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“It must have sounded a long way off then (in 1964t it is necessary for foresters, and
it should be necessary for governments to think(such) long-term perspectives. Most
importantly, ministers in charge of forestry mattemust accept this obligation instead of

just looking as far as the next electior(Moulds 1991).

This summary report outlines progress againstitteen actions set out in tldantations
for Australia: The 2020 Visiostrategy document. The last progress report wapgedin
April 2005.

The full report is also available through the 202€§ion National Coordinator.
Information has been collected from members of PREE PFDCs, state and federal
government agencies, industry representativestenddtworking undertaken by the
program coordinator over the period May 2007-Septm2008.

Significant progress against the Vision actionstieen achieved in several areas including:
The Australian plantation estate has expandedtonillion hectares.

The plantation estate has increased by 163,50mt@ 8005, representing
around $443 million of new investment. $400 mitlioas been invested in
new timber processing developments with a furtder $illion planned
from 2008 onwards.

Legislation supporting plantation development cwntis to be developed.
Most jurisdictions now have a Code of Practiceflantation management.

The continuation of a pre-payment taxation arrareggrfor investors in
retail forestry schemes maintains investor configen

The introduction of new taxation rules for secordaarket trading in
plantations should stimulate longer rotation pléotes, and assist market
liguidity and price discovery.

Opportunities for carbon credit trading via forgstarbon sinks have
increased with the recently announced treatmeplamitation forests in the
Federal Governments’ Carbon Pollution Reductiore8wh Green Paper.

Plantation expansion targets are being met alnmisely through Managed
Investment Schemes (MIS) — this is injecting ‘urtsanirced’ capital into
capital starved rural communities, and generatinghmeeded
environmental benefits, economic diversification alew employment
opportunities.

! Moulds, F.R. (1991), The Dynamic Forest — A Histofyorestry and Forest Industries in Victoria,
Lynedoch Publications, Richmond.



Key challenges and impediments include:

Some state government partners are questioningdbimitment to the
Vision. This comes at a time when climate chamgggr use, future wood
supply and NRM issues have assumed their highest ¢é importance
since Vision inception in 1997.

New plantation development is still dominated bgrsiotation hardwood
pulpwood crops. This may lead to a shortage ofaadvweneer logs for
domestic building purposes, and a continuing rekaon imports,
particularly for softwoods.

Water use policy has placed plantations under asing and often
inequitable scrutiny relative to other land usAdundamental point of fact
Is that plantations represent 1.9 million hectafesustralian land use, and
agriculture 469 million hectares.

Funding uncertainty for PFDCs is a major concé?iRDCs are listed as key
implementing agencies for ten of the sixteen Visigotions. They represent
primary custodians of networks into rural commuastiand a vital link
between industry, government and rural stakehalders

Planning inconsistencies and uncertainties petargely at the local
government level.

Recent policy changes at Federal and State govetrieme=| have led to
significant reductions in forestry research aneesgion staff.

Plantation based farm forestry is still a negligibbntributor to industry
wood supply.

Plantation expansion targets are being met alnmisely through MIS —
this concerns some rural communities who have ansan to ‘industrial
scale’ forestry investment mechanisms.
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Plantations for Australia: The 2020 Vision is adgderm and living strategic partnership between
the Australian Government, the State and Terrigmyernments and the plantation timber
growing and processing industries.

The overarching principle of the Plantations fors&alia: The 2020 Vision strategy is to
enhance regional wealth creation and internaticoaipetitiveness through a sustainable
increase in Australia’s plantation resources, based notional target of trebling the area of
commercial tree crops by 2020.

(3
The strategy was developed in the policy envirortrestablished by the Australian and State
governments in the National Forest Policy Stateni®®®2). In July 1996, the Ministerial

Council on Forestry, Fisheries and Aquaculture eselbthe plantation industry’s target of
trebling the plantation estate from 1.1 million teges to 3 million hectares by the year 2020.

The Ministerial Council agreed to develop a re@liahd achievable national strategy to achieve
this target, in consultation with relevant stakeleos.

A framework of action was developed by the Visi@mtpers and launched by the then Minister
for Primary Industries and Energy, the Hon Johne&xadn MP, in October 1997.

This report outlines the activities undertaken ligidh partners during the period May 2005 —
September 2008.

