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Foreword
This report presents a review of progress in meeting the wood mobilisation challenges
outlined in the 2015 report Mobilising Ireland’s Forest Resource.

In the interim two key pieces of work have been completed, which provide further
insight into future wood supply and demand on the island of Ireland, namely the All
Ireland Production Roundwood Forecast 2016-2035 and an accompanying document
to this report: Wood Supply and Demand on the Island of Ireland to 2025.

The COFORD Wood Mobilisation and Production Forecasting Group has carefully
worked through the recommendations in the 2015 report. Significant progress has
been made in some areas, but the review has identified that a number of regulatory and
investment challenges remain. These must be addressed in a coherent and planned
way to realise the undoubted potential that exists to effectively double wood harvest
over the next two decades: the roundwood forecast anticipates that production on the
island will double from the current 4 million cubic metres to close to 8 million cubic
metres by 2035. Almost all of the increase is forecasted to come from privately owned
forests in the Republic of Ireland, largely established over the past three decades.

Through the work of the COFORD Council the forest sector must continue in its
endeavours and gather the evidence and argue its case forcefully and effectively
to enable measures that will mobilise the available wood resource. Realising the
economic potential of increased harvesting will also require feedback from monitoring
of the levels of harvest (supply) and demand, and how these relate to the All Ireland
Roundwood Production Forecast 2016-2035.

Ireland has a dynamic, fast growing forest sector and modern, efficient sawmills which
have all developed on the strength of a near 10-fold expansion in forest cover achieved
since the 1920s. Demand by indigenous industry on the island of Ireland for forest
fibre remains strong, and already exceeds the capacity of state and private forests to
meet it. Future demand is set to significantly expand in a range of sectors. Looking to
the sawmilling sector, demand is forecast to outstrip indigenous supply by 0.7 million
cubic metres by 2020, but is expected to come into balance by 2025, on foot of the
increasing level of supply. Substantial increases in demand are also predicted for
the wood-based panel and wood energy sectors, especially on the energy side. The
prediction is that demand by the WBP sector will be met in full by indigenous supply in
the period up to 2025.

The wood energy sector is however a different story. Based on demand side work
undertaken by the Sustainable Energy Authority of Ireland (SEAI), and by COFORD,
and as outlined in the Wood Supply and Demand on the Island of Ireland to 2025
report that accompanies this document, the wood energy supply gap in the Rol could
be upwards of 1.4 million cubic metres by 2020, increasing to 2 million cubic metres
by 2025. And while an increase in the level of harvest to meet wood energy demand
is forecast, there is likely to be a need for sizeable wood energy imports to fill the
anticipated supply gap

All supply/demand scenarios are predicated on a suitable price point being available
to the grower from the energy market, minimal external shocks such as a hard Brexit
and, above all, mobilising the indigenous wood resource. It is clear that a balanced
approach to the development of the island’s wood resource is required, along with a
concerted and sustained wood mobilisation effort, allied to State and private sector
investment. In order to achieve these goals the sector needs to maintain a strong
focus on the wood mobilisation issue and continue to address the recommendations
in this report, and other issues which will inevitably arise in the future.

Mike Glennon
Chairperson, COFORD Wood Mobilisation and Production Forecasting Group

Michael Lynn
Chairman, COFORD Council
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Summary of challenges ahead and recent achievements

Demand by indigenous industry for forest fibre on the island of Ireland already exceeds
the supply capacity of state and private forests (COFORD Wood Mobilisation Group
2018). Despite the forecasted near doubling of roundwood output on an all Ireland
basis from 3.95 million m?in 2017 to 7.86 million m*® by 2035, an existing supply deficit
is likely to substantially increase over the period up to 2025 and beyond, with wood
energy demand being a key driver. A significant feature of the forecasted supply is
that almost all of the increase is forecast to be from privately owned forests in the
Republic. However, as indicated in the Wood Supply and Demand on the Island of
Ireland to 2025 report, significant imports of wood energy and other assortments will
be necessary to meet projected demand. To aid in interpretation this document should
be read in conjunction with the accompanying Wood Supply and Demand on the Island
of Ireland to 2025 report, which provides further insights on likely future wood supply/
demand balance.

Ensuring a balanced approach to the development of the island’s wood resource to
best meet the needs of the processing and energy sectors will be a key challenge,
allied to the need to maximise the supply from indigenous wood sources.

A key issue that the COFORD Wood Mobilisation and Production Forecasting Group
(CWMPFG) has addressed was how to remove barriers to indigenous wood mobilisation
which were identified in the 2015 COFORD publication Mobilising Ireland’s Forest
Resource (COFORD Wood Mobilisation Group. 2015), in order to enable forecasted
wood supply to be achieved and exceeded. This report outlines the level of progress
achieved by the forest sector at large.



