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PREFACE

This report was commissioned by the Murray Region Forestry Hub, with funding from the
Australian Government, Department of Agriculture, Fisheries and Forestry.

The Murray Region Forestry Hub is one of 11 Regional Forestry Hubs that were established by
the Australian Government under the National Forestry Industry Plan 2018.

The Regional Forestry Hubs work with industry, state and local governments, and other key
stakeholders to prepare and provide the Australian Government with strategic planning,
technical assessments and analyses that aim to support growth in the forest industries in their
region. The Australian Government’'s A Better Plan for Forestry and Forest Products 2022-23
Budget measure committed additional funding support over 3 years from 2024-25 to extend and
expand the role of all the Hubs.

Indufor Asia Pacific (Australia) Pty Ltd (‘Indufor) and Marsden Jacob Associates
(‘Marsden Jacob’) have prepared this report for the Murray Region Forestry Hub to provide a
qualitative review to assist the Australian Government, industry, state and local governments,
policymakers, regulators, and other key stakeholders to understand the key drivers of plantation
investment decisions in relation to the region, together with the factors influencing those
decisions.

This report was prepared between March and May 2026, and the observations and findings
reflect the information available at that time.

Indufor and Marsden Jacob would like to thank the Australian Government for its funding of this
qualitative review, and the Murray Region Forestry Hub for all its support in the development
and delivery of the project.

We would also like to thank all the contributors to the report, including a broad range of
interviewees, who provided valuable viewpoints and perspectives. Collectively, these
contributions provided substantial input to this review.

The report’s findings, interpretations, and conclusions do not necessarily reflect the views of key
stakeholders and contributors; however, their support for the project and inputs to the review
are gratefully appreciated.
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EXECUTIVE SUMMARY

Key messages

Consultation with a broad range of investor interests highlighted there is strong
underlying investment interest in new plantation establishment or expansion.

Australia is seen globally as a relatively safe, attractive and stable place for plantation
investments — and this applies to the Murray Region. However, this interest is tempered by
a range of factors constraining forestry investment, particularly around expected returns,
risk, scale and certainty.

Plantation forestry competes for capital in a highly competitive investment
environment.

Investors allocate capital across sectors based on relative risk and return characteristics.
To attract investment, plantation forestry must present a competitive, scalable and
sufficiently certain investment proposition relative to alternative opportunities.

Investment barriers are multi-dimensional and interconnected.

Low relative investment returns, competition for land and capital, fire and climate risks,
regulatory uncertainty, market development challenges, scale constraints and social licence
concerns collectively constrain new plantation investment.

Carbon markets have fundamentally changed plantation investment economics.

For many (but not all) investors, carbon revenue has become an important component of
the investment case for new plantations, although it does not overcome all investment
hurdles, particularly those related to rising land values, perceived fire risk and investment
horizons.

There is substantial diversity among potential investors requirements, and no single
intervention is likely to address all impediments to plantation investment.

Different investor groups place different weight on returns, scale, liquidity, supply security,
environmental outcomes and social impact. Consequently, a suite of complementary
interventions is likely to be more effective than any single policy measure.

Key opportunities highlighted in this report are the options to:

o Establish a public-private plantation co-investment program

o Prepare an Opportunity Assessment for plantation investment in the Murray Region
o Establish Plantation Forestry Zones

o Establish an Investment Concierge

o Establish a State-managed Plantation Regulation Unit in Victoria.

Purpose for this review

The Murray Region Forestry Hub commissioned this review to identify barriers to investment
and expansion of large-scale plantation forests within the Murray Region and to assess policy,
regulatory, market and institutional changes that could improve the attractiveness of plantation
forestry as an investment opportunity.

The Murray Region contains approximately 170,000 hectares (ha) of softwood plantations and
supports one of Australia's largest plantation forestry industries. Despite this established
industry base, plantation expansion has been minimal over the past 25 years. This trend mirrors
the broader Australian experience, where the national plantation estate has remained largely
unchanged over the past decade.
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This is despite longstanding government objectives to expand plantation resources; while noting
the more recent and generally positive impacts of specific policy settings relating to grants for
new plantations and national carbon policy.

This review combined an assessment of literature with 18 interviews conducted with
representatives of organisations that can be grouped under categories that include Timberland
Investment Management Organisations, institutional funds (including superannuation funds)
and banks, integrated supply chain companies, ‘real asset’ impact investors, Family Offices
representing high net worth investors, and government representatives. The objective was to
understand both the underlying drivers of investment decisions and the factors discouraging
new plantation establishment.

Why plantation investment matters

Australia’s Timber Fibre Strategy indicates that domestic consumption of sawn softwood timber
already exceeds domestic production, and it anticipates that demand will continue to grow
strongly over coming decades, driven largely by population growth and housing construction.
Analysis cited in the report suggests that closing the projected future softwood supply gap
through domestic production would require approximately 468,000 ha of additional greenfield
plantations nationally.

Despite this outlook, the Murray Region, like much of Australia, has experienced little plantation
expansion over the past two decades (Figure ES 1). The result is a projected widening gap
between domestic timber demand and supply capacity.

Figure ES 1: New plantation establishment in Australia, 1974 - 2024
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The projected gap between future timber demand and domestic supply does not, by itself,
establish a case for government intervention. Australia currently imports significant volumes of
timber products and international trade will continue to play an important role in meeting
domestic requirements. However, while imports will continue to play an important role in meeting
Australia’s timber requirements, increasing reliance on imported products may raise concerns
regarding housing supply resilience, exposure to international price and supply shocks,
maintenance of domestic processing capability, regional economic development and the ability
to capture the broader economic and environmental benefits associated with plantation
expansion, including carbon sequestration.
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These considerations help explain growing policy interest in plantation investment. They
reinforce the importance of understanding whether barriers to investment reflect normal market
competition between alternative land uses or whether they arise from market failures,
coordination failures, regulatory inefficiencies or other factors that may warrant policy attention.

Plantation forestry in a competitive investment environment

A central finding of this review is that, in the Murray Region and more broadly across Australia,
plantation forestry operates within a broader investment landscape in which capital is allocated
across sectors according to relative risk and return characteristics. Investors compare plantation
forestry with agriculture, renewable energy developments, infrastructure, property and other
investment opportunities. As a result, plantation forestry must present a competitive, scalable
and sufficiently certain investment proposition to attract capital in a highly competitive
investment environment.

Plantation investment decisions are shaped by a complex interaction of factors including
expected returns, land prices, scale requirements, regulatory settings, market access, climate
and bushfire risks, carbon market opportunities and social licence considerations. Many of these
factors interact, meaning that addressing one impediment in isolation may not be sufficient to
materially increase investment.

Investment returns and competition for capital

Return on investment emerged as the most significant and consistently identified constraint on
plantation expansion. Key factors impacting on the return on investment comprise:

e High land values, competition from alternative land uses and investment horizons reduce
the relative attractiveness of greenfield plantation forestry compared with other
opportunities. Investors repeatedly emphasised that plantation forestry competes directly
with agriculture and other land uses for both land and investment capital.

e Transport costs, market access, future timber prices and financing arrangements also
influence investment returns.

e The period between greenfield plantation establishment and harvest creates challenges for
many investors and limits the attractiveness of forestry relative to investments with shorter
payback periods.

o The ability for plantation investors to access carbon markets have improved investment
returns for many investors and have materially changed plantation economics. However,
carbon revenue expectations have generally not been sufficient to offset all other
constraints, particularly rising land prices and increasing expectations regarding investment
returns.

Investment scale and land availability

Access to suitable land at sufficient scale was identified as a major impediment to investment.
Institutional investors increasingly require large-scale opportunities capable of absorbing
substantial amounts of capital. Highly disaggregated land ownership outcomes would create
challenges for investors seeking to establish or expand plantation estates.

While some investors are pursuing aggregation strategies involving multiple smaller properties
or leasing arrangements, the challenge of assembling investable-scale opportunities remains
significant.

Regulatory uncertainty and burden

Investors consistently identified policy and regulatory uncertainty as an important constraint on
plantation investment. Specific concerns included inconsistent planning and approval
processes, differences between jurisdictions (i.e. between Victoria and NSW), uncertainty
regarding future policy changes and the possibility of regulatory changes occurring over the
investment horizons associated with plantation forestry.
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More broadly, investors generally indicated that regulatory complexity itself was manageable
where clear approval pathways existed. Greater concern was expressed regarding uncertainty
over future rules, approval outcomes and the risk of changes affecting plantation investments
after establishment.

Market access and market development

Market-related factors influence both investment returns and investment confidence. In this
context, access to a range of timber markets, processing capacity and reliable market demand
remains important.

In the case of the Murray Region, investors generally indicated market access and development
was relatively strong compared to most other regions, with large-scale, modern processing and
manufacturing facilities for sawlogs and lower grade logs including pulp logs. One limitation is
the lack of direct access to a port facility in close proximity for export markets; however, more
broadly, domestic markets and supply chains for softwood plantation timber and wood fibre are
well established and operating efficiently.

Beyond wood product markets, carbon markets have expanded investment opportunities and,
for some investors, increased the distance over which plantations can be economically
established from processing facilities. However, some uncertainty remains regarding future
carbon accounting methodologies and the evolution of environmental markets. Biodiversity and
nature markets were generally viewed as promising but immature.

Fire and climate change risks

Fire risk was identified as one of the most significant risks facing plantation investors; and the
Murray Region is one in which the impacts of bushfires have been especially evident in recent
years; notably the Black Summer bushfires in 2019/20 and the fires around Walwa in 2025/26.

Bushfires have the potential to destroy decades of accumulated value, increasing both
investment risk and insurance costs. Climate change adds further uncertainty through potential
impacts on plantation productivity, drought frequency and future fire regimes.

Many investors noted that fire and climate risks are now central considerations in investment
decisions. Furthermore, most investors observed these considerations are elevated in the case
of the Murray Region, due to the significant plantation losses over the past 6-7 years, and the
added fire risks and management challenges with mixed landscapes and plantations that are
adjacent to native forests. While some investors are adopting new technologies, geographic
diversification and improved risk management practices, concerns regarding risk of substantial
if not catastrophic losses remain significant.

Social licence

Social licence and community acceptance also emerged as important considerations,
particularly for greenfield plantation developments. Community concerns relating to landscape
change, fire risks, environmental impacts, competition with agriculture and local economic
outcomes can can all influence public sentiment at local and regional levels and the extent to
which social licence is maintained over time. The extent of social licence varies considerably
between regions and can affect both investment confidence and project development costs.

Diversity of investor perspectives

The consultations highlighted substantial diversity among investor types, motivations and
investment objectives. Investors included timberland investment management organisations,
integrated processors, institutional investors, impact investors and family offices. Some prioritise
maximising risk-adjusted financial returns, while others place greater emphasis on supply
security, carbon outcomes, biodiversity benefits or broader environmental and social objectives.

This diversity has important implications for policy design. Different investors respond to
different opportunities and face different constraints. A processor seeking resource security may
respond differently to an institutional investor seeking scale and liquidity, while an impact
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investor may place greater value on securing environmental outcomes in addition to underlying
financial returns.

Consequently, no single intervention is likely to address all impediments to plantation
investment. Instead, a combination of measures that improve returns, reduce uncertainty,
facilitate investment at scale and improve investment coordination is more likely to be effective
in encouraging plantation expansion.

Potential role for government

This review distinguishes between normal commercial risks and barriers that may justify
government intervention.

Not all impediments warrant policy action. Some constraints, such as competition from higher-
value alternative land uses, may simply reflect efficient market allocation of resources. However,
other barriers arise from identifiable market failures, information asymmetries, coordination
failures, regulatory inefficiencies, incomplete insurance markets and the inability of investors to
capture broader public benefits associated with plantations.

The existence of a market failure does not automatically justify government intervention. Any
intervention must demonstrate a net public benefit and be carefully designed to avoid
unintended consequences and government failure.

Priority interventions

Thirteen potential interventions were identified and assessed against 4 criteria: scale of impact,
ease and cost of implementation, speed of realising benefits and net public benefits. Through
this assessment, 5 interventions emerged as the most prospective options. These comprised:

1. Establish a matched-funding, plantation co-investment program

A program modelled on the Gippsland Plantation Investment Program in Victoria could
combine government and private investment to support plantation establishment within a
defined timeframe and region. This approach has the potential to improve investment
returns while leveraging private capital.

2. Prepare a Murray Region Opportunity Assessment

A comprehensive opportunity assessment could provide investors with authoritative
information regarding plantation suitability, infrastructure requirements, investment
opportunities and potential plantation expansion pathways across the region.

3. Establish Plantation Forestry Zones

Plantation Forestry Zones would identify strategically suitable locations for plantation
development and provide coordinated planning, infrastructure, regulatory and investment
facilitation measures within those areas.

4. Establish an Investment Concierge

An investment concierge service could assist prospective investors in navigating planning,
environmental approvals, land acquisition, regulatory processes and government
interactions, helping to reduce transaction costs and improve investment certainty.

5. Establish a State-managed Plantation Regulation Unit in Victoria

A dedicated plantation regulation unit could improve consistency, transparency and
efficiency of plantation approvals in Victoria, reducing regulatory uncertainty and
streamlining investment processes.

While this report has highlighted these 5 prospective interventions for particular attention by the
Hub and its stakeholders, there is a wider range of interventions that could be considered,
subject to the levels of commitment and investment that can be made by these stakeholders in
specific outcomes.
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A summary of all the options for new initiatives and incentives for the Murray Region is set out
schematically in Figure ES 2. These options extend from relatively low-cost initiatives with low
specificity and expectations of the outcomes (‘quick wins’), to more substantive, more
prospective options, including overt incentives to drive private sector investment, through to
options that would involve major public sector commitment and investment to realise new
plantations and broader, public good benefits.

Figure ES 2: Range of options for new initiatives and incentives for plantation investment
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Conclusions

The Murray Region possesses many of the characteristics required to support expanded
plantation forestry, including a large and established resource base, a range of large and
modern processing facilities, and long-standing support from many local communities.

However, plantation investment remains constrained by a combination of economic, regulatory,
institutional and social factors. The review has found that investment decisions are influenced
by a complex interaction of land prices, returns, scale requirements, regulatory certainty, market
access, climate and bushfire risks, carbon market opportunities and social acceptance. While
carbon markets have improved investment attractiveness, they have not been sufficient to
stimulate plantation expansion at the scale required to meet future timber demand.

While imports will continue to supplement domestic timber supply, the projected widening gap
between domestic demand and production capacity has increased policy interest in plantation
expansion.

The diversity of investor types, motivations and investment models means that successful policy
responses are likely to require a coordinated package of interventions rather than reliance on
any single initiative.
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Interventions that can facilitate investment at scale, reduce investment uncertainty, reduce
transaction costs, and strengthen coordination across governments, industry and investors are
likely to deliver the largest impact and benefits.

This review sets out 5 of the most prospective new initiatives or incentives that are designed to
address systemic constraints while supporting commercially driven plantation expansion
capable of contributing to future timber supply, regional economic development and broader

environmental objectives.
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ABBREVIATIONS

ABARES
ACCU
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NPI
NPV
NSW
PFZ

Indufor

Australian Bureau of Agricultural and Resource Economics
Australian Carbon Credit Unit

Australian Forest Products Association

Australian Newsprint Mills

Condition Precedent

Consumer Price Index

Department of Agriculture, Fisheries and Forestry (Australian Government))
Environment Protection and Biodiversity Conservation Act (1999)
European Union

Farm Forestry North East

Foreign Investment Review Board

Forest Stewardship Council

Full Carbon Accounting Model

Forest and Wood Products Australia

Global Financial Crisis

Gippsland Plantation Investment Program

Goods and Services Tax

Hectare

Joint Venture

Local Government Area

Mean Annual Increment (based of plantation growth and yield)
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Managed Investment Scheme
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Murray Region Forestry Hub

National Plantation Inventory

Net Present Value

New South Wales

Plantation Forestry Zone
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RIC
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SPE
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Plantations Fire Protection Fund (NSW)

Primary Industries Productivity and Abatement Program in NSW

Plantation Expansion program operated by Victoria’s Forests Commission
Research and Development

Regional Investment Corporation

Regional Plantation Committee

Support Plantation Establishment program (Australian Government initiative)
Timberland Investment Management Organisations

Victoria

Victorian Plantations Support Program
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1. INTRODUCTION

1.1 Report purpose

This report presents a qualitative review of the barriers to investment and expansion of large-
scale plantation forests within the Murray Region.

The Murray Region Forestry Hub (hereafter, ‘the Hub’) commissioned this review to identify,
evaluate and report on the current actual or perceived factors influencing the region’s plantation
estate. Furthermore, this review was prepared to present potential changes in policy, regulatory,
market or other factors that could enhance and drive the attractiveness of further investment
and expansion of plantation forestry, as a sound use of capital relative to other land use options.

Regional Forestry Hubs were established as part of the Australian Government's policy
‘Growing a Better Australia: A billion trees for jobs and growth’. A key strategic objective of the
Hubs is facilitating the sustainable growth of the timber plantation estate within their region. In
this context, this report is expected to provide the Hub with information and advice relevant to
the Australian Government and State governments in New South Wales (NSW) and Victoria.

1.2 Background

The Murray Region (Figure 1-1) has approximately 170,000 ha of softwood timber plantations
(public and private) and is one of Australia’s largest softwood plantation forestry industries.