The outcomes of Plantations for Australia: 2020idrisare to ensure that plantation
forestry in Australia:

responds to diverse market needs and niches vgthduality products;

exports more wood and wood products than are iradply being active in the
international wood and wood products markets;

promotes diversity in operations by encouragingdascale industrial plantations as
well as smaller scale on farm plantations with aetg of management, ownership
and investment options and opportunities;

supports a mix of new and existing players, langg small, who invest in the
growth and development of their plantation busiessm an ongoing basis;

attracts investment by large institutional invest@omestic and multinational) and
superannuation funds, as well as individual invessamd growers;

offers enough opportunities and certainty for ralsesondary and tertiary markets
for plantation-sourced materials to develop;

leads the way in providing sustainable employmemigricultural regions and
regenerating their economies;



revitalises rural communities;

earns community respect as a significant primaaystry that is viable,
sustainable, credible, desirable and reliable;

adapts to changing needs and circumstances by fiexilgje and innovative;

employs a highly skilled, professional workforcpeople recognised as world
leaders in plantation management, processing ankietitag, who are supported by
education and training;

encourages and is underpinned by leading edgeroisaad development that
targets market research, product development atliptivity enhancement in
different growing environments;

presents internationally as a model of environmesteial and economic
sustainability due to the adoption of best practiogironmental standards;

helps the nation reduce net greenhouse gas ensssnohprovides other
environmental benefits without compromising comnarattractiveness; and

provides a wide range of environmental serviceslikaefit plantation owners and
communities.

The 2020 Vision partners are:
Australian Plantation Products and Paper IndusayrCil (A3P).
Australian Forest Growers (AFG).
Australian Government.

Governments of Victoria, New South Wales, Tasma®iuth Australia, Western
Australia, Queensland, Northern Territory, and Aaigin Capital Territory.

The national industry representative organisatwoik closely with the Australian, State and
Territory governments to implement the 2020 Visidrhroughout the report ‘industry’ can be
interpreted as industry representative organisstimalividual plantation growing companies or
individuals; or plantation product processors.

Effective implementation of the 2020 Vision rel@s activity and partnership conducted in
industry, government and community sectors at natjctate, regional and local scales. Itis a
challenge for all partners to maintain effectivetparships and working relationships across the
various sectors involved in delivery of the strgteg

The complexity and diversity of some of the orgatiens actively involved in or linked to
successful delivery of the strategy is illustraite&igure 1 (this is not a complete view of all
potential relationships.)
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Plantations for Australia: The 2020 Vision is ori@or most important nation-building
projects with significant implications for the ratal economy, for the environment and
for sustainable regional development.

Launched in 1997, it is now almost half-way alotsgmtended path and, as this report
demonstrates, is largely on target to meet itsabves. However, there are still many
challenges to the program's successful complenadrtlaese are documented in this
report.

The Vision has a notional target of trebling Aukt‘a forest plantation estate to about
three million hectares by 2020. In 2007 the estiehed 1,902,903 hectares (see Figure
2). There was an accelerated rate of growth irptéietation estate in 2006, with a net
increase of 85,000 ha, up from 23,300 ha in 20®addition, some 40,000 hectares of
plantations are re-established each year, anailhiscrease as hardwood pulpwood
plantation harvesting increases significantly awernext five years.

The majority of the investment in new plantatiotabshment in 2007 was from private
sources, which accounted for 92% of new investment.

1 : %

Continuing investment in new plantation establishtr{around $443
million in 2007) with the plantation estate incriegsy 163,500 ha since
2005;

Over $400 million of investment in new timber presieg infrastructure in
2005-2007 and $1.7 billion planned from 2008 onwgdidcludes the
Gunns pulp mill in Tasmania and the Penola Pulp iMiSouth Australia).

Changes to the taxation treatment of trading imgakion managed
investment schemes (MIS) was announced in the BO8get and will
provide incentives for investment in much-neededylmtation plantations
and improve market price signals and liquidity.

The completion of research by the BRS into theasecionomic impacts
of plantation forestry in several regions, quamiifythe socio-economic
benefits flowing from the sector.

The completion of the 2008 Australia’s State of Hoeests Report by BRS
on behalf of the Montreal Process Implementatioou@rfor Australia
(MIG), which uses internationally recognised MoatrBrocess criteria
and indicators to report on all areas of sustagédrest management in
Australia.

Continuation of the pre-payment rule for MIS invaent, which allows
plantations to be established with greater confidan appropriate
seasonal conditions.



The formation of a National Timber Councils Taskf®yrproviding a
cohesive voice for local government to addresssitfucture and other
issues at a national level, and to assist regioegpturing the socio-
economic benefits from the forestry sector.

Improved distribution of scientific information pfantations and water
use (e.g. the BRS Science for Decision Makers patiin).

The emergence of real markets for environmenta&ices for land owners
and investors with the development of carbon citealiting schemes (e.g.
Greenhouse Gas Abatement Scheme in NSW) and chentiesstaxation
system announced in the 2007 budget which encoyragéation
establishment for carbon sequestration.

Codes of practice (CoP) for plantation managemewtin operation in
NSW, Vic, Tas, WA, NT and the ACT. SA has a segoiilelines for
plantation management. Qld is the only state witlzoplantation CoP.

