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Sector Overview

Natural forests

e Predominantly customary land ownership

_ogging rates: record log export levels in 2007
Driven by Asian demand (80% of exports to China)

nequitable agreements between licensee & logging
company
Grass-roots landowners: receive approx USD7-10/m?

Plantation forests
e [ndustrial estates — 20,000 hectares combined
e Village lased

small holder plantations 6000 ha of various ages




Log exports 1995-2007

Chinese expansion

RAMSI arrival

Aslan slowdown
Ethnic tension
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Estimated Sustainable Yield




China Imported Tropical Logs

China Imported Tropical Logs (Q1 2008)
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Natural forest logging is an important part
of the S| economy

17% of the economy 70% of export earnings

18% of Government revenue
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2005 to 2007

Export volumes

e 2005 917 000 m?

e 2006 1,089,000 m?

e 2007 1,440,000 m®

e 2008 ' Year 650, 000 m?®

e Expected 2008 total 1,400, 000 +/- m?)
e 5 times estimated annual sustainable level

Economic growth

e 10% GDP growth fuelled by increased logging
output




Solomon Islands Natural Forest
Status
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*assumes no premature re-logging of these forests




Plantation sub-sector activities

Industrial

2 companies KFPL & EPPL (West. Prov. on
govt. land, approx. estate 25,000 ha)

Village based

Small holder woodlots —
» 13000 lots,
e approx 0.5 ha/lot

High value, long life timber species (teak,
mahogany)
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Summary of key issues

e Natural forest depletion will have severe
economic and fiscal consequences

e Sector: in transition over next decade

e Emergence of the viable plantation sector -
2020 & beyond

e But the key challenge will be getting
through next 5 years
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Carbon

Opportunities in
Solomon Islands
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Forest disturbance status —
ng tree crown cover as measurement
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Creating new forests & carbon capture

options

Natural forests
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Degraded

]

Recovering

&

Plant / enrich
existing growing
stock

Planted forests

Yo

Industrial
scale

Large scale
monoculture plantings
/ high CO2 uptake, use
private equity

Village level
scale

Protect & preserve
recovering forest

Small scale,
numerous timber
woodlots, combine
with agro-forestry




Degraded forest example in
Western Province, Solomon Islands

Wesrern Province - Logging Licence Summary (Dec 2005)

Legund

Industrial .
pfﬂﬂfﬂﬁﬂﬂs B oo coment o pet i el

| Tnduzmind scals plarrations

Virhizrnced rosmm il fore it arrad

Heavily logged over past

/1’0- 20 years

/

Last remaining intact commercial
lowland forest island in Solomon




S| Natural Forestry Opportunities
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* Conserve remanent
high value forests

* Improve logging
practices via RIL
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Sequester

* Encourage
replanting in degraded
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Combined forest estate: plantations
will become increasingl
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Limited production for industrial

plantation sites

™ Unlogged natural forest
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Significant opportunity for
village-based plantations
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S| Plantation Opportunities

Positives:
e Natural / competitive advantage in plantations
Available land, water & sunshine on most provinces

e |Interested landowners

e Focus on high-value “niche sawn timbers” (teak, mahogany),
long life-cycle

Negatives:

e Land ownership / land security (on larger areas)
Sovereign risk
Infrastructure: access to markets
Limited in-country processing capacity (but potential)
Fragmented woodlots (difficult logistics, increased cost)
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Example of the 9000 households involving in
village-level tree planting (13,000 woodlots

Western Province: 6 year old
Teak planted by local tree-grower

XL T B

A IR P (eI
& -k o s -

T G

-
(©
e
c
0
Q.
7p,
©O
(=
G
L
c
@
=
O
O
7))




-

bl Bl

oA
q L

b

y

L

_u [}

L

.

)
u ¥ u

=

|0 Sleah 7 Jea |




Mature plantations: furniture
material = long life carbon storage

I 24 yr old Teak

“— 25 yr old mahogany




