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Message by the
Right Honourable Chief Minister of Sabah

Assalamualaikum warrahmatullahi wabarakatuh, salam
sejahtera dan salam Sabah Maju Jaya.

| am pleased that the Sabah Forestry Department
has successfully formulated the Action Plan for the
Sabah Forest Policy 2018 on Forest Plantation
Development (2022 - 2036) which will be the
blueprint for forest plantation development for the
next 15 years. This is astrategic and decisive action
to transform our forest plantation towards achieving
sustainable land use for planted timber production.
This action plan provides guidance in forest
plantation development in accordance with the
sustainable forest management principles, as
outlined in the Sabah Maju Jaya Development Plan
(2021- 2025) and the Sabah Forest Policy 2018.

One of the economic objectives of the State Government’s policy is to reduce
reliance on natural forests as the main source of income. The State Government
has targeted to achieve 400,000 hectares of forest plantation by the year 2036,
with a production capacity of between 6 million and 8 million cubic meters per
year. The State Government aims to strike a balance between economics and
conservation. While it aims to ensure adequate supply of raw material for the
wood-based industries to remain competitive in the domestic and international
markets, it remains committed to the conservation of its natural assets.

Since the start of conservation initiative in 2007, the State Government has
achieved significant progress in forest conservation. More than 26% of the
State’s land area or about 1.9 million hectares, has been gazetted as Totally
Protected Areas (TPAs). By 2025, the State Government will expand the TPAs to
30 per cent of Sabah’s land mass. This in line with the State’s Sabah Maju Jaya
(SMJ) Plan, which has maintained 50% of Sabah’s land mass under forest
covers. We have increased forest covers to 64% of which 52% are gazetted as
Forest Reserves, Parks and Wildlife Conservation Areas, and we have restored
about 65,500 hectares of forest reserves.

The interventions proposed under this action plan are crucial to ensure the upstream
and downstream forest industries remain economically viable and competitive.
With strong fundamentals and proper controls in place, | am confident that the
forest industries in Sabah will remain as a significant socio-economic sector
and an important contributor to the state revenue.

Congratulations to the Sabah Forestry Department for spearheading the
initiative to transform the forest plantation agenda.
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DATUK SERI PANGLIMA HAJI HAJIJI HAJI NOOR
Chief Minister of Sabah

Thank you.
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Foreword by the
Chief Conservator of Forests

Salam sejahtera dan
salam Sabah Maju Jaya.

The Action Plan for the Sabah Forest Policy 2018 on Forest
Plantation Development (2022 - 2036) is a guiding document for
the transformation of forest plantation development in Sabah.
This action plan outlines the direction and way forward for
effective and efficient management for the sustainability of forest
plantations. By adopting and implementing the action plan, the
forest plantation industry will be able to align their operation and
long-term plans in line with the Sabah Maju Jaya Development
Plan and Sabah Forest Policy 2018.

The State Government has allocated about 600,000 hectares
of degraded forests for forest plantation development. However, due to the limitation
of conservation attributes, only 400,000 hectares of the allocated areas are plantable. To
date, a total of 160,000 hectares of forest plantations have been established by the SFM
licensees. The balance area of about 240,000 hectares is expected to be fully planted by
2036, which can produce sustainable supply of planted timber of about 6 to 8 million cubic
meters per annum.

Forest plantation development requires high capital investment. The cost of establishing a forest
plantation is estimated at RM10,000.00 per hectare and an investment of RM2.4 billion
or RM180 to RM400 million a year is needed to develop another 240,000 hectares of
forest plantation by 2036. In this regard, both the federal and state governments have provided
various incentives to the SFM Licensees to support forest plantation development. This
includes soft loans provided by the federal government for developing forest plantations and
incentives by the state government in terms of royalty deduction on planted timber for one
rotation.

| am grateful for the advice and strong support by the Right Honourable Chief Minister to
make this action plan materialised. | am also thankful to the Timber Association of Sabah,
Sabah Timber Industries Association, and all the SFM Licensees for their invaluable
input in the formulation of this action plan.

| congratulate my dedicated members of the Taskforce on the Forest Plantation
Development Team led by Mr. Musa Salleh, Head of Sustainable Forest Management
Division for their relentless efforts in formulating this action plan. Finally, this action plan,
which is an important guidance in transforming both upstream and downstream forest
industries, shall be a beacon of guidance to ensure the sustainability of the timber industries
in Sabah.

Thank you.