Achievements — recent measures put place in support of wood
mobilisation

Over the past three years since the 2015 COFORD report, good progress has been
made in supporting increased levels of wood mobilisation including:

1. the All Ireland Roundwood  Production Forecast 2016-2035
(Phillips et al. 2016) and the associated online GIS portal.

2. the commencement of the Forestry Act 2014 which has inter alia:
* introduced a single licence process for tree felling;

» established a statutory objective to ensure that every felling licence is
determined within a period of 4-month;

* made statutory provision for the introduction of Forest Management Plans
(FMP) which is also designed to streamline long-term felling licensing

3. the high earners income restriction has been removed from forestry profits
and income from the occupation of commercial woodlands is exempt from
income tax.

4. the Forestry Programme 2014-2020 provides for 690 km of forest roads to be
built. Additional recent scheme changes include grant aid assistance provision
for special construction works in environmentally sensitive areas, along with
bell-mouth allowances onto public roads.

5. the mid-term review the Forestry Programme 2014-2020 provides for:
- Increase of 2% in establishment grants for GPCs 1 - 3
- 7% increase in grant and 5% increase in premium for GPCs 4 -10
- Increase of 2% in premium for those who plant over 10 ha.

- The minimum mandatory requirement per site will increase from 10%
to 15% broadleaves

- Agro forestry and forestry for fibre increases
- Support for continuous cover forestry for the first time
- New forest deer fencing and tree shelter scheme

- Increase in fencing cap across all GPC’s from 120 m to 140 m per
hectare

- anincrease in allowable road density from 20 m/ha to 25 m/ha.

- The Woodland Improvement Scheme (WIS) will now be opened up to
non grant aided broadleaf forests and all broadleaf mixtures that meet
the required eligibility criteria.

- In addition to a WIS 1t grant of €750 /ha, all eligible broadleaf forests
will now be eligible for a 2" thinning grant of €500 /ha.

6. the establishment and roll out by the Forest Service of the Department of
Agriculture food and the Marine (DAFM) of a Knowledge Transfer Group
Scheme.

7. establishment of two certification groups for private forest owners.

8. the launch of the specially commissioned Forest Service Felling Decision Tool
providing information to forest owners on the optimum time to fell their forest.

9. the availability in the public domain of wood price information through the
ITGA/UCD compiled Wood Price Quarterly, the IFA quarterly timber price
reports and other sources.



10.

1.

12.

Coillte’s decision to allow insured third party trainers and machine operator
trainees to train on Coillte lands, free of charge, which facilitates training in
chainsaw felling, processing trees and windthrown areas to City & Guilds/
NPTC Level 3 standard.

the announcement in December 2017 that a Support Scheme for
Renewable Heat is being introduced after securing Government approval.

the work of Teagasc in providing advice to growers regarding thinning and the
highly successful Talking Timber events, which also bring together growers
and those buying roundwood.

Challenges ahead

However, significant short- and medium-term challenges remain to the mobilisation
of the Rol roundwood resource, not least the need for continued effort to streamline
regulations and for continued public and private investment on infrastructure and
technology. It is therefore imperative that the following outstanding mobilisation
challenges, which summarise those in the main body of the report, are addressed
over the short to medium term:

Short term

1.

Public road network

There is an urgent need for increased investment by Local Authorities in the
local road network to facilitate wood transport to the end user. Allied to this
investment is the need for a planned and continuous engagement with Local
Authorities on preferred wood transport routes and related technologies and
systems for road haulage. The valuable work being done of the Forest Industry
Transport Group in this area needs to be augmented, and adequately resourced
by both state and private players.

. Forest road entrances

The single Consent System for forest road entrances under the aegis of DAFM
needs to be introduced as a matter of urgency. The present arrangement
whereby forest owners are required to receive planning approval for new forest
road entrances from the relevant Local Authority is acting as a barrier to wood
mobilisation.

Lack of engagement by some forest owners in managing their forest
enterprise

The lack of active engagement by some forest owners in the management of
their enterprise is a concern. To address this issue there is a need for continued
awareness raising and encouragement and engagement from DAFM and
industry, and for strong demand for all wood species and assortments. The
development of forest owner knowledge and skills through peer-to-peer learning
to foster forest management culture will also help in this regard.

Medium term

1.

Maintaining strong roundwood demand in the context of Brexit

Given the UK is and will continue to be, by far the dominant market for
Irish wood products the implications of Brexit on exports, and ultimately on
roundwood demand and mobilisation, could be serious for the forest sector as
a whole. On the supply side, the risk associated with Brexit includes possible
changes to trade and logistic arrangements which could restrict roundwood
flow. In particular, any revision or transitional Plant Health arrangements could
significantly impact the movement of roundwood into and within the island of
Ireland from a post Brexit UK.