The existing resource base supports a large, modern and integrated wood product processing
sector, with major sawmilling, MDF, pulp, paper and packaging facilities. From within this region,
the sector supplies structural timber, panels, paper and packaging products to domestic and
export markets. The key strengths of this region include its large-scale resource base, its long-
standing history of operations across a range or regional centres, established processing
infrastructure, skilled workforce, and efficient freight networks between major markets along the
east coast of Australia.

Figure 1-1: Overview map of the Murray Region Regional Forestry Hub
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Australia’s commercial timber plantation estate is fundamental to the sustainability and
competitiveness of the Australian forestry sector and growing the estate has been a key
Australian Government policy objective for some time!. Timber plantations now supply most of
the domestically produced logs used for construction materials, pulp, and other wood products.

However, the national plantation estate has experienced minimal growth over the past decade,
and across most regions, it has declined. Recent statistics indicate that Australia’s plantation
estate occupies less than 0.3% of national land area and has remained largely unchanged in
size over the past decade? (Figure 1-2).

Figure 1-2: New plantation establishment in Australia, 1974 - 2024
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Source: ABARES (2025b) Plantation inventory and statistics.

This lack of growth in the national plantation estate is also reflected in the Murray Region, which
has likewise seen minimal expansion in the total plantation area over the past 25 years.

The National Plantation Inventory presents new plantation establishment data by state, which
shows most of the new softwood (Pinus species) plantations established over the past 5 years
(around 10,700 ha in total) has been in NSW and Western Australia, with less than 800 ha of
new softwood plantings in Victoria (Figure 1-3).

The National Plantation Inventory does not provide new plantation establishment data for
specific regions such as the Murray Region. To this end, relevant regional data can be drawn
or inferred from the Australian Carbon Credit Scheme (ACCU) register of new ACCU Scheme
projects, including plantation forestry projects as well as environmental plantings. Using spatial
analysis, the registered plantation project areas (as distinct from actual plantation
establishment) can be calculated for each region. A summary of registered project areas for
plantation forestry and environmental plantings in the Murray Region is shown in Figure 1-4.

This ACCU Scheme data show that there has been very little investment in new plantation
forests in the Murray Region, notwithstanding a modest uplift in the past two years (mostly in
NSW). This indicates some early positive signs that the ACCU Scheme is contributing to new
plantations in the region, albeit at relatively low levels (around 1,100 ha over 4 years).

" Whittle L, Lock and Hug, B (2019) Economic potential for new plantation establishment in Australia:
2 ABARES (2025) Plantation inventory and statistics.
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Figure 1-3: New plantations establishment, by State, 2019-20 to 2023-24
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Figure 1-4: ACCU Scheme registered areas for plantings in the Murray Region
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Source: Indufor analysis derived from Clean Energy Regulator (2026) ACCU project and contract register.

While investment in new plantations over the past 15 years across Australia has been modest
at best, and effectively negligible in the Murray Region, demand for timber products is projected
to increase due to population growth and expansion in the housing and construction sectors.
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Australia’s Timber Fibre Strategy® draws on industry analyses* to estimate total apparent
consumption of sawn softwood timber in 2025 was around 4.2 million cubic metre (m?) per year,
while domestic production was 3.6 million m3 per year. This suggests solid timber demand is
already outstripping supply capacity from domestic sources and this Strategy flags predictions
the domestic supply gap will rise over the coming decades such that, by 2050 the nation’s annual
average sawn softwood demand could increase by over 40% to over 6.5 million m3 a year. The
estimated additional softwood timber supply required to close this implied gap in the absence of
imports would require the establishment of 468,000 ha of greenfield plantations.®

The projected gap between future timber demand and domestic supply does not, by itself,
establish a case for government intervention. Imports can and will continue to play an important
role in meeting Australia's timber requirements. However, increasing reliance on imports may
raise concerns regarding housing supply resilience, sovereign manufacturing capability,
regional economic development, biosecurity management and the ability to capture domestic
carbon and environmental benefits associated with plantation expansion.® These
considerations help explain strong policy interest in plantation investment and timber fibre
supply, particularly where barriers to plantation establishment may reflect regulatory, market or
coordination failures rather than normal market competition between alternative land uses.

1.3 Project scope

This qualitative review of investment in large-scale plantation forests within the Murray Region
is based on a literature review plus a series of consultation interviews with a broad range of
stakeholders in Australia and overseas.

The literature review comprised two core components:

e areview of information on previous schemes and initiatives at the State and Commonwealth
level that aimed to achieve at-scale ‘greenfield’ establishment in the Murray Region; and

e a review of published studies and reports on the imperatives for and challenges to
investment and expansion of large-scale plantation forestry in Australia more broadly.

Together these 2 components of the literature review informed further work on consulting
directly with investment interests. A total of 18 interviews were conducted with representatives
of organisations that can be grouped under investor categories comprising: Timberland
Investment Management Organisations (TIMOs); institutional funds (including superannuation
funds) and banks; integrated supply chain companies; ‘real asset’ impact investors; and Family
Offices representing high net worth investors. These groupings reflect the broad range of
existing and prospective ‘investors’ with interests in large-scale plantation estates - also known
as timberlands or forestlands in other countries and regions. In addition, several interviews were
conducted with Australian and State government representatives providing policy perspectives
on plantation forestry policy settings and trends.

The interview findings, together with the literature review, were used to consolidate perspectives
on the key factors inhibiting investment and expansion of large-scale plantation forests within
the Murray Region. The consolidation of these key inhibitors to investment and expansion of
also drew upon a review of previous schemes.

Focussing on the main identified impediments, this review then identified and evaluated the
most prospective incentives or initiatives to address and overcome these impediments. The
evaluation was based on a set of criteria, to provide an objective basis for comparison and
consideration of the implications of implementing such changes, including any flow on impacts

3 The Fifth Estate (2025) Australia’s Timber Fibre Strategy.
4 Woods, T. and Houghton, J. (2022)

5Woods, T. and Houghton, J. (2022)

6 ABARES (2025)
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that may need consideration. These criteria included consideration of the likelihood of uptake of
greenfield investment resulting from each proposed initiative.

The number of interviews and the range of stakeholders consulted for this review were based
on the scope and a subjective assessment of the extent of consultation required to capture a
broad base of perspectives and deep insights. This scope of this stakeholder consultation was
considered sufficient to understand the range of key impediments and opportunities.

1.4 Defining barriers to plantation investment

This study distinguishes between company-specific, market and broader macroeconomic
factors (such as interest and exchange rates) that lower investment appetite from barriers to
forestry investment that may justify government intervention. Both types of limiters to forestry
investment were gathered in our review of the literature and in stakeholder consultations.

Governments generally intervene when markets, left alone, do not deliver efficient or equitable
outcomes. Such market failures can result in sub-optimal levels of investment from a whole-of-
economy perspective. Table 1-1 presents a wide range of market failures identified in the
literature as having relevance to plantation forestry.

Barriers to investment that may justify government intervention can be structural, institutional,
information or market-related factors that prevent or distort otherwise commercially and
biophysically viable forestry projects from proceeding. They may increase costs, risk uncertainty
or transaction complexity beyond levels investors would reasonably accept in a well-functioning
market.

Key features of such barriers are that they:
e impede investment beyond normal commercial risk

e are often external to the project proponent; may be removed or reduced through policy,
regulation, coordination or better market design

e contribute to systemic under-investment relative to the socially or economically efficient
level.

Identifying appropriate actions that might increase investment in forestry plantations requires
looking beyond the immediate drivers to the underlying causes. For example, high land prices
increase the costs of acquiring land for plantations, and other things being equal, investment
will be reduced. High land prices may be due to strong competition from farming and could be
simply the market working as it should to allocate resources to where they can be most profitably
used. However, there may be regulatory or policy factors that favour agriculture or work to the
disadvantage of forestry that drive up land prices faced by potential investors.

Importantly, a barrier that may justify government intervention is not simply that the investment
is not profitable enough, or that there are more attractive alternative investments. Rather it is
something that prevents investors from realising or capturing value that could otherwise exist.

A commercial threshold such as a required internal rate of return or acceptable payback period,
on the other hand, is not likely to be a barrier to investment that would justify government
intervention. Fundamental market conditions that result in a potential investment failing to meet
a commercial threshold (such as low timber prices, length of rotations relative to investor
horizons, land prices being high due to competing uses) can be market signals that capital is
better deployed elsewhere.

Establishing that there is an in-principle role for government based on a market failure does not
necessarily justify government intervention. The failure must be sufficiently material and
amenable to government action, and the expected benefits of government intervention must
exceed the expected costs so that there is a net benefit to the whole community. Any actions
proposed by government must also account for the potential for unintended negative
consequences and the potential for government failure.
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Table 1-1: Potential market failures related to forestry plantation investment

Market failure Economic aspect How it can distort investment Evidence in literature ‘

Externalities

Missing or
immature markets

Underinvestment
in forestry R&D

Positive
externalities

Knowledge
spillovers

Investors cannot capture full
value of benefits

E.g., carbon sequestration,
biodiversity

Stephens & Grist
(2014)

The Fifth Estate (2025)

Firms cannot capture full benefits
of innovation so private R&D is
below social optimum

Parliamentary Inquiry
(2021)

Institutional, regul

atory and policy

Sovereign risk

Unnecessary or
inconsistent
regulation

Unequal treatment
across industries

Uncertainty

Government failure

Increased
transaction costs

Market distortions

Increased risk to long term
investment

Timber Fibre Strategy
(2025)

Approval processes increase
costs, delays to plantation
establishment etc

PF Olsen (2025)

Parliamentary Inquiry
(2021)

Subsidies or support for other
land uses which distorts land
allocation away from forestry

Parliamentary Inquiry
(2021)

Financial and risk

markets

Information
asymmetry in
financial markets

Market
transparency in
log pricing

Other capital
market
imperfections

Insurance markets

Incomplete long-
term contracting
markets

Information failure

Information
asymmetry

Financial market
failures

Incomplete risk
markets

Contracting
failures

Forestry may be relatively
unfamiliar to many financiers and
investors and these information
gaps can reduce investment

York (2019)

Processors say they cannot
observe export prices, weakens
contract negotiations

Parliamentary Inquiry
(2021)

Investment horizons limit access
to finance

Parliamentary Inquiry
(2021)

Catastrophic risks such as fire
may not be insurable at a
reasonable cost

Wilson (2025)

Parliamentary Inquiry
(2021)

Processors need to secure log
supply to justify mill investment

Parliamentary Inquiry
(2021)

Information and coordination failures

Supply chain
coordination
failures

Infrastructure
bottlenecks

Social licence
barriers

Network
externalities

Coordination
failures

Public information
failure; and beliefs,
attitudes and
perceptions

Plantation, processing and
infrastructure investments must
occur together

Wilson (2025)

Regional Forestry Hubs
initiative

Ports, roads or processing
capacity constrain development

Parliamentary Inquiry
(2021)

Misperceptions influence
regulatory decisions and
planning approvals

Timber Fibre Strategy
(2025)
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LITERATURE REVIEW

The literature review for this study has comprised a review of information on previous schemes
and initiatives at the national and state levels that aimed to achieve at-scale ‘greenfield’
establishment in the Murray Region; and a review of published studies and reports over the past
two decades on the challenges to investment in large-scale plantation forestry across Australia.
These two components of the literature review are discussed in turn below.

Historical development of plantation forestry in the Murray Region

Softwood plantation development in the Murray Region began in the early 20th century,
following the introduction of Radiata pine (Pinus radiata) to Australia in the late 1800s.
As economic, social and political influences have played out over the last 100 years, plantation
development has variously surged and then plateaued to varying extents. An overview of the
government programs and other schemes and initiatives that have supported plantation
development in the region over the past century is set out in Annex 1.

The current extent of softwood plantations in the region, with elevation detail to provide the
biophysical context, is shown in Figure 2-1.

Figure 2-1: Location of Murray Region softwood plantations and elevation
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Key drivers over the past two decades

Over the past 2 decades, a substantial body of Australian forestry literature has examined the
persistent barriers to new timber plantation establishment. Across government inquiries,
industry reports, academic studies and regional analyses, a consistent set of impediments is
evident: low investment attractiveness relative to competing land uses, policy instability and
market uncertainty, high establishment costs and 30-year investment horizons, regulatory and
social licence constraints, and inadequate integration of carbon and environmental markets into
plantation investment frameworks. A synthesis of the relevant literature is set out below.
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Key constraints

In the mid-2000s, multiple studies identified structural investment weaknesses within Australia’s
plantation sector. The 2011 report by de Fégely, Stephens and Hansard argued that plantation
forestry suffers from a fundamental mismatch between long investment timeframes and the
expectations of private capital markets, particularly after the collapse of Managed Information
Scheme (MIS) structures in the late 2000s.” They noted that plantation investments are exposed
to illiquidity, uncertain future log prices, and limited investor confidence, reducing the
attractiveness of long-rotation forestry relative to agriculture or real estate alternatives.

Similar conclusions were reached earlier by URS Forestry and ACIL Tasman, which identified
long rotations, delayed returns, sovereign risk concerns, taxation uncertainty and fragmented
investment mechanisms as major impediments to plantation expansion.?

Investment returns and competition for capital

A dominant and recurring theme across the literature is the comparatively poor economic
competitiveness of plantations against alternative land uses. ABARES’ modelling of plantation
expansion scenarios to 2050 concluded that large-scale plantation growth would only occur
under conditions of substantially improved economic returns or stronger policy intervention.®
The ABARES modelling demonstrated that agricultural land values and commodity returns
frequently exceed the expected financial performance of plantation forestry, particularly in
higher rainfall regions suitable for both forestry and intensive agriculture.

Relatedly, the impact of land prices and strong competition with alternative land uses are
key factors that feature prominently in the literature.°,'" Plantation forestry requires land with
suitable rainfall, soil conditions, and access to processing infrastructure. These conditions
frequently coincide with productive agricultural areas, resulting in direct competition with farming
activities. However, the appreciation of rural land prices and competition for land extends
beyond agriculture to other interests, which increasingly include lifestyle choices that may not
require or seek comparable levels of financial return of investment. Increasing levels of
appreciation and competition for land underpin the strong drivers for increasing land prices.

Land acquisition costs often represent one of the largest expenses associated with plantation
establishment. High land prices can significantly reduce the financial viability of forestry projects,
particularly where large contiguous areas are required to achieve economies of scale. 2

Policy coherence

Policy inconsistency and weak long-term strategic coordination also emerge throughout the
literature. The 2004 Senate review of Plantations for Australia: The 2020 Vision concluded that
plantation expansion targets were undermined by inconsistent state and federal policy settings,
inadequate infrastructure planning and insufficient long-term investment confidence. 13

Nearly 2 decades later, the Parliamentary inquiry Promoting Plantation Growth (2021) reached
many of the same conclusions, noting that Australia lacked a coherent national plantation
strategy capable of providing long-term certainty to investors and regional industries. The inquiry
emphasised that timber supply shortages were becoming increasingly significant for domestic
housing and construction industries, while plantation establishment rates remained insufficient
to offset future declines in timber availability. 14

7 de Fégely et al. (2011)

8 URS Forestry & ACIL Tasman (2005) Impediments to Investment in Long Rotation Timber Plantations.
9 Whittle et al. (2019)

0 PF Olsen (2025)

" Parliament of Australia (2021)

12 Parliament of Australia (2021)

3 Senate of Australia (2004)

4 Parliament of Australia (2021)
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Carbon markets

The importance of carbon markets to new plantation investment has featured prominently in the
literature over the past 2 decades. In 2011, de Fégely et al considered non-market
environmental services such as carbon (as it was then) should be further investigated as an
additional source of revenue and part of a new investment model for longer term plantations:
“The advantages of such a model is that public support can be directed to a genuine market
failure and could be front-loaded as an ‘environmental prepayment’ to overcome cash-flow
issues for long rotations.” 15

Stephens and Grist (2014) pointed to the same “market failure” and contended that one of the
primary reasons that plantation investment is or was constrained because ecosystem services,
including carbon sequestration, are not captured within existing market structures. “Once
Governments have transitioned away from direct incentives to an enabling policy environment
there has been little new plantation investment. This can be attributed to relatively high land
costs and market failure arising from an inability for investors to significantly capture non-market
ecosystem services or other social benefits from plantations.” 16

Five years later, following the introduction of the Emissions Reduction Fund and the Plantation
Forestry Method in 2017, Whittle et al (2019) noted that carbon pricing and environmental
market incentives could materially influence land-use competitiveness and improve plantation
establishment economics in some regions.

One of the most recent and relevant studies is a case study from the Green Triangle region,
which comprised high spatial resolution bioeconomic modelling of the region to understand the
joint influence of site productivity, species selection and spatially variable costs including
agricultural land prices and transport distances on land use change and additional future timber
flows. Regan et al. (2024) highlighted the significance of the Plantation Forestry Method in 2017,
updated and expanded with multiple schedules in 2022, and presented results that showed that
indicatively up to 10,000 ha of new softwood plantations could be added to the softwood estate
over a 30-year period at a carbon price of $40/t CO2e — a price point close to current voluntary
market prices. They then observed that if the future value of carbon in Australia comes more
into line with international peers such as the EU (i.e. significantly higher), “the economically
viable opportunity for new plantations in the Green Triangle is pronounced”. '’

Bushfires, climate change risks and biological threats

Across the literature, bushfire and climate change risks are generally presented as amplifying
factors that intensify existing structural impediments to investment. In a recent Opinion piece,
Wilson (2025) observed that bushfires can destroy large areas of plantations and eliminate
decades of accumulated value. '® These risks can increase insurance costs and contribute to
investor perceptions that plantation forestry is a relatively high-risk investment compared with
other agricultural activities.

