
(US$ million)  2018 2017

11. Plantations
Fair value of plantations at beginning of year  458  441 
Gains arising from growth  69  58 
Fire, flood, storms and related events –  (5)
In-field inventory  1  1 
Gain arising from fair value price changes  27  21 
Harvesting – agriculture produce (fellings)  (66)  (63)
Translation differences  (23)  5 

Fair value of plantations at end of year  466  458 

Sappi manages the establishment, maintenance and harvesting of its plantations on a compartmentalised basis. These 
plantations are comprised of pulpwood and sawlogs and are managed to ensure that the optimum fibre balance is supplied 
to its paper and pulping operations in Southern Africa.

The group manages its plantations on a rotational basis. As such, increases by means of growth are negated by fellings, for 
the group’s own use or for external sales, over the rotation period.

The group manages plantations on land that the group owns, as well as on land that the group leases. The group discloses 
both of these as directly managed plantations. With regard to indirectly managed plantations, the group has several different 
types of agreements with many independent farmers. The terms of the agreements depend on the type and specific needs 
of the farmer as well as the areas planted and range in duration from one to more than 20 years. In certain circumstances, 
the group provides loans to farmers that are disclosed as other non-current assets on the group balance sheet (these loans 
are considered, individually and in aggregate, immaterial to the group). If the group provides seedlings, silviculture and/or 
technical assistance, the costs are expensed when incurred by the group.

The group is exposed to financial risks arising from climatic changes, disease and other natural risks such as fire, flooding 
and storms as well as human-induced losses arising from strikes, civil commotion and malicious damage. These risks are 
covered by an appropriate level of insurance as determined by management. The plantations have an integrated 
management system that complies with Forest Stewardship CouncilTM standards.

Plantations are stated at fair value less cost to sell at the harvesting stage and is a Level 3 measure in terms of the fair value 
measurement hierarchy as established by IFRS 13 Fair Value Measurement which is consistent with the prior year.

The fair value of plantations has been calculated using a real pre-tax discount rate of 11.04% (2017: 9.77%). The group 
currently values approximately 28 million tons of timber using selling prices and delivery costs that are benchmarked against 
industry norms. The average annual growth is measured at approximately 16 tons of timber per hectare while immature 
timber comprise approximately 107,000 hectares of plantations.

As changes to estimated prices, the discount rate, costs to sell, and volume and growth assumptions applied in the 
valuation of immature timber may impact the calculated fair value, the group has calculated the sensitivity of a change in 
each of these assumptions as tabled below:

(US$ million)  2018  2017 

Market price changes
1% increase in market prices  2  2 
1% decrease in market prices  (2)  (2)

Discount rate (for immature timber)
1% increase in rate  (3)  (3)
1% decrease in rate  3  3 

Volume assumption
1% increase in estimate of volume  4  4 
1% decrease in estimate of volume  (4)  (4)

Costs to sell
1% increase in costs to sell  (2)  (2)
1% decrease in costs to sell  2  2 

Growth assumptions
1% increase in rate of growth  1  1 
1% decrease in rate of growth (1) (1)
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