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| GENERAL MACROECONOMIC CONDITIONS
AND FORESTRY POSITION IN NATIONAL ECONOMY

I.I General Macroeconomic Conditions
of the National Economy

Economic Growth

Contrary to a slight improvement in 201 |, the gross domes-
tic product experienced a year-on-year decline in 2012, na-
mely by 1.2% at constant prices. The situation even worse-
ned in the course of the year and the drop in GDP in the
Czech Republic was more profound than both in the EU 27 as
a whole and the euro area.

Calculated form the Eurostat preliminary data, the Czech
Republic reached, in 2012, 80% of average GDP volume in-
dex per capita in the purchasing power parity for the EU 27.
Converted at the current exchange rate, this represents a ra-
tio of 57%.

In 2012, supplies contributed to the overall economic grow-
th at constant prices adjusted for season variations mainly
through household expenditure, which was 3.5% lower than
in the preceding year. Formation of the gross fixed capital
noted a year-on-year decline by 1.6%, while foreign trade had
a positive effect on GDP with export of goods and services
growing by 4.1% and imports by 2.1%.

On the side of demands, the gross value added (GVA) at con-
stant prices adjusted for season variations decreased by 1.1%,
agriculture, forestry and fishery being the most significant sec-
tors declining by 13.6%.The GVA of manufacturing industry
remained constant representing 99.9% of the year 201 1.

The general unemployment rate in 2012 increased by 0.3%
against 201 | and reached 7.0%.

Macroeconomic indicators of national economic deve-
lopment"

CZK billion 38414 38435
GDP in current prices
year-on-year index 101.1 100.1
EU 27 = 100 80
Relative GDP per capita?
EU I5 =100

Average inflation rate

CZK billion 145.8

Trade balance

Balance of the state
budget

CZK billion -142.8 -101.0

Deficit in the sector
of state institutions®

Unemployment rate

% GDP -3.25 -4.38

(mean)®
— parity (mean) CZK/$ 17.688 19.583
Notes:

1) Data published by 2 April 2013.

2) Purchasing power parity, preliminary data for 2012 (Eurostat).

3) Average monthly gross nominal earnings on a full-time equivalent number
of employees in the national economy.

4) Interest rates — situations of trades, | 2-month average.

5)  Balance in the sector of state institutions (ESA 1995).

6) Share of unemployed persons in total labour force by Eurostat and ILO.

Source: Czech Statistical Office, Czech National Bank, Eurostat
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Share of agriculture"), forestry?, fishery® and food industry® on the GVA in basic prices (%)

Food

Agriculture Forestry Fishery ey

Current prices

Constant prices of 2005

Notes: Source: Czech Statistical Office, quarterly accounts results; revised data
1) Including game management and related activities.

Including related activities.

Including fish culture and related activities.

Production of food and beverages, and tobacco products.
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Structure of forest ownership in the Czech Republic in
2012

1.2 Forest Ownership Structure

Area of forest stands
Ownership

Note:

(*) original large FMPs owned by the state — validity from 1981 to 1996, part-
ly from 1997; private owners and municipalities manage their forests under
an abstract from FMP and will have new FMPs upon their renewal.

Source: FMI

1.3 Principles of State Forest Policy

The Government of the Czech Republic adopted a policy
document named “Principles of State Forest Policy* by De-
cree No. 854 of 21 November 2012.

The Principles of State Forest Policy follow the “Basic Princi-
ples of State Forest Policy” adopted under Government De-
cree No. 249 of || May 1994 and complement the State
Forest Programme for 2013 approved under Government
Decree No. 1221 of | October 2008.

The Principles encompass the most important propositions
in the forest sector and define the primary mission of the
forest. They determine long-term objectives of the State Fo-
rest Policy giving general considerations, including a potential
of using public authority in forest matters. Finally, they esta-
blish the main measures aimed at reaching the mentioned
long-term objectives. Their purpose is not to specify indivi-
dual activities in the forest with precision but rather set the
future trends in the forest sector in order to retain all forest
functions.

The Principles of State Forest Policy delimit the new approach
to enforcing public authority in forestry, which means,among
others, that:

e forests determined to meet the defined public interests
are above all those owned by the state,

® the public authority uses its powers only in such cases
when the natural efforts of forest owners to duly manage
and improve their properties do not suffice to secure
the public interests defined by the State Forest Policy,

® instruments used by the public authority towards forest
owners shall be adequate to fulfil the desired purpose.In
cases when more than one instrument may be used, the
authority shall decide for the one that is most reasonable
but that also limits the forest owner’s rights to the mini-
mum extent.

