TFT Q-3 Kodak Moment Report

Indonesia Program Issue 8: July — September 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:

=

DU & CI - Compared RIL with Conventional Logging , conducted HCVF pre-
identification and commenced HCV Social Assessment

MIM - Established RIL trial and conducted VLO in  ternal assessment

SLJ IV - Conducted RIL training with new logging contractor

MSP — Completed VLO pre-assessment by SmartWood

MML — Preparations for RIL trial establishment
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1. Dwimajaya Utama (DU) & Carus Indonesia (ClI)

Reduced Impact Logging (RIL) Activities

During the reporting period Cl completed the delineation of Compartment No. S30 and
continued solid progress towards improving harvest planning practices. A Pre-harvest
Inventory (PHI), including tree mapping, and a topographic survey were conducted
simultaneously. During the next quarter CI will continue to develop the harvest plan prior to
the commencement of RIL operations.
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Picture 1. The CI surveyor is measuring the slope by clinometer.
While the others are recording field data, preparin g recording
stakes.

DU successfully completed the harvest plan for RIL RKT 2009 (Compartment No K42 and
N41). Additionally DU has evaluated RIL operations against conventional harvesting in
Compartment No K42 and L41 respectively. A monitoring team comprised of four bulldozers
and four skidder operators, four chainsaw operators, three planning staff, and one
production foreman evaluated the two systems.



The evaluation team assessed each area against the following attributes:
o The logging impact on soil and o Productivity and production performance

vegetation rate
o Time frame 0 Logging waste efficiency and management
0 Man power productivity 0 Operating procedures
0 RIL team versus CL o Fuel, wire rope and other related
consumptions
o Cost efficiency 0 Environment impacts

DU is currently compiling the evaluation report.

Picture 2: TFT staff emphasise the importance of har  vest planning for RIL operation. All RIL
scenarios will be enclosed in harvest plan. Mr Yadi (TFT Staff) supervises the tree map (scale 1:2,000)
which will be overlaid with the topographic map.

Picture 3: Harvest operators discuss the
harvest plan map and compared it with
field situation. The harvest operators
evaluate felling direction, vegetation
disturbances, stump height, and log
waste

The red plate identifies a tree as
harvestable.

Skidding and data recording back in
camp

VLO Internal Assessment

With the aim of assisting both DU and
Cl meet VLO standards, TFT in
partnership with Dwima Management
conducted an assessment of the
existing procedures in August. The
following results were obtained;

Principle 1. Legal Right to Harvest
(PASS)

Principle 2. Approved Planning
Authorization (PASS)

Principle 3. Payment of Fees and
Taxes Required to Maintain Rights
(PASS)

Principle of Chain of Custody
(MAJOR): Dwima had not
conducted 100% pre-harvest
inventory and log marking from the
landing




Although the Chain of Custody Principle is a MAJOR issue, DU and CI should meet VLO
standards in the near future.

SWOT Analysis

During the reporting period TFT assisted Dwima Management to conduct a SWOT analysis.
The results of the analysis are presented below:

Strengths

Weaknesses

Opportunities

Threats

- Good commitment
- Good communication with

TFT and with local
community

- Good SFM coordinator

(Lasmari)

- Good capacity on GIS
operation

- Macro planning based on
real potency

- RIL versus CL

comparative study already
conducted

- The best TFT Balau

source
- Environment impact
monitoring has
commenced

Ongoing HCVF
identification

- All employee covered by
insurance

- All subject to BB as

contractor.

- Lack of manpower, 4

concessions under
managed by one
management unit

- No control in East part of

Dwima area (crossed by
big river).

- There is no concession
border with non forest land.
- VLO internal assessment

was MAJOR on COC
system. No clear logs
separation among 4
concessions.

- HCVF as input for macro

planning

- No customary claim from

Indigenous People

- Local community refused

palm oil development
initiatives

- Overlap with coal

deposit

- Shifting cultivation and

expansion and rubber
plantations

- Encroachment and

illegal logging in non-
forest area

- Provincial land-use plan

not approved by
Governor

- High road access, high

accident risk for all users
(4 forest concessions,
gold mine and local
communities)

Strategic Planning

Meeting with shareholder/owner to reinforce commitment
New staff recruitment, for planning, environment and social

Socialized SWOT analysis report and VLO assessment to Dwima BOD

High Conservation Value Assessment Activities

TFT in collaboration with TNC, Dwima and Cl Management conducted the HCVF pre-
identification and HCV-Social Assessment on the 16™ to 31 July 2009.