2. Certification

Few privately owned forests are currently certified under the voluntary Forest
Stewardship Council (FSC) or the Programme for the Endorsement of Forest
Certification (PEFC) schemes. As the level of supply from the private sector
increases, the lack of certification is likely to become a barrier to wood sales and
mobilisation. Costs of voluntary forest certification are also an issue for private
forest owners, and certification bodies need to be conscious of this when setting
charges. It is essential that the work initiated in discussion groups, knowledge
transfer and forest certification groups be scaled up to remove any potential
mobilisation issues due to market barriers arising from a lack of certification. All
industry stakeholders have an important role to play in this regard.

3. Felling licence system and forest management plans

Significant progress has been made over the past number of years in the time
to process and decide on felling licence applications. Further enhancements
are likely to be needed as the volume of applications increases in the coming
years, including linking licensing to approval and implementation of forest
management plans.

4. Common Agricultural Policy — post 2020

In November 2017, the European Commission presented a communication
outlining ideas on the future of food and farming (European Commission 2017).
The communication followed a consultation process on the future of the common
agricultural policy (CAP), in order to better understand where the current policy
can be simplified and modernised. Draft CAP proposals were published by the
European Commission on the 1st June 2018. These documents will form the
basis of the next forestry programme and will also influence the new guidelines
on State aid in the agriculture and forestry sectors. It is essential that Ireland
effectively engages with the European Commission and the Council to ensure
that provisions are in place to adequately support a wide range of measures.
These should include further expanding the forest resource and longer-term
wood supply, the emerging bioeconomy, and continued grant aid support for
forest road construction and broadleaf management. The provision of grant aid
for appropriate equipment for use in small scale harvesting and areas of low
ground bearing capacity also merits consideration. Finally, initiatives to create
local wood markets need to be encouraged, especially where barriers, such as
the cost of road haulage to market exist.

5. Wood energy

The new Support Scheme for Renewable Heat and a consequent likely increase
in wood energy demand may lead to added pressure on the supply of small-
sized roundwood for fencing and wood-based panel manufacture.



Section 1

1.1 Group objective and terms of reference

Objective
The group’s overall objective was to stimulate wood mobilisation to meet or exceed
production forecasts, taking into account national renewables policy.

Terms of reference
1. Review and report on recommendations contained in Mobilising Ireland’s Forest
Resource, published on the 4 March 2015, including rotation length practices.

2. Review and report on roundwood forecasting systems and outcomes, including
actual and forecasted harvest levels. Promotion of the national forecasting
system and the associated spatial tool.

3. Review and input to national renewables policy and the development of
measures such as the Support Scheme for Renewable Heat — and the need for
a balanced approach between energy provision and raw material for board and
sawnwood manufacture.

1.2 Work process, report compilation and structure

The work reported here arises from an appraisal by the CWMPFG of levels of progress
made in addressing the recommendations in the 2015 report Mobilising Ireland’s Forest
Resource. It is to be read in conjunction with the group’s accompanying wood supply/
demand report: Wood Supply and demand on the island of Ireland to 2025. Other
mobilisation issues which have arisen since the 2015 report were also addressed by
the group and are referred to further on.

The CWMPFG work was undertaken over the course of four meetings in 2016 and ten
in 2017 under the auspices of the COFORD Council. The COFORD Council for Forest
Research and Development is a representative body from the Forest Sector in Ireland.
The Council advises the Department of Agriculture, Food and the Marine on research
and developmental issues.

The main focus of the work was tracking the level of implementation of the
recommendations in Mobilising Ireland’s Forest Resource, along with addressing new
issues at national and industry levels related to roundwood and fibre mobilisation.

The recommendations from the mobilisation report were clustered into thematic areas
to facilitate an efficient review and to allow cross referencing, with an additional cluster
added to address medium term policy challenges:

. Cluster 1: Impacts of felling practices and rotation lengths on future
assortment availability, resource optimisation and forecasting, provision
of harvest information

. Cluster 2: Renewables policies and measures, mobilisation and
potential competition for fibre

. Cluster 3: Felling licences, planning permission for forest entrances
and forest roads

. Cluster 4: Coillte resource, and broader road haulage and transport
technology

. Cluster 5: Information and advice relevant to private woodland owners

and others on wood mobilisation, taxation

. Cluster 6: Training and research



. Cluster 7: Voluntary forest certification and chain of custody,
environmental designations and procedures

. Cluster 8: Medium-term policy challenges for mobilisation arising since
the publication of Mobilising Ireland’s Forest Resource in 2015.

The need for a balanced approach between energy provision and raw material for
board and sawnwood manufacture also remained a key focus of the group.

Where applicable, the responsibility for delivering recommendations was attributed
to specific bodies in order to facilitate implementation and the future monitoring of
progress.

The level of implementation, expected date of completion and an associated narrative
has been included for each recommendation.

A small number of additional recommendations were added following discussion.
Likewise, some of the priority ratings were changed; these are noted under the cluster
reports.