Long-term Objectives of State Forest Policy

I. To preserve the forest and forest land for future genera-
tions.

2. To enhance competitiveness of forestry.

3. To enhance biodiversity in forest ecosystems, their integri-
ty and ecological stability.

4. To reinforce the importance of the forest and forestry
for rural economic development.

5. To reinforce the importance of education, research, and
innovation in forestry.
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2 FOREST SECTOR OVERVIEW

2.1 Recognised Sources of Forest
Reproductive Material

Sources of identified reproductive material

As at |5 December 2012, the registered reduced tree area
(i.e. the tree area fully useable for standing volume produc-
tion) amounted to 70 950.40 ha of sources type “stand* in
6 611 recognised units. Total 427 recognised units of type
“seed source” were registered. In comparison to the year
2011, the numbers of both sources of type “stand* and
“seed” grew by 0.62% and 13.87% respectively. The increase
in the number of trees in sources “seed” was more signifi-
cant, namely by 22.36%.

Sources of selected reproductive material

As at |5 December 2012, the registered reduced tree area
amounted to 75 890.96 ha of sources type “stand“ in 7 458
recognised units. Stands of phenotype category A covered
9 312.09 ha, i.e. a reduction by 857.72 ha (8.43%) against
2011.The area of stands of recognised phenotype category B
was 66 578.87 ha, i.e. a decline by 5 308.38 ha (6.0%) against
the preceding year.

Sources of qualified reproductive material
Parent trees / clones

As at |15 December 2012, the Register of Recognised Sour-
ces of Reproductive Material listed total 9 334 clones. Coni-
fers amounted to 6 310 plants, i.e. 67.61%, and broadleaves
to 3 024 plants, i.e. 32.39%. Clones are registered for total
32 tree species, namely 10 coniferous and 22 broadleaf spe-
cies.The total number of clones in the database increased by
I5 against 201 I, i.e. by 0.16%.The number of coniferous clo-
nes grew by 101, while the number of broadleaved clones
dropped by | 16.

Seed orchards

As of 15 December 2012, the Register of Recognised Sour-
ces of Reproductive Material listed total 142 approved seed
orchards on total 320.72 ha. Seed orchards are established to
produce seeds of 9 coniferous and |3 broadleaf tree species.
Conifers involve 81.11% of the total area covering 260.14 ha
of land. Broadleaf species are grown on 60.58 ha.The autho-
rised entity newly registered four seed orchards in its data-
base in 2012.

Clone mixtures

Total 29 approved clone mixtures for 6 tree species on
23.08 ha of land were registered in the Czech Republic in
2012.The tree species were the Wych Elm (I clone mixture),

European Aspen (l), Norway Spruce (18), Black Poplar (5),
improved poplars (2), and the White Willow (2 clone mixtu-
res). No clone mixture was recognised or registered by the
authorised entity in 2012.

2.2 Forest Nursery Practice

Licences

The basic prerequisite for handling with forest reproductive
material (hereinafter referred to as “FRM®) is a respective
licence.As at 3|1 December 2012, the central register of seed
suppliers of the Ministry of Agriculture listed total 596 licen-
ce holders, namely 316 individuals and 280 legal persons.
Compared to 201 I, the number of such licensees dropped
by 24.

Area of forest nurseries

On the date of 31 December 2012, the total area of forest
nurseries marketing FRM amounted to | 809.68 ha, the actu-
al production area covering | 438.12 ha. In addition to open
production areas, the records listed 4.01 ha of glass green-
houses, 19.01 ha of plastic greenhouses and 7.426 ha of hot-
beds.
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2.3 Forest Regeneration and Reforestation

The area of regenerated forest stands was reduced against the
year 2011 by | 366 ha and amounted to 25 464 ha. Compared
to the previous two years, the area of regenerated forests was
smaller as a result of reforestation that followed less intensive
logging of 201 | and 2012. Natural regeneration increased to
total 5 561 ha, which is a visible growth against the past years.

The share of broadleaves in artificial regeneration reached
38.3%, which represented a negligible decline compared with
the preceding year.The share of spruce and beech in artificial
regeneration remained comparable to the year 201 1.

Artificial regeneration by tree species (ha)

Forest regeneration (ha)

Method
of regene-
ration

Source: Czech Statistical Office

2002 ‘ 2004 ‘ 2010 ‘ 2011 ‘ 2012

Artificial regeneration

ha

Note: including underplanting.
Source: Czech Statistical Office
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2.4 Cleaning and Thinning

Cleaning practices were carried out on total 46.2 thousand
ha of forests while thinning on 94.4 thousand ha. Both areas
declined against 2011, particularly the area managed using
thinning practices.

Cleaning and thinning (1 000 ha)

2000 115.5 163.2

2002 103.2 138.1

134.5

2006 123.4

2008 109.5

2010 129.3

2012 6.2 4.4 140.6

Source: Czech Statistical Office, FMI

Total annual timber harvest

Conifers 12.85 13.01
Total 14.44 14.54

Per | ha of forest 5.48 55

Note: volumes are given in m* under bark, minimum top diameter 7cm.
Source: Czech Statistical Office

13.92

15.6 17.68

2.5 Timber Harvest

The raw timber harvest in the Czech Republic totalled 15.06
million m? in 2012. Compared to the year 2011, this repre-
sents a reduction by 0.32 million m?. Priority was given to
salvage cutting (3.24 million m?) and supply of timber to wo-
od-processing industries.