Picture 4: Intensive discussion using participatory
techniques in Tumbang Kanei village, upstream of Sa

assessment
mba River

HCVF pre-identification indicated the potential presence of the following in Dwima:
- Habitat of Orang-utan (Pongo pygmaeus), Sun bear (Helarctos malayanus), Clouded

Leopard (Neofelis nebulosa diardi) and Helmeted Hornbill Rhinoplax vigil), which are
all recognised as endangered species
Karst limestone forest area

18 species of Dipterocarps at risk of extinction (IUCN Red List)




The HCV Social Assessment identified important natural
resources to the culture of the local indigenous people
and discussed how to protect these resources so that
they remain accessible. In particular the assessment
focused on the area covering approximately 200 hectares
surrounding Dwima and CI concessions and upstream of
the Samba River. The assessment targeted 12 villages
totalling almost 3,500 people that will be provided the
opportunity to participate in the development of village
and resource management plans. The assessment also identified the presence of HCV-5
and HCV-6 in the village; both of which are important values to protect for the wellbeing of
local populations as well as being important culturally and traditionally.

Picture 5: The holy place for
praying and vowing to God

Picture 6: Thisis a
traditional chart
used to decide on
the timing of
activity, it is used
as guidance and
passed across
generations

Box 1: Local Communities of Samba River

Communities living in upstream Samba are mostly part of the Ngaju Dayak tribe,
speaking Dohoi and following Kaharingan's Hinduism, an ancient form of Indonesian
Hinduism. They are subsistent farmers, very dependent on natural resources, living on
shifting cultivation and depending on streams for transportation, on hunting, fishing,
panning for gold in the river and harvesting natural rattan. Their religion is based on
love and respect to others and for nature. They have long-established customs and
hereditary knowledge on area and village land uses. By tradition they exclude areas for
conservation purposes, and source traditional herbal treatments and medicines.

Statue in front of Tumbang Kanei village for protect ion from evil and other spiritual powers




All customary and indigenous knowledge will be documented and included in forest
management. Similarly customary areas of local people will be demarcated and included in
management planning.

Picture 7: Betang
customary house is
used for central
meetings, while the
river is used for
transportation, using
barging boat as
bridges for people,
motorcycles and
other materials

Environment monitoring

Dwima is monitoring the physical impacts of logging continually since 2008, specifically the
erosion rate. TFT is assisting monitoring and has helped to establish erosion beds to assess
erosion rates from operational areas. Water samples, lab and computer data processing,
and data reporting are routinely done. During the reporting period Dwima progressed to also
testing the tolerable soil loss (TSL).
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Dwima has also established wildlife protection sign boards at the
2008 and 2009 operational areas to assist in protecting wildlife
from hunting and fire.

Cl conducted similar activities during the reporting period to
Dwima, although CI current lacks the ability to process soall
samples. However Cl has been able to use equipment at Dwima
to conduct environmental monitoring. Cl has also be actively
monitoring water quality and impacts from harvest areas.

Picture 9: The Dwima
board for wildlife
protection or conserving
wildlife

Picture10: Measuring water quality and debit of Hah  oi River.
The river looks clear, the water not muddied by log ging
operations.

2. Mardhika Insan Mulya (MIM)

Reduced Impact Logging (RIL) Activities

MIM has been implementing RIL since 2008 and continued to do so in 2009 in Compartment
No A5, covering approximately 82 hectares. The RIL team consisted of two chainsaw
operators, two skidding operators, two surveyors, a controller and an assessor, all of which
supervised by TFT staff.

TFT provided a refresher RIL training to key MIM operational staff. The training culminated in
the establishment of a RIL trial plot. The refresher training and RIL trial plot establishment
was conducted over three weeks (July — August 2009). Good progress and improvements
were observed during the felling operation including:

Compliance with RIL timeframe

Good felling direction

Achievement rate of real production compared to harvest plan
Daily reporting

Usage of PPE (Personal Protection Equipment).



Picture 11: Refresher RIL training conducted by TFT staff with MIM operators and surveyors. Special
focus was given to RIL operation and monitoring & e valuation systems

Good performance was also demonstrated by skidding operators on several aspects:
Compliance on using harvest plan map
Good technical skill on minimum blading and skidder track construction
Demonstrated winching and keeping machines on tracks.