Some progress on the separation of ownership df a@es and carbon
rights (eg. SA Forest Property (Carbon Rights) Adment Act 2006
came into effect on 1 July 2007).

Progress on certification - approximately 1.2 roillhectares of the 1.9
million ha Australian plantation estate is certifi® either or both the
Australian Forestry Standard (AFS) and Forest Steéstap Council (FSC)
standards.

Victorian and South Australian PFDCs have beemunsntal in
assessing road infrastructure needs for the timioeistry and the
provision of this information has attracted additibroad funding.

The formation of the Forest and Wood Products Alist{formerly Forest
and Wood Products R&D Corporation), a public conypaioviding a
national integrated research and development flacube Australian
Forestry Sector. This industry funded entity aimpftovide a greater
commercial orientation to industry research anceigpment and
undertake marketing and promotion to address skoktiae problems
outlined below.

Launch of the ‘Australian Forests’ website as aomatl portal for forest
education in Australia, bringing together resouraes information from
all States and Territories.

The Australian Government declared ForestWorksiasiew Forest and
Forest Products Industry Skills Council.

Australia maintains a $2 billion trade deficit imad and paper products,
dominated by the high value of paper and paperymstachports. This is
perpetuated by a lack of domestic processing ip aot paper products.



Some state and regional forestry strategies dtaaticonsistent with the
national vision. Moreover, some states are yebtdirm their on-going
support for the 2020 Vision.

Planning across various levels of government isnsestent in some
states, with particular concerns over the rolellgogernment plays in the
plantation planning process. Inconsistent anduitagle treatment of
plantation development applications by local gowegnt was one of the
most consistently raised problems in discussiotis iwdustry
stakeholders (QId, Vic, SA, WA and Tas in particlula

The rate of establishment/re-establishment of smdthplantations is
insufficient to meet the future needs of induspasticularly with the
building sector substituting softwoods for hardw@sdhative forest
harvesting declines.

Lack of funding certainty for PFDCs, who act as ohéhe main regional
facilitators of private plantation development drave a high level of
involvement in community engagement on plantatssaés. PFDCs are
listed in the 2020 Vision statement as being imagntal for the
implementation of ten of the sixteen Vision actiofi$is raises the
question of other agencies capacity to fill anygefft by the loss of
PFDCs.

Competition from alternative building materials (stgel house frames)
remain a challenge, and highlighting the positiveeghouse gas and other
life-cycle and environmental credentials of plaiotatimbers relative to
alternative building materials will be an importauativity to help maintain
their competitive position.

The potential for negative implications for the egyeintensive and trade-
exposed pulp and paper manufacturing sector arfisimgthe national
Carbon Pollution Reduction Scheme (CPRS), set ¢gabie 2010.

Smaller scale planted farm forestry remains argimgcant contributor to
industry wood supply, despite the multiple benefitst trees on farms can
deliver.

Concern from some segments of the timber proces&oigr that there is
too much focus on short-rotation hardwoods for patpl a continuing
need to address the shortage of saw and veneer logs

Negative community perceptions of plantations [gtieisome regions,
particularly with regard to plantation expansionahigher quality
agricultural land, concerns about competition fofface and groundwater,
funding of road infrastructure when harvesting canoes and the
taxation treatment of MIS forestry.

Skill shortages in rural areas in general, anthénforestry sector in
particular are still a problem.

The unsatisfactory situation with respect to transmfrastructure funding
arrangements.



Payments for environmental services will be requieencourage
planting in some low-medium rainfall zones (egWii wheatbelt,
Murray-Darling Basin).

Competition from government forestry agencies imsstates is viewed
as an impediment to market access by smaller prigiawers (eg. SA,
WA, NSW).

Market signals, lack of scale and supply contintatysmaller scale
growers are more of a limitation than technicaléssin some areas.

Lack of markets for lower quality wood and thinngnig a major
impediment impacting negatively on the economicefer-rotation
plantation investments and hampering waste woqebda opportunities.

Lack of engagement by NRM agencies (eg. CMASs) ingugsommercial
forestry to address environmental issues.

The need for more socio-economic impact researclewly developed
plantation areas, and in areas where plantatiansepiacing intensive (as
opposed to extensive) agriculture (eg. dairy).date, all studies have
focussed on impacts in regions with long estabtighantation industries,
or in extensive agricultural areas.
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The Great Southern Region of WA (Figure
1) illustrates the positive regional economic

Woodchip exports out of the Port of Albany
expanded from 40 000 tonnes in 2002 to 2.5

development benefits plantation investment million tonnes in 2008. New processing

can bring to rural communities.