The proportion between planned and salvage cutting was
relatively more favourable in the last two years.The share of
salvage cutting in total felling reached 25.4% in 2011 and
21.5% in 2012. The conditions for planned forest manage-
ment were thus more favourable than before 201 I.

Comparing the volumes of logged timber in individual speci-
es, the volume of harvested broadleaves stagnated, reaching
approximately 13% of total felling. The proportion of harves-
ted hardwood and softwood is mainly given by the structure
of available reserves in mature stands and by the demand on
the timber market.

2004 2006 2008 2010 2011 2012

16.12 14.88 15.07 13.34 13.06

16.19 16.74 15.38 15.06

59 6.67 6.10 6.30 5.78 5.8
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2.6 Forest Protection

From the point of view of forest protection, the year 2012
may be generally considered as rather favourable, particu-
larly when compared to the preceding years characterised
by salvage cutting due to natural disasters and subsequent
outbreaks of wood borers. This mainly applies to Bohemia,
which did not suffer from drought so much as other regions.
The principal damaging factors remained practically the
same as in the previous years. Wind and snow break, and
drought consequences dominated abiotic factors while out-
breaks of woodborers on spruce stands and damage by ex-
cessive stocks of hoofed game prevailed among biotic fac-
tors. The course of the weather was generally unbalanced;
extreme weather (sudden severe frost in February, drought
in spring, maximum temperatures in August) mostly affected

Salvage cutting by reason (million m?)

the entire country but extreme drought hit particularly the
regions of Moravia and Silesia. In 2012, the volume of salvage
cutting in the country amounted to approximately 3.3 milli-
on m’ that is a reduction by 0.5 million m*® against 2011,
when timber harvest totalled 3.8 million m3. The overall
salvage cutting thus brought positive figures representing
approximately 20% of the total timber harvest in the coun-
try.

Against 201 |, the total damage caused by abiotic factors was
lower by 20%, and the damage caused by biotic factors only
noted a decline by approximately 5%. However, the situation
varied largely in individual regions.While Bohemia recorded
lower damage in all factors, the situation in Moravia and Silesia
got generally worse with incrementing volumes of damage in
both abiotic (mainly drought, partly wind and snow breaks)
and biotic factors (bark beetle on spruce and honey fungus).
The chronic problems relating to excessive stocks of hoofed
game persisted in the entire country.

Reason

million m? million m? million m? million m? million m?

2000 2.39 0.08

0.32 329

2002

2006
______
2008 10.75
______

2010
______
2012

Source: FGMRI, Czech Statistical Office
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2.7 Forest Cer

Overview of certified forests in the Czech Republic

Area of certified forests (ha)

Ownership

State forests I 500 326 35 649

Legal entities 52 082 10 492
Total | 827 326 50 184
Source: FMI

2.8 Non-market Forest Products
and Forest Visitors

Visits to forests accessible to the public 1994-2012

Year

1994 105.7

1996 17.3 72.0

1998 19.4 80.7

2000 22.6 94.1

2002 19.6 8l1.5

2004 16.2 68.0

2006 18.8 793

2008 13.5 56.9

2010 20.3 85.3

2012 24.0 102.0

Note:

*  forest land accessible to the public (mostly excl. military forests and some
other areas).

Source: Czech University of Life Sciences Prague
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Total volumes of forest fruits and mushrooms picked by visitors in 1994-2012 (1 000 t)

Forest fruits

1994

1996

1998

2000

2002

2004

2006

2008

2010

2012

Source: Czech University of Life Sciences Prague
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3 MAJOR INDICATORS INTIMBER PRODUCTION

3.1 Changes in Forest Land Area

Changes in forest land area

Year 2001 2003 2005 2007 2009 2010 2011 2012
Forest land area 2638917 2644 168 2647 416 2651 209 2655212 2657 376 2 659 837 2 661 889

Source: Czech Office for Surveying, Mapping and Cadastre, FMI

3.2 Forest Categories by Their Functions

Individual categories of forests are distinguished by their
prevailing functions and the proportion of individual catego-
ries does not experience any marked changes. In the long
term, the category of special purpose forests has been slight-
ly increasing at the expense of production forests. A mode-
rate decline in the category of protection forests reflects the
fact that the current potential to designate new protection
forests is not fully used under relatively invariable natural
conditions.

Forest categories (ha)

Special
purpose
forest

Forest Production | Protection

categories forest forest

1938 129 65730 593 327 2597 186

Source: FMI
Development of forest categories

90
8= —
70 _— I D I
L nl m— 1 [ | | = production forests
soH —— I ) I ) B

* ol | || || |® protection forests
0H ——] I ——{ | = special purpose
wll || forests
St
o0 L L

1980 1985 1990 1995 2000 2010 2012
Year 3.3 Species Composition of Forests

Source: FMI

The total area of coniferous species has been constantly
decreasing. For example, the area of spruce dropped by
62 595 ha against 2000. In contrast, the share of broadleaves,
mainly oak and beech, has been growing thanks to the fores-
ters’ efforts to reach an optimum species composition of
forests.These practices enjoy long-term support under a go-
al-oriented national subsidy policy.
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Tree species composition of total timber land (ha and %)

Species 2008 2010

Timber land in ha and %

Source: FMI

3.4 Growing Stock and Increments

Growing stock volume (million m?)