Most of the section headings from the mobilisation report were reworded to better reflect
issues raised and discussed at meetings over the course of the CWMPFG’s work.
They also reflect the availability of new information from the All Ireland Roundwood
Production Forecast 2016-2035 (Phillips et al. 2016) and the group’s Wood Supply
and Demand in the Island of Ireland to 2025 report (COFORD Wood Mobilisation
Group 2018).

The priority rating system for the recommendations remains unchanged from the 2015
report:

Priority 1:  Critical for cost effective and efficient wood fibre mobilisation up to
and beyond forecast levels, and for State and industry planning and investment, for
implementation before the end of 2015

Priority 2:  Essential for cost effective and efficient wood fibre mobilisation up to and
beyond forecast levels, for implementation over the period 2015-2016

Priority 3: Desirable for cost effective and efficient wood fibre mobilisation up to
and beyond forecast levels, for implementation over the period 2015-2016.

1.3 Overview of recomendations progress from Mobilising Ireland’s Forest
Resource

Of the 44 recommendations in the mobilisation report, the group found that:
« fifteen had been completed,
+ four were near completion,
« twenty one were in progress,
* two had yet to be initiated, and
» two recommendations were deemed to be no longer applicable.

Of 28 Priority 1 recommendations, thirteen were completed, three are near completion,
nine are in progress, 2 are yet to be initiated and one was deemed no longer applicable.
It should be noted that all recommendations classified as “in progress” relate to ongoing
initiatives that have been established.

As referred to earlier, the group has updated the roundwood supply/demand balance
for 2020 and 2025, largely based on the methodology used to compile Annex 1 in the
2015 report. This update is contained in the group’s report Wood Supply and Demand
on the Island of Ireland to 2025.



Section 2

Cluster reports

Cluster 1: Impacts of felling practices and rotation lengths on future
assortment availability, resource optimisation and forecasting, provision
of harvest information

Among the important issues in this cluster is the anecdotal evidence of a trend in early
felling of stands well in advance of the age of maximum mean annual increment and
in advance of the reduced rotations used in the All Ireland Roundwood Production
Forecast 2016-2035. This practice can result in a 20-30% reduction in the yield of
higher value wood assortments. While growers may be availing of high prices in the
market, stands felled at these ages are unlikely to be providing the maximum financial
return on either a discounted cash flow or internal rate of return basis. To address this
issue information is now available to growers on the financial implications of rotation
length choice with the Forest Service Online Felling Decision Tool (Figure 1). Shortened
rotations will also reduce the level of sawlog-sized material coming available to the
market in the medium to longer term.
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Figure 1.Screen shot from the DAFM (Forest Service) Felling Decision Tool.

| gp—
7 P amd the Merien Forest Service Felling Decision Tool
) Ta'mbaocha
Bia agus Mass
Species Sika Spruce v
Yield Class 24 v
Rotation Type Mean Tree 0.5m3 v
Management Prescription 3 Thin v
Timber Prices 5 Year v
Discount Rate 4% v
=3
Age Top Net Thin Net Loss / % Value Average Net Discounted
Height Revenue Clearfell Gain Increase Tree (m3) Clearfell Revenue
(m) PrecClearfell Revenue (&nha) Volume (€na)
(€/ha) (€ha) (m3ha)
19 121 €209 €1,275 £11,166 0.100 172 €505
20 128 €0 €1.434 -£11.007 12.5% 0.140 143 €754
21 13.9 €0 €1,832 210609 271.8% 0.160 1% €03
22 143 €0 €2,635 £9 806 438% 0.180 188 €1.211
23 15.0 €442 €3,450 £8,981 IN3I% 0.210 212 €1,503
24 157 €0 €5,555 £6.836 60 5% 0270 184 €2 446
25 16.4 €0 €7,255 £5,186 306% 0.300 207 €3.000
26 171 €0 €9,098 £3343 254% 0.340 230 €3,560
27 178 €1,387 €10,731 €1,710 17.9% 0330 254 €4,000
28 185 €0 €10,902 £1.53% 1.6% 0470 226 €4 395
€12 441
30 198 €0 €13.834 €1.393 11.2% 0.580 273 €5.025
K3 205 €0 €15,355 €2914 1% 0640 2% €5.312
a2 211 €0 €16873 €4.432 9.9% 0630 319 €5,569
33 218 €0 €18 501 €5 060 96% 0.750 343 €5831
34 224 €0 €20.357 €7.916 10% 0.810 3665 €6,125

Figure 2. Use of the GIS Portal for the generating local forecasts based on the All
Ireland Roundwood Production Forecast 2016-2035.
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Road investment, timber haulage and transport technology