Plantation expansion, driven largely by

facilities are planned including a pelletising
plant which will utilise both hardwood and
softwood to produce energy pellets to be

Managed Investment Schemes (MIS) in the exported to Europe.

Great Southern Region of WA has delivered

a range of economic benefits to rural
communities.

Figure 1. Great Southern Region

Plantation establishment in the region
commenced in 1988 and by 2008, the
plantation area consisted of 155,000
hectares of hardwoods and 6,000 hectares
of softwoods, mostly in the Albany,
Cranbrook and Plantagenet local
government areas.

Plantation employment

Direct employment in the plantation sector
has grown significantly during the period
1991 to 2004 (Figure 2). The increase was
particularly rapid after 2001 when the first
harvesting operations commenced, and a
woodchip mill and woodchip export
facilities have established in the region.

The majority of these jobs were in
contracting businesses. Initially, more than
half of these were located outside the
region, but by 2004, 64% were within

the region.

By 2004, the equivalent of 500 full-time jobs
were created and since then another 200 jobs in
processing, harvesting and transport. The
industry projects by 2010, a further 200 jobs

will be available with the growth of second
rotation contracting and small business.

Contractors -
plantation
management, harvest,
o transport, timber
processing

400

Direct employment -
plantation management &
timber processing

Figure 2. Direct employment, Plantations in Great
Southern region

Expenditure in the local economy

With the onset of harvesting operations in the
region, expenditure by the plantation sector
increased rapidly from $38.8 million in 2001, to
$49.7 million in 2004. Every $1M spent by the
plantation sector generates 17.15 jobs in the
regional economy.

The blue
gum
industry has
generated
revenues in
the Albany
area which
now exceed
those of
tourisn




Did plantations cause agricultural

gecline? Plantations did not result in
At the time plantation expansion commenced in population decline in local
the Great Southern region, a number of other government areas with high
changes were also occurring, including: rates of plantation expansion

Rural population decline;

Decreased farm commodity prices eg. wool
Growth of tourism;

Rapid increase in vineyards, and wineries;
More people living on small rural ‘lifestyle’
blocks.

The Future
The expansion of the plantation industry in the
Intowns Great Southern Region has brought about
such as Mt significant regional development. The industry
Barker is well into its second rotation and making
growth due  hrenarations for the third rotation, which is not

to the
forestry far away.

industry is

significant Mt Barker is expanding with the continued
release of rural residential blocks. Towns are
showing increased employment in contracting
services — for example, transport and second

These changes are consistent with a national rotation services are now significant employers.

trend in agriculture which is marked by decline

in the number of farming families by around  The industry is partnering with local schools by

30% between 1986 and 2006. taking on school based trainees in years 11 and

12. Students gain hands on experience in diverse

Moreover, farming businesses have become sectors of the industry as they research

increasingly dependent on off-farm income. opportunities for career paths in forestry. Three

Since 1989-90, off-farm income has accounted students have gained apprenticeships in 2009.

for around 65% of total household income on

broad acre farms across Australia. Future developments include the Lignor

Engineered Strand Lumber Plant and the Great

Between 1989-90 and 2002-03, the average  Southern Bio-Energy Plant, the expansion of

farm income earned off-farm through wages anavhich are dependent on overseas capital.

salaries increased in real terms from $15,000 to

$33,500 per annum. In 2005, up to 45% of all Carbon farming is developing rapidly with

farm families derived income from salaries and carbon investment companies planting in the

wages. region, mainly mallees in the lower rainfall
areas. The development of the carbon industry is
In the case of the Great Southern region, similar to the early days of the Blue Gum

plantation expansion was not associated with plantations, with companies leasing or buying
population decline at the LGA scale. In fact, thdarmland. The focus for the Oil Mallee

LGAs with the largest plantation expansion Association is on developing industries from the
(Albany, Denmark and Plantagenet) tree tops including energy production and
experienced population growth or lower rates opellets.

population decline than the regional average.
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1. Facilitate better regional planning for plantation expansion.

There is positive progress in this area with impieble gislative/regulatory arrangements
in some jurisdictions and the completion of CodeBractice (CoP). Some, but not many,
regional forestry groups have successfully eng&gdhment Management Authorities
(CMAS) in joint project work demonstrating the bétseof commercial trees to natural
resource management (NRM) objectives.

The major challenge in this area now appears todad government planning. In some
states (eg. NSW), local government are not involmetie plantation planning process,
while other states (eg. WA, QId, SA) cite inequityith other primary production
activities) and inconsistency (across local goveniareas) in the treatment of
plantation planning as an impediment. In SA theohiiction of Planning SA’s Better
Development Plan Forestry Module will facilitateegter levels of consistency across
local government areas.

The formation of a National Timber Councils Task®(NTCT) is also a positive step
toward addressing this issue.

Pursue a comprehensive policy approach to supportigntation development.