The Parliamentary inquiry Promoting Plantation Growth (2021) explicitly acknowledged that
plantation investments are exposed to “risks from bushfires” and argued that these risks can
reduce the ability of plantations to achieve rates of return expected by long-term investors. °
The inquiry linked bushfire exposure to the broader structural challenge of forestry investment,
namely the requirement to commit capital over several decades before final harvest returns are
realised.

Similarly, the earlier Senate inquiry into Plantations for Australia: The 2020 Vision (2004)
identified “the high risk of investment loss as a result of fire and disease” as one of the major
impediments to private sector plantation investment.2° The Senate review noted that plantation

15 de Fégely et al. (2011, p iv)

16 Stephens & Grist (2014, p208)
7 Regan et al. (2024)

18 Wilson (2025)

9 Parliament of Australia (2021)
20 Senate of Australia (2004, p41)
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investors faced multiple forms of sovereign, commercial and environmental risk, including
exposure to catastrophic fire events and biological threats over the investment periods.

ABARES modelling of plantation expansion scenarios to 2050 also indirectly reinforced the
significance of climate-related risk. While focused on economic competitiveness and land-use
modelling, it concluded that one of the most substantial impediments to new plantation
investment is the long delay between establishment and harvest. This investment horizon of
around 30 years increases investor exposure to climate variability, drought, fire and changing
environmental conditions over multiple decades. The report also recognised future plantation
viability would depend heavily on changing market and environmental conditions.

The broader forestry literature highlights the implications of climate change for plantation
management and forest productivity. Pinkard (2017), in discussing climate change impacts on
Australian forests, noted climatic conditions for forest growing are becoming “more difficult”, with
increasing evidence of drought stress, heat impacts and forest mortality events. 2!

The literature also suggests that risks associated with bushfires, climate change and various
biological threats interact with other investment impediments rather than operating
independently. For example, de Fégely et al. (2011) argued that plantation forestry is already
challenged by weak investment attractiveness because of long rotations, illiquidity and uncertain
future returns. In this context, increasing bushfire and climate uncertainty further compounds
investor caution by increasing the probability of catastrophic asset loss during lengthy
investment periods.

The key issue identified by many studies is not simply the existence of fire risk itself, but the
interaction between catastrophic environmental risk and the long investment horizon associated
with plantation forestry. Investors must commit capital for periods often exceeding 25-30 years
while facing increasing uncertainty regarding future climate conditions, fire frequency, insurance
costs, productivity impacts and asset protection requirements.

Social licence and community acceptance

Several recent studies also highlight the growing importance of social licence and community
acceptance. Otchere et al. (2025), examining plantation expansion in Gippsland, found that local
concerns regarding water use, landscape change, biodiversity impacts, foreign ownership and
regional employment outcomes significantly influence public attitudes toward plantation
development.?2 Their research found a high level of variability in people’s views on the
expansion of pine plantations in Gippsland, with different drivers for these views; and this
suggests that, to build social acceptance, the dissemination of information and communications
will need to be targeted to address a range of distinct audiences..

A 2025 study by the Gippsland Forestry Hub on factors inhibiting new plantations in Gippsland
similarly identified social perceptions, local planning issues and competition with agriculture as
major regional constraints on plantation investment.23

Valuation of broader ecosystem services

Another common theme is the failure of markets to appropriately value the broader ecosystem
services generated by plantations. In 2014, Stephens and Grist argued that plantation forestry
in Australia exhibits characteristics of market failure because many public environmental
benefits — including carbon sequestration, salinity mitigation, biodiversity enhancement and
erosion control — are not adequately reflected in commercial investment returns?4.
Consequently, plantation establishment decisions are often based narrowly on timber
economics, despite broader public benefits. This argument has become increasingly prominent
in more recent policy discussions concerning natural capital and environmental markets.

21 Pinkard, E. (2017) Climate change: threat or opportunity?
22 Otchere et al. (2025)

23 PF Olsen (2025)

24 Stephens and Grist (2014)
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Since that 2014 report, some of these ‘public good’ benefits are now reflected in commercial
plantation investments or in expectations for improved investment returns in coming years. Most
notably, the development of the Plantation Forestry Method under the ACCU Scheme (formerly
the Emissions Reduction Fund) now provides significant opportunities for realising a financial
value from carbon sequestration; and the emergence of the Nature Repair Market may provide
new markets for ecosystem services in coming years. However, Stephens and Grist's
arguments remain valid, in that many public good benefits including biodiversity enhancement
and erosion control are not yet reflected in current investment returns.

The Fifth Estate’s Australia’s Timber Fibre Strategy (2025) further reinforced concerns regarding
strategic underinvestment in plantation capacity. The Strategy argues that Australia faces a
widening gap between future timber demand and domestic supply capability, driven partly by
declining plantation establishment over the previous decade. It advocates for stronger
government-industry coordination, investment facilitation mechanisms, and clearer national
objectives linking plantation expansion to housing supply, decarbonisation and regional
economic development.2®

Collectively, the literature demonstrates substantial agreement that the factors limiting
plantation establishment in Australia are multi-dimensional and deeply interconnected.
Economic competitiveness with other land uses and markets, the complexity of planning
regulations and obligations, policy uncertainty, carbon market uncertainty, the immaturity of
nascent biodiversity markets, bushfire and climate change risks, and social acceptance, are all
key factors that interact to shape and constrain investment decisions.

Potential interventions

Given this framing of the key impediments to new plantation investment in Australia, the
literature proposes integrated solutions involving stable policy frameworks, improved carbon
and ecosystem service markets, concessional finance, streamlined regulation, regional
engagement, and stronger national strategic coordination.

Common recommendations in the literature include:

o the development of stable, nationally coordinated plantation policies

e concessional finance (i.e., low interest loans) and investment incentives
e improved carbon market integration

e clearer and more consistent regulatory frameworks

e mechanisms to better reward ecosystem services and natural capital outcomes
associated with plantation forestry.

In respect to bushfires and climate change risks, commonly proposed interventions include
improved fire management and landscape planning, enhanced plantation insurance
mechanisms, climate-adapted species selection, diversification of plantation regions and
species mixes, and stronger carbon market incentives capable of offsetting elevated
environmental risk exposure. Some studies also imply that greater public-sector participation or
concessional finance may be required because private investors alone may be unwilling to
absorb increasing long-term climate and bushfire risks without additional government support.

Many studies also advocate stronger regional engagement, improved community consultation
and social licence frameworks to address local concerns regarding plantation expansion. The
2021 Parliamentary Inquiry (2021), the de Fégely et al. (2011) review of policies and investment
models to support continued plantation investment in Australia, and the Fifth Estate (2025)
Timber Fibre Strategy all emphasise the need for long-term strategic certainty to restore investor
confidence and support plantation expansion at scale. Without such measures, plantation

25 The Fifth Estate (2025) Australia’s Timber Fibre Strategy.
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establishment rates may remain insufficient to meet future timber demand, potentially increasing
Australia’s reliance on imported wood products.
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INVESTOR PERSPECTIVES

Indufor and Marsden Jacob consulted with a diverse set of stakeholders across the plantation
forestry investment landscape, including integrated processors, institutional investors, banks
and government representatives.

Consultations confirm that there is strong underlying investment interest in new plantation
establishment or expansion, and that Australia is seen globally as a relatively safe and stable
place to invest.

“Australia is a relatively safe, stable place to invest. [We] see huge interest globally in
plantation forestry investment in Australia.” (Interview 13)
However, this interest is tempered by a range of factors constraining forestry investment,
particularly around returns, risk, scale and certainty.

Key themes from these consultations are identified below.

Investment returns

Return on investment was the most frequently identified significant factor constraining forestry
investment, reflecting land prices, costs, market conditions and long-time horizons to realise
investment returns. This theme of investment returns encompasses financial and capital market
factors.

Interviewees consistently emphasised financial performance outcomes and the competition for
capital:

“It’s about investment returns, right? ... and competition for capital.” (Interview 3)

“Hurdle rates are getting higher [and] expectations of returns are increasing as alternatives
seem more attractive at present.” (Interview 7)

Land price and land use competition were central:

“Opportunity cost of land [is significant] — they will be locked into that land use for a long
time.” (Interview 2)

“The entry price of land is competing with agriculture.” (Interview 9)

“Unless taking the view that land continues to appreciate, the high land values make it
challenging.” (Interview 7)

“Land value is a big issue. It's a market, it goes to the highest value use”. (Interview 7)
"Land prices are making forestry investment challenging.” (Interview 7)

”

"It's certainly a factor... can buy land cheaper but won't give as good productivity.
(Interview 10)

Other pressures on the availability and price of land that were mentioned included peri-urban
development, solar and wind farms and battery installations, mineral sands (Interview 14) and
pressure from developing nature repair markets (Interview 2).

Transport costs and location were noted by many to be critical to investment decisions:

“The biggest constraint is distance to markets... the further away the land needs to be less
expensive to be viable.” (Interview 1)

Long payback periods and uneven cash flows can constrain financing:

“Potential mismatch on cash flow... very dependent on [the] sale of the products to make
repayment.” (Interview 2)

“Plantation forestry will only attract institutional capital with a patient long-term outlook on
their investment” (Interview 9)
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Market conditions, risk and future expectations also weighed on expected returns:
“Processors' ability to pay more for fibre is limited.” (Interview 5)

“[There is a] big shortage of sawlogs, but to grow these you need to have markets. If the
market is up and down, there’s not much incentive to keep planting because of uncertainty.”
(Interview 1)

“The margins in forestry are very slim. Very marginal, so price and risk are very important.
The risk of [it] costing more than we had planned is significant. If returns were higher, we
might be able to take more risk...” (Interview 14)

Carbon markets can change investment feasibility and were important to some interviewees:

“[We] could not make a greenfield softwood plantation stack up without a carbon price”
(Interview 10)

“Carbon credits are really important. Interim revenue is needed because the risk profile of
climate in Australia...” (Interview 7)

“ACCUs have helped to get over the investment hurdle. If [you] took carbon off the table,
investment would be more limited.” (Interview 5)

“The rise of a price on carbon and the ACCU scheme fundamentally changed what [the
business] was and where it was going.”

For others, returns from carbon did not fundamentally change the investment case:
“Carbon is ‘nice to have but we want trees (for timber production)’.” (Interview 5)

“... carbon providing additional revenue stream provided a bit of a tail wind. But it is still not
necessarily enough in the face of the massive head wind of rising land prices.” (Interview 6)

One interviewee noted that they accept a lower-than-otherwise return and did not place a
monetary value on carbon sequestration in plantation forests:

“IWe] subscribe to the SBTi?%6 targets under the Paris Agreement... [we] do not trade in
carbon.” (Interview 11)

Figure 3-1 shows the frequency of mention by interviewees of various factors that influence
investment returns. Land price featured as the most frequently mentioned significant driver,
where land prices were noted to be influenced by limited availability of suitable land and
competition, primarily (but not only) from agriculture. The next most often mentioned component
of investment returns was ACCU prices.

26 Science Based Targets (2026) Ambitious Corporate Climate Action.
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Figure 3-1: Interview nominations of the 3 most significant factors influencing
investment returns from new plantations
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3.2 Investment scale

Access to suitable land and the ability to deploy capital at scale were raised by many
interviewees as key impediments to forestry investment. This theme of investment scale
encompasses the availability of land and the capacity to aggregate the available land.

Land availability and suitability remain fundamental:

“A key challenge [when considering sites for potential investment] has been availability of
suitable land, [there are] high prices for land that can grow radiata well.” (Interview 5)

Institutional investors emphasised scale constraints:

“Scalability is key. Lack of scalability is a key reason why ... Australian institutions are
reluctant to participate in new plantation investment.” (Interview 6)

“With land prices the way they are, you really need to be deploying around $100 million to
start with to get any scale.” (Interview 15)

"There’s been a lot of consolidation across superannuation funds in Australia, so the
minimum “cheque sizes” (size of investments) are getting larger. We have $150 billion —
$200 billion size funds, they need to put $2 billion, maybe $5 billion of capital to work —
that's huge." (Interview 6)

For others, smaller scale properties were less of an obstacle, and saw aggregation as a viable
strategic response to fragmented land availability:

‘[We are] looking at an aggregation strategy comprising greenfield areas and former
hardwood plantation areas that [we] can plant with pine. Looking at buying smaller
properties and smaller sizes doesn’t frighten us.” (Interview 10)

“The biggest challenge is sourcing the capital to facilitate aggregation strategies ... We
need to build a body of evidence to show that there are properties available for acquisition
and showing what the investable universe is out there.” (Interview 15)

© INDUFOR: A26-22802 Barriers to plantation investment in the Murray Region (ID 31198) — June 30, 2026 15



MARSDEN JACOB

Indufor

Greenfield development was noted by some as particularly difficult:
“Building a substantial investment from a base of zero is very difficult.” (Interview 6)
“New plantations... may present some liquidity issues.” (Interview 3)
These factors favour expansion of existing estates rather than new plantation establishment.
Land leasing was noted as an investment model emerging in response to land constraints:

“[Leasing] allowed more opportunities to invest rather than just waiting for land to come on
the market...” (Interview 15)

“Leasing is capital light, [we] want to blend that with owning the land.” (Interview 15)

3.3 Regulatory uncertainty and burden

Regulatory settings were identified by many interviewees as an important factor constraining
forestry investment, particularly given uncertainty over long timeframes with the potential for
regulatory changes over this time and the possibility of retrospective rulings. This theme of
regulatory uncertainty and burden encompasses policy and regulatory factors.

Some interviewees highlighted inconsistency across jurisdictions as a significant impediment:

“Each Council (in Victoria) has own way of assessing, that can be ‘a bit of an unknown’.”
(Interview 1)

“Cross border issues... [add to the] complexity and transactions costs.” (Interview 4)

Some interviewees contrasted jurisdictions with more transparent approval processes against
those perceived as less predictable:

‘In NSW... you can see what you need to do.” (Interview 1)

In all interviews discussing the differences, the NSW settings with a ‘one stop shop’ state-based
regulation were strongly preferred over Victoria.

Environmental approval processes and interactions with Commonwealth legislation were also
identified by some as considerations for investors:

“At the Federal level, there are EPBC considerations [Environmental Protection and
Biodiversity Conservation Act 1999] and how these might affect plantation development,
and issues with native wildlife.” (Interview 15)

Foreign Investment Review Board (FIRB) requirements were also identified as affecting
transaction costs, timing and aggregation strategies for overseas investors:

“If landowners intend to sell, they must advertise because of FIRB rules: we need capital
ready to go.” (Interview 15)

Long-term risk of changes to policy and regulations was identified by many as a critical issue,
including concern about the risk of the right to harvest when a plantation is ready: Some
interviewees suggested that greater policy stability mechanisms could improve investor
confidence, including grandfathering arrangements for plantation and carbon projects:

“There’s much uncertainty about what the rules will be when ready to harvest in 20-30
years.” (Interview 4)

‘[There is a] lack of confidence in possible changes to government regulations in the
future.” (Interview 14)

“Never know with government decisions, are they going to change that.” (Interview 1)

“Adopt a principle of grandfathering conditions at time of planting.” (Interview 4)

Regulatory burden also contributes to investment delays and additional costs and can be
substantial. While investors do not like uncertainty, regulatory hurdles are more manageable if
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there are clear pathways and conditions. One approach mentioned is use of
Condition Precedents (CPs) in contracts:

“Generally, when making acquisitions, we capture [requlatory uncertainty] under a CP in
the contract, for example, [make them] subject to successful sign off by local government
or by the [State/Commonwealth] government.” (Interview 15)

Overall, consultations suggested that investors place significant value on policy stability,
consistency and clarity. Regulatory complexity itself was often seen as manageable; uncertainty
over future policy settings and approval outcomes was viewed as the more significant constraint.