However some aspects need to be improved, such as:
Using the harvest map
Minimizing logging waste
Closing up operational areas (cross drain development)
Labelling the tag plate for cut logs after felling

Picture 12: (From left to right — above): Helper is hooking, skidding, and operator reading harvest
map during operation, good skid track without bladi ng. (From left to right — below): building a
proportional landing, minimum skid track width, win ching system to avoid soil disturbances, and
feller insert first cut on tree as low as possible to minimise log waste.

Block Delineation and Pre-harvest Inventory

MIM started block delineation and pre-harvest inventory for RKT 2010 in July 2009 and is
working hard carrying out this activity.

Concession boundaries

During Q3, MIM delineated concession boundaries with neighbouring concessions, such as
PT. Belantara Pusaka, PT. Troyana, PT. Aditya Kirana Mandiri and PT. Wana Bhakti
Persada Utama. Field delineation was conducted by a Department of Forestry accredited
consultant. Total length of boundaries is:

PT. Karya Lestari : 23.75 Km
PT. Troyana 175 Km
PT. Aditya Kirana Mandiri and © 24.25 Km
PT. Wana Bhakti Persada Utama :  5.00 Km
Total . 54.75 Km

VLO Socialization and Assessment



VLO socialization conducted by Kuntiyadi was followed up by MIM staff members i.e. Tedi
Kusuma (Forest Planning Head), Suharso (Admin Head), Cecep AJ (Log admin staff) and
Sudirman (Log Scaler). Based on field verification, VLO performance is as follows:

Principle 1. Legal Right to Harvest (PASS)

Principle 2. Approved Planning Authorization (PASS)

Principle 3. Payment of Fees and Taxes Required to Maintain Rights (PASS)
Principle of Chain of Custody (MAJOR): MIM didn't conduct 100% pre-harvest
inventory and has no COC from landing.

Some recommendations for MIM are:
Conduct a pre-harvest inventory in the entire compartments
Implement COC system from landing
File archives/evidences/bills currently unavailable in the Berau office and camp

3. Sumalindo Lestari Jaya IV

Picture 13: TFT staff
(Kuntiyadi) socialized RIL to
SKJ crew and some SLJ staff.

As a result of the current staffing situation at

SLJ IV monitoring and

operations at SLJ IV are lacking and are in

need of improvement.

Due to the prevailing financial crisis during the reporting
period SLJ IV made limited progress. In fact SLJ IV placed the
majority of staff on leave, limited operations occurred and all
aspects of the Annual Work Plan were postponed.

SLJ IV received its harvesting license for 2009 in June, and
took on SKJ as a new harvesting contractor. TFT emphasized
to SKJ the importance of implementing RIL. SKJ agreed to
implement RIL and declared commitment to FSC standards.

TFT conducted RIL training in August with SKJ staff and crew,
including chainsaw and skidding operators, operational head
and foreman in base camp. All participants enthusiastically
joined the training.

The training module covered RIL, road construction, COC,
OH&S, and field operation.

Picture 14: Good skid track with minimum
width and forest stands maintained

properly

evaluation of




Picture 15: SLJ IV still committed to
implement full COC, all logs are nailed
by red tag plate and barcode to
identify tree

4. Mondialindo Setya Pratama

The following key areas were progressed during the quarter:

1) VLO pre-assessment visit by SmartWood;

2) Developed harvest planning survey for compartment no. M21;
3) Building camp infrastructure;

4) Demographics of Pantai Timur sub district.

VLO Pre-assessment visit by SmartWood

The SmartWood Team (SW) consisting of lwan Kurniawan and Daniel Roland visited the
MSP forest to conduct a VLO pre-assessment.

Picture 16: Daniel Roland (red hat)
checking the log marking,
measurement of Merbau logs
accompanied by MSP scalers. All
logs information were marked on the
log crosscut and stacked/piled. There
was no classification of log pile,
species, cutting period, size and
freshness.

The SW team came to MSP camp on 15th July 2009 and conducted the field orientation and
verification of documents. The overall VLO summary based on TFT observation were:

MSP was not ready for document completeness

MSP was not ready with SOPs, organization chart

MSP require improvements in COC procedures and log marking

Harvest Planning survey

MSP have completed planning and establishment of RIL trial plots in Compartment No M21
and M23. With the assistance of TFT a harvest plan has been developed and the RIL trial
will be implemented in November.



Picture 17: Surveyors measuring the long distance, b rushing the skid road plan and marking it on
the trees

Camp Infrastructure building

Camp facilitates are currently under construction including a mess hall for the mangers,
which will be followed by a workshop and mobile camp for operational crews. Unfortunately
construction has been delayed due to an outbreak of malaria among construction workers.

