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To the best of our knowledge, we have complied with the requirements of
the relevant written law, as originally enacted and as variously amended.
The relevant Acts and amendments to regulators are noted in this section of

the annual report.
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ACTS ADMINISTERED

Forest Products Act 2000

The Forest Products
Commission was established
on 16 November 2000 under

the Forest Products Act
2000 and is responsible for
the commercial production,
allocation and sale of forest
products from Western
Australia’s native forests
and from State-owned and
State-managed plantations.

Murray Jorgenson
Chairman

29 August 2003

Government Agreements Acts
relevant to the Forest Products
Commission

= Albany Hardwood Plantation
Agreement Act 1993

Bunbury Treefarm Project
Agreement Act 1995

= Collie Hardwood Plantation
Agreement Act 1995

= Dardanup Pine Log Sawmill Act
1992

= Silicon (Kemerton) Agreement Act
1987

= Wood Chipping Industry Agreement
Act 1969

= Wood Processing (Wesbeam)
Agreement Act 2002

= Wood Processing (WESFI)
Agreement Act 2000

Other relevant State Acts
= Aboriginal Heritage Act 1972
= Aerial Spraying Control Act 1966

= Agricultural and Related Resources
Protection Act 1976

= Agriculture and Veterinary
Chemicals (Western Australia) Act
1995

= Agriculture Protection Board Act
1950

= Biological Control Act 1986
= Bush Fires Act 1954

Dr Paul éiggs
General Manager

Conservation and Land
Management Act 1984

Control of Vehicles (Off-Road
Areas) Act 1978

Country Areas Water Supply Act
1947

Dangerous Goods (Transport) Act
1998

Disability Services Act 1993
Environmental Protection Act 1986
Equal Opportunity Act 1984

Explosive and Dangