TFT Q-4 Kodak Moment Report:
Indonesia Program Issue 9: Oct — Dec 2009

In partnership with the Responsible Asia Forestry & Trade (RAFT) program, TFT works
together with TNC in six natural forest concessions throughout Indonesia. TFT is working
with the forest companies to improve their policies and forest practices, so that
eventually they can achieve forest certification — independent recognition of their
responsible forest management.

This quarterly update report provides a snapshot of some of TFT's most recent activities
conducted in each of the six forest areas.

Summary:

The overall progresses of Natural Forest projects d uring Q-4 year 2009 were very
good. Some projects are significantly improving th eir spirit and real actions to
achieve FSC standard. The big progresses of them ar  e:

1. SLJ IV has steadily recovered from the global cr isis, and aim to conduct an FSC
pre-assessment in 2010;

2. Dwima and CI have successfully conducted the HCV ~ F survey supported by TNC.
3. MSP has new power to progress in implementing th  eir CAP towards FSC standards.
4. MML still maintain the spirit and commitment to work by building a sawmill on site.

1. Dwimajaya Utama & Carus Indonesia

1. Monitoring of Physical Environment

TFT staff members regularly assist and inspect the
physical environment. The assistance covered field
sample data until processing and reporting. The
physical impacts of logging operation focused on the
impact for soil and water. The objects are erosion
monitoring basin and the final targets are lab data and
reports.

Picture DUL. TFT staff discussing the physical envir ~ onmental
checklist before inspecting the plots

2. HCVF Identification

The HCVF field survey was conducted by TFT, TNC, Dwima and local people between 7"
and 24" December 2009. The team was divided into a botanic team, Orangutan team,
mammal team and herpetofauna team. Teams worked from 8" to 23™ December 2009 and
held a closing meeting on 24™ December 2009. Some results are as follows:



Methodology: sampling focused on the water catchment area and
suspected locations of key populations using a cluster system
(vegetation and land cover system (RePproT 1983).

Botanic team : found as many as 29 key species categorized as
critically endangered (9 endangered species and 9 vulnerable
species) based on the IUCN red list, all in the Dipterocarps family
(such as Dipterocarpus cornutus, Dipterocarpus fagineus,
Dipterocarpus kerii, Hopea mangerawan Hopea nutans, Shorea
balangeran).

Orangutan team : 6 transects (9 Km) in West Dwima, found 2
remains of orang-utan nests but no footprints or other evidence.
While in East Dwima 47 orang-utan nests were found, including 1
new nest, 23 quite old nests and 23 remnant nests. The team
predicted that there is no orang-utan anymore in the Western part,
but there could be small populations in the Eastern part of the area.

Mammal team : Key Species located are Orang-utan, Leopard and
Sun bear. In total 48 species were found (Western area = 42 species
and Eastern area = 28 species), 8 primates, 5 pelidae (cats species),
8 squirrel, 4 foxes, 4 civets species, 6 ungulate species, 3 flying
foxes species, 2 species of porcupine, 2 beaver species, 1 bat
species, 1 armadillo species, 1 Viverridae species and 1 forest
mouse species.

Team Herpetofauna : 26 amphibian species, 34 reptile species
(chameleon/lizard/iguana = 19 species (4 families), 13 snake species
(2 families), freshwater turtle = 2 species (2 families).

Picture DU2. From the top, endangered Tarsius, green frog, snake, Iguana,
Leopard footprint and Orangutan house (nest) are fo  und when HCVF survey in
Dwima forest.

Scope of research area:
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3. Dwima Organization chart

Dwima and TFT had a mutual discussion on the existing
organization on 25" October 2009, attended by at least 8
Dwima section heads, including the camp manager. The
meeting was facilitated by Mrs. Daryatun (TFT Social staff).
The purpose of the discussion was to evaluate the existing
organization against the ideal organization chart based on
FSC standard.

Picture DU3. Mrs. Daryatun (TFT) was leading the dis  cussion during the meeting

B - A ] E
Picture DU4. Dwima managers and staff involved in th e meeting discussing the organization of Dwima

group.

2. Mardhika Insan Mulya

There was limited progress in MIM during Q4 year 2009 against the 2009 AWP, however
progress was made against the MIM internal program:

The IHMB data collection (Intermediate Comprehensive Forest Inventory) was
completed in October 2009 by five teams of consultants. Data processing and analysis is
currently ongoing. The data will be used for developing the long term macro plan (RKU),
specifically for forecasting forest production for the next ten years.