Growing stock volume
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Development of Growing stock volume

800

680,6

685,6

700

600

mill. m*

1930 1950 1960 1970 1980 1990
Year

Note: Volume in m® u. b., min. top diameter of 7 cm.
Source: FMI

2000

2010

2012

Total mean and total current annual increments

1970 | 1980 m 2000 | 2010 | 2012
million m? u.b. annually

16.0

163 168 17.7 179

148 17.1 17.0 21.2

19.8 21.6

m? u.b. per ha of timber land annually

Note:

* Including forests of under 10 ha in size, forests not intended for wood

supply and afforested non-forest land.
Source: FMI
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4 FOREST SECTOR ECONOMY

4.1 Economic Situation of Forest Owners

The economic situation of forest owners of all categories
involved in forest management and other forest-based activi-
ties noted further improvement following the positive trend
from 2010-2011 and recovering from a serious recession
with unfavourable economic results in 2006—2009. Forests
owned by the state generated the highest profit (including
granted contributions and subsidies) (CZK 3 907/ha), followed
by private forests (CZK 2 103/ha). Municipal forests recor-
ded the lowest profit (CZK | 452/ha).The considerable im-
provement in the economic situation of forest owners was
mainly induced by the demand for raw timber, which remai-
ned constant despite the sharp growth of average prices of
decisive timber assortments.

Operation

Source: Ministry of Agriculture

The economic result (profit before taxation) per one ha of
forest land noted the highest year-on-year increase in the
category of state forests (by CZK 193), followed by munici-
pal forests (by CZK 171); private forests recorded the lowest
growth (by CZK 77).The state enterprise Lesy Ceské repub-
liky a.s. (also referred to as Forests of the Czech Republic,
state enterprise) played the crucial role in the economy of
state forests generating historically the highest profit before
taxation of CZK 5 478 million, i.e.a year-on-year increase by
CZK 203 million. Financial contributions for forest manage-
ment provided from the budgets of individual regions, reim-
bursement of certain mandatory costs from the state budget
(under the Forest Act) and financial means allocated from
the EU funds constituted again significant support for forest
owners (tenants).

Profit of forest owners
(incl. subsidies for forest management) (CZK/ha)

Profit before taxation 2009 2010 2011 2012

Source: Ministry of Agriculture
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Profit of forest owners only from forest activities
(excl. subsidies for forest management) (CZK/ha)

Profit before taxation 2009 2010 2011 2012

State forests 289 1 968 4017 4119
Private forests | 874 3268 3195 3371

Source: Ministry of Agriculture

Profit of forest owners only from forest activities
(including subsidies for forest management) (CZK/ha)

Profit before taxation 2009 2010 2011 2012

State forests 2112 4110 4209

2 344 3579 3515 3702

Private forests

Source: Ministry of Agriculture

4.2 Social Aspects in the Forest Sector

Number of employees in forestry

_ 2009 2010 2011 2012

Total forest sector 16 041 15 150 14 138 13792

Private 8 406 8015 7162 6823

Source: Ministry of Agriculture

Compared to the preceding year, the average monthly ear-
nings of individuals working in the forest-based sector rose
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by 4.0% and thus surpassed those in industry (by 3.5%) and
in the national economy (by 2.7%). Nevertheless, in absolute
numbers, the average earnings of individuals in forestry and
forest-based activities, in both entrepreneurial and non-en-
trepreneurial entities, still lag behind the average earnings
in industry (by CZK | 885) and in the national economy (by
CZK | 225).The highest average earnings in forestry are re-
corded in the public sector, where they surpass the average
of the private sector by CZK 7 311 and the sector of muni-
cipal forests by CZK 7 178.The data for 2011 in the chart
below were updated in the category of industry and national
economy (total specified by the Czech Statistical Office).

Average monthly earnings (CZK)

2009 2010 2011 2012 | 2011/2012

Forestry 19856 21074 22154 23037 104,0

Private
forests

22417 23187 24068 24922 103,5

17 632 18873

19976 20 385 102,0

Industry

Source: Ministry of Agriculture

4.3 State Budget Funds for the Forest Sector

In the past 20 years, forestry in the Czech Republic has un-
dergone fundamental changes in forest property as large fo-
rest areas were restituted by individuals and legal entities
after 1989.With the aim to secure significant social and pu-
blicly beneficial interests in the course of the mentioned
changes, and to establish enabling conditions for the main
forest functions, the Government of the Czech Republic gra-
dually elaborated and approved policy documents based on
the Principles of State Forest Policy adopted in 1994.These
were implemented by Act No.289/1995 Coll. on forests and
amendments to other acts (the Forest Act), as amended, and
by related decrees adopted by the Ministry of Agriculture.