The All Ireland Roundwood Production Forecast foresees a near doubling of
harvest over the period up to 2035, to 7.86 million m3, with almost all of the increase
forecast to come from the private sector in the Rol, and primarily in the larger sized
assortments. Investment will be required to maintain and upgrade the county road
infrastructure to bring the forecasted production to market. Close engagement is
required between relevant Local Authorities and all the elements of the forest sector,
including DAFM (Forest Service), processors, Coillte, forest owner groups and
forestry companies, to mobilise production potential. The Forest Industry Transport
Group (FITG) fulfils a necessary role in enabling interaction between the forest
sector and the regulatory authorities regarding roundwood transport. However,
there also needs to be sustained and formal engagement between DAFM and Local
Authorities on potential future levels of harvest to develop the national regulatory
system and infrastructure investment, principally in roads. Engagement should
include providing GIS-based information on the location of all forest areas, as well
as county-level forecasts of wood production, as they become available from the
national roundwood production forecast. This work should enable better planning,
and support the case to central government for greater investment in county road
infrastructure

Coillte has been engaged for a number of years with Local Authorities in the
development and implementation of agreed haulage routes. These are designed to
avoid and reduce the risk of road damage. Practice in Northern Ireland has not been
to agree/designate routes but to recommend certain routes.

The Forest Industry Transport Group (FITG) publication Managing Timber Transport
- Good Practice Guide proposes four categories of routes ranging from unrestricted
to excluded (“routes currently unsuitable for timber haulage vehicles, unless
substantial engineering works are carried out”).

The level of private forest establishment over the past three decades and the
consequent increase in the level of harvesting bring the issue of recommending/
designating haulage routes into sharper focus. Since 1980 over 29,000 plantations
have been established in the private sector by 22,000 individuals, with an average
size of 8.8 ha. The size and dispersed nature of these areas presents logistical and
economic challenges in mobilising supply.

The CWMPFG has considered the concept of designated roundwood haulage
routes in depth, particularly in relation to the private sector forest resource. While

it may have some merit, how it could be applied to private sector forests, given

their dispersed nature and relatively small size is open to question. Nevertheless,
the Group is supportive of the pilot scale work of the MARTT project' on preferred
routes. Involvement and buy-in from grower organisations in any future development
of this work is essential.

' Some proposed timber access routes were generated in the MARTT project, a DAFM funded project. MARTT
was tasked with developing a digital map that would route timber trucks from forest compartment to the
destination mill (or biomass plant) in a safer, sustainable and more fuel-efficient manner. While the project was
useful it lacked sufficient road characterisation data to develop a comprehensive proposal on preferred routes.
See main text for further elaboration.
https://www.agriculture.gov.ie/media/migration/research/cofordprogramme/
finalreports/7FinalReportMARTT070917.pdf
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Section 3

3.1 Synthesis of recommendation narratives and general discussion of
wood mobilisation issues

The challenges of wood mobilisation on the island of Ireland are set against a backdrop
of an existing wood supply deficit, which is set to increase up to 2025.

In 2016, 34% of the roundwood used in the Republic of Ireland was used for energy
generation, mainly within the forest products sector. At a national level, the policy
drivers on the renewables side are the National Mitigation Plan (DCCAE, 2017) and
the EU renewable energy targets, and in particular the 12% target for renewable heat
provision by 2020.Based on work undertaken by the Sustainable Energy Authority of
Ireland (SEAI) and the CWMPFG, the annual supply gap in energy wood in Rol by 2020
could be upwards of 1.4 million m?® by 2020, and 2 million cubic metres by 2025 (see
Wood Supply and Demand on the Island of Ireland to 2025). In terms of the traditional
forest sector industries, the prediction for sawlog supply on the island is to continue in
deficit up to 2020, reaching over 0.7 million m3 per annum, or in round numbers, the
annual intake of two large sawmills. After 2020, the sawlog supply/demand deficits are
expected to ease, notwithstanding assumed further increases in sawlog demand, so
that by 2025, the prediction is that an annual sawlog harvest of over four million cubic
metres will be sufficient to meet demand on the island.

In terms of the mobilisation challenge, considerable progress has been made since
the 2015 report was launched including:

. the new All Ireland Roundwood Production Forecast 2016-2035 and the
associated GIS Portal,

. enhanced efficiencies in dealing with felling licence applications,
. ongoing and enhanced forest road funding,

. revision to the tax treatment of profits from forest ownership in Budget
2016,

. roundwood price information being provided to the public domain,
. knowledge transfer and forest certification group projects,

. increased wood availability from formerly constrained areas in the Coillte
resource, and

. an excellent programme of advice on woodland management and wood
sales from Teagasc aimed at all private growers.

However, based on the narratives on the recommendations and further reflections by
the CWMPFG significant short and medium term mobilisation challenges remain (see
Table 1 and the text following the table).