Market access and development factors

Market-related factors constrain forestry investment through both access to markets and price
uncertainty. Market access and the importance of having a ‘diverse range of markets’ featured
prominently in several interviews. Limited market diversity was noted as a key issue by one
interviewee:

“With one big player in the game, we are limited on options for sale.” (Interview 1)

More broadly, access to a diverse range of wood product markets” remains a constraint and
regional market depth is critical. On the other hand, carbon markets have extended the viable
geography for plantations for some investors:

“The conventional thinking for availability of [suitable] land for timber is 150 km from the
mill. But [for investors with ACCU interests], the economics now permits pushing out
distance to mills, for example, to 300 km, which broadens the land availability basket
somewhat.” (Interview 15)

Market volatility also affects investment decisions:

“Many companies would be worried about the markets now, with softness in domestic
markets for structural pine timber and in export markets for hardwood chip fibre.”
(Interview 1)

Some emerging markets remain underdeveloped:

“Biodiversity and nature markets... still too immature.” (Interview 2)

Carbon markets are improving but still evolving:

“If the FullCAM review reduces the amount of ACCUs generated by a [plantation forest]
stand, this is an area of uncertainty.” (Interview 7)

“Carbon markets are getting better, but there are still accounting issues.” (Interview 4)

“FullCAM? Need to keep on top of it. [We have] seen a downgrade of volume [carbon
sequestration calculations]in certain methods, and we had to re-do our forecasts. But as a
prudent investor, you down scale anyway. Updating the models is good. But transparency
around when it will be updated and who will update is perhaps an issue.” (Interview 9)

More sophisticated financial structures are emerging:

“[We are] starting to see more complicated financial markets when an ACCU investor will
fund the front end of the project, but they want to exit, say, at year 15 and potentially flip
the asset to a timber buyer. Rather than the timber buyer having to fund a 30-year
investment to get a sawlog through the mill, this shortens that period to 15 years which is
really helpful to NPV.” (Interview 15)

Fire, climate change and natural hazard risks

Fire and climate-related risks were prominent considerations for some (but not all), and these
risks are generally factored into discount rates.
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Many interviewees reinforced the importance of fire risk and risk management:

“Fire is a standout issue... Investors accept risk and accept that risk is priced accordingly
into the discount rate and require cash flows, but with the materiality of recent events, there
are a lot of questions being asked.” (Interview 6)

“Fire is risk is probably the greatest risk that we assess, particularly where relates to ACCU
delivery and generation. Operationally, working with local partners and forestry managers
is important. They always look to see that Opex [operational expenditure] and Capex
[capital expenditure] lines are sufficient to manage the risks.” (Interview 9)

“Risk of bushfires... a real disincentive.” (Interview 5)

“Fires illustrate the importance of risk management.” (Interview 4)

Some interviewees commented on the added fire risks and management challenges with mixed
landscapes and plantations that are adjacent to native forests, such as in the Murray Region:

“When you have plantations surrounded by native forest and state-owned land, and they
are not managed effectively, [this] can add to fire risk.” (Interview 6)

Insurance constraints were believed by some to compound this risk:
“It can be tricky to get insurance, and the bank would typically require this.” (Interview 2)

“There is a lack of catastrophic fire insurance and with large contiguous areas exposed,
this is a big concern.” (Interview 6)

“Insurance premiums are high but insurance for fire is available.” (Interview 10)

Other interviewees looked to their own ability to manage climate risk and fires, such as through
new technology assisting rapid detection and response or regional plantation diversification:

“If look at historical data around fire through new plantation projections or plantations
generally, a lot of the fire went through national parks, not so much on commercial
plantations — at least up until the past 6 years. That says a lot about management. We look
closely at technology. We are early adopters of new technology to manage fire risks. This
is the primary issue they have to address at Investment Committee.” (Interview 9)

“For us, where assets are located or developed is super critical because [we are] trying to
minimise general climate risk. The only way to do that without insurance is building a
portfolio across multiple climate regions. Climate change and volatility is becoming a big
issue.” (Interview 9)

“[We] like geographic spread [as a way] to deal with fire risk.” (Interview 11)

“[Need both] rapid detection and rapid response ... Al can detect fire and drones can move
in fast to contain the fire.” (Interview 15)

While seeking to mitigate fire as much as possible, some also pointed to the need to identify
other markets (e.g. for salvaged wood, biomass, biofuel production etc) in the event of a burn:

“There will always be fires... [We] mitigate as far as possible, but we cannot stop them
from occurring.” (Interview 15)

Climate variability also was noted to affect productivity, which in turn influences expected
returns; climate analysis is part of investment due diligence:

“Periods of prolonged drought would hold back growth.” (Interview 5)

“We’re talking about long term assets, so we look at what rainfall is likely to look like in 30
years' time.” (Interview 15)

Some regions were perceived as having greater fire risk than others and this affected their
willingness to invest in those areas:
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“If [we] had lots of $$ (e.g. $100m), [we] would not head to Murray region. [Other regions
have] less risk from a fire point of view. This is a real disincentive. And if [we] must prepare
land to be more fire ready, that can Kill returns.” (Interview 5)

“Looking at the Murray Region... fire and climate change are big factors. An intermingled
landscape (e.g., plantations next to native forests) is problematic.” (Interview 7)

“[Some] European investors didn’t like the NSW region as a whole simply because the only
time they hear about Australia in the news is when it’s on fire and it’s always that region [in
the news].” (Interview 15)

Social licence factors

Social and community considerations can also constrain forestry investment, particularly
through their interaction with regulation.

Potential concerns raised by various interviewees include those related to fire risk, land use
change, loss of local employment, amenity and visual impact, and environmental management.
There concerns were more likely faced in a greenfield establishment.

Social licence was noted by some interviewees to vary between regions:

“In the north-east of Victoria around Bright and Porepunkah, prior to harvest the trees are
an attraction for tourism (less so after harvest!). In the south-west, the issue of whether the
land should be reserved for other things is prominent — farmers wishing to expand buy
buying out the neighbouring property may face competition.” (Interview 4)

“Some Councils are sympathetic [to forestry], some aren’t” (Interview 10)

Some interviewees noted emerging pressures and risks, and that these pressures can translate
into additional management and regulatory compliance costs:

“... a big risk, in the future and control of the estate, is ... eucalypt plantations being classed
as native vegetation (to be protected) and pine plantations being exotic species that should
be opposed.” (Interview 1)

“Especially in Victoria with the end of native forestry, there is heightened concern about the
future of plantations due to environmental impacts and [impacts on] fauna.” (Interview 4)

For one interviewee, potential public opinion and media commentary was a major consideration
because of the central importance of corporate philosophy, strategy and branding.

Partnership models may help improve social licence. One interviewee, for example, observed
that leasing builds partnership with landowners, and that partnership can reduce anti-plantation
sentiment.

Diversity of investor perspectives

The consultations highlighted the diversity of investor types and motivations both within and
outside the forestry sector, which shapes how different factors constrain investment. This
diversity is reflected in differing motivations and priorities which influence investment decisions:

"When we talk with a potential investor, the first question is why do they want to invest.”
(Interview 15)

Investor categories covered by our interviews included:
e TIMOs focused on optimising returns from timber, carbon and land values
o Integrated processors who may prioritise security of supply and proximity to mills

e Impact investors who may accept lower financial returns in exchange for improved
environmental outcomes and co-benefits for local communities
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e Institutional investors who may emphasise scale, liquidity, risk-adjusted returns, and
portfolio allocation

¢ Impact investors and subsets of entrepreneurial investors with a strong interest in real-
world impact and positive environmental, social and governance outcomes.

For many of those we interviewed, the focus is on strongly on profit/returns:

"The Board assesses each investment opportunity, based on its risk and return
characteristics and ability to maximise portfolio returns with acceptable risk." (Interview 3)

However, some are willing to accept lower financial returns in exchange for greater
environmental or social outcomes:

"A big difference for us compared with others is that we must show real impact — FSC
certification, meaningful change in the landscape, biodiversity benefits, water benefits etc."
(Interview 8)

"We are willing to sacrifice some returns to achieve greater sustainability results (e.g.
through increased ‘set asides’ for conservation and buffers around special values)."
(Interview 11)

Some are sensitive to social licence concerns:

"If there is sensitivity to forest ownership [in a particular region], this is very important. We
are a brand driven company, and we don't want any reputational issues to harm our brand."
(Interview 11)

At the same time, a common constraint across all investor types is that forestry competes with
alternative opportunities:

“It’s largely an issue of competition for capital ...What can forestry offer that is special if not
unique in terms of risk-adjusted returns?” (Interview 3)

One interviewee observed direct relationships at times replacing intermediary structures.

“[We are] now seeing investors wanting to talk directly with people on the ground doing the
forestry rather than going through a field or fund manager.” (Interview 15)

Furthermore, the Safeguard Mechanism?’ (the Australian Government’s policy for reducing
emissions at Australia’s largest industrial facilities) is driving a new type of investor interest:

“The rise of the Safeguard Mechanism means that every large company emitter is now
looking for solutions around carbon ... for example, all the big resources companies are
now interested in the plantation methodology.” (Interview 15)

Summary of findings

These consultations reinforced that Australia generally is viewed as an attractive and stable
destination by international investors.

Across all interviews, a number of consistent messages emerged.

Firstly, plantation forestry must compete within a broader landscape where capital is allocated
across differing sectors based on relative risk and return characteristics. Forestry must present
a competitive, scalable and sufficiently certain investment proposition to attract capital in a highly
competitive investment environment.

27 The Safeguard Mechanism is the Australian Government's policy for reducing emissions at Australia’s
largest industrial facilities. It sets legislated limits—known as baselines—on the greenhouse gas emissions
of these facilities. These emissions limits will decline, predictably and gradually. These limits are intended
to help achieve Australia’s emission reduction targets of 43% below 2005 levels by 2030 and net zero by
2050.
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The factors influencing plantation establishment in Australia are multi-dimensional and deeply
interconnected. They include:

e return expectations and the length of time horizons for the investment
e scale and liquidity constraints

e regulatory certainty and consistency

¢ planning complexity

o market depth and diversity

e exposure to climate and fire risk

e carbon market development uncertainty

e immaturity of nascent biodiversity markets

e social acceptance.

Notably, carbon markets have fundamentally changed the plantation investment landscape in
Australia, increasing the attractiveness for many (but not all) parties.

More broadly, investment structures and investor types are evolving rapidly, and the diversity of
investor types means that no single intervention will address all impediments; rather, different
investor groups will respond to different levers.

In summary, interviewees were asked to nominate the 3 most significant factors that are limiting
investment in forest plantations in Australia. This is shown in Figure 3-2. Investment returns,
concerns related to fire and climate change risks, and market development, were the most
frequently mentioned as among the top 3 limiters. This was followed by investment scale,
regulatory uncertainty and regulatory burden.

Figure 3-2: Interviewee nominations of the 3 most significant factors constraining new
plantation investment in Australia
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Source: Project consultation capturing qualitative perspectives (18 interviews in total)
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POTENTIAL INTERVENTIONS

This review of the key impediments to new plantation investment can directly inform the most
prospective initiatives to encourage further investment in the sector in the Murray Region.

A list of the potential interventions arising from this review, and the project consultation
especially, is set out below. These are then compared using a set of assessment criteria, to
identify the most prospective and strategic interventions for further consideration.

As outlined in Section 2, a perceived or real impediment to investment is not necessarily a
reflection of market failure that warrants government action. The impediment may merely reflect
the market efficiently allocating capital and resources. Furthermore, even where there may be
an imperfect outcome, the case for government intervention may be weak. The literature
identifies ‘barriers’ and impediments to investment ranging from areas where there is likely to
be a strong case for government intervention (lack of policy coherence) to areas where the case
for government intervention is weak (for example, more profitable alternative land use).

Identification of potential interventions

Through the consultation process, interviewees were invited to identify potential interventions to
remove or reduce the impediments to new plantation investments in the Murray Region. The
substantive nominations were then mapped to the key impediments, to test their alignment with
the main constraints and the extent of nominated interventions for each of those impediments.

A list and brief description of these potential interventions is set out below in Table 4-1.

It is important to note that these potential interventions are seen as additional, i.e. beyond
existing programs and initiatives that are currently in place to encourage new plantation
investment and expansion of large-scale plantations in the region. For example, the listing of
potential interventions is based on recognition of the existing programs and initiatives supporting
plantation investment, which include the following:

¢ National Forest Industries Plan 2018, providing overarching policy support and guidance
¢ Regional Forestry Hubs (Australian Government funding)

e The ACCU Scheme Plantation Forestry Method, with multiple schedules (national)

¢ Support Plantation Establishment (SPE) program (national)

¢ Victorian Plantation Support Program (VPSP) (Victoria)

e NSW Government’s Plantations Fire Protection Fund (PFPF), which has provided
approximately $12.9m to support plantations in the Murray Region.

Some of these programs and initiatives have defined funding periods, and they are not designed
to be ongoing, e.g. the Regional Forestry Hubs, the SPE program, the VSP program and the
NSW PFPF. The list of potential interventions set out below therefore includes options that may
seek to extend the substantive form of these programs and initiatives or adapt and expand on
these types of interventions.

The following list of potential interventions is not intended to be exhaustive. The list represents
the most substantive interventions suggested through the consultation process and were
generally considered to merit further consideration.

It also represents some initial screening based on considering the extent of public versus private
benefits that could arise or accrue from the intervention. Favourable intervention options will
generally be those that result in, among other requirements, public benefit exceeding publicly
provided costs, minimal distortion to related markets and sectors and commercially driven
market-based outcomes and provide a well-defined ‘exit’ strategy for government involvement
to facilitate long term commercial sustainability. 22

28 de Fegely et al. (2011, p iv)
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For example, suggestions that State government could purchase available land and make it
available for public or private sector investment, or the Australian government or State
government could cover the full costs of insurance for catastrophic loss from bushfires were
seen as unlikely to be supported. However, options featuring industry co-contributions or joint
initiatives may have more appeal to government agencies and other stakeholders.

Table 4-1: Potential interventions to address key impediments to plantation investment

Interventions Brief description

Enhance investment returns

1. Continue SPE-styled Recognising the SPE Program will conclude in 2026/27, the Australian

grant incentives to Government and State governments could continue to provide this grant
encourage funding on the same or similar terms, to reflect clear policy support for
new plantation new, long rotation plantations forests, and contribute towards acceptable
investment investment returns.

Prospective leads: Australian Government & State governments

2. Establish new co- The Gippsland Plantation Investment Program (GPIP) in Victoria provides
investment, an example of a matched funding, co-investment model with commitments
public/private joint to new plantings of specific species within a specific region in a designated
vehicle model in timeframe. This model or variations could be considered for replication or
region application in the Murray Region.

Prospective leads: State governments, separately or in concert, with co-
investment from industry partners

3. Additional industry Further investment and continuous improvements in plantation growth
R&D to realise rates and productivity, supported by industry R&D, has potential to
productivity gains contribute positively to investment returns over the long term.

and enhance returns Furthermore, it should be recognised that competing land uses will likely
be investing in their own industry R&D to realise productivity gains and
enhance returns; and the plantation forestry sector will need to match or
exceed the potential gains in other sectors to remain competitive in
acquiring land for new plantations.

Prospective leads: Australian Government; Industry research members

Support investment scale

4. Develop opportunity An Opportunity Assessment could be prepared for the Murray Region, to
assessment for the provide a comprehensive, authoritative assessment of the viability,
Murray Region feasibility, and potential impact of new plantation investment, to highlight

the key features of the region and the opportunity for investors, which
should assist to make more informed decisions about investments.

Prospective lead: Regional Forestry Hub with industry members

5. Establish Plantation A PFZ would be a designated geographic area in which governments
Forestry Zones (PFZ) actively facilitate and coordinate plantation forestry development, where
within region the area is considered strategically suitable for long-term plantation

investment and associated processing industries. A PFZ is not necessarily
a single policy instrument. Rather, it is ideally a package of coordinated
planning, infrastructure, regulatory and investment facilitation measures,
applied within a defined region.

Creation of PFZs could complement or encompass the ‘Investment
Concierge’ approach and other options being considered to expand
plantation forestry.

Prospective leads: State governments and the Regional Forestry Hub,
supported by industry members

6. Establish industry Industry, supported by the Australian and State governments, could
concierge for the establish an Investment Concierge (or investment facilitation service) to
Murray Region support prospective investors in large-scale new plantations (above a

specified investment threshold), and assist in guiding investors through
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Brief description

planning and environmental approvals, coordinating agencies across
government, helping investors navigate land, tax, FIRB processes, and
troubleshooting delays. This service could be set up like Victoria’s
Development Facilitation Program, with a clear focus on plantations.

Prospective leads: Regional Forestry Hub, industry members, and
State governments

Strengthen market development

7.

Increase support for
strategic investment
in processing
facilities and supply
chains

Facilitate regular
reviews and updates
for FullCAM and
updating the
accounting treatment
for carbon in wood
products

Project consultation highlighted the importance of having strong regional
markets for the range of plantation products (sawlogs and wood fibre) to
encourage further investment in new plantations. In this context, industry
could provide continued support (with policy and funding) for modern,
innovative, domestic manufacturing capability, supported by workforce
development, transport and infrastructure systems.

Prospective leads: Australian Government & State governments, with co-
investment or matching of industry funds

The carbon value (ACCUs) has become a critical component of financial
viability of new plantations for many investors. Quantifying the carbon
value in plantation forests (and environmental plantings) is underpinned
by FullCAM modelling and official versions of FullCAM for specific carbon
crediting methods under the ACCU Scheme.

The extent to which updates in FullCAM modelling have changed carbon
abatement values for a range of plantation regimes and environmental
plantings, and may change future values, represents significant
uncertainty for investors. This uncertainty could be reduced through more
regular reviews and updates for FullCAM, with clear guidance on how
resulting changes would be applied retrospectively or otherwise.

Prospective leads: Australian Government agencies supported directly by
industry with forest estate modelling expertise and empirical data

Mitigate bushfire & climate change risks

9.

10

Continue to invest in
risk mitigation of
bushfire impacts in
the region with
investments in
infrastructure,
technology and
systems

. Commit funding to an

industry-government
initiative designed to
explore potential
reductions in bushfire
insurance costs by
encouraging
proactive forest and
fire management

© INDUFOR: A26-22802 Barriers to plantation investment in the Murray Region (ID 31198) — June 30, 2026

Given the recent plantation losses due to bushfires over the past 6 or
7 years, it is important for the Murray Region to demonstrate it has
industry-leading infrastructure, technology and systems in place to reduce
the risk of bushfire impacts. NSW has invested substantially in the
Plantations Forest Protection Fund (PFPF), with a total funding package
of around $12.9 million, and the Hub has recently reviewed regulatory
barriers to effective fire management post 2019-2020 bushfires.
Additional investment could be allocated to align with and build on the
PFPF program in NSW, and in Victoria and, across the region, implement
recommended measures.

Prospective leads: Regional Forestry Hub and State governments

Insurance is an important risk mitigation strategy for plantation forest
investments because it can reduce the financial exposure of forest owners
and investors to catastrophic bushfire losses, improve investment
confidence, and enhance the bankability and long-term commercial
resilience of plantation estates. With rising costs of insurance, investors
are also looking at alternative ways to reduce risk. This includes how to
obtain affordable insurance which has become a major issue for small to
medium scale investors especially.

Industry representatives could conduct more detailed design work and
engagement with insurers to identify what would be needed to significantly
reduce insurance costs for investors without unduly increasing the
exposure to fire losses for both investors and insurers.

Prospective leads: Industry representatives

24
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11.Provide clear | Directly related to the intervention outlined above, there is scope for the
guidance on grower Hub and industry partners to obtain and provide clear guidance to
insurance options for  prospective investors on insurance products available that are designed
bushfire impacts for or suitable for new plantations.

This intervention could be readily incorporated into the Opportunity
Assessment (#4) and Investment Concierge (#6) interventions.

Prospective lead: Regional Forestry Hub

Reduce regulatory burden & uncertainty

12. Regulatory reform in This review has observed that the regulatory settings for plantation

Victoria to planning and approvals in NSW, which are administered under State-wide
streamline plantation legislation and regulation, are providing investors with an appreciably
planning & approval higher level of consistency and more certainty that the regulatory settings
processes in Victoria, which features State regulation and local government planning

and approval provisions. Victoria could consider regulatory changes to
manage and streamline plantation planning provisions and approval
processes through a State-level Plantation Regulation Unit.

Prospective leads: Victorian State government, especially

13. Clear guidance on Project consultation highlighted considerable uncertainty about the
likely impact of post- potential impacts of EPBC reforms for the plantation sector. The Australian
Regional Forestry Government is administering a staged approach to the commencement of
Agreements, EPBC new laws over the course of 12 months. The potential role for the Hub and
reforms on industry is to anticipate and provide the plantation sector and prospective
plantation forestry investors with regulated updated guidance on changes.

Prospective leads: Regional Forestry Hub & Australian Government

Most of the potential interventions listed above indicate the requirement for governments or
government funded entities (including the Regional Forestry Hub) to lead or contribute directly.
However, it is important to highlight that any action to most of the impediments to large-scale
plantation investment identified through consultations are not solely the responsibility of
government and require industry-led responses.

Plantation forestry competes for capital in a broader investment market and must continue to
demonstrate that it can provide attractive returns relative to alternative opportunities. Private
sector companies and institutions with direct interests in plantation forestry as well as industry
associations and Regional Forestry Hubs have a critically important role in improving investor
understanding of the attractive attributes of forestry investments over the longer term, as well
as developing credible investment propositions, sharing information on risks and returns, and
building confidence in emerging business models.

The industry can also strengthen social licence through proactive engagement with local and
regional communities, transparent communication of the broad suite of benefits and impacts,
and collaboration across the value chain.

Collective action may also be needed to address issues that are difficult for individual
businesses to resolve alone, including market development, workforce capability, research
priorities, fire risk management and promotion of the sector to an increasingly broad range of
investors. A strong and well-coordinated industry voice improves awareness of plantation
forestry as a substantial, long-term investment opportunity and supports more informed
decision-making by investors, policymakers and communities.

Therefore, while the proposed potential interventions feature a prominent role for governments,
the industry and private sector interests have a critical role to play in supporting most these
types of interventions — including through continuing to invest directly in the sector, through new
plantation development where it is commercially viable, as well as further investment in
best practice forest management systems, research and development, innovative insurance
and other risk mitigation models, market development and ongoing stakeholder engagement.
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4.2 Assessment criteria

Four criteria were used to conduct an initial qualitative assessment of the options outlined in
Table 4-1. These criteria comprised the following:

1. Scale of potential impact. Which options are likely to result in the largest increase in new
plantation establishment in the region? This criterion is particularly important, because
without substantial scale of impact, the following criteria would have minimal impact on
realising the overall program objectives.

2. Ease and cost of implementation: How challenging would the option be to fully develop
and implement, and what would the scale of its costs be for the public and private sectors?

3. Speed to realise benefits: How quickly would results in terms of new plantation
establishment be seen on the ground?

4. Net public benefit: Part of the assessment of whether an intervention is an appropriate role
for government requires weighing the costs to government against the likely realisation of
public benefits. A low score on this criterion may mean the proposal is more appropriate to
be undertake the private sector, or to a co-investment program where both parties contribute
in proportion to their benefits.

4.3 Assessment of options

Using this assessment criteria, the intervention options were assessed on a qualitative basis,
drawing on investor perspectives expressed during project consultation and broader
perspectives applicable to this review. These assessments are set out for each criterion, in
Table 4-2, Table 4-3, Table 4-4 and Table 4-5 respectively.
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Table 4-2: Assessing intervention options - Criterion 1: scale of impact

Nominated interventions

1.

10.

11.

12.

13.

Continue SPE-styled
grant incentives

Establish GPIP-styled,
co-investment program

Additional industry
R&D

Prepare Opportunity
Assessment

Establish Plantation
Forestry Zones

Establish Investment
Concierge

Increase support for
processing in region

Facilitate regular
FullCAM reviews

Increase investment in
bushfire risk mitigation

Develop innovative
insurance cover

Clear guidance on
insurance options

Establish Plantation
Regulations Unit in
Victoria

Clear guidance on
EPBC reforms

Rating | Rationale

The DAFF SPE program 2023/24-2025/26 has been fully
subscribed, supporting close to 40,000 ha of new plantations
across Australia. Therefore, the program has had a positive
impact, though has been less effective in the Murray Region.

The Victorian Government expects GPIP to establish
14,450 ha of new plantations over 10 years. This scale is
based on combined funding: $120m from Victorian
government and $240m in total.

This high rating for impact reflects this scale of funding.

Expected to provide incremental improvements and gains
over time; notably a substantial impact in new areas.

Expected to highlight the specific opportunity to new
investors; and the investment scale requirements for new
investors is typically substantial (e.g. 5000+ha) — therefore,
this option has potential to realise moderate scale impacts.

Expect to have a moderate impact in terms of scale, by
clearly highlighting policy and regulatory support for new
plantations in designated zones within the region.

Arguably could have a large-scale impact, based on providing
dedicated resources that are focussed on assisting
prospective investors and tailoring investment packages to
align with investor-specific requirements, across regions.

Increased investment in processing and manufacturing would
provide positive market signals for new plantations.

Policy/funding support for processing will need to align with
timber market demand and assurances of resource supply,
which can become circular dependencies.

Scale impact likely to be modest in the short term but could
increase over time if FullCAM supports demonstrating
plantation forestry can deliver relatively high carbon
abatement compared to other land uses.

Proactively addressing bushfire risk with innovative
technologies is particularly important for the Murray Region to
maintain and expand the plantation resource.

Reducing fire insurance costs should result in a modest
improvement in investment risk & return assessments.

This intervention may assist some investors looking for this
guidance and potentially assist with risk mitigation; however,
it will not directly address concerns about insurance costs.

Expected to result in significantly improvements in
streamlining and prioritising planning approval pathways in
Victoria, which should encourage further investment.

Scale impacts will still depend on available land.

This intervention may assist some investors looking for clear
guidance on the status of reforms and measures to minimise
regulatory impediments; however, it will not resolve inherent
uncertainty about the nature of reforms.

Qualitative ratings (assessed on relative basis): eee High benefit; e Moderate benefit;

Lower benefit.
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Table 4-3: Assessing intervention options - Criterion 2: ease & cost of implementation

Nominated interventions

1.

10.

11.

12.

Continue SPE-styled
grant incentives

Establish GPIP-styled,
co-investment program

Additional industry
R&D

Prepare Opportunity
Assessment

Establish Plantation
Forestry Zones

Establish Investment
Concierge

Increase support for
processing in region

Facilitate regular
FullCAM reviews

Increase investment in
bushfire risk mitigation

Develop innovative
insurance cover

Clear guidance on
insurance options

Establish Plantation
Regulations Unit in
Victoria

Clear guidance on
EPBC reforms and
implications for forestry

Rating | Rationale

Continues existing grant allocation processes in place.
Requires program administration over period, e.g. 3 years.

Requires substantial investment but can be scaled to limits.

Involves a relatively high level of complexity in design and
implementation, to ensure good public policy principles.

The Victorian Government allocated $120m (over 10 years),
which could be scaled up or down; and the intervention is
based on matching funds from industry counterparts.

Builds on existing R&D institutional arrangements in place.

Requires substantial investment to generate significant,
enduring outcomes, but can incorporate matching funds.

Predominantly an assessment study, and promotion,
requiring relatively modest investment in funds by sponsors.

No ongoing costs.

One of the more complex intervention options, requiring some
form of regulatory recognition and changes.

Does not necessarily require substantial funding but will
require substantial explanation and support for application.

Appointment of specific, ongoing role, with associated costs.

No known precedent in the forestry sector but there is
guidance available from other sectors.

Builds on recent and current grants and concessional loans.

A relatively straightforward intervention, with the costs
represented largely by allocations through grants and loans.

Relatively low cost for the Australian Government in terms of
expenditure; however, it would likely require additional
internal resources within specialist units (i.e. Land Inventory
Team) and associated communications, on a regular basis.

Will require and benefit from coordination with forestry sector.

Builds on recent and current programs, especially in NSW,
with program reviews and allocation of funding to priorities for
infrastructure, technology and systems.

Relatively low cost in terms of total funding.

Requires government and industry representatives to allocate
time to further consideration and design processes.

Low-cost extension services provided by the Hub or
Government agencies, potentially Investment Concierge (#6).

Among the most complex of the intervention options.

Requires regulatory changes in Victoria, and extensive
engagement with LGA Councils on reasons and benefits.

May require a Regulatory Impact Statement (RIS).

Low-cost extension services provided by the Hub or
Government agencies, potentially Investment Concierge (#6).

Qualitative ratings (assessed on relative basis): eee High benefit; e Moderate benefit;
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Table 4-4: Assessing intervention options - Criterion 3: speed of realising benefits

Nominated interventions

1.

10.

1.

12.

13.

Continue SPE-styled
grant incentives

Establish GPIP-styled,
co-investment program

Additional industry
R&D

Prepare Opportunity
Assessment

Establish Plantation
Forestry Zones

Establish Investment
Concierge

Increase support for
processing in region

Facilitate regular
FullCAM reviews

Increase investment in
bushfire risk mitigation

Develop innovative
insurance cover

Clear guidance on
insurance options

Establish Plantation
Regulations Unit in
Victoria

Clear guidance on
EPBC reforms

Rating | Rationale

- Potential to generate the most rapid realisation of benefits,
if other settings are conducive to plantation investment; while
noting there has been minimal uptake in the Murray Region.

- GPIP experience in Victoria suggests this intervention could
take 2-3+ years to set up and realise the first new plantations
established in accordance with agreed programs.

- Learnings from GPIP could assist to accelerate this program.

- Expected to realise benefits over the long term, following
years of applied R&D and dissemination of results.

- Indicatively it may take 5+ years to realise substantive gains
from new R&D that extends beyond incremental gains.

- The Opportunity Assessment could be prepared in a
relatively short period, but realising benefits (new plantations
established) would follow later after investor consideration.

e Expected to take 2-3 years to establish zones, depending on
the complexity of the approach, with significant community
and local stakeholder engagement required prior to local and
state government recognition and designation.

- Potential to activate or assist in facilitating investment within a
relatively short period, if investor interest is high and other
settings are conducive to plantation investment.

- The speed to realising benefits is likely dependent on other
enabling settings, e.g., the Opportunity Assessment.

- Potential to provide positive market signals within 1-3 years
and encourage prospective investors during that period.

- Potential to provide positive reinforcement of the carbon
abatement potential of new plantations with each new release
of FullCAM; however, the plantation sector is still using the
2016 version and awaiting full access to the 2024 version.

- Additional investments could be made in the next 1-2 years,
but realising new plantations with increased assurance of
bushfire risk mitigation may take some years following the
2019/20 fires and Walwa fires in the region.

- Expected to take 1-2 years to explore the potential and
develop insurance products suitable for plantation forestry
and new plantations, with additional time for promoting and
testing products with prospective investors.

- Clear guidance on insurance options currently available could
be provided immediately and may assist investors in the near
term if other settings are conducive to plantation investment.

- The speed to realising benefits is likely dependent on other
enabling settings, e.g., the Opportunity Assessment.

- The requirement for regulatory changes, extensive
engagement with LGA Councils, and potentially a RIS will
take considerable time, indicatively 3-5 years.

- Clear guidance on insurance options currently available could
be provided immediately and may assist investors in the near
term if other settings are conducive to plantation investment.

Qualitative ratings (assessed on relative basis): eee High benefit; e Moderate benefit;
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Table 4-5: Assessing intervention options - Criterion 4: net public benefit

Nominated interventions

10.

1.

12.

13.

Continue SPE-styled
grant incentives

Establish GPIP-styled,
co-investment program

Additional industry
R&D

Prepare Opportunity
Assessment

Establish Plantation
Forestry Zones

Establish Investment
Concierge

Increase support for
processing in region

Facilitate regular
FullCAM reviews

Increase investment in
bushfire risk mitigation

Develop innovative
insurance cover

Clear guidance on
insurance options

Establish Plantation
Regulations Unit in
Victoria

Clear guidance on
EPBC reforms

Rating | Rationale

- Intervention would result in predominantly private benefit,

notwithstanding the broader benefit of new plantations.

Intervention would result in a significant private benefit, but by
virtue of its scale, it would likely have more pronounced,
broader benefits from a significant expansion in the estate.

Intervention expected to provide benefits equally to the whole
plantation forestry sector across Australia and is not directed
to individual private interests in the region.

Intervention expected to provide benefits equally to the whole
plantation forestry sector in the Murray Region and is not
directed to individual private interests.

Intervention provided to support the plantation forestry sector
within the region, with no direct allocation of benefits to
individual private interests.

Intervention provided to support the plantation forestry sector
more broadly and be available to all interests - though would
be expected to support individual investment propositions.

Intervention would be directed to and result in significant
private benefit, specifically for processors and manufacturers,
rather than growers and prospective investors in plantations.

Intervention expected to provide benefits equally to the whole
plantation forestry sector across Australia and is not directed
to individual private interests in the region.

Intervention expected to provide benefits equally to the whole
of the Murray Region, including benefits for communities and
land managers beyond the plantation forestry sector.

Intervention provided to support the plantation forestry sector
more broadly and be available to all interests.

Intervention expected to provide benefits equally to the whole
plantation forestry sector in the Murray Region; though
guidance may be directed to private interests on request.

Intervention expected to provide benefits equally to the whole
plantation forestry sector across Victoria and is not directed
to individual private interests in the region.

Intervention expected to provide benefits equally to the whole
plantation forestry sector in the Murray Region.

Qualitative ratings (assessed on relative basis): eee High benefit; e Moderate benefit;

44 Summary of options

Lower benefit

A summary of the assessment ratings for the intervention options is set out in Table 4-6.
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Table 4-6: Summary of assessment ratings for intervention options

Potential interventions Criterion 1: Criterion 2: Criterion 3:
Scale Ease & cost Speed

10.

11.

12.

13.

Continue SPE-styled
grant incentives

Establish GPIP-styled,
co-investment program

Additional industry R&D
Prepare Opportunity
Assessment

Establish Plantation
Forestry Zones

Establish Investment
Concierge

Increase support for
processing in region

Facilitate regular
FullCAM reviews

Increase investment in
bushfire risk mitigation

Develop innovative
insurance cover

Clear guidance on
insurance options

Establish Plantation
Regulations Unit in
Victoria

Clear guidance on
EPBC reforms

Qualitative ratings (assessed on relative basis): eee High benefit; e Moderate benefit;

Lower benefit

Based on this qualitative assessment, the most prospective interventions to encourage and
increase new plantations include (but are not limited to) the following:

Establish a GPIP-styled, co-investment model with matched-funding for the Murray Region

Prepare an Opportunity Assessment for the Murray Region
Establish Plantation Forestry Zones within the region
Establish an Investment Concierge, potentially at the State level in NSW and Victoria

Establish a Plantation Regulations Unit within Victoria.

The selection of these options as the most prospective interventions reflects a primary focus on
the scale of potential impacts (i.e. a primary focus on criterion 1); followed by those interventions
that could be implemented with relatively high ease and low cost, with speed to realise benefits,
and a relatively high net public benefit. It is important to note this is a qualitative assessment,
based on investor perspectives and professional judgement using the specified criteria.

The implementation of the selected interventions is discussed in section 5.
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IMPLEMENTATION OF INTERVENTIONS

Based on the assessment above, 5 prospective interventions are suggested for further
consideration. The implications of implementing such interventions, identifying flow on impacts
are discussed further below. This includes consideration of the likelihood of uptake of greenfield
investment resulting these proposed initiatives and any related preconditions.

Establishing a GPIP-styled, co-investment model in the Murray Region

The most substantial intervention contemplated for the Murray Region is the establishment of a
co-investment with matched funding, in the style of GPIP in the Gippsland region.

GPIP is a major plantation expansion initiative established by the Victorian Government to
increase the long-term supply of plantation-grown timber following the State’s transition away
from native forest harvesting.2® The program was developed under the Victorian Forestry Plan
and, following an Expression of Interest process initiated in 2020, a formal partnership was
announced in 2022 between the Victorian Government and HVP Plantations. According to the
Premier of Victoria, “the GPIP is the single largest investment in plantation establishment in the
state’s history”.30

Under the agreement, the Victorian Government committed $120 million to support the
acquisition of suitable private land in Gippsland for new softwood plantations, while HVP
committed to matching this investment and undertaking plantation establishment, management
and ongoing silvicultural operations. The program is focused on expanding the regional radiata
pine estate and strengthening domestic timber supply chains.

The GPIP requires HVP to establish around 14,450 ha of new Radiata pine softwood forestry
plantations over the next 10 years.3' The total area of land is to be acquired between 2022 and
2029. Land is being sourced principally through voluntary acquisition of private agricultural or
rural land considered suitable for plantation forestry, subject to environmental, water, bushfire
and community considerations.

According to HVP, at least 80% per cent of the land will be acquired in Gippsland, pursuant to
the agreement. GPIP requires that the land purchases are spread out across a large
geographical area and not be concentrated in just a few local government areas. The program
was specifically designed to avoid adverse impacts on highly productive agricultural land and to
respond to regional concerns regarding land values and water use.32 The land area will consist
of a combination of freehold land, leasehold land and farm forestry. The acquired freehold land
will be wholly owned by HVP. 33

The respective responsibilities of the parties are broadly divided as follows:

o Victorian Government: provision of capital funding, policy support, program oversight and
facilitation of plantation expansion as part of the forestry transition strategy.

e HVP Plantations: co-investment in land acquisition, plantation establishment, site
preparation, seedling planting, forest management and long-term stewardship of the
plantation resource.

The most recent publicly reported progress indicates that GPIP moved from land acquisition
and planning approvals in 2022 to operational planting in 2023. In July 2024, the Victorian
Government and HVP announced that more than one million radiata pine seedlings had been
planted across central Gippsland under the program — which would support the establishment
of approximately 1000 ha of new plantations.

29 Business Victoria (2023) Victorian Forestry Plan, Gippsland Plantations Investment Program.
30 Premier of Victoria (2024) One Million Trees For Gippsland Timber Plantations.

31 HVP (2023) GPIP Frequently Asked Questions, January 2023.

32 Agriculture Victoria (2026a) Plantations.

33 HVP (2023)
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In respect to the Murray Region, the GPIP model has broader relevance for other regions. Its
key features comprise public-private co-investment, targeted plantation expansion within a
designated region, use of private land, and alignment with regional economic development
objectives. Most significantly, the model addresses a major barrier to plantation expansion,
namely the high upfront cost and long investment horizon, by sharing the investment risk
between government and industry.

The scale of potential impact from this option is considered high, based on the GPIP targets,
which are set on establishing over 14,000 ha. However, it must be noted that this scale is directly
aligned to the scale of funding, with $120 million to be allocated by the Victorian Government,
and co-matched by an industry partner, for a total investment of $240 million. Whether that level
of funding is available for another initiative in Victoria, or a similar initiative in southern NSW, or
a joint, cross-border initiative, would need to be considered.

The GPIP is still in a formative stage of development (now entering year 4 of its 10-year
establishment program), and is yet to realise the program targets, which are expected from 2030
onwards.

Furthermore, while the program may be successful in terms of plantation expansion targets,
further analysis would be required to determine the net public benefit to the state. There would
also need to be clear justifications why the Murray Region would be selected next for this priority
focus over other parts of the state.

The GPIP experience suggests this intervention option could take at around 3 years to set up
and realise the first new plantations established in accordance with agreed programs. Learnings
from the GPIP could potentially assist to fast track the design and implementation of this
investment model in other regions.

Recognising the GPIP was led by the Victorian State Government, a key consideration for the
Murray Region is the state border and the balance of the plantation estate and major processing
and manufacturing industries in north-east Victoria and southern NSW. While this may add to
the complexity of a GPIP-styled model, it also presents a significant opportunity for a cross-
border joint initiative that can leverage increased scale of investment.

The cross-border settings may also enhance the opportunity to engage multiple implementation
partners, which would broaden the distribution of private benefits as well as public benefits.

Another key challenge would be locating and securing available land for new plantations. While
the investment model can provide the capital to purchase land as well as lease land, it will face
the same challenge to other models of accessing suitable land within designated parameters.

Summary: GPIP-styled public private partnership in the Murray Region

The most substantial intervention that could be contemplated is the establishment of a public
private partnership with matched funding, in the style of GPIP in the Gippsland region.

The benefits and key strengths of this intervention option are:

e Relatively high scale of potential impact on new plantations, through a targeted approach
and matched funding to support contractual commitments to establish new plantations.

o Potential to provide employment opportunities in downstream processing and value added
manufacturing, largely on account of the scale of new plantations.

The limitations of this model are;

e Relatively high level of state government funding required to leverage large-scale private
sector investment through this model, under matched funding arrangements.

e Relatively high level of complexity and cost to designing and implementing this program.

o Further analysis would be required to determine the net public benefit to the state.

o Expected to take at least 2-3+ years to set up and realise the first new plantations.
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Preparing an Opportunity Assessment for the Murray Region

In the context of Australian government policy, an Opportunity Assessment is a structured
evaluation process used to identify, quantify and communicate the investment potential of a
particular sector, industry, precinct or region. It is typically undertaken to inform policy, prioritise
infrastructure investment, reduce investor uncertainty and attract private capital by
demonstrating the commercial viability, strategic advantages and growth prospects of a location
or industry.

Opportunity Assessments often analyse market demand, competitive advantages, workforce
capability, infrastructure requirements, regulatory settings, environmental considerations and
expected economic benefits. Relevant examples from around Australia include:

e Invest Regional NSW Industry Opportunity Program: led by Invest Regional NSW and
designed to promote investment-ready regional industries by identifying competitive
advantages, export opportunities, infrastructure assets and emerging growth sectors across
regional NSW. 34

e Camperdown Production Precinct: a Regional Development Victoria-led initiative to conduct
a regional opportunity assessment designed to support agrifood, dairy and food-processing
investment through development-ready industrial land, logistics access and value-adding
industries around Camperdown in the Corangamite Shire in Victoria. 3

o NT Agribusiness Value-Add Opportunities Assessment: the NT’s agricultural sector is a key
driver of regional jobs and economic growth, producing world-class goods for domestic and
international markets. The assessment identified practical actions to increase productivity,
expand processing and supply chain capacity, and open new market opportunities.
Developed by the Territory Government in partnership with GHD, the report highlights over
50 potential value-adding opportunities for the sector. 36

It should be noted an Opportunity Assessment is generally a pre-requisite for designating
special zones or precincts, such as the proposed intervention of creating PFZs within the
Murray Region. The scope to create one or more PFZ in the region is discussed further below
(see section 5.3).

Therefore, an Opportunity Assessment would likely be required to support that intervention;
however, that would not be the only objective. An Opportunity Assessment would be a document
that highlights the investment opportunity to prospective investors and implementation partners
and addresses most of their initial information requirements.

An Opportunity Assessment for the Murray Region would be prepared to identify, quantify and
communicate the investment potential of the plantation forestry sector region. The primary
purposes would be to:

e inform Australian and State government policy on supporting the sector in the region and
prioritising infrastructure investment

e provide prospective investors with comprehensive, robust information to highlight the
investment opportunity, reduce investor uncertainty and attract private capital by
demonstrating the commercial viability, strategic advantages and growth prospects.

The Opportunity Assessment could be conducted by the Regional Forestry Hub (with funding
from the Australian Government) or potentially one or both State governments through a
coordinated initiative. The examples set out above for other sectors illustrate the scope for State
governments to lead on this type of initiative — however, in this case where there is a Forestry
Hub in place, and the region spans a state border, there is a rationale for Australian Government
to play a key role or for a joint-State government initiative.

34 Invest Regional NSW (2026) Opportunities.
35 Regional development Victoria (2026) Camperdown Production Precinct.
36 Northern Territory Government (2026) Assessment of Value-Add Opportunities across Agribusiness.
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This intervention represents part of the enabling policy and governance settings and creating a
more conducive environment for private sector investment. Importantly, the Opportunity
Assessment could be used overtly and clearly to promote the opportunity to Australian and
international investors and may result in a specific focus on the Murray Region.

Given this, the uptake could be substantial if it attracts investment that may have been directed
to another region or sector. However, it will not significantly improve the plantation economics,
other than potentially reducing uncertainty and risk through the provision of clear, reliable
information and guidance on policy support.

It is foreseeable that prospective investors and implementation partners would conduct their
own opportunity assessment of plantation forestry investment in the Murray Region — and in this
case, there may be some duplication or redundancy in this intervention. However, it is generally
complementary in nature and could provide a foundational base for private sector-led
assessments that would draw on relevant information. This highlights the public good benefit of
the intervention by making this assessment information available to all stakeholders.

Relatedly, it could complement any of the other intervention options. It is arguably most closely
aligned with the proposed establishment of PFZ, which would likely be a pre-requisite for further
consideration of the zone or precinct concept. In addition, it would directly support the
Investment Concierge with comprehensive information to assist prospective investors.

Option summary: Opportunity Assessment for the Murray Region
The benefits and key strengths of this intervention option are:

o Relatively low cost, compared to other options that involve direct government funding
contributions to the investments (e.g. SPE-styled incentives or the matched funding, co-
investment program)

o Relatively high ease and low complexity, with no requirement for regulatory changes,
new investment instruments or other dependencies

¢ Interms of speed, the Assessment could be prepared within a 6—12-month period, and be
available for use in informing investment decisions thereafter

e The net public benefit would be at least moderate, as the public investment would not be
directed to any specific individual private interest.

The limitations of this option are:

e The incentive is limited largely to highlighting the opportunity to a broader base of public
and private sector stakeholders and providing information to confirm support and reduce
uncertainty. It does not directly change the fundamentals of return on investment,
investment scale or market development, nor change the profile of key risks.

e While the Assessment could be prepared in a relatively short period, the realisation of
benefits would follow thereafter and depend on investor responses and readiness.
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Establishing an Investment Concierge

Another approach is establishing an Investment Concierge, which could provide a dedicated
facilitation service to support investment in plantation forestry and associated processing
industries. The service could be a “one-stop-shop” for investors, helping to reduce transaction
costs, coordination failures, information asymmetries and regulatory uncertainty associated with
establishing new plantation and timber processing projects.

Some of the ways the concierge could potentially support both domestic and international
investors are:

e coordinating engagement across multiple government agencies and jurisdictions

e guiding proponents through planning and approval pathways (including FIRB as needed)

e assisting investors to identify suitable land, infrastructure and supply chain opportunities

e accessing information and availability of grants that can facilitate greenfield investments

e facilitating connections with local industry participants, communities and service providers
e troubleshooting regulatory bottlenecks and delays

e providing ongoing “aftercare” support following establishment of investments.

The rationale for government intervention of this type is likely to be strong given plantation
forestry projects involve complex approval pathways, multiple agencies, 30-year investment
horizons and significant coordination requirements. Plantation investments may also generate
broader spillovers including regional employment, processing capability, export development,

carbon sequestration and environmental benefits that may not be fully captured by individual
investors.

The concierge could be led by a state government agency, regional development body or in the
case of the Murray Region, a joint intergovernmental partnership involving Victoria and NSW
given the region crosses a state border. The approach could be trialled first in the Murray Region
and, if favourable, it could be rolled out to other regions.

A preferred model may involve:

e strategic oversight by state governments and Australian Government involvement through
Austrade ¥’

e operational delivery through a regional development or investment facilitation body

e close coordination with local governments, forestry agencies, planning authorities and
investment agencies.

Industry participation would be essential to ensure the concierge remains commercially focused
and responsive to investor needs.

The Investment Concierge service is likely to be most valuable for larger and more complex
projects involving multiple approvals, cross-jurisdictional issues or significant infrastructure
requirements. Uptake will depend on broader commercial conditions including timber prices,
carbon markets, water policy, land availability and long-term confidence in the plantation sector.
The concierge would not create investment viability but could help unlock projects that are
delayed or deterred by complexity, uncertainty or coordination problems.

Key dependencies for the effectiveness of this option are likely to include:

e availability of suitable land

87 Austrade currently supports Australian industry to attract foreign direct investors in nine priority areas
including agrifood, energy and resources, tourism and the visitor economy and advanced manufacturing.
Forestry is not currently part of this list, and a case would need to be made to allocate resources towards
plantations, potentially at cost to one of the existing priority areas. Further information is available at:
https://international.austrade.gov.au/en/do-business-with-australia/sectors
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e clarity and stability of land-use and plantation policy

e streamlined planning and environmental approval frameworks
e investment in transport and processing infrastructure

e sound long-term industry development strategies

e alignment with carbon, biodiversity and natural capital market frameworks.

The key strengths of this proposed intervention include:
o relatively low fiscal cost

¢ focus on reducing coordination failures and information gaps rather than distorting
investment decisions

e potential to improve investor confidence and predictability

o ability to improve coordination across agencies and jurisdictions

o flexibility to support plantation establishment and downstream processing opportunities

e consistency with established investment facilitation models used in infrastructure, mining,

energy and agribusiness sectors. 38

Evidence from Australian and international investment facilitation programs suggests such
services can improve investor experience and reduce regulatory uncertainty, particularly for
large and complex projects. 39

Implementation is likely to be straightforward if built on existing investment facilitation or regional
development capabilities. Costs would primarily involve staffing, coordination functions, investor
engagement and administrative support.

Some potential limitations of this option are:
e concierge facilitation cannot overcome fundamentally weak commercial conditions
o benefits may be limited if agencies retain fragmented authority or inconsistent policy settings

e investor confidence may still be constrained by broader policy uncertainty around land use,
water, carbon or forestry regulation

o the service may have limited impact without parallel investment in processing capacity and
infrastructure.

Option summary: Establishing an Investment Concierge

An Investment Concierge could offer a relatively low-cost practical intervention to support
plantation forestry investment by reducing information barriers, coordination failures and
regulatory complexity.

The strongest case for the initiative is that, in the absence of an Investment Concierge, some
potentially viable investments may be delayed, deterred or not realised because investors face
high transaction costs, fragmented approvals and uncertainty across jurisdictions.

The effectiveness of this option would depend heavily on broader enabling conditions including
availability of suitable land, stable policy settings, infrastructure availability and processing
capacity.

38 |nvest Victoria, for example, offers support for business start-up and expansion in food, energy,
manufacturing, medtech and pharma, digital technology and research and product development.

39 See, for example, Bureau of Industry Economics (1996). online, accessed 25 May 2026:
https://www.oecd.org/en/topics/investment-incentives-promotion-and-facilitation.html
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Establishing Plantation Forestry Zones

A Plantation Forestry Zone (PFZ) would designate a geographic area where governments
coordinate and facilitate plantation forestry development because the region is considered
strategically suitable for long-term plantation and processing investment.

The concept is aligned with Renewable Energy Zones“? and Special Activation Precincts4' that
aim to reduce investment friction and coordinate infrastructure, planning and regulatory
processes in sectors with large capital requirements and network dependencies.

A PFZ would be a coordinated package of measures that could include:
e infrastructure planning and prioritisation

e streamlined approvals

¢ investment facilitation services

¢ land aggregation support

e workforce planning

e carbon market coordination

e support for downstream processing industries.

Importantly, a PFZ would require a high level of local community support for the plantation
forestry sector and the scope for expansion of the plantation estate within the zone. The zone
will be most effective in attracting investment in new plantations if it conveys to investors a high
level of confidence in general support from local communities for the plantation forestry sector.

A PFZ would not necessarily involve direct subsidies, compulsory plantation development or
weaker environmental protections. Its effectiveness would depend on governance, community
engagement, environmental safeguards and voluntary participation.

Development of a PFZ would likely require joint leadership across state and local governments
given the cross-jurisdictional nature of the Murray Region. A possible model could involve:

e strategic oversight by Victorian and New South Wales governments
e coordination through a regional development authority or dedicated PFZ body
e participation by local governments, infrastructure providers and industry stakeholders.

Strong governance would be important to ensure the PFZ remains focused on coordination and
enabling investment rather than directing land-use outcomes.

A PFZ could improve the attractiveness of greenfield plantation and processing investment by
reducing uncertainty and improving coordination around infrastructure and approvals. The
strongest uptake is likely where the PFZ builds on an existing forestry base and processing
capability rather than attempting to establish a new industry cluster.

A PFZ could complement other forestry initiatives such as investment concierge services,
infrastructure investment and planning reforms. Key dependencies for this option include:

e community support for the plantation forestry sector
o stable forestry and land-use policy
e freight and processing infrastructure

e fire management capability

40Examples: Energy Co (2026) What'’s a renewable energy zone?; and Infrastructure Australia (2026)
Renewable Energy Zones.
41 NSW Government (2026a) Special Activation Precincts.
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o workforce availability
e carbon market clarity.
The model is likely to work best when focused on local coordination and infrastructure issues.

PFZs should remove barriers to investment (where the benefits outweigh the costs) and enable
the market to determine the appropriate investment.