Through its very existence, forestry also brings benefits by
fulfilling non-wood and social functions. Securing these func-
tions usually requires expenses exceeding those incurred by

forest owners in relation with regular forest management.

The Czech Republic has an interest to maintain and develop

non-wood and social functions of its forests and provides
support for certain activities, such as financial contributions
for operations and measures that shall be covered by the
state under the Forest Act.

In 2012, the state allocated total CZK 224.2 million under
the obligations determined by the Forest Act.

The total amount of CZK 2.3 million was granted as part
payment to cover the increased costs of planting the mini-
mum number of soil improving and stabilising tree species,
which sustained regeneration of such forest stands on 2 342
ha.The share of soil improving and stabilising tree species in
regenerated forest stands ranged from 5 to 30%.

Total CZK 156.5 million was paid to cover the activities of
licensed forest managers authorised by the state forest ad-
ministration body. Such activities were conducted on an area
of 400 970 ha.

The state reimbursed the costs of forest management guide-
lines for forests of under 50 ha owned by individuals and le-
gal entities in case a forest management plan had not been
elaborated. Such support related to 29 480 ha of forests and
amounted to total CZK 20.6 million.

An amount of CZK 34.8 million was allocated to finance
measures relating to torrent control in forests in the public
interest. These measures involved |3km of torrents, and re-
pairs and construction of water reservoirs of the total water
retention capacity of 20 thousand m®. Forest soil improve-
ment through water regime control was not covered from
the state budget in 2012. The technical units only involve
actions finished in 2012 and supported from the state budget
in the preceding years.
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Government financial obligations subject to the Forest

Act (CZK million)
2010 2011 2012
Allocated

1.3 14.7 12.3

Activities

Soil-improving
and stabilising species

Forest management guidelines

Total 242.6 236.4 224.2

Source: Ministry of Agriculture

The state provides services free of charge to help forest
owners improve the standards of forest management and
ensure forest protection against damaging agents. Within its
consulting services, the state mainly provides forest owners
with up-to-date information concerning preventive protecti-
on of their forests and potential protective measures against
damaging agents.

.

State services supporting forest management (CZK
million)

Type of service 2009 2010 2011 2012

Aerial liming
and fertilisation

Large-scale
measures 2 | | 0,7
in forest protection

Other services

Source: Ministry of Agriculture

19 17 2 0

Support of forest management in form of subsidies from the
state budget was provided under Annex 9 to Act No.
487/2009 Coll., on the state budget of the Czech Republic
for the year 201 1.
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Subsidies for forest management granted from the budget of the Ministry of Agriculture and the budgets of indi-
vidual regions by their purpose and ownership category (CZK million)

Purpose of subsidy Ownership category

Source: Ministry of Agriculture




4.4 Aids Co-financed by the EU under
the Rural Development Programme
of the Czech Republic for 2007-2013

The year 2012 was the sixth year allowing applications for
the financial support from the European Agricultural Fund
for Rural Development 2007—2013 under the Rural Develo-
pment Programme of the Czech Republic for 2007-2013
(hereinafter referred to as the ‘RDP’). The RDP is based on
the National Strategic Plan of Rural Development drawn up
in accordance with Council Regulation (EC) No. 1698/2005
and its associated secondary legislation.The document mainly
focuses on forestry in Axis | — Improving the competitiveness
of agriculture and forestry, which involves measure I.1.2. In-
vestment in forests (year 2012 — 17* round of applications),
and Axis Il — Improving the environment and landscape. In
2012, Axis Il continued to be open for applications for mea-
sure 11.2.1 — Afforestation of agricultural land (see Chapter
6.6); entities could file their applications for the fifth time
under measure 11.2.2 — Payments within Natura 2000 forest
areas, for the fourth time under measure I1.2.3 — Forest-envi-
ronment payments, and applications were being received un-
der measure 11.2.4 Restoring forestry potential after disasters
and promoting social functions of forests (year 2012 — |7
round of applications).

Axis | of the RDP contains measure I.1.2. Investment in
forests, which is further divided into submeasures I.1.2.1.
Forestry machinery, I.1.2.2.Technical utilities of busi-
ness establishments, and submeasure 1.1.2.3 Forestry
infrastructure. The strategic objective of the mentioned
measure is to enhance the competitiveness of forestry, to
support development of dynamic businesses in the forest
sector, to reach higher efficiency of forest enterprises, to
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restructure the forest sector, and to improve the protection
of the environment related to forests.The supported actions
should bring solutions to such challenges as low investments
in the forest sector, obsolete and technically unsuitable equip-
ment of forest enterprises, and other problems related to
the existing insufficient infrastructure in forestry.

® Submeasure I.1.2.1 Forestry machinery — total
433 projects worth CZK 137 963 735 were approved
in 2012.

¢ Submeasure 1.1.2.2 Technical utilities of busi-
ness establishments — total 59 projects worth CZK
78 814 893 were approved in 2012.

® Submeasure I.1.2.3 Forestry infrastructure — to-
tal 87 projects worth CZK 155 989 614 were approved
in 2012.

For the fifth year in 2012, applications could be submitted
under measure 11.2.2 - Payments within Natura 2000
in forests, which consists of a single submeasure 11.2.2.1
Conservation of a forest management group from
previous production cycle. In 2012, 2| applications were
filed for total | 724 ha amounting to CZK 2.6 million.A total
amount of CZK |.5 million was paid based on |6 applications
from the preceding years, which involved | 002 ha of land.
For the fourth time in 2012, applications for registration
could be submitted under measure 11.2.3 — Forest—envi-
ronment payments, which consists of a single submea-
sure 11.2.3.1 Improving the species composition of
forests. Total 65 applications were filed for 3 185 ha in the
amount of CZK 4.5 million. In 2012, total CZK 2.7 million
was paid based on 48 applications submitted in the prece-
ding years for 2 800 ha.

For the fifth time in 2012, applications could be submitted
within the Rural Development Programme for measure II.
2. 4 Restoring forestry potential after disasters and
promoting social functions of forests, which comprises
2 submeasures: 11.2.4.1 Restoring forestry potential af-
ter disasters and introducing prevention actions and
11.2.4.2 Non-productive investments in forests. Sixty-
nine projects were registered and the applications for subsi-
dies reached CZK 137 856 812.Total 66 projects were finally
approved in that round amounting to CZK 134 107 965.The
payments will be effected in the course of the following years
based on applications for reimbursement.

¢ Submeasure 11.2.4.1 - objective a) Restoring fo-
restry potential after disasters — total 2| projects
worth CZK 25 240 697 were approved in 2012.

¢ Submeasure I1.2.4.1 - objective b) Introducing pre-
vention actions in forests and mitigation of flood
damage — total |5 projects worth CZK 82 573 656 were
approved in 2012.

¢ Submeasure 11.2.4.2 Non-productive investments
in forests — all 30 registered projects worth CZK
26 293 612 were approved in 2012.
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4.5 Aids for Afforestation of Agricultural Land

Support of afforestation enjoys a long tradition in the Czech
Republic. Until 2003, subsidies for afforestation were provi-
ded only from the national financial sources. Since 2004, affo-
restation has been mainly supported from the European fi-
nancial sources, first from the Horizontal Rural Development
Plan of the Czech Republic for 2004-2006 (HRDP) and since
2007 from the Rural Development Programme of the Czech
Republic for 2007-2013.

The Rural Development Programme of the Czech Republic
for 20072013 involves measure Il.2.1 - Afforestation
of agricultural land, which consists of a single submeasu-
re 11.2.1.1 First afforestation of agricultural land. Go-
vernment Decree No. 239/2007 Coll., on laying down condi-
tions for granting subsidies for agricultural land afforestation,
as amended, is the implementing national legal regulation.

The forenamed support gives space to diversification in pro-

duction, which reinforces the economic and social dimensions
of sustainability of agriculture and rural areas and reduces the
share of arable land while eliminating the risk that unmanaged
agricultural land will grow in size. The mentioned submeasu-
re offers potential support to owners or tenants of agricultu-
ral land determined for afforestation.Applicants may apply for
subsidies for establishment of a forest stand and, when com-
plying with further conditions, for subsidies to manage forest
stands and for compensations for terminating agricultural
production on afforested agricultural land. Total 244 applica-
tions for CZK 23.1 million were submitted in 2012 under
the mentioned submeasure to support afforestation of agri-
cultural land and | 955 applications were filed to be awarded
subsidies for management of an established forest stand and
compensation for terminating agricultural production with
a total amount of CZK 41.5 million (including obligations
arising from the Horizontal Rural Development Plan). The
amount paid in 2012 based on applications submitted in the
preceding years (including obligations arising from the Hori-
zontal Rural Development Plan) reached CZK 64.3 million.
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5 TIMBER MARKET

5.1 Domestic Timber Market

The total timber supplies experienced a year-on-year decline
by 320 thousand m?® amounting to 15 061 thousand m?, whi-
le softwood supplies represented |3 056 thousand m?and
hardwood supplies totalled 2 005 thousand m?.

Both softwood and hardwood supplies decreased against
2011 by 284 thousand m® and 36 thousand m? respectively.
The overall timber harvest and subsequent supplies were
affected by stagnating and declining production in the entire
wood processing industry in the country. This situation has
remained more or less the same since 2008, despite certain
attempts for revival. The recession in domestic building indu-
stry mainly complicates the life of small and medium wood-
processing enterprises.As a result, the domestic demand for
wood products dropped by up to 30% and the enterprises
are forced to export part of their production on demanding
foreign markets, frequently on the edge of profitability.