DATUK FREDERICK KUGAN
Chief Conservator of Forests
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Glossary

Annual Work Plan

An operational plan prepared by the Licensee describing activities such as road
construction and maintenance, harvesting operation, forest plantation establishment,
enrichment planting, silvicultural treatment, social forestry and forest protection to be
conducted by the licensees during one calendar year. Annual Work Plan shall follow
management prescriptions and schedule of implementation in the Forest Management
Plan.

Annual rent
Annual fees for the licensed area.

Conservation attributes
It includes steep slopes (more than 25 degrees), riparian reserves, wildlife corridors and
swampy areas.

Forest Management Plan

A document containing required information on how an area within the Commercial
Forest Reserves (Class Il) will be managed on an ecologically sustainable basis over
the medium-term of not less than 10 years. The boundary of a Forest Management
Plan shall be determined by the Chief Conservator of Forests and shall encompass an
environmentally and economically sustainable unit capable of producing high-quality
timber products over the long term. The boundary may include, but is not necessarily limited
to the area covered by a SFM Licence. The area covered by a Forest Management Plan is
zoned and further subdivided into compartments for planning and management purposes.

Forest plantation

Forest plantation means planted trees in forest areas designated for forest plantation
development through the planting of mono or multiple native or introduced species that is
intensively managed and has regular tree spacing, to produce sustainable planted timber.

Management plan

Management plans refer to a Forest Management Plan, a Plantation Development
Programme, a Plantation Development Plan, an Annual Work Plan, a Compartment
Harvesting Plan, and a Compartment Planting Plan.

Matured trees
Planted trees that reached the rotation cycle and ready to be harvested.

Plantable areas

A plantable area refers to forest areas designated for forest plantation development
excluding riparian reserves, stream buffer zones, steep areas and areas excluded
by the Chief Conservator of Forests (CCF).




PART 1
INTRODUCTION

Forest plantation development in Sabah is implemented in accordance with the
Sustainable Forest Management (SFM) principles. The establishment of forest
plantations is allowed in degraded forest areas within Commercial Forest Reserve
(Class Il) areas. About 600,000 ha of the degraded forests (gross area) within the SFM
Licenced areas have been allocated for forest plantation development.

With declining production from natural forests, timber supply from forest plantations
has become an important source for the wood-based industries. By establishing
forest plantations at scale and managing it appropriately, the SFM Licensees can
produce sufficient and sustainable planted timber. This can reduce pressure on the
remaining natural forests for timber production and contribute towards forest
conservation.

Taking into consideration of the various conservation attributes, it is estimated that
out of the 600,000 ha allocated for the forest plantation development, only about
400,000 ha are available for planting. To date, a total of approximately 160,000 ha
of forest plantation has been developed by SFM Licensees. Therefore, the intervention
through this action plan will accelerate the scaling up of tree planting and the State
Government’s target to develop another 240,000 ha of plantable areas by 2036.
Itis projected that annual planting target of approximately 18,000 to 40,000 ha from
2022 to 2036 (Table 1.1 and Figure 1.1).

It is projected that about 6 to 8 million m3 of plantation logs can be produced annually
once the annual allowable cut of 40,000 ha is achieved by 2036 (Figure 1.2). This
will provide a continuous supply of planted timber for the viability and sustainability
of the wood-based industry. A sustainable supply of planted timber will encourage
more downstream and high-value added investments that are expected to contribute
to the GDP an amount of about RM 11.5 billion.

In terms of employment, it is estimated that 40,000 skilled and semi-skilled jobs
in upstream and downstream forest industries will be created predominantly for
Sabahans by 2036.

This Action Plan is formulated in line with the Sabah Forest Policy 2018. There are
3 strategies which are related to forest plantation development in the policy, i.e.,to
encourage and strengthen the development of forest plantations for safeguarding
the sustainability of timber supply; optimising and improving the utilization of raw
materials; and restructuring the wood-based industries based on comparative
advantage.

The plan aims to strengthen forest plantation development and improve the associated
value chain (Figure 1.3). It provides guidance to the Sabah Forestry Department
and SFM Licensees to ensure successful implementation of forest plantation
development. This action plan can be reviewed if there are changes or new
development during the implementation period.
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Figure 1.3: Cycle of Forest Plantation Industry



PART 2

STRATEGY: ENCOURAGE AND STRENGTHEN THE DEVELOPMENT OF
FOREST PLANTATIONS FOR SAFEGUARDING SUSTAINABILITY OF
TIMBER SUPPLY

2.1 Allocate sufficient areas for forest plantation establishment

The State Government has set aside more or less 600,000 ha of degraded areas within
production forest reserves as the threshold for forest plantation development (Figure
2.1). This effort will allocate sufficient areas for forest plantation development and at the
same time reduce reliance on natural forests as the main sustainable source of timber to
sustain the forest industries, and to promote conservation.

