mr Michael Kelly
Aust Timber Industry Mr Michael Grifl”
CARRIED

SECOND MEETING  The Chairman explained that the Second Meeting of Creditors would determine
OF CREDITORS the future of the Company and in the process will determine whether to:

4 Accept a Deed of Cormpany Arrangement {(DOCA) between the creditors
and the Company; or

« The Administration should end; or
4« The Company should be wound up.

CLOSURE OF The Chairman invited any further questions; none were forthcoming,

MEETING
There being no further business, the Chairman thanked those present for
attending,

The Chairman declared the meeting closed at 2.20pm.
Signed as a correct record.

1t

DATED this  day of May 2010

7

BRIAN SILVIA
CHAIRMAN
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