Timber supplies (1 000 m?)

Supplied assortments

. 2010 2011 2012
(excl. imports)

Roundwood 9427 8 838 8621

Pulpwood ™ 5344 4629 4420
Fuelwood I 965 1914 2 020

Total timber supplies 16 736 15 381 15061

Note:

*) Including pole and mine timber.
**) Including groundwood.
The volumes of logging residues and chips of approximately 1.1 million m?in
2010, 1.7 million m? in 201 and 1.9 million m?in 2012 are not included in
the total supplies of roundwood.
Source: Czech Statistical Office, Ministry of Agriculture

5.2 Timber Export and Import

Timber exports showed a year-on-year decline by | 456 thou-
sand m® to the total volume of 5 316 thousand m? with
a decrease in exports of softwood roundwood (by 529 thou-
sand m®), softwood pulpwood (by 524 thousand m?), and
hardwood roundwood (by 154 thousand m?).

Against the preceding year, timber imports were also lower,
namely by 838 thousand m’?, and totalled 2 580 thousand m’.
Imports of softwood roundwood declined most of all assort-
ments (by 670 thousand m®).

The active balance of the foreign timber trade noted a year-
on-year decrease by CZK |3 million reaching the value of
CZK 4 425 million.Total 99.3% of all export was directed to
the countries of the EU-27, principally to Austria (52.7%)
and Germany (36.9%).The EU-27 also represented the prin-
cipal importer to the Czech Republic constituting 86% of all
timber imports, which mostly originated from Slovakia (34.8%),
Poland (29.9%) and Germany (13.9%).

Compared to the year 201 [, there was an overall decrease
in timber exports (by | 456 thousand m’), still with a rise of
their value (by CZK 516 million). Equally, the total timber
imports noted a reduction (by 838 thousand m®) with their
total value incrementing (by CZK 529 million). The demand
for timber obviously has a positive effect on the growth of its
average price both in the Czech Republic and abroad.
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As the domestic consumption of mainly softwood roundwo- in certain regions of the Czech Republic had to face insuffi-
od and pulpwood diminished, significant volumes of this ma- cient supplies of softwood roundwood and pulpwood, and
terial continued to be exported to foreign countries (32.5%  were forced to import — mainly from Slovakia, Poland, and
of produced softwood roundwood and 35.3% of domestic ~ Germany.

timber harvest). In contrast, domestic sawmills and pulp mills

Timber exports and imports in the Czech Republic

-

1 000 m? Average price CZK/m?

Total 8764 4339 4 425 5316 2 580 2736 1 682

EU-27 8706 3732 41974, 5284 2217 3067 | 683

Austria 4621 4 483 2 805 2552

Source: Czech Statistical Office, Ministry of Agriculture




INFORMATION ON FORESTS AND FORESTRY IN THE CZECH REPUBLIC BY 2012

Annual volumes of timber exports and imports (CZK million)

2010 201 | 2012
Trade balance
Total 7 556 3 351 4205 8248 3810 4438 8 764 4339 4 425

Source: Czech Statistical Office, Ministry of Agriculture

Timber exports and imports in the Czech Republic
(1 000 m?®)

Softwood roundwood

36l 1 749
and pulp

Hardwood roundwood
nd pulp

Industrial roundwood 3912 | 875
Lo S
Fuelwood 115 53
LT 3
Sawdust 755 280
I
Total 5316 2 580

Source: Czech Statistical Office, Ministry of Agriculture
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6 RELATED ACTIVITIES AND SECTORS
6.1 Game Management

Hunting of main game species (pcs)

Red Deer 16 871 20217 21 415 21 527 21 820 20 961 23 120
_-------
Mouflon 6893 8 320 9118 9 368 8398 9378
_-------
Wild Boar 59 904 121 192 138 854 121 821 144 305 109 563 185 381
N ET AR T ETNEEN TN
Pheasant 588 555 664 251 598 176 530 444 528 878 524 674 518 208

Source: Czech Statistical Office

Despite the higher numbers of hunted hoofed game (especi-
ally the Wild Boar) against 201 I, the trend of reducing the
stocks of these species down between minimum and stan-
dard will be reasonable. Notably, total 185 381 Wild Boar
were hunted in 2012, which is a new maximum in the mo-
dern history of the Czech Republic, exceeding the record
from 2010 by 41 076 hunted animals. In 2012, 12 589 Sika
Deer were hunted against 10 910 animals in 201 |.The stocks
of the Sika Deer need to be reduced taking into considerati-
on the damage they cause to forest stands and the negative
effects they have on the geenpool of the Red Deer.

6.2 Timber Processing Industry

The timber processing industry processes almost exclusively
domestic renewable material — raw timber, mostly softwood
and hardwood roundwood.The production of softwood and
hardwood sawn wood at sawmills experienced a year-on-
year decrease by 195 thousand m® The demand for sawn
timber abroad persisted while the domestic consumption
slackened (by 373 thousand m?). For this reason, export of
softwood sawn wood amounted to 2 910 thousand m® of the
total production of 3 997 thousand m3.To satisfy the domes-
tic consumption of | 589 thousand m?, total 502 thousand
m? were imported from other countries.