Based on past experiences, only about 60% to 70% of an allocated area is
plantable, due to limitations on conservation attributes. Taking this into account,
it is estimated that only about 400,000 ha of the threshold are available for
planting.

Based on a 10-year rotation, about 40,000 ha is expected as harvestable annually
by 2036 (Figure 1.1). Taking into account the yield per ha of about 150 m3 to 200 m3,
approximately 6 to 8 million m3 of plantation logs can be produced annually by the
SFM Licensees. Based on the installed capacity of wood-based industries of about 4
to 5 million m3 per year, the threshold set by the government for forest plantation
development is considered sufficient to support forest industries.

Details of targeted actions and timelines are presented in Table 2.1.
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Figure 2.2: Eucalyptus pellita Forest Plantation at
Asian Forestry Company (Sabah) Sdn Bhd, Kota Marudu
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2.2 Provide financial incentives and new innovative tax reliefs
for forest plantation establishment

Forest plantations have a long gestation period and generally making it unattractive to
financial institutions for providing financial assistance. Besides, high initial capital
investment is required to establish forest plantations. Based on experiences, the cost of
establishing a forest plantation (Figure 2.2) is estimated at about RM10,000.00 per
ha. This means around RM 2.4 billion is required to establish another 240,000 ha of the
plantable area by 2036, or RM180 to RM400 million per year. However, there are some
financial incentives and tax reliefs provided by the government to support forest
plantation development.

Details of targeted actions and timelines are presented in Table 2.2.

11w

Figure 2.3: Paraserianthes falcataria (Batai) Seedlings at
Usahawan Borneo Greenwood Sdn Bhd Nursery, Kalabakan
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2.3 Determine site suitability for various forest plantation species

Soil fulfils three essential requirements for tree growth i.e., supply of moisture, supply
of nutrients, and provision of mechanical support. Nevertheless, different tree species
grow best under specific site conditions.

Forest plantation species planted by the SFM Licensees are mostly fast-growing
exotic species such as Acacia mangium, Eucalyptus pellita and Paraserianthes
falcataria (Figure 2.3). There are also some fast-growing native species planted
such as Neolamarckia cadamba and Octomeles sumatrana. In this regard, site
suitability in terms of climate, soil type, and topography are important considerations
to ensure success in forest plantation development (Lee, Y.F.et. al., 2008).

Details of targeted actions and timelines are presented in Table 2.3.

Figure 2.4: Paraserianthes falcataria (Batai) Planted at 300 m a.s.l in
Empayar Kejora Sdn Bhd, Gunung Rara Forest Reserve
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2.4 Control pests and diseases in forest plantations

Pests and diseases can damage planted trees in all stages of development and affect
the ability of forest plantations to meet their management objectives. The selected
species are not known for many serious pest and disease problems in Sabah. However,
gall rust disease caused by Uromycladium tepperianum has recently been observed in
some Paraserianthes falcataria (Batai) plantations in Sabah (Figure 2.4). Ceratocystis is
another example of such a disease which infected and caused a lot of damage to the
Acacia plantation in Sabah. Although monocultures may be susceptible to disease
outbreaks, the planting of mix species could buffer against threats from such problems
because different species may have different levels of susceptibility or resistance.
Constant and continuous pest and disease monitoring will have to be developed and it
forms an integral part of forest plantation management.

Details of targeted actions and timelines are presented in Table 2.4.

Figure 2.5: Paraserianthes falcataria (Batai) Trees Infected by Gall Rust
at Zillion Fortune Sdn Bhd, Serudong
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2.5 Improve technology for forest plantations establishment

The success of forest plantation establishment is largely depending on the efficiency
and effectiveness of forest plantation management. These include: good planning by
SFM Licensees; usage of appropriate technology in site preparation; good tree planting
technique; proper maintenance of planted trees; proper nursery facilities; improved
technology in producing planting material; improved technology in the harvesting of
planted trees; and digital and online application in forest plantation management.

Details of targeted actions and timelines are presented in Table 2.5.