While waiting for the final data of IHMB, MIM started to compose the RKU, this was done
by a forestry consultant.

The concession border delineation was completed in September 2009, but the border
with the Belantara Pusaka plantation is unclear and requires followed up next quarter.

3. Sumalindo Lestari Jaya IV

The progress of SLJ IV in the field during Q4 2009 was lower than expected. TFT could not
fully assist the forest, due to the continued global crisis, the internal repositioning of staff, and
unpredictability in extending the concession license.
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During a meeting with the BOD on 12 November, SLJ IV senior management stated that he
was still committed to go ahead with the full assessment for SLJ IV planned for 2010. In
response TFT suggested to undertake a desk top audit regarding the current situation and to
develop a strong activity plan to prepare for the full assessment in (potentially Q3) 2010. SLJ
IV suggested arranging 1-2 day workshop for key SLJ IV personnel, TFT and other key
stakeholders. TFT and SLJ IV had a constructive meeting on 9" December 2009 in
Samarinda, to discuss the following activities towards FSC achievement. Main tasks to be
completed in 2010 are:

1. Payment of the concession license fee;

Development of SLJ IV long term planning (RKU) document;
Conducting the mandatory IHMB survey;

Development of Environment Impact Assessment (EIA) documentation;
Conducting the concession border delineation;

Ensuring the logging contractor complies with the FSC requirement;

Man power fulfilment specific to key personnel and strategic jobs;
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Developing the Annual Logging Plan (BKT).

On 22" to 24™ December 2009 an audit and rapid assessment was conducted by an
external auditor facilitated by TFT. The assessment covered documentation, interviews with
respondents from SLJ IV, the contractor and local communities. The auditor issued
recommendations regarding rapid assessment concerning the AWP management and
recommended SLJ IV initial focus should be achieving FSC Controlled Wood.

4. Mondialindo Setya Pratama

There were four activities completed with TFT’s assistance in Q4 2009: 1) Audit visit by
Sarmi forestry officer; 2) RIL Planning and Operation; 3) Training for PSP; and 4) Health and
Safety socialization.

1. Audit visit by Sarmi forestry officer

This routine annual audit was conducted to assess the feasibility of the 2010 operational plan
(RKT 2010). The evaluation assessed reforestation activities; the field coordinates of the
2010 harvesting block using GPS; the planning and operational maps; the connection of
roads from the previous to the proposed block; the road trace, block borders and corners;
and the nursery. All activities passed the audit.

Picture MSP1. Selected pictures from the audit process

2. RIL Planning and operational training

RIL Planning and operational training conducted by Didik Prasetyo and Junaidi was provided
for 15 MSP participants. The training was conducted in two sessions; firstly a classroom
theory session and secondly practical field training. The module covered SFM socialization,
the reasons for RIL, RIL on felling, RIL on skidding, environmental and social consideration
in RIL, work efficiency and cost control in RIL; and RIL safety. Regarding RIL operational
aspects, TFT focused on detailed technical aspects with the felling and skidding operators.



Picture MSP2. Classroom session of RIL planning
and operational training conducted in Quefar office ,
followed by key persons and operators.

Picture MSP3. RIL operational training was conducted and demonstrated felling techniques, skidding
techniques, COC and safety aspects

The trial plot is compartment No. M-21 of RKT 2009. The RIL field training covered
reading/learning the operational map, identifying the harvestable trees, choosing the felling
direction, vine cutting, identifying the escape direction, determine felling direction and then
execution, bucking, topping, safety considerations in felling, and labelling the stump and cut
log (COC system on stump).

While skidding techniques covered the determination of landings and skid tracks, blading,
winching and de-winching techniques, wire rope hooking and releasing, establishing
temporary bridges when crossing small streams, closing up cross drains, and safety
consideration in skidding etc.

3. Training on Permanent Sample Plot (PSP)

PSP training was conducted on 9" November in Quefar camp and
was attended by nine MSP staff. The training covered site
selection, plot development techniques, topographic survey, plot
delineation, tree height and diameter measurements, species
identification, stem, crown shape and position evaluation. MSP is
committed to develop a PSP plot in February 2010 in the harvest
block of 2009.

Picture MSP4. PSP classroom training stressed the techni cal skill to
develop and maintain a PSP and its importance for An  nual Allowable Cut
determination.