The development of CoPs, the finalisation/reviewlahtation legislation and the
development of state forestry plans all indicategpess toward this goal. However, as
mentioned above, inconsistencies still exist, paldirly at the local government level.

The treatment of plantations in state water plagipirocesses and under the National
Water Initiative (NWI) has the potential to impanetgatively on this objective if
plantations are not given equitable treatment witter land uses. The outcome will
depend heavily on the extent to which good scientiformation is used to shape future

policy.

The existence and/or development of policy andl@mgistrategies at a range of levels
(eg. Federal, state and territory, government agewrgional, local government, industry
levels) create considerable scope for confusionmnaistanvestors.

% - .

2. Promote development of legislation covering the rigs to plant, harvest and
trade plantations and their products.

There have been improvements in this area, witjuiasidictions having the required
legislation in place except the NT and ACT. NSWusrently reviewing its plantation
legislation, but indications are that any changgisnat compromise these rights.



In practice however, the implementation of thed&dion can be impacted by both local
government requirements in most states, and bypiratations of individual plantation
development assessment officers.

Impending new water legislation may substantialtydify current rights to plant.
Additionally, in some states (eg. WA), rights tavest, or sell products from planted
native species remain unclear or are subject tatiggaof separate permission (from a
State agency) to that required to plant (obtaihedugh local government). These
fundamental sovereign risk issues must be addreafsgexination is to fully capture the
significant lasting, sustainable regional and m&tlenvironmental and socio-economic
benefits that flow from returning tree cover to eegared rural landscapes.

3. Promote the development of appropriate structuresd encourage investment in
the plantation sector.

Changes to the taxation treatment of trading in @ature plantations announced in 2007
are aimed at encouraging greater investment infotegion plantations. The retention of
the pre-payment rule for MIS investors by the Fatl&overnment is an important signal
of a commitment to stable plantation taxation polaelivering investor confidence.

The announcement in 2008 of a CPRS will accelené¢eest and investment in
plantations for carbon sinks, and a number of maxwstment models have emerged since
2005. The treatment of forestry in the recentlgased Green Paper on climate change is
likely to be positive for investor confidence, wigtowers having the choice to opt in or
out of emissions accounting (unlike the New Zealsituhation of compulsory coverage
and deforestation liabilities). However, marketsdther environmental services remain
largely undeveloped.

Uncertainty over the treatment of water use bytakions is likely to act as a disincentive
to investment.

4. Promote the development of guidelines and codesiactice that support
sustainable plantation development.

Codes of Practice for plantation management areing@lace in all states except Qld
(under development) and SA (has guidelines fortptdon establishment rather than a
CoP). The WA CoP is currently voluntary, rathentlzastatute.

The area of plantations covered by forest certificeschemes has now increased to 1.2
million hectares, representing around 63% of thie@nal plantation estate.

5. Work with State and Territory forestry organisations in terms of National
Competition Policy and developing transparent and empetitive markets.

Further corporatisation or privatisation of plardatestates is under active consideration
in some jurisdictions, however some stakeholdgyentehat competition for market
access from government forestry agencies remauey ampediment, particularly to
small-scale plantation owners. In some cases, dner&tate supply agreements in place
that were necessary to secure downstream processingh may influence regional log
pricing. There is still room to improve market tsparency.



Some agencies have noted however, that the issigenmich about log supply (flow) and
the limited market to sell into, as it is about hiet transparency’ — small scale growers
often lack the volume and consistency of supplgttcact sales from processors.

6. Promote the development of State, Territory and Ausalian Government
legislation that complements plantation establishmd.

While progress is being made in this area, congagnsst over local government
treatment of plantation establishment, and them@iempact of water regulation. It is
not possible to conclude that a ‘whole of governtmapproach to plantation
development has been achieved (see 3 above also).

Rapid acceleration of interest in plantations abaa sinks may have future implications
for plantation legislation, particularly given caras from some rural communities that
extensive carbon plantations could reduce foodymrtion capacity. As with the water
issue, it will be important that policy is guided factual information and good science if
the acceptance and competitiveness of the plants#iotor is to be maintained.

* $0 2 =

7. Provide better information to maintain foreign and local investor confidence in
the plantation sector and build on existing investrant levels.

Several information sources mentioned in the 2@@ont (Pine Log Price Index, BRS
National Plantations Inventory, Science for Decididakers) along with Australia’s State
of the Forests Report 2008, ABARE Forestry Stasstiontinue to inform investors.

The increasing number of Forestry MIS firms listedthe stock exchange attract
research commentary from market analysts which gdalitional and growing source of
information for investors. This mechanism incresa$e level of scrutiny applied to
forestry investments in Australia.

During 2005, information was published by BRS oa $lcio-economic impacts of
plantations in two key plantation areas (SW slag@$SW, Great Southern Region of
WA). A study is currently under way in the Greenahgle and Central Victoria is
further assessing the socio-economic impacts of lese change. More research is
required on socio-economic impacts in new plantegiceas (eg. cane growing areas of
QId), how impacts change over time, and in areargplantations might displace some
areas of more intensive rather than extensive @gni®e. The outcomes of these studies
may feed directly into policy decisions and investonfidence.

A lack of information on hardwood prices and maskarsists.

The existence and/or development of policy andi@mgistrategies at a range of levels
(eg. Federal, state and territory, government agergional, local government, industry
levels) create considerable scope for ‘informatwarload’ and confusion amongst
investors.



8. Improve grower and investor access to markets.
Inadequate price information, particularly relatioghardwood and market access for
small-scale growers, continues to present chalemgeany regions.

Market access for small-scale hardwood chip grouvetise Great Southern region of
WA and pine chip producers in the Green Triangtgesent success stories. In these
instances, market access has been facilitated¢pgriacale (MIS and ex-state owned)
plantations, which provide the critical mass forrked development. Small growers have
benefited as a result.

Co-operative marketing arrangements and the ukg dirokers for small growers have
long been promoted, however there are few exangplegccess.

9. Inform farmers of the profitability of planta tions as part of an on farm
production system.

Numerous studies have been performed, and seveasiah support systems developed
to inform farmers of plantation profitability and illustrate the business benefits of
integrating commercial trees into farming systems.

However uptake is still low (JVAP reports farm glations represent only 8% of
plantations nationally), indicating there is muotbe done to convert information into a
higher level of implementation. State agency extenservices are a key factor in
knowledge transfer and capacity building, but hswkered from cutbacks and/or short-
term funding uncertainties in all states.

Current uncertainty over PFDC funding is also cdaseoncern regarding this action, as
a key role of PDFCs is to also provide informatioriarmers on the financial
implications of adopting farm plantations. Thisdewill be even greater as the
agricultural sector deals with carbon emissionse planting is emerging as the
(currently) only measurable and internationallyogrsed option for carbon sinks on
farms.

10. Identify research and development priorities for tre plantation sector to
complement the industry’s potential growth.

Solid progress continues in this area. The formmadf a new industry funded research
agency Forests and Wood Products Australia (FWHKReliver a flagship organisation
for forestry research with a strong commercial ®c&everal projects are examining
processing options for small plantation grown log&search into carbon uptake and
storage in wood products is well advanced.

With water policy looming as a key issue for thanpation sector, research into
plantation water use has increased significantlges2005, led by the Murray Darling
Basin Sustainable Yields Project. However, theeesame gaps in this program, notably
most future plantation expansion is likely to ocoutside the Murray Darling Basin
(MDB), and that water interception impacts from mextensive land uses (eg.
agricultural management systems designed to impsoievater retention), are not being
compared with plantation impacts.



11. Improve skills and safety of commercial tree growes through extension,
education and training.

With the funding uncertainty surrounding PFDCs #relcontraction of State agency and
Greening Australia activity in this area, it is pie that future progress may be
impacted. However, the development of the new $t@verks program will ensure on-
going access to skills and safety training in trestry industries.

s n . *
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12. Improve stakeholder engagement in plantation indusy expansion and inform
communities about the strategic role of plantationsn wood and fibre supply and
environmental service delivery.

There are positive developments in this area (egfdrmation of the NTCT to engage
local government which has closely involved theid/i2020 coordinators), and negative
developments (eg. the PFDC funding situation —elweganisations are primary regional
stakeholder engagement agencies, acting as ‘hbragtrs’ between industry,
government and regional communities).

State government forestry/natural resource managgpnenary industry agencies, MIS
firms and local government have often relied upbDes to facilitate or assist with
facilitating stakeholder engagement over issuek ag@lantation expansion, water use,
land use planning and roads.

The loss of regional PFDCs would represent a majpediment to the progress of this
action.

13. Review and promote opportunities for environmentalservices to enhance plantation
forestry.

To some extent, the focus on climate change armboarffsets in forestry has dominated
this action in the past year or two. While theboartrading opportunities available to the
plantation sector have become abundantly cleanznrllets have emerged, development
of markets for other services (eg. biodiversityamement, improved water quality, soil
stability) have not progressed significantly.

There is much to be done in this arena — incoma fk@od production remains the
dominant driver of most plantation investment, &nlikely to continue to do so. While
this is less of a problem for large scale corpopddatation investors, the lack of tangible
markets for environmental services is certainlydeiting the broader uptake of farm
forestry, particularly in medium and lower rainfatieas, where arguably, the
environmental need is greatest.



