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SABAH REDD UPDATE

Background

· Sabah is the Malaysian Borneo with 7.3 million ha of land area whereby 3.6 million ha is permanent forest reserve (54%). In the past 3 decades Sabah’s economy was mainly contributed by forestry sector with the average annual revenue of RM 500 million. However, since year 2005 onwards the forestry average annual contribution dropped to RM 200 million. As stated in Malaysia Federation Constitution, forestry and land rights are becoming the State matter, therefore, any issue associated with forestry inclusive enactment and revenue, will be sorted out by the respective state.

· Oil palm based industry has taken over the role in contributing the state’s revenue and the size of state land and alienated land conversation is ascending gradually. In land use competitiveness, therefore, forestry sector has to compete with agriculture sector (mainly with oil palm industry). Based on the current scenario, average annual productivity per hectare basis revealed that oil palm industry is about 18 times more productive than forestry sector. It is anticipated with the increase price of CPO in the next 20 years, oil palm will outcompete forestry by 30 times more productive. Thus, as the main carbon sequestration or carbon sink contributor, forestry sector will face major threat on the name of ‘land use competitiveness’ with the other greater economic potential activity.

Carbon Project

· Sabah Foundation (the State Government subsidiary company) in fact had pioneered carbon related project in Sabah since 1992. Sabah Foundation had signed an agreement with FACE Foundation of Netherlands to offset carbon at 25,000 ha of logged over forest for 99 years, named INFAPRO. To date, about 11,500 ha forests have been restored using indigenous species. The INFAPRO demonstrated the potential to sequester about 350,000 tonnes of carbon from restored forest. However, what has transpired from the agreement that the carbon right is fully owned by FACE Foundation, but recently Sabah Foundation has asked for new negotiation for carbon credit sharing. Recently, Sabah Foundation and FACE Foundation undergo carbon validation and certification under FSC standard of Voluntary Carbon Scheme (VCS). 

· The other Sabah Foundation project is Reduce Impact Logging (RIL) with New England Electrical Services, which was initiated in 1992. The project demonstrated that timber harvesting using RIL technique retained about 35 tonnes of carbon/ha (2) years after logging, with potentially to raise to 90 tonnes of carbon/ha after 40 years as the result of improved regeneration.

· Despite of 18 years of involvement, none had actually materialized into ‘real’ carbon revenue.

REDD OR REDD+ PROJECT

· So far none of REDD or REDD+ project has been implemented in the State of Sabah. According to some experts, international friends, partners or project developers, Sabah is not really ‘attractive’ due to:-

(i) Less threat

(ii) Less danger

(iii) Less risk

(iv) Legislation in place

· However, the State Government of Sabah is welcoming any initiative such as this, which could bring about revenue income stream. This is especially crucial now in view of the declining revenue from forestry sector. 

· In Sabah, Sabah Forestry Department (SFD) is the leading agency in promoting ideas related to carbon or REDD. We believed that the source of income from forests must be explored and developed to outcompete other agricultural crops such as oil palm. Thus, SFD has engaged with several international stakeholders since the last (3) years. 

· As part of the initial work to explore the potential of carbon in forestry, the SFD, with the support from WWF-Malaysia, has contracted Green Edge Consultant to conduct a study in ‘Defining Deforestation and Rate of Deforestation’. Based on their report, the difference between the forest cover in Sabah in the 1980s as opposed to 1990s is about 9%. An estimation on the current carbon stocks for forest areas (3.6 mill ha) under the management of SFD has also been made, which is about 566,324,447 tonnes. They have also reported that in a presentation made in Sydney on the Australian Global Initiative on Forests & Climate in 2008, the World Bank has provided a tentative price estimate of USD 5 per tonne of Co² under a potential REDD mechanism. This means that Sabah has a potential carbon valued at US$ 2,831,622,235
· Based on another study by Winrock International in the Ulu Kalumpang & Ulu Segama-Malua Forest Reserve, results indicate that between 365,929 and 1,097,786 tons of carbon are at risk of being lost which represents between 1,339,298 and 4,017,895 tons of CO2 for the Ulu Kalumpang study area. In the Ulu Segama-Malua, between 2,248,299 and 6,178,954 tons of carbon are at risk which represent between 8,228,776 and 22,614,973 tons of CO2. However, according to an expert from BTRF and Global Eco Resue, a pilot carbon project of this scale is not economically viable.

· Despite the skeptism by some, the SFD has been receiving encouraging proposals or preposition, e.g. :-
a. GFS Carbon-RIL Proposal: According to GFS, it was estimated that the savings from eliminating the need for replanting by using RIL over an area of 164,000 ha would be over RM 300 million. This would translate to estimated potential carbon savings from RIL of about 60m³/ha which equals to 30 metric tons of carbon/ha. Based on the potential net carbon value of USD 150-300/ha, the current estimated price of VERs is at USD5-15/metric ton. In short, we are looking at a potential estimated value for REDD carbon within the project area of about RM 86.1 million; and
b. New Forests Inc. is positive that Sabah has a great opportunity to operate a State level REDD project.
· SFD has conducted workshop in relation with REDD and REDD+ :-

(1) Aug. 2009 – attended by all Sabah’s FMU licensees, WWF Malaysia and other international private sectors, i.e.: New Forests Inc., Global Forests Service, Carbon Conservation (Mr. Dorjee Sun].

(2) Apr. 2010 – jointly organized by RECOFT, focused on the Forest Certification and REDD+

· Next workshop will be held in Nov. 2010 focus on the Sabah’s direction in REDD+ project potential, issue of qualification or eligibility and other related requirements.

· However, Sabah has done several activities, which are related to REDD+ initiatives, such as:-

· SFD has drawn a cabinet paper to enact carbon as a forest produce. Therefore, this will clear the ownership of carbon r;

· Implementation of RIL (reduce impact logging) technique to all logging operator since January 2010. This will promote conservation of carbon activity

· The State Government of Sabah has declared that all FMUs in Sabah (either managed by government or private sector) must be certified by 2014 under whatever certification scheme, i.e.: FSC, PEFC, MTCC. This will promote the spirit of sustainable forest management and good forest governance.

· Forest rehabilitation is ongoing activity in Sabah, as to enhance carbon stocks at degraded forests area. It is done by the government agency (SFD) and private sectors (FMU licence holders). As to date, the forest rehabilitation achievement is about 125,000 ha for the entire state of Sabah.

· A joint venture effort between Sabah and private sector (New Forests Inc) was implemented since 2008 to develop a sustainable commercial model for supporting conservation and rehabilitation of critical wildlife habitat thru the selling of Malua’s Biodiversity Conservation Certificate (BCC). Despite of a very innovative idea, the result of the model is very slow, due to the BCC’s uncertainty buyer’s perspective and expectation. There is a need to modify the concept of business model in the future, to make it more market acceptable. To date, merely 21,500 certificates sold, compared with 3.4 million certificates targeted for marketing.

SABAH GCFT MEMBERSHIP

· As a leading agency in Sabah, SFD has prepared a cabinet paper to be presented during the next State Assembly Meeting to get the support and consent from the cabinet member for Sabah to participating as in GCFT.

· We believe that this forum could play its role in promoting and rewarding ‘good boys’ job in conserving and protecting the tropical forests ecosystem for the interest of present and future generation.

· Sabah is keen to learn GCF sub national guidelines and protocol to develop our own low carbon economy and REDD project.

This is not politically sound, but it is our HOPE.

THANK YOU.