Figure 2.6: Nursery at Sapulut Forest Development Sdn Bhd, Tibow
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2.6 Certify forest plantation areas with any internationally
recognized certification scheme

The government aims to have all SFM Licenced areas certified under any internationally
recognized forest certification scheme such as the Forest Stewardship Council (FSC) and
MTCS-PEFC (Malaysian Timber Certification Scheme - Programme for the Endorsement of
Forest Certification). Besides, the State Government has implemented Sabah TLAS (Timber
Legality Assurance System) as a verification standard of legal timber for both upstream and
downstream forest industries. Since forest certification involves independent auditing, it
promotes transparency in managing the forest and can bring continuous improvement to
forest management.

The total forest area certified in Sabah thus far is about 826,000 ha consisting of 741,000 ha
of natural forests and 84,776 ha of forest plantations. As for forest plantations, about 38,023
ha are certified under the MTCS-PEFC and 46,753 ha under the FSC.

Taking into consideration the restrictions in certifying forest plantation areas under the
MTCS-PEFC and FSC, with regard to cut-off dates 2010 and 1994 respectively, some
plantation areas are not eligible to be certified under the schemes. Therefore, Sabah TLAS
will be strengthened and used as an option for forest plantation certification.

Details of targeted actions and timelines are presented in Table 2.6.
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2.7 Emphasize site-species matching

The success of forest plantations largely depends on the selection of the correct
species. Determining which species to plant is a complex decision that is based
on the purposes of the plantation in line with the Site Suitability Index and
Technical Guidelines for Forest Plantation Development.

Details of targeted actions and timelines are presented in Table 2.7.

Figure 2.8: Neolamarckia cadamba (Laran) Planted
at Sapulut Forest Development Sdn Bhd, Tibow
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2.8 Capacity building on forest plantation establishment

Capacity building involving SFD and SFM Licensees personnel are required in
order to enhance their knowledge and skill on forest plantation particularly on
the aspects of planning, technical and management. This is crucial to ensure
effective and efficient forest plantation establishment. It involves collaboration
with local universities and training institutions. The training programmes will
include courses, on the job trainings and study tours.

Details of targeted actions and timelines are presented in Table 2.8.
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PART 3

STRATEGY: OPTIMISING AND IMPROVING THE UTILISATION OF RAW
MATERIALS

3.1 Engage vertical integration of the upstream and downstream
wood-based industries

Generally, vertical integration and horizontal integration are business strategies
aimed at reducing cost of production, creating greater efficiencies in the system
and greater economies of scale. In vertical integration, a company has direct
control of one or more stages in the production and has direct links to the source
of raw material and hence will have direct influence in continuous reinvestments
in resource development such as replanting and so on. Horizontal integration on
the other hand, will not have a direct link to the resource but it is more to increase
the size of operation of a company through mergers of existing mills to allow
diversification of products to achieve economies of scale i.e. produce more
revenue together as compared to competing independently. In other words, it is
a consolidation of many firms in the same level of the value chain or production
process. In the context of the wood-based industry, both can co-exist and it is up
to the industry where to align themselves, depending on the business model that
suits them best (Sabah Forestry Department, 2019).

Details of targeted actions and timelines are presented in Table 3.1.
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3.2 Reduce timber wastage in harvesting operations

Forest plantations are generally associated with shorter rotation and smaller trees,
and therefore appropriate harvesting technology needs to be applied in order to
maximize the volume of planted timber harvested and reduce timber wastage. This
includes the usage of harvesters and adopting cable technology in the form of
cable yarders.

Details of targeted actions and timelines are presented in Table 3.2.

Figure 3.1: Harvesting of planted trees at Gerak Saga Sdn Bhd, Pitas




ads

"paje|nuuo)
uonesedsud ays Buunp
sanpisal abenes uo
ajes Ayehfol anjoemy

ads

"pamo]|e sionpoud
Jaqui paysiuy

-jwas Bupnpoud

1o} eale uonejueld
Byl ulyum saal
pajueld jo Buissaonld

s@8suaol] NS

‘palodwa

saaJ pajued jo
Bunsaniey Joj sieyJom
paulel] pue pajing

s98sU8oIT NS

‘pajdde sean
pajue|d jo Bunsaniey
Jo} saibojouyos) mapn

saasusol] W4S (9)
ads (e)

'z’ Abajens

0} UCIJE|aJ Ul Jaguu}
pajueld Jo sausuIyoeLWw
yoal-y Bunsaniey Jo
afiesn ay) uo Jalal xe |

seasusol] NS

‘palojdxa saan
pajued jo Bunsaniey
10 saibojouyos) man

(e)