The wood supply deficit identified in Wood Supply and Demand on the Island of Ireland
to 2025 is likely to substantially increase over the period up to 2025 and beyond,
with wood energy demand being a key driver. Ensuring a balanced approach to the
development of the island’s wood resource to best meet the needs of both the wood
processing and energy sectors will be a key challenge. Imports of wood energy are
likely to increase substantially and at the same time maximising the utilisation of
indigenous wood sources will be critical. The most significant feature of the forecasted
supply is that almost all of the increase will originate from privately owned forests in
the Rol.
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Table 1.Summary overview of current and future challenges to wood mobilisation.

Short-term challenges Medium-term challenges
Public road network investment Brexit
Regulatory environment Voluntary forest certification
Forest owners’ engagement in managing their Felling licence system and forest management
forest plans
Common Agricultural Policy — Post 2020
Wood for energy

3.2 Short-term challenges to wood mobilisation

Investment in the public road network

Ongoing investment and upgrading of the county road infrastructure is vital to enable
wood mobilisation from private sector and public forests. Due to the dispersed nature
and small average size of private forests upgrading of local roads is a particular priority.
While the 91,000 km of regional and local roads, twice the European average, will
always present a funding challenge, the current level of funding is not adequate to
even maintain the network. These roads carry around 54% of all road traffic and are
therefore very important to the Irish economy and society as a whole (DTTS 2017).
Despite the Capital Plan 2016-2021 allocating €6 bn for roads, €4.4bn is to cover
depreciation costs. While the 2018 regional and local roads allocation has increased
to €417 m, up from €324 m in 2017; it is still 31% below the 2009 figure of €607
m. While the infrastructural deficits and bottlenecks on most main public roads have
largely been addressed, it is clear that regional and local roads need substantially
more investment over the coming decade. It is estimated that an annual allocation of
€580 m is required just to maintain the present regional and local road network. The
National Development Plan 2018-2027 (DPER 2018) launched in February 2018 falls
short of this minimum, with an allocation of €4.5 bn over the 10 year period.

Regulatory environment

The recommendation on the consent system for forest entrances was for DAFM to
be the sole authority in this area. The lack of a single authority has, many believe,
impacted on the wood mobilisation from private plantations. It has been estimated
that for every 10 km of new forest road 20,000 m?® of roundwood can be harvested
in first thinning. If the roads are not constructed the mobilisation rate will not reach
the forecast, with knock on effects down the line. Commencement of the new single
consent system is expected in the short term.

Forest owners’ engagement in managing their forest

Since grant aided private sector afforestation rapidly expanded in the early 1980s
almost 300,000 ha have been planted to the end of 2016. However, there is a concern
that the actual potential supply available in the private sector will not reach the level
envisaged in the All Ireland Roundwood Production Forecast 2016-2035 due to the
lack of engagement by a cohort of forest owners in managing their forest.

In line with national policy and good forest practice, DAFM, Teagasc and public and
private bodies are actively encouraging private forest owners to thin their forests
in order to add value to State and owner investment, and for raw material supply to
industry. Evidence to date is that levels of thinning in the private estate have been
close to forecast, apart from a falloff in 2016 (see Wood Supply and Demand on the
Island of Ireland to 2025). However, the forecast predicts a rapid expansion in private
roundwood supply over the coming decade, and it is to this mobilisation challenge that
many of the recommendations in the 2015 report were addressed. The performance,
across the forest sector, in meeting the recommendations is monitored in this report.
While the scorecard is generally favourable and levels of harvest are at overall record
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levels, the challenge will become more onerous over the coming decade when private
sector supply is forecast to increase more than threefold to reach 3.3 million m?3 in
2027. It is necessary to point out that the roundwood forecast reports net realisable
volume production. The assumption is that not all areas will be thinned — due to high
costs of harvesting in certain instances, economies of scale and lack of knowledge.

It is essential that the work initiated in discussion groups, knowledge transfer and
forest certification groups be scaled up to bring in as many forest owners as possible.
All industry stakeholders have an important role to play in this regard.

3.3 Medium term challenges to wood mobilisation
Brexit

According to the Timber Industry Brexit Forum (TIBF), Brexit is the single biggest
challenge facing the Irish forest industry since the construction crash of 2008.

Growers are at the start of the value chain in the wood market, with the processing
sector the gateway to market. On the supply side, the risk associated with Brexit
includes possible changes to trade and logistic arrangements which could restrict
roundwood flow. In particular, any revision or transitional plant health arrangements
could significantly impact the movement of roundwood into and within the island of
Ireland from a post Brexit UK.

In 2015 Ireland exported €332 m of wood and paper products to the UK representing
90.7% of all wood and paper products exports. Similarly, in 2015 Ireland exports of
roundwood to Northern Ireland were worth €17.9 m, with roundwood imports from
Northern Ireland worth €8.7 m. In effect there is an all-island market for roundwood.
Large and small scale sawmills on either side of the border, and down to the Midlands
Region, have established cross-border supply chains.