The total log breakdown in the Czech Republic reached the
volume of 6.8 million m? of softwood and hardwood round-
wood, which was used to produce 3.997 million m® of soft-
wood sawn wood and 0.262 million m?® of hardwood sawn
wood.The total production of softwood and hardwood sawn
wood hence dropped against the preceding year by 195

thousand m?. Both export and import of softwood and hard-
wood sawn wood experienced a decline by 172 thousand m?
and 350 thousand m? respectively. The domestic consumpti-
on of sawn wood was thus 373 thousand m? lower.The pro-
duction of particle boards, plywood, and fibreboards also
decreased against 201 |, namely by |19 thousand m’, 3 thou-
sand m3,and | thousand m? respectively.

Log breakdown and sawn wood production (I 000 m?)

Log breakdown 8 000 7 000 6 800

Source: Ministry of Agriculture

————




&

Market with timber products (I 000 m?)

Con-
sumption

Produc-

Product Year Import Export

tion

Note:

*) Including pole and mine timber.
**) Including groundwood.
Source: Ministry of Agriculture
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6.3 Pulp and Paper Industry

The consumption of softwood timber for pulp production
reached 3 459 thousand m?, i.e. 2 287 thousand m? of soft-
wood pulp and | 172 thousand m® of softwood chips and
particles.

Pulp and paper industry produced total 692 thousand tons
of pulp in 2012, wood pulp representing 689 thousand tons.
Comepared to 201 | (total 704 thousand tons of pulp), there
was an overall reduction in the production by 12 thousand
tons.

The production of paper, paperboard, and cardboard under
CEPI classification used in pulp and paper industry noted an
increase by 106 thousand tons compared to 2011 and
amounted to total 843 thousand tons.

Nevertheless, the production structure in the Czech pulp
and paper industry still does not reflect the domestic de-
mand. The Czech Republic exports half the production of
pulp and imports short fibre pulp, which it does not produ-
ce.As to paperboard and cardboard, we mainly export go-
ods with a lower value added (packing and wrapping paper)
and mostly import expensive graphic and printing paper.
This results in a significant drop in the foreign trade ba-
lance.

Consumption of wood for pulp production in (1 000 m?®)

Consumption

Timber assortment
2011

Source: Association of Pulp and Paper Industry

Pulp, paper, paperboard, and cardboard production
(1000 t)

Source: Association of Pulp and Paper Industry, Czech Statistical Office
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7 ABBREVIATIONS

Confederation of European Paper Industries

Czech koruna (currency)
European System of Accounts
European Union

FGMRI (VULHM) Forestry and Game Management Research Institute

FMI Forest Management Institute

FMP Forest Management Plan

FSC CR Forest Stewardship Council - Czech Republic

GDP Gross Domestic Product

GVA Gross Value Added

ILO International Labour Organization

PEFC CR Programme for the Endorsement of Forest Certification Schemes — Czech Republic

Rural Development Programme of the Czech Republic for 20072013

United States of America

(FGMRI) Forestry and Game Management Research Institute
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8 CONTACTSTO SELECTED FORESTRY ORGANISATIONS

Ministry of Agriculture
Tésnov 17,

117 05 Praha |
info@mze.cz

www.eagri.cz

Ministry of the Environment
Vrsovicka 1442/65,

100 10 Praha 10

info@mzp.cz

wWww.mzp.cz

Czech University of Life Sciences Prague
Faculty of Forestry and Wood Sciences
Kamycka 1176,

165 21 Praha 6-Suchdol

www.fld.czu.cz/cs/

Mendel University in Brno

Faculty of Forestry and Wood Technology
Zemédélska 3,

613 00 Brno

www.ldf. mendelu.cz/

Forest Management Institute
Nabrezni 1326

250 0l Brandys nad Labem
podatelna@uhul.cz

www.uhul.cz

Forestry and Game Management
Research Institute

156 04 Praha 5-Zbraslav
admin@vulhm.cz

www.vulhm.cz

The Association of Municipal

and Private Forest Owners in the Czech Republic
K Silu 1980

393 0l Pelhfimov

info@svol.cz

www.svol.cz

Lesy Ceské republiky, s.p.

(Forests of the Czech Republic, State Enterprise)
Premyslova 1106/19

500 08 Hradec Kralové

lesycr@lesycr.cz

www.lesycr.cz

Vojenské lesy a statky CR, s. p.

(Military Forests and Farms, State Enterprise)
Pod Juliskou 1621/5

160 00 Praha 6

info@vls.cz

www.vls.cz



Published by the Ministry of Agriculture of the Czech Republic
Tésnov 17,117 05 Prague |, Czech Republic
Internet: www.eagri.cz, e-mail: info@mze.cz

Prague 2013