14. Promote the natural resource management benefits @bmmercially planted trees.

As reported in 2005, the impact of plantations @texr use remains topical and has
probably overshadowed the other NRM benefits ofroencial trees in the past year or
two. Water allocation should be informed by thevgng body of research, be non-
discriminatory amongst water users and consistéhttive broader water allocation

policy.

The role commercial trees can play in amelioratiirgate change has received
widespread recognition, albeit some stakeholdegyardeplantation expansion for this
purpose as being in conflict with other NRM outcenieg water supply, biodiversity,
pest species).

In WA, all four major regional NRM groups have imporated plantations and farm
forestry into their Strategic and Investment PlaBsmmercial trees integrated with
farming are seen as helping to achieve NRM goafg@ally management of recharge to
improve water quality and help manage salinityd smenhance and protect remnant
biodiversity.

Again, the potential demise of the PFDCs could th@gediment to progress on this
action, as they are actively involved in promotMigM benefits and have developed trust
and extensive networks in rural communities. In Y& PFDCs and the State
Government are currently exploring how the PFDCfioms can continue and
complement those of State agencies.

Dx % . =

15. Monitor the implementation of Plantations 2020 Visbn Actions and identify
future opportunities to maintain investment in the plantation sector.

A “triple bottom line” reporting and evaluation appch was suggested in 2005. This
has not developed in any formal sense, howev@radress against Vision actions is
reported in the context of economic, environmeatal social outcomes.

The objectives of the Vision partners (ie. governtrand industry) and their views of the
tasks that should be undertaken vary consideralitys can impact on the activities of
the Coordinator and consequently Vision implemeomaiparticularly with regard to the
provision of public information regarding the beiteedf plantation development.

In the context of monitoring and review, perhags time to re-visit the ‘Program Logic’
behind the 2020Vision activities?
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Socio-economic studies confirm that it is the
timber processing segment of the timber value
chain which delivers the most regional
employment benefits.

The FEA Optimil

Forest Enterprises Australia Limited (FEA)
$70m mill site at Bell Bay in Tasmania is an
example of the regional economic benefits
which can flow from plantation investment.

The new FEA Optimil, opened in June 2008

The development involves the implementation
of a highly sophisticated Optimil
(www.optimil.com)processing facility. The mill
opened in mid-2008.

9&

The hardwood component of the cut will
increase to about 150,000 tonnes pa in five
years time and again, this is mainly growers’
wood.

FEA has indicated that the milling capacity of
the facility could potentially reach one million
cubic metres of log intake per year, making it
one of the largest sawlog milling facilities in
the country.

Sawn timber yields are much higher than
traditional mills, resulting in an increase in
overall useable timber recovery from logs as
sawn timber from 44%-+ to 56%-+.

A boost for local employment

The new Optimil operation employs around
120 people, while the HewSaw operation
which it replaces employed around 20.

Socio-economic studies in other regions
where plantation processing has reached a
mature phase indicate that for every direct job
in the plantation sector, another 0.8-1.3 jobs
are generated in other sectors of the regional
economy.

The Optimil will significantly increase FEA’s
milling capacity in the northern region of
Tasmania. The technology allows for a wide
range of log sizes to be milled, and will produce
more products than were previously being
processed by the FEA Hewsaw, which had
reached the limits of its capacity.

Improved efficiency
In its first year of operation the facility will be

processing about 330,000 tonnes of pine logs
and about 40,000 tonnes of hardwood logs; the
hardwood is mainly FEA growers’ (investors)
wood.

The timber processing provides the most jobs in the
timber value chain

These studies also reveal that every $1M spent by
the plantation sector can generate between 8.3 and
15.7 jobs in the regional economy.



Plantation investments realised

Plantations established in north east
Tasmania in 1993 via the FEA Managed
Investment Scheme were clear felled in
June 2008, and generated the first timber to
be processed at the Optimil.

Sawlog harvesting from an FEA plantation in Tasraani

This harvest resulted in a total yield of 404
tonnes per hectare. 68% of this material
was EcoAsh® sawlog grade.

EcoAsh® is a unique plantation grown
hardwood product suitable for a range of
building applications. It can be produced
from relatively young (12-14 year old)
plantation sawlogs.

This is made possible a result of the advances
in hardwood sawing technology which FEA
have pursued as part of their vertically
integrated business structure, which involves
both plantation growing and timber processing,
a structure which helps to secure markets for
the investors timber.

With a final harvest age of 14.7 years, the total
yield of recovered logs equates to an average
annual growth rate (MAI) of 27.6 m3/hal/year.

World competitive processing, better
returns to growers

The new Optimil sawmill provides the
plantation pine industry in Tasmania with a
secure future, by enabling processing of the
resource with world-scale efficiency.