“uoneznn
poom aziwndo o] (g)

siafed weansumoq (q)
saasuao W4s (B)

‘payisianp
abejsem Jaquu
Buisn syponpoid pu3

(e)

-abejsem Jaqu
azieroewwos o] (})

St

¥l

€l

4

15

ol

6

8

L

9

S

{9£0z - Zz0z) ewes4 sunL

saniigisuodsay

syabue)

uopoy

suonesadQ bBunsaniey ul abejsep) Jaqui] Bulonpay uo ue|d UONOY :Z'E dlgel

28



3.3 Use improved and new technology in wood-based processing
and products diversification

New engineered wood products such as CLT (Cross Laminated Timber), Prefabricated
Modular Timber Construction and MPP (Mass Ply Panel) have a great potential to
substitute the traditional wood building materials and this leads to a change in the
processing equipment and technology. In this regard, new innovative technologies
to produce new engineered wood products should be explored and applied.

Details of targeted actions and timelines are presented in Table 3.3.
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PART 4

STRATEGY: RESTRUCTURING THE WOOD-BASED INDUSTRIES
BASED ON COMPARATIVE ADVANTAGE

The wood-based industry in Sabah is one of the important socio-economic
sectors, in terms of contributing to the State revenue and providing employment.
In this regard, the State has set a clear policy to further develop the wood-based
industry towards producing more high value-added products as outlined in the
Sabah Maju Jaya (SMJ) Development Plan (2021-2025) and the Sabah Forest Policy
2018. This is crucial to ensure the wood-based industries remain competitive
based on comparative advantage, where they need to transform and move along the
value chain through innovation and value-addition. However, innovation in the
forest product sector must be based on market needs and must be driven through
technological and design change in order to ensure long-term competitiveness
(Ratnasingam et al., 2013).

The current wood-based industry is characterized by low diversification of
products produced, low value-added products with a high number of mills including
inactive mills faced with shortages of raw materials. The industry needs to be
transformed towards a much leaner size, but more diversified and efficient with
value-added timber products as the main priority by takinginto consideration the
declining raw material, changing raw material namely timber from forest
plantations, and possible opportunities for utilization of non-traditional materials
that could complement raw material requirements of the wood-based industry in
Sabah or through the production of new products such as wood-plastics or even
the use of recycled wood-materials (Sabah Forestry Department, 2019).

41 Encourage horizontal integration of wood manufacturers
towards manufacturing of high value-added products

The wood-based industries in Sabah remain dominated by primary processing
activities namely the sawmilling and plywood sectors. Therefore, transformation
or reinvention of the business in the wood-based industry needs to be done outside
of the traditional way of doing business and also taking into account all other
factors, including the need to embrace the concept of a new economy such as
Industrial Revolution 4.0 (IR 4.0), which includes the automation and data exchange
in manufacturing technologies, cyber-physical systems, the internet of things,
cloud computing and cognitive computing.

In view of this, the horizontal integration through merging of existing mills can be
done to allow diversification of products and achieve economies of scale in order to
produce more revenue together compared to competing independently. In other
words, it is a consolidation of many firms in the same level of the value chain or
production process. (Sabah Forestry Department, 2019).

Details of targeted actions and timelines are presented in Table 4.1.
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4.2 Encourage the use of green technology in wood-based
industries

Energy plays an important role in growth of wood-based industries. Due to the
of energy sources from fossil fuels interms of energy cost, energy shortage, and
environmental pollution, the usage of renewable energy such as solar, hydro,
biofuel and biomass can be explored as an alternative option for wood-based
industries.

The promotion of renewable energy is one of the possible ways to minimize
the environmental impact of the wood manufacturing process. Besides,
improved and innovative machinery types help reduce the wood waste and
therefore reducing environmental impacts, while enhancing working efficiency
in terms of time, energy and effort (Adhikari et.al., 2018).

Details of targeted actions and timelines are presented in Table 4.2.
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4.3 Create unique branding for wood products produced in line
with good forest governance

The unique branding of planted timber products provides a competitive
advantage which can be achieved by concentrating on market niches,
product differentiation, alternative channels of distribution or manufacturing
processes and pricing structures.

Creating unique branding is important as part of the marketing strategy to
position our wood products in the international market. In pursuance of this,
since the Sabah TLAS verified timber products are recognized and well
accepted in international markets such as Europe, Australia, USA, Japan
and Korea, it can be strengthened towards developing Sabah unique
branding for planted timber products.

Details of targeted actions and timelines are presented in Table 4.3.
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