Potential strengths of this option include:

e providing investors with a strong signal if not assurance of having a social licence to
operate if the zone is designed with close engagement with communities

e reducing coordination failures

e improving investor certainty

e supporting industry clustering and economies of scale

e improving infrastructure planning

e encouraging downstream processing and regional value-adding.

Evidence from analogous models suggests zone-based approaches can be effective where they
improve coordination, infrastructure certainty and approval clarity.

Implementation would likely be more complex and resource-intensive than narrower facilitation
measures because it would require coordination across multiple policy areas and jurisdictions.
Potential limitations include:

e community opposition regarding land-use change (but this should be considered in
selection of the zone geography)

e perceptions of preferential treatment for forestry
e possible crowding out of agriculture or other land uses
e increased regional exposure to fire and market risks

e governance complexity and implementation delays.

While there can be benefits from agglomeration, there is risk from increased economic
concentration that enhances regional vulnerability to downturns, changes in regulatory
directions or a major fire. There is also a risk that poorly targeted zones could distort investment
decisions or undermine confidence in planning systems if environmental safeguards are
perceived to be weakened.

Summary: Establishing Plantation Forestry Zones

A PFZ in the Murray Region could provide a framework to support plantation forestry expansion
and associated processing industries by improving coordination, reducing uncertainty and
facilitating infrastructure planning at a regional scale. However, success would depend heavily
on stable policy settings, strong governance, community support, environmental safeguards and
commercially viable market conditions.

The strongest case for a PFZ is as a coordination and enabling mechanism supporting market-
led investment rather than directs investment outcomes or substitutes for broader policy reform.
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Establishing a State-managed Plantations Regulation Unit in Victoria

This review of key barriers to plantation investment has highlighted the significant difference
between the regulatory frameworks for new plantation authorisations in NSW and Victoria.
Furthermore, these differences have important implications for investment certainty, approval
timeframes, environmental oversight, and community participation. These observations arose
from both the literature review, including most recently the study of key barriers to plantation
investment in Gippsland“2, and several of the project interviews.

In NSW, plantation establishment is primarily regulated under the Plantations and
Reafforestation Act 1999 and the Plantations and Reafforestation (Code) Regulation 2001.
New plantations greater than 30 ha generally require a Plantation Authorisation issued by the
NSW Government through the Department of Primary Industries and Regional Development
(DPIRD). The legislation was intended to replace multiple approvals, licences and permits with
a single authorisation process administered by the State.3

The DPIRD Plantations Regulation Unit is responsible for monitoring and ensuring compliance
with the Act and the Code. The unit plays a crucial role in maintaining environmental standards
and ensuring safe operations in plantations. This unit and the system were specifically designed
to create a streamlined, State-administered approval pathway for plantation investment. 44

In contrast, in Victoria, plantation forestry on private land is regulated principally through the
Victorian Planning Provisions ('VPPs’) established under the Planning and Environment Act
1987 and implemented through local government planning schemes. The Code of Practice for
Timber Production 2014 operates as an incorporated document within those planning schemes.

Under this system, local councils are the "responsible authority" for administration and
compliance. Plantation developers generally lodge either a Plantation Development Notice (a
‘PDN’), or a planning permit application where required by the relevant planning scheme.
Even where permits are not required, local government must be formally notified of new
plantation developments.

Consultation with existing investors and stakeholders familiar with the regulatory frameworks
generally preferred the NSW model for its centralised approval pathway, on the basis that it
reduces variation between local government areas. In this model, plantation proponents deal
principally with a specialist State forestry regulator rather than numerous councils.4?
Assessment is undertaken by agencies with forestry-specific technical capability, including
plantation assessment officers and forestry regulators.

The strength of the Victorian model is that Councils can consider local land-use conflicts, road
impacts, fire management, landscape values and community concerns. Furthermore, the model
is more closely integrated with broader regional planning processes.

However, investor interests generally agreed the Victorian model has led to perceived
inconsistency in rulings across LGA areas (within the Murray Region and more broadly across
the state) and therefore uncertainty for investors. The NSW model features less involvement by
local governments who may not have the necessary skills in-house to administer and regulate
new plantation developments. Furthermore, the relevant state officers routinely carry out the
assessments and are familiar with forestry practices, which in turn increases the speed at which
applications are considered. 46

Furthermore, in Victoria, prospective investors need to obtain approvals from the LGA and then
address separate reporting and compliance obligations at the LGA, State and potentially at the
national level (i.e. 3 levels of government); whereas in NSW, most if not all reporting is through
the Statewide Plantations Regulation Unit.

42 PF Olsen (2025, p 12)

43 NSW Government (2026b) Plantation Authorisation.
44 Service NSW (2026) DPI Plantation Forestry.

45 Service NSW (2026)

46 PF Olsen (2025, p 12)
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On this basis, one intervention option for consideration is Victoria moving to a model more akin
to NSW (and Tasmania), with state-management systems for approvals and administration.

The benefit for prospective investors would be a more streamlined regulatory process and more
consistency and therefore certainty about those processes and outcomes.

This intervention would be relatively complex and highly challenging for Victorian government
stakeholders at the State and LGA levels. It would require substantial stakeholder engagement,
especially between the State and multiple LGAs — and negotiation that recognises a level of
relinquishment of authority and control from the LGAs to the State. The potential benefit for a
LGA is a state-level regulatory model would likely reduce the administration burden associated
with plantation approvals and may encourage further investment in plantations in the region.
Expansion may be attractive to some LGAs in the Murray Region, though not necessarily all.

Subject to in-principle support or acceptance by stakeholders, regulatory changes would be
required, including new legislation, and this would require a RIS. This would add to the
challenges and costs associated with government staff time costs and consultation processes.
Indicatively, the full implementation of this intervention would be expected to take 3-5 years, and
the potential benefits arising thereafter.

The potential benefit of realising new plantation investment from this intervention would be
realised in Victoria only, in theory, unless a prospective investor was looking at an investment
that spanned the NSW and Victorian border and the regulatory framework in Victoria was a
significant impediment.

The relatively low uptake of the Australian Government SPE grant funding in the Murray Region,
and Victoria in particular, may be attributed in part to regulatory challenges. However, project
consultation for this review clearly indicates there are other key factors are at play — i.e.,
challenges in realising a return on investment that is competitive, realising an acceptable
investment scale, and other investment risks.

Given this intervention option would be applied statewide, the Victorian State Government
should consider the extent to which the changes to the regulatory framework would provide
benefits across other plantation regions in the state; for example, in Gippsland, Central Victoria
and in the Green Triangle region. In relation to Gippsland, the recent review of key barriers to
new plantation investment in the Gippsland Region clearly supported this option to establish a
state-level model for administration/approval of new plantation developments.4’

This intervention option may duplicate or create some overlap with the Investment Concierge
role (#6) under consideration, especially if it were to establish a Plantations Regulation Unit in
Victoria that managed a more streamlined administration and approval process. In this context,
these 2 options could be seen as alternatives; but in other respects, regulatory changes in
Victoria to provide more consistency and potentially more streamlined and faster processing of
applications would be complementary with other interventions.

Summary: Establishing a Plantations Regulation Unit in Victoria
The benefits and key strengths of this intervention option are:

e It should provide a more streamlined regulatory process with more consistency and
therefore certainty for prospective investors about those processes and outcomes.

e |t would provide a clear signal of State government intent to support new plantations.
The limitations are:

¢ It would require a complex and challenging transition from planning provisions administered
by LGAs to the State government, with associated regulatory changes, which would take
considerable time with associated costs.

47 PF Olsen (2025, p12)
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5.6 Summary of options for new initiatives

A summary of all the options for new initiatives and incentives for the Murray Region is set out
schematically in Figure 5-1.

This summary highlights the range of options available and presents these in the context of
2 key considerations:

e The relative scale of potential impact in realising new plantation investment in the region;
and

e The extent of public sector commitment and investment to leverage private sector
investment in new plantations, while also realising broader, public benefits.

This summary is intended to show there is a range and a progression of options to be
considered, which extend from relatively low cost initiatives with low specificity and expectations
of the outcomes (‘quick wins’), to more substantive, more prospective options, including overt
incentives (including removal of impediments to effective market functioning) to drive private
sector investment, through to options that would involve major public sector commitment and
investment to realise new plantations and broader, public benefits.

Figure 5-1: Range of options for new initiatives and incentives for plantation investment

M Low costs but high level of specificity on outcomes High costs with high levels of specificity on outcomes

Establish new matched
funding-partnership
model (e.g. GPIP) within
Murray Region

| Impact subject to scale of
' funding made available
Establish Investment . .
Concierge to facilitate Establish designated

more tailored Plantation Forestry

investment pathways Zones within
the Murray Region

L4

Develop Opportunity Continue with
Assessment for the SPE-styled grant . X
______________________ Murray Region ______| incentives to encourage |__| Victoria to establish |

Statewide Plantations

new plantations i .
Regulation Unit

Support more regular :
reviews and updates of :
FullCAM for ACCU i

(Scale impact in VIC only)

Increasing scale of potential impact in realising new plantation investment

bushfires

Scheme methods Increase support for
Clear guidance on likely strategic investment in Continue investing in
impact of EPBC reforms processing & bushfire risk mitigation —
on plantation manufacturing infrastructure,
investments Joint initiative with i technologies, systems
insurers to explore :
Clear guidance on scope for reducing i Continue to support
current grower bushfire insurance costs : industry R&D to realise
insurance options for : productivity gains

Low costs and low level of specificity on outcomes High costs but low level of specificity on outcomes
L

r

Increasing level of public sector commitment and investment to realise new plantations & public good benefits

Quick wins More substantive, prospective options Prospective with higher private benefit Major government commitments

Therefore, while this report has highlighted 5 prospective interventions for particular attention
by the Hub and its stakeholders, there is a wider range of interventions that could be considered,
subject to the levels of commitment and investment that can be made by these stakeholders in
specific outcomes.
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This report has also highlighted that the factors influencing plantation establishment in Australia
are multi-dimensional and deeply interconnected.

Financial competitiveness, planning complexity, policy uncertainty, carbon market uncertainty,
immaturity of nascent biodiversity markets, bushfire and climate change risks, and social
acceptance all interact to constrain investment decisions

Except for a large-scale public-private co-investment model with a significant level of matched
funding such as GPIP in Victoria, there is no single intervention that can be reasonably expected
to unlock and realise new plantations in a tranche of 10,000 to 20,000+ ha. However, GPIP
represented a commitment by State government of over $100 million, over 10 years, a major
investment by the public sector to realise a combination of public and private benefits for
implementation partners. An evaluation of the GPIP initiative has not yet been undertaken given
the program is still at an early stage. Given the scale of investment outlay, an independent
evaluation of the costs and benefits may be sought before further public funds are allocated to
a major co-investment model of this nature.

If not through that type of major co-investment model and associated large-scale funding
support, then encouraging new plantation investment in the Murray Region will likely require a
concerted set of initiatives that collectively strengthen the enabling policy and investment
settings for private sector led investment. As outlined in this review, these initiatives could
comprise:

e preparing an Opportunity Assessment to attract plantation investment in the region

e establishing Plantation Forestry Zones within the region

e establishing an Investment Concierge, potentially at the State level in NSW and Victoria
e establishing a Plantation Regulations Unit within Victoria

e supporting regular reviews and updates of FullCAM for ACCU Scheme methods

e investing further in bushfire risk mitigation infrastructure, technology and systems.

In addition, the sector should seek to continue investing in industry R&D to support productivity
gains within the existing plantation estate as well as any newly established plantation forests.

These initiatives are vitally important to supporting one of Australia’s most significant plantation
forestry concentrations, with about 170,000 ha of predominantly radiata pine plantations
integrated with major sawmilling, MDF, pulp, paper and packaging facilities. From within this
region, the sector supplies structural timber, panels, paper and packaging products to domestic
and export markets. Furthermore, in 2021/22 (post the Black Summer bushfires with ongoing
salvage operations) it supported more than 2,100 direct jobs and generated up to $3.8 billion in
gross value of output for the region, including $1,985 million from flow-on effects. 48

The key strengths of the region include its large-scale resource base, established processing
infrastructure, skilled workforce and efficient freight networks between major markets in Sydney
and Melbourne, and other markets across the east coast of Australia.

This report has highlighted significant interest among a broad and diverse range of investors in
the potential for investing in new plantations within the region, with a suite of objectives including
investment returns, timber production, carbon sequestration, ACCU generation, and the
potential for nature positive impacts including land restoration and biodiversity gains.

This positive level of interest should contribute further to strong drivers for addressing the
apparent challenges and impediments.

48 Mylek et al. (2023)
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Annex 1: Review of previous schemes and initiatives

Softwood plantation development in the Murray Region began over a century ago, amid
government concerns about future timber shortages and the depletion of native forests.

Initial radiata pine trials occurred in the Murray Region from the late 1800s, but plantation
establishment accelerated after the creation of the NSW Forestry Commission in 1916 and the
expansion of Victoria’s Forests Commission programs from 1918 onward. Early plantations
were commonly established on degraded or under-utilised Crown land.

Development intensified substantially during the 1960s and 1970s through the Commonwealth—
State Softwood Forestry Agreements (SFAs). These agreements“®, firstimplemented for 1967-
71 and extended for 1971-77, provided long-term concessional Commonwealth loans to state
governments to rapidly expand plantation estates. The policy objective was national self-
sufficiency in softwood timber products, particularly structural timber for post-war housing and
construction demand.

Under the SFA model, state forestry agencies identified and secured land suitable for plantation
establishment. In Victoria and the Murray Valley, this initially included clearing some native
forest areas for conversion to radiata pine plantations, particularly where governments
considered the land more productive for plantation forestry. The SFAs resulted in rapid
plantation expansion around Tumut, Tumbarumba, Albury-Wodonga, Benalla and the Upper
Murray areas of the region.

In Victoria, the Forests Commission established its “PX” (Plantation Expansion) program, which
effectively became Victoria’s principal operational mechanism for implementing and extending
the objectives of the national SFA framework within the state. Victoria’s PX program
commenced in 1961, several years before the first formal SFA of 1967. It stablished ambitious
annual planting targets—approximately 2,000 ha per year—with the aim of creating an
80,000 ha government softwood estate over 4 decades. The program focused heavily on radiata
pine and drove major expansion in north-eastern Victoria, including the Upper Murray, Benalla,
Wangaratta and Myrtleford regions, closely linked to the adjoining Tumut and southern NSW
plantation resource.

The PX initiative reflected growing state-level concern regarding future shortages of
construction timber and the need for a large, strategically planned softwood estate based
primarily on radiata pine. When the Commonwealth introduced the SFAs in 1967, Victoria’s
existing PX framework provided a ready-made program through which Commonwealth
concessional loan funding could be deployed. The SFAs supplied substantial long-term finance
from the Commonwealth to states for plantation establishment, land acquisition, roads,
nurseries and associated infrastructure.

By the late 1970s, increasing environmental opposition to native forest conversion led
governments to shift increasingly toward purchasing private farmland for plantation
development. A review of the Softwood Agreements in 1976 advocated that clearing of native
forest for softwood plantations should cease. Various state government native vegetation
policies further restricted this approach over the following 15 years.

Land purchases by government

From the early 1980s, significant areas of cleared private land were purchased by the NSW and
Victorian Governments. This generally prioritised areas adjacent to established plantations (i.e.
west and north of Tumut, northern Green Hills and Carabost at Tumbarumba, and to the south
and east of the Shelley plateau and in the Tallangatta Valley in Victoria).

In some cases, this led to community opposition based on various issues including a perceived
diminution of communities, landscape changes and the management of weeds, pests and fire.

49 Agreements made under the Softwood Forestry Agreements Acts of 1967, 1972 and 1976, under which
the Commonwealth provided favourable loans to the States to establish and maintain softwood plantations.
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The Victorian Land Conservation Council had recommended a doubling of the softwood estate
in 1982. Opposition, particularly in Gippsland and the Otway Ranges, continued to grow and
eventually coalesced into increasingly active community groups, culminating in the declaration
of the Tallangatta Valley as a “Pine Free Zone” in 1989. The Victorian State Plantations Impact
Study (SPIS) was commissioned in 1988, in response to community opposition to the
government’s program for expanding softwood plantations on farmland in north east Victoria.

In 1990, the total area of softwood plantations in the Murray Valley was around 172,000 ha. The
pending privatisation became a focus on the Victorian Government’s public policy until sale of
the asset to HVP in 1998.

Farm forestry loan schemes

Coinciding with the Commonwealth-State SFAs, the Victorian and NSW Forestry Commissions
initiated farm forestry loan schemes, which ran for varying periods between the mid-1960s and
early 1980s. Both provided zero interest loans for defined periods. A summary and comparison
of the key terms and the farm forestry area established under the schemes is presented below.

While moderately successful in terms of areas established, a consistent theme with these
programs was the high administrative cost to government. % For example, de Fegely et al (2011)
reported the Victorian farm forestry loan scheme was costing $4,000 per agreement or around
$166/ha in administration costs —with ongoing alterations to agreements and follow up costs.5!
These concerns contributed to a waning of support for the schemes over time.