The lower cost of production as compared to a
smaller scale or older technology mill means
that growers can be paid a realistic price for logs
that put them on a sustainable financial footing.
This is particularly relevant in Tasmania as the
plantation pine resource is half-owned by
Forestry Tasmania, a Government Business
Enterprise.

In addition to this, the facility provides the
plantation hardwood industry with a long-term
alternative to woodchipping. This should
encourage “better” silvicultural practices among
growers to target some sawlog production and
hence a higher return at harvest. This will in
turn increase the labour requirement for forest
management and so again boost the regional
economic development benefits.

Establishing a critical mass of plantation resouise
necessary to support timber processing investment

An example of what can be

achieved

The Optimil provides an example of the

potential for value-adding smaller logs from the
plantation resource, and is an incentive for
growers to pursue more management intensive
sawlog management regimes, yet still generate a
return in a relatively short time-frame.

A large proportion of the Tasmanian public
plantation hardwood estate is managed for
sawlog production, and the new FEA mill
demonstrates to other processors the
possibilities better processing technology offers
for milling plantation eucalypt logs.



The 2020 Vision contains a notional target of trebthe plantation estate to about three
million hectares by the year 2020. Australia’s jpddilon estate continues to expand (Figure
2), passing 1.9 million hectares in 2007.

Figure 2. Total areas of softwood and hardwood plaation in Australia 1995 — 2007

O Hardwood
O Softwood

Source: National Plantation Inventory 2008 Update

There was a decline in the rate of expansion ddi-2003, owing to uncertainties at
that time around MIS taxation issues, but thisdreas now been reversed with the return
of taxation certainty, with increased new annuahphgs reaching 85,000 ha in 2007
(Figure 3).

Figure 3. New plantation areas

Source: National Plantation Inventory 2008 Update



The National Plantation Inventory provides an ow@mof the Australian plantation estate as it
stood in 2007 and highlights the following features

Australia’s plantation estate expanded by 86, 5&9dres to a total of 1,902,903 hectares
in 2007, an increase of 4.7%;

The area of new plantations was 14,500 hectares than in 2005 when the last

progress report was complied;
Hardwood plantations (mostly for wood fibre for pand paper) now comprise 46% of
the total plantation area, and increased by 999@v20 883,494 ha. By comparison,

softwood plantings increased by only 1% to 1,019 44, but still represent 53% of the

total plantation estate.
The majority of plantation investment continuestcur via MIS using funds from

private investors. In 2007, MIS accounted for 87%ew plantation investment and
private investment accounted for 92% of all newplegs;
Private plantation ownership, including those owhgduperannuation funds, represents
64 per cent of the total estate and exceeds pplblitations (36 per cent).

The proportion of plantation areas by tree own@rghsummarised in Table 1. Private

investment in plantation establishment has domth&deseveral years, hence the ratio of the
total area of private to public plantations hasdilg increased from being approximately equal

at 46 per cent in 1999.
& & = @ &
Area (ha)
Public Private Joint Not Total
recorded
Western Australia 81,003 293,856 28,756 65 403,681
Northern Territory 25,928 25,928
South Australia 85,907 92,394 178,301
Queensland 195,268 42,406 2,631 240,305
New South Wales 246,298 108,036 4,805 359,139
Australian Capital Territory 9,500 9,500
Victoria 3,355 401,480 3,240 3,800 411,8[75
Tasmania 28,861 186,564 58,749 274,173
Total 650,192 1,150,664 98,181 3,865 1,902,908
(proportion of total) (34.2% (60.5%) (5.2%) (0.2%)

Note: ‘Public’ comprises plantations owned by gaweents; ‘Private’ comprises plantations owned kpesannuation
funds, timber industry companies, managed investsem®mes and other private owners; ‘Joint’ conggriglantations
owned jointly by public and private entities (e@sdfarm arrangements between a forestry agencg samiowner).

Source: National Plantation Inventory 2008

The change in plantation areas by State is illtestkan Figure 4, covering the period from June
1994 through to December 2007. The bars on thehgeresent cumulative area year by year
for each jurisdiction, with Western Australia shagithe largest increase in plantation area over
the period, from 136,000 to 403,000 hectares, wlaiodely comprises short rotation blue gum

fibre plantations.



The regional challenge is to establish an apprtpp&antation area in each region that will
supply a critical mass of resource to enable psicgsndustries to operate at internationally
competitive levels.

Figure 4. Plantation Areas by year by State/Territoy June 1994 — December 20G7
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2 National Plantation Inventory, Australian GovermnBepartment of Agriculture, Fisheries and Forgstarious years
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National Plantation Inventory Regions are identifi®y the National Plantation Inventéry
as best representing economic wood supply zonewohs flows are not constrained by
political borders, five of the regions span statéeoritory borders.
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