Brexit has already had a significant impact on export profitability with sterling devaluing
by 24% against the euro since November 2015. Apart from the immediate effects
of exchange rates, there is a high level of uncertainty associated with the Brexit
negotiations. Further threats to exports may emerge in the form of a UK recession,
and the preferential entry of other large wood product producers coming into the UK
market. After the UK leaves the EU, tariffs are unlikely to be a problem as timber is
zero-rated by the World Trade Organization (WTO), unlike agri-goods, but non-tariff
barriers could be extremely disruptive. If the average impact of new logistical costs
and non-tariff barriers is 10% across all Irish industry, it could be double this figure for
Irish timber (Business Achievers 2017). It has been stated that even under a best-case
scenario the forest sector will suffer a loss of competitiveness, while in a worst-case
scenario the industry could sustain major infrastructural damage (Teagasc 2017).

The Brexit unit in DAFM is examining the impact of tariffs by sector by CN code
using data from the European Commission Tariff and Customs database and export
trade data from the Central Statistics Office (DAFM 2017). The analysis will allow
an estimated tariff rate equivalent by CN code and the estimated cost of the tariff
equivalent. The ESRI and Teagasc are also carrying out analysis of the impact of a
possible WTO tariff implications.

At the moment a relatively buoyant UK economy is driving volume consumption of
Irish wood imports, coupled with a strong demand from the Irish construction industry,
these factors have ameliorated the effect of the announcement of Brexit.

The Irish forest sector is highly competitive, well organised and determined to meet the
challenges of Brexit. However the UK is, in the short-term, the predominant market for
the majority of output. Product and market diversification are not adequate solutions
(IBEC 2017).

Interms of anindustry response the Timber Industry Brexit Forum is currently formulating
a code of practice for cross-border movement of timber with all stakeholders in the

43



interest of wood and wood product suppliers and the UK consumer. The Irish Business
and Employers Federation has also produced a number of guiding principles on Brexit
that are applicable across all industries, including the forest and timber products
sector (IBEC 2017a). At government level a new Cabinet Committee “C” on EU and
Brexit has been formed, with the Department of Foreign Affairs coordinating the wider
government response to Brexit. At ministerial level numerous formal bilateral meetings
in European capitals have taken place to get the message out to member states and
build alliances.

The Department of Agriculture, Food and the Marine has set up a Brexitand International
Trade Division which meets regularly with a Brexit Consultative Committee to coordinate
a response from the various industry sectors, including forestry, to Brexit. New groups
within DAFM have been set up examining import controls/export certification, research
activities, north-south cooperation, customs and UK landbridge issues. In addition
DAFM has also had regular engagement with customs and revenue examining shared
challenges, preparations needed and streamlining cooperation.

Voluntary forest certification

Few privately owned forests are currently certified under the voluntary Forest
Stewardship Council (FSC) or the Programme for the Endorsement of Forest
Certification (PEFC). The current market demand for a minimum percentage (70%
for both sawnwood and panelboards) of certified material to comprise mill intake
under FSC & PEFC is being mostly met due to the predominance of intake being from
certified suppliers such as Coillte and Irish Forestry Unit Trust (IForUT).

However, it is becoming increasingly difficult for Irish sawmills to sell uncertified
processed wood products. As more roundwood from private forests comes onto the
market (estimated at 44% of total roundwood supply by 2024) a lack of certification is
likely to become a barrier to wood mobilisation if not properly addressed.

Costs of voluntary forest certification are also an issue for private forest owners, and
certification bodies need to be conscious of this when setting charges. It is essential
that the work initiated in discussion groups, knowledge transfer and forest certification
groups be scaled up to bring in as many forest owners as possible. The aim for the
two certification groups, recently established by the DAFM, is to increase membership
for both groups to 500 by 2020, rising to 1,000 in each group by 2025 (DAFM,
2017a). However, all industry stakeholders have an important role to play in creating
awareness of the necessity of certification and encouraging forest owners to become
part of certification groups.

Felling licence system and forest management plans

The Forestry Act 2014, which commenced in May 2017, allows for felling licences to be
issued for up to a period of 10 years, which may be further extended, upon application,
by up to 5 years. The Forestry Act 2014 established a statutory objective to ensure
that every felling licence is determined within a period of 4 months. The new Act also
facilitates one licence application for thinning and clearfell operations and allows for
the inclusion of Forest Management Plans (FMP) as part of the licensing process.
The linking of felling licence approval with the submission of long-term management
plans, as envisaged by the COFORD Forest Management Planning Group, when
implemented, will be a significant step forward in facilitating good management
practices and the mobilisation of roundwood. Since May 2017, the felling system is
on the IFORIS digital platform, making it easier to track licence application, status,
volumes and type.