Table 6-1: Summary of farm forestry loan schemes in Victoria and NSW, 1960s-1980s

T

Period 1964 - 1983 1966 - 1975

Area established 8 270 ha 2880 ha

Loan terms 25 years (12 years 0% interest) 40 years (7 - 15 years 0% interest)
$125 to $200/ha $125 to $200/ha

Land 750+ mm annual rainfall Min 2 ha, max 40 ha

Liquidity Loans not transferable

Species P. radiata, Poplar spp., E. regnans P. radiata, Poplar spp.

Advice Advice provided by respective Forestry Commission

Source: University of Melbourne (2018) Next Generation Plantation Investment Research Project - Benchmarking
analysis: Part 1 Australia’s history of plantation development, policy and incentives.

Summary for farm forestry loan schemes:

Operating period: 1960s — 1980s

Total area established:  ~11,000 ha of a mix of radiata species, Poplar spp., Eucalypt spp.
Success in expansion: Moderate, noting dispersed areas of establishment, and mix of species

Key limitations: Reportedly very high administrative cost to government

Regional Plantations and Private Forestry Development Committees

In addition to the State-led farm forestry loan schemes, Various farm forestry support networks
have been established through Commonwealth and state government initiatives. Funded by the
National Heritage Trust, the National Farm Forestry Program ran from 1996 to 2001,
encouraging incorporation of commercial tree growing into farming systems.

50 Jenkin, B (2018) Next Generation Plantation Investment Research Project. Benchmarking analysis.
51 de Fégely et al. (2011, p55).




MARSDEN JACOB

Indufor

A key outcome of the national program was the establishment of a network of regional plantation
committees (RPCs) which operated until 2009. RPCs were designed to promote networks,
increase the tree growing skill base, initiate demonstration trials, and develop regional
strategies. Funding ceased in 2009, although some of the networks continued in various forms.

Plantations North East Inc (PNE) was the Private Forestry Development Committee established
in 1996 for north-east Victoria%2. The charter of PNE was broadly to support:

e planning, infrastructure and industry coordination

e development of regional feasibility studies for plantation investment

o development of regional plantation & farm forestry strategies to encourage forest industries
o formulating marketing, investment and wood flow plans

o facilitating communication between stakeholders

e improving information flows on marketing & management of plantations and private forests.

PNE developed a goal to establish 25,000 ha of private softwood plantations largely in the
Towong Shire. However, less than 1,500 ha was ultimately established.?® PNE Inc was
ultimately wound up following increases in insurance and fees that could not be sustained.

The Farm Forestry North East (FFORNE) Project was another initiative established under this
banner of farm forestry schemes that have operated in the Murray Region. Established in 1996
as a 3-year project, the Victorian Government initiative provided $1.2 million per year to trigger
the development of a self-sustaining farmland-based forest industry in north east/north central
Victoria. % To achieve this aim, a project based around the establishment of 4 hardwood species
(Eucalyptus globulus, E. nitens, E. saligna and E. grandis) was implemented.

To participate in the project landholders were required to: (i) provide an area of least 10 ha,
(i) fence the plantation site, (iii) provide $500-700/ha cash to participate in the project, and
(iv) sign a formal agreement with the State government, registering the project on title and
stipulating establishment and management of the plantation for sawlog for the duration of the
required rotation.

The crop belonged to the landowner, and the agreement specified the management program
required to produce sawlogs.

The target was to establish 16,000 ha in total, to facilitate 800 ha to be harvested per year over
a 20-year cycle. However, after 3 years the project had established around 1600 ha across 120+
plantations; and thereafter, the millennial drought severely impacted the FFORNE plantations
established and the program lost momentum as interest and support waned.

The total area of FFORNE plantations today is estimated to be less than 1,000 ha, with only a
small proportion producing or capable of producing high value sawlogs.

Summary for the National Farm Forestry Program and RPCs:

Operating period: 1990s — 2000s

Total area established: ~ ~3,000 ha in the region, of Radiata pine and eucalypt species.

Success in expansion: Low-Moderate, noting dispersed areas of establishment, and mix of species
Key limitations: Loss of momentum during Millennium drought period, and ongoing costs

borne by growers after the establishment phase.

52 Stewart et al. (2007) Social dimensions of plantation expansion in north east Victoria.
53 Stewart et al. (2007, p104)
54 Noble, P. (1999) Farm Forestry North East (FFORNE) Project Growers Survey. NRE, Victoria.
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ANM / Norske Skog Joint Venture program

Alongside the government-led programs, some of the leading industry companies established
their own programs to facilitate new plantation investment.

A leading example is Australian Newsprint Mills (ANM), which embarked on a plantation
program in 1985 primarily to secure feedstock for its Albury newsprint mill. However, it was
recognised that direct pulpwood crops were not likely to be profitable, so a multi-thin regime was
instituted to generate pulpwood at thinning and sawlogs. The program acquired freehold land
west of Tumbarumba but looked to supplement the estate with private joint ventures.

This program was initially very successful, with numerous landholders offering land that was
often still covered in native forest, with the attraction of generating a return from otherwise
unproductive land. The joint venture program was based on a crop share arrangement, with pre-
agreed returns based on the parties’ relative inputs over the course of the rotation. This varied
from 15% to 50% depending on whether just land, or other contributions were made by the
landholder. Approximately 1500 ha of joint ventures were established across 20 properties, with
block sizes ranging from <10 ha to 200 ha.

ANM was subsequently sold to Fletcher Challenge, then to Norske Skog in April 2000. The new
owners rationalised the plantation program, ultimately selling the estate to institutional investors
in 2005.

A strength of this program was that it had a clear program objective — to generate pulpwood but
adopted a sawlog regime to maximise returns — and it was supported by a dedicated, long
serving joint venture manager offering an offtake agreement. However, it struggled to find
suitable land after vegetation clearing controls were enacted; and relatedly, some sites
established were on marginal land, which were not easy to access, particularly for wet weather
access; and there were relatively high management costs for the owner in setting and
maintaining the joint venture agreements.

Summary for the ANM joint venture scheme:

Operating period: 1985 - 2000

Total area established: ~1,500 ha of radiata pine.

Success in expansion: Low, in total plantation area, and dispersed areas of establishment
Key limitations: Largely singular focus on pulpwood supply; mainly attractive for more

marginal lands: and required substantial input costs from the manager.

State Forests Softwood Joint Venture program

Commencing in the late 1990s, Forests NSW (now Forestry Corporation NSW) set up a joint
venture program that established around 3,000 ha predominantly in the Tumut/Tumbarumba
area of NSW. The objective of the program was to supplement the plantation expansion program
specified in the Visy Agreement to plant 20,000 ha. Poor uptake initially necessitated some
planting being undertaken at Bathurst, and west of the Hume Hwy where around 250ha of
P. pinaster plots were established.

Most of the program involved the payment of annuities for leasing land, with landholders
allocated a small portion (2.5%) of the residual crop value. The lease fee was based on 5% of
the land value (as assessed by the government valuer). Lease fees were indexed at CPIl. Term
was a minimum of 25 years and up to 30 years. Condition of the land at hand back included
harvest slash and stumps in situ.

In this model, Forests NSW retained the timber rights. The agreements were established by the
State Forests Joint Venture Manager, and responsibility was handed over to the regional staff
to manage operationally.

However most of the JVs established at Tumbarumba were severely damaged in the Jananee
fire in 2014, which largely brought this program to an end.
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The positive and effective features of this program were that it had a strong strategic imperative
for Forests NSW, good alignment technically with its existing plantation program, and it was a
relatively simple commercial arrangement with a standard indexed lease fee.

However, key limitations included the sites available for establishment for were often marginal;
the landholder was entitled to only a fraction of the returns at harvest, which appeared to
contribute to declining support for attaining the final crop outcomes; and lease fees were based
on arural land market valuation and may not have reflected the crop’s capacity to pay in respect
to the wood processing locations.

Summary for the Forests NSW joint venture scheme:

Operating period: Late 1990s — early 2010s
Total area established: ~3,000 ha of radiata pine.
Success in expansion Low-Moderate, in total plantation area, dispersed areas of establishment,

and ultimately substantial bushfire damage and conversion to other land uses

Key limitations: Uptake was mainly on more marginal lands; resulting in lower productivity,
significant drought impact and exposure to increased fire risk.

Managed Investment Schemes

The introduction and expansion of Managed Investment Schemes (MIS) in the late 1990s
represented the most significant driver of new plantation investment in Australia over the past 3
decades. Although forestry investment schemes had existed in various forms since the 1930s,
the legislative reforms introduced through the 1998 Managed Investments Act created a
powerful incentive for retail investors by enabling full upfront tax deductions for plantation
establishment, management and leasing costs.

The sector expanded rapidly in response to investor demand, with plantation companies
establishing large areas of both hardwood and softwood plantations, although the dominant
focus was on short-rotation hardwoods. Several companies, including Willmott Forests, Gunns
Limited and Agriwealth, were active in developing long-rotation softwood plantations in the
Murray Region between 2000 and 2010.

A major catalyst for MIS investment was the joint government—industry initiative, Plantations for
Australia: The 2020 Vision, launched in 1997. The initiative set an aspirational target of
expanding Australia’s plantation estate to 3 million ha by 2020 through private sector
investment. Rather than direct public funding, the strategy focused on creating an enabling
environment for plantation development through planning reform, improved market information,
research and development, and greater public awareness of plantation forestry.% Under this
framework, MIS investment became the principal mechanism for achieving plantation expansion
targets, and prior to the Global Financial Crisis (GFC), establishment rates suggested the target
was achievable.

The GFC of 2008—09 exposed major structural weaknesses in the MIS model. Six of the 9 major
forestry MIS companies collapsed as debt markets tightened, and new investor inflows declined
sharply. The downturn highlighted the risks associated with using tax incentives as the primary
mechanism for attracting capital. In many cases, the tax deduction became the principal
attraction for investors rather than the long-term commercial performance of the plantation asset
itself.

These vulnerabilities were amplified in long-rotation forestry projects, where upfront investor
contributions were required to sustain plantation management over periods of 15 to 25 years or
longer. Many schemes depended heavily on continual new investment to maintain operational
cash flow and support existing plantations. When investment inflows contracted during the GFC
and refinancing options diminished, several companies rapidly became financially unviable.

55 de Fegely et al. (2011, p53).
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Additional structural weaknesses were associated with land acquisition. Tax provisions
generally did not allow deductions for land purchases, resulting in many MIS companies
financing large freehold land portfolios through substantial bank debt.

At the same time, strong investor demand for plantation projects contributed to rising land prices
in several regions. Combined with the high costs associated with managing retail investment
products and raising capital upfront, these factors left the sector highly exposed to financial
market volatility.

Despite these failures, the MIS model proved highly effective in mobilising private capital at
scale. Between the late 1990s and late 2000s, the sector raised more than $5 billion and
facilitated the establishment of over 520,000 ha of plantations, including approximately
492,000 ha of hardwoods and 29,000 ha of softwoods. % However, concerns regarding poor site
selection, inappropriate species choice and weak long-term commercial viability contributed to
expectations that a substantial proportion of these plantations would not be replanted following
harvest.

Questions also emerged regarding the efficiency of the associated tax expenditures. Some
softwood MIS schemes reportedly involved establishment fees exceeding $20,000/ha (in circa-
2010 dollars). Given that these costs were generally tax deductible, the resulting public revenue
forgone in some cases exceeded both land acquisition and establishment costs. This suggests
that while the MIS framework was highly successful in attracting investment capital, it was a
comparatively inefficient mechanism for delivering a durable and economically sustainable
plantation estate.

The rapid expansion of the MIS estate also generated significant social and regional tensions.
Large-scale freehold land acquisitions in some districts contributed to perceptions that
plantation companies were distorting rural land markets. While the sale of farmland often
provided ageing landholders with an opportunity to retire or restructure, rapid land use change
also raised concerns regarding community displacement, employment impacts, and increased
risks associated with fire, weeds and pests.

Summary for MIS:

Operating period: Late 1990s — late 2000s

Total area established:  ~15,000 ha in the region, mostly Radiata pine with some Eucalypt species
Concurrently, over 500,000 ha across Australia.

Success in expansion: Highly successful in establishing new commercial plantations at scale; but
ultimately unsuccessful as a sustainable model for plantation investment

Key limitations: Numerous contributing factors including unsophisticated investor behaviour,

a high-cost model for investors and managers, unfavourable market
conditions, the Millennium Drought, and the GFC destabilising investments.

Regional Investment Corporation

In 2018, the Australian Government established the Regional Investment Corporation (RIC), as
a specialist finance provider for farmers, farm-related small businesses and potentially
plantation businesses.

Following the 2019-20 Black Summer Bushfires, RIC released a call for applications in late 2021
in relation to a Plantation Loan facility. A concessional, low-interest loan was made available for
eligible commercial growers to develop a plantation or replant bushfire-damaged plantations,
for planted areas greater than 30 ha.

The loan offer was for amounts of up $2.5 million over 20 years, with interest only payments for
defined periods, e.g. 5-15 years. Importantly, a pre-condition for a RIC loan was the
development and approval of a plantation management plan, encompassing good practice
interventions for the tree crop establishment and maintenance, through to sales and marketing

56 de Fegely et al. (2011, p53).
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of plantation products, with the approval arising from a professional forester, plus insurance
arrangements in place that cover for loss due to bushfires.

The uptake of the RIC Plantation Loan has not been publicly disclosed. However, it is
understood the uptake was minimal and the Plantation Loan facility was discontinued in
2023/24 57, This can be attributed generally to the loan terms and application requirements being
more onerous than the benefits of a low-interest loan facility.

Summary for RIC:

Operating period: 2021 - 2023

Total area established:  Not available; understood to be negligible.

Success in expansion: Low; loan facility discontinued after two years.

Key limitations: Not specified; potentially loan application requirements being more onerous

than the benefits of a low interest loan, i.e. not addressing key impediment.

Support Plantation Establishment program

More recently, the Australian Government has been providing grants to support the
establishment of new long-rotation softwood and hardwood plantation forests across Australia.

The Support Plantation Establishment (SPE) Program was set up to provide a total of
$73.45 million (GST exclusive) in grant funding over 4 years from 2023-24 to 2026-27. A total
of 82 projects has been announced and are currently underway or complete. Project delivery
will continue throughout 2026-27 %8,

The SPE program provides grants of $2,000/ha (for a minimum planting area of 20 ha) to
support new long-rotation softwood and hardwood plantations on previously cleared land not
used for forestry in the past 7 years. With funding of ~$74 million, available from 2023—-2027,
the program aims to boost domestic timber supply and support climate goals. Eligible applicants
include private companies, farm foresters, First Nations enterprises, and government bodies.
Projects require a co-contribution equal to the grant funding, with no cap on maximum grant
amounts. Funding can cover planting, site preparation, and establishment costs, and applicants
must submit a management plan endorsed by a qualified forestry professional.

Through 3 rounds of funding, the program is supporting approximately 40,000 ha of new
plantations. Of this total, around 40% has been allocated in NSW (~16,000 ha), 5% in Victoria
(1,800 ha), and the balance in Tasmania (7,500 ha), Western Australia (7,000 ha), the
Northern Territory (5,500 ha) and Queensland (800 ha), as shown in Figure 6-1.

Although the total project allocations in NSW are relatively substantial, most of the projects are
in the Central West NSW region around Bathurst and Oberon, and the area of SPE-funded
projects in the Murray Region is relatively small and estimated to be less than 500 ha, i.e. around
1% of total SPE allocations. The reasons for this relatively low uptake in the Murray Region are
not definitively known and hence the rationale for this qualitative review of the barriers or key
impediments to new plantation investment in the region. Potential causal factors relate to
limitations on suitable land availability, land parcel size, land price, and regulatory challenges
associated with establishing new commercial timber plantations in Victoria. However, these
factors are others are explored further in section 4 (literature review) and section 5 (investor
perspectives) of this report.

57 Craik, W (2024) Review of the Operation of the Regional Investment Corporation Act 2018.
58 Australian Government (2026) Support Plantation Establishment program.
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Figure 6-1: New plantation establishment supported by SPE grants, 2023/24 - 2025/26
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Source: Australian Government (206) Support Plantation Establishment program.

Summary for SPE grant program:
Operating period: 2023 - ongoing
Total area established: ~ ~40,000 ha nationally; but less than 500 ha in the Murray Region

Success in expansion:  Reasonably successful at the national level, with effectively full uptake of the
Australian Government allocation of ~$74 million over 3 rounds; but not
especially successful in incentivising new plantations in the Murray Region.

Key limitations: Competitive bidding for a capped program budget allocation.

Victorian Plantations Support Program

Most recently, the Victorian Government has established the Victorian Plantations Support
Program (VPSP) to promote the development of long-rotation hardwood and softwood
plantations across Victoria. The VPSP provides supplementary funding (up to $1,000/ha) to
select applications that have been approved to develop plantations in Victoria under Round 3 —
Batch 5 onwards of the Commonwealth Government’s SPE program. By incentivising a greater
uptake of the SPE Program, the State government is expecting the VPSP to help expand and
diversify Victoria's plantation estates to meet local timber needs. 5°

Round 1 of the VPSP will make $2 million available to eligible applicants. Approved applicants
may receive a total maximum of $200,000 (ex-GST) per eligible SPE project. For applicants
applying for funding for multiple eligible SPE projects, the total combined project area cannot
exceed 500 ha.

Applications opened in August 2025 and Round 1 will close in mid-2026. At this stage, there is
no published data on which to assess the effectiveness of this VPSP.

59 Agriculture Victoria (2026b) Victorian Plantations Support Program.
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