Picture MSP5. The key steps of PSP; how to select the PSP plot, get accurate measurements of tree
diameter and height, evaluate tree quality, species identification and finally data processing and rep orting

4. Health and Safety

Occupational health and safety was socialized as an essential step to guaranty that the
logging operation and forest management areas are safe. MSP need to identify and create a
list of all working areas of potential hazards.

MSP should also equip all relevant staff/crews with PPE and protect all visitors, and install
traffic signals where appropriate. Other issues that need consideration include vehicle



availability for crew transportation and securing items during transport. During the
socialization, there was additional session on insurance cover to MSP personnel.

Picture MSP6. Safety is not the first concern of most logging operations in Indonesia. TFT is stressing to
projects the importance of implementing health and safety in their operations.

5. Manokwari Mandiri Lestari
1. Field inspection of BKSDA

MML has currently a legal problem as their logyard is located in Teluk Bintuni forest reserve
and has no legal status based on existing rules. MML should propose the legal status and
the option is for MML to move out from the area or treat as enclave from the forest reserve.

MML invited officers from BKSDA (Natural Resource Conservation Body) to check the
position of the logyard and other facilities and to evaluate the impacts of all activities on the
forest reserve from the 19" to 22" October 2009. MML should process the legal status, not
enlarge the area and decrease the operational impacts to forest reserve.

Picture MML1. MML logyard is located in Teluk

Bintuni forest reserve as verified by the Natural

Resource Conservation Body (KSDA) of
Forestry department.

MML activities in the forest reserve are loading/unloading/log stacking, loading to big barge,
Barge towing by tug boat, facilities in the forest include a log admin office; a fuel tank
terminal, a mess and a workshop.

2. RIL Operational training

RIL training for MML is in its second phase,
with the first phase already completed in
2008. The RIL training module has been
enriched by other relevant aspects, such as
back to stump COC, safety and GIS. The
training took place on 22" October 2009, in
base camp Km 16 of MML and was
attended by 7 participants.

Picture MML2. TFT is intensively conducting RIL tra  ining for the 2 nd phase while the 1 * phase was
successfully conducted in 2008 in MML camp.



Picture MML3. RIL practical training is very import ~ ant. The practical training is not only felling tec hnique,
but how to work with safety first, avoid and minimi ze waste etc.

Picture MML4. Felling operations are one of the hig  hest risks in logging. Choosing the felling direct ion,
cutting vines before felling and determining the es cape route for the operator should be considered
carefully.

Picture MML5. The key element of
RIL is how to maintain minimum
bulldozer movement, limit blading
below 15% slope, maintaining a skid
track of 4 — 4.5 meters wide. MML
has been able to maintain these
elements.

TFT reminded MML to focus on safety, minimizing logging waste and how to reduce and
minimize the environmental impacts of logging.

3. Installation of traffic signs and harvesting blo ck poles

MML is committed to all requirements relating to legality and safety aspects. MML has
installed marking poles, boards and other signals needed keep work practices inside the
forest, especially the roads, safe.

Picture MML6. MML installed all legally required mar  king poles and signs (distance markers, block corne r
poles, RKT boards), traffic safety signs etc.



Picture MML7. MML fulfilled the legal requirement b vy establishing the RKT 2010 map board.

4. Inspecting the heavy logging equipment and licen ces before harvesting time

This is a regular inspection before commencing the
annual harvest; all equipment is checked and verified
with the legal documents by a forestry officer.

Picture MML8. Forestry officers check the legality of licensed
logging equipment annually. They verified the equip ment type,
serial number, engine number, and current condition

Other issues to be checked include: the RKT 2010 harvesting block, borders, poles,
landings, logyard and logpond, the data records between 2009 target and actual production
volume; the progress of reforestation, environment management and monitoring impact,
community development program; as well as assessing the existing forestry skills among
employees.

5. MML sawmill

As a consequence of the gradual West Papua Governor’'s policy on exporting round logs
from Papua in 2012, MML has just built sawmill with 6,000 M® per annum production
capacity.

The sawmill construction is ongoing. Based on the Governor’'s policy, MML could still
transport as much as 40% of total AAC of Merbau from West Papua. The sawmill will be fully
running by mid 2010 and will process 60% of MML log production.

Picture MML9. Anticipating
the Governor's policy on
log export ban, MML has
built a sawmill located on
the  outskirts of  the
concession.