Common Agricultural Policy — post 2020

The Department of Agriculture, Food and the Marine is responsible for the development
and implementation of national and EU schemes in support of Agriculture, Food,
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Fisheries, Forestry and Rural Development. State aid is the use of national money to
fund various projects, schemes or activities in Ireland. All State-aided schemes are
subject to regulations laid down by the European Commission, in line with articles 107
and 108 of the treaty functioning of the European Union (TFEU).The rules for State
aid ensure all schemes are compatible with the treaty. This ensures transparency,
uniformity and consistency across Ireland and EU Member States with similar schemes.

A new Common Agricultural Policy (CAP) should be agreed by December 2019. Draft
proposals have already been circulated, and DAFM held a consultation event with
forestry stakeholders in August 2018. Once agreed this policy will underpin State Aid
rules for the forestry sector.

It is vital that funding for forest roads, and thinning and tending of broadleaves, and for
the other relevant mobilisation measures continues under a new forestry programme
post 2020.

Wood energy

According to Wood Supply and Demand on the Island of Ireland to 2025, under a
conservative wood energy demand scenario an overall wood supply deficit of 2.8
m? and 3.0 m3 is predicted for 2020 and 2025 respectively. Almost all of the 2025
forecasted deficit arises from wood energy demand. Meeting this level of demand will
depend on mobilising indigenous sources allied to high levels of imports.

Depending on market price, location and other factors, pulpwood from the private forest
estate can be used for the production of wood-based panels (WBP) or for wood energy.
Most Coillte pulpwood is allocated to the WBP manufacture, which is the assumption
used in Wood Supply and Demand on the Island of Ireland to 2025 and in All Ireland
Roundwood Production Forecast 2016-2035 (Phillips et al. 2016). This is based on
a working assumption that within the economic haulage distance of the Coillte panel
mills, any additional pulpwood demand will be satisfied by the private-sector. In reality,
the prevailing market price will strongly influence where wood supplies are used.

The largest and most uncertain element of future supply/demand is wood energy.
Increases in demand are likely to be driven mostly by policies and measures such
as the Support Scheme for Renewable Heat and any changes to CHP supports. Oil
and fossil fuel prices could also be an important driver, but they are of course highly
volatile and uncertain. The UK Department for Business, Energy& Industrial Strategy
(BEIS) 2016 fossil fuel price assumptions foresees rising oil and gas prices over the
period from 2016 to 2025, and for oil these are in the region of 40-50% (Department
for Business, Energy and Industrial Strategy 2016). Such rises, if they occur and are
sustained are also likely to influence fuel use and investment decision making as most
of the wood energy demand is predicted to be met by woody biomass imports. It should
also be noted that the potential impact of the European Commission’s proposed new
Directive on the promotion of the use of energy from renewable sources may reduce
the availability of biomass imports and switch the focus to increasing the level of
indigenous wood-biomass supply (European Commission, 2017a).

Following the announcement of the Support Scheme for Renewable Heat in December
2017 and a potential increase in demand for wood energy, there is a fear that the
supply of roundwood for fencing and wood-based panel manufacture will be diverted
to energy use. Hence the incentive structure for wood energy needs to be balanced
against the benefits of existing uses of wood and the contribution to Ireland’s economy.
Going forward this area will require close scrutiny by the sector and state bodies.

3.4 Overall conclusions

Evidence to date is that levels of thinning in the private estate have been close to
forecast, apart from a falloff in 2016 (see Wood Supply and Demand on the Island of
Ireland to 2025). However, the forecast predicts a rapid expansion in private roundwood
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supply over the coming decade, and it is to this mobilisation challenge that many of the
recommendations in the 2015 report were addressed.

While the score card across the recommendations is generally favourable, and
levels of harvest are running at record levels, there is no doubt that the mobilisation
challenge will become far more onerous over the coming decade, over which time
the private sector supply is forecast to increase more than threefold. This equates to
annual increases in harvest in excess of 200,000 m? from the private sector or to put it
another way — a 7% increase in overall harvest per year. Is the forest sector capable of
mobilising the resource to this level? The evidence to date is yes, but qualified by the
reality that it will require a great deal of extra effort and investment, both private and
State, to make this happen.

Continuous monitoring of the levels of harvest (supply) and demand, and identifying
and overcoming mobilisation obstacles needs to be continued through the work of
the COFORD Council and other organisations such as the Forest Industry Transport
Group. The work of the Wood Mobilisation and Production Forecasting Group needs
to be continued to provide the forest sector with reliable and up to date information on
matters affecting wood mobilisation thereby enabling the full benefits that can arise
from an increased flow of sustainably produced wood from our forests to be achieved.
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Abbreviations

CHP Combined heat and power

DAFM Department of Agriculture, Food and the Marine
GJ  Gigajoule

GWh Gigawatt hour

kWh Kilowatt hour

m?3 Cubic metre

MC  Moisture content

NI Northern Ireland

NRV Net realisable volume

PCRW Post consumer recovered wood
Rol  Republic of Ireland

SEAI Sustainable Energy Authority of Ireland
toe  tonne of oil equivalent

TWh Terawatt hours
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