Picture 18: MSP is building some other camp facilitie s such as mess for manager level and
staffs and security post, located in Quefar camp.

Camp structures already built include the main office, mess hall for workers, warehouse,
workers quarters, and the installation of water and electric infrastructure.

Demographics data of West Pantai Timur sub district

To complete social data collection, MSP and TFT staff visited the West Pantai Timur sub
District Government Office. During the visit MSP was unable to obtain information about the
demographics of local populations in and around MSP due to the absence of the District
Head.

Picture 19: Office of Takar village (left), new offi ~ ce of West Pantai Timur district
(middle) and TFT staff discussing s ocial aspect s with district staff.




5. Manokwari Mandiri Lestari (MML)

Harvest Planning

As a step towards complete RIL operations, MML conducted a harvest plan survey to
identify the ideal area, exploitable trees and how best to reduce environmental impacts. The
harvest plan included developing a tree location map, selecting skid trail location, and
selecting landing positions.

Picture 20: Surveyors
read the tree and
topographic map and
verified to the real
terrain observe and
evaluate tree position.

The skid road plan was marked by yellow ribbon in the forest, with each skid trail coded by
an alphabetic numeric code, for example: E1, E2, E3 and so on.

Picture 21: Operators learn the code of skid trail plan by looking for the yellow ribbon code. The
ribbon will guide them to exploitable trees and the best choice of terr ain.

Conducting the IHMB (Periodic Holistic Forest Inven tory)

IHMB is a new government regulation for concessions to meet. The purpose of the IHMB is
to assess timber availability of the whole forest area by conducting a timber inventory. The
inventory is divided into three forest classes;

0 Logged forest 0-5 years ago

0 Logged forest >5 years ago

o Primary forest (absence of previous logging)
The inventory typically measures two plots in each forest class to determine the available
timber volume.

VLO & SVLK Assessment and SWOT Analysis

TFT conducted assessments against VLO and SVLK (Wood Legality Verification Standard)
on 17 — 25 August 2009 and followed up with a SWOT analysis of current MML forest
practices. The purpose of these activities was to determine the readiness of MML to undergo
a legality assessment against national and international standards. As a result of the
assessment and analysis MML is currently not in a position to meet the required standards.




Regarding VLO verification, MML failed on COC
implementation, in particular the logs could not be
traced to the compartment. However, all legal
requirements are fully fulfilled. Regarding SVLK, there
are shortages regarding environment impact
management and monitoring.

The MML-VLO assessment results are as follows:
Principle 1: legal right to harvest (PASS),
needs improvement on harvest plan
information map
Principle 2: approved planning authorization
(MAJOR), need clarification from MML and
Forestry province about the annual harvest
wide (Ha) quote is higher than approved macro
planning (RKUPHHK) book.

Principle 3: payment of fees and taxes required
to maintain rights is PASSING.
Principle of Chain of Custody: (MAJOR) as

MML could not demonstrate the t|mber traceability to forest compartment.

Legality documents, regulations, SOPs and archives are complete.

Picture 22: MML is tagging logs at
landings but not the stumps to
comply with CoC requirements.

While the SVLK assessment as National Legality Standard results are as follows:
Principle 1: FMU security and right to harvest, (MINOR)
Principle 2: Fulfil the harvest system and procedures, (MAJOR)
Principle 3: Fulfil the environment and social aspects related to harvesting, (MVAJOR)
finding regarding the field evidence of environment management and monitoring
implementation

MML current situation is shown on the SWOT Analysis are shown below.

Strength Weaknesses Opportunities Threats

- Long term FMU permit - Five expatriates - TFT s supports - Disharmony

- Dominantly Merbau (Malaysian's Chinese), | - HCVF area communication with
species hide in formal . South part border with indigenous people (big

- All season shipment

- Short distance hauling
(30 Km)

- Strong financial capacity
- Captive market to Seng
Fong

- MML forest claimed as
customary land and
divided fairly by local
community

- Lack of

organization loggers
manpower
capacity

- Annual employment

contract and high
labours turnover

- No labour insurance
- Under paid (below

regional minimum
wages standard)

Teluk Bintuni forest
reserve and East part
with protected forest.

- MML rich in Papuan

endemic wild flora &
fauna, especially birds

problem by MML)

- MML is crossed by

public district-provincial
roads (17Km)

- Morale hazards of

forestry officers and
other government
institutions (police,
army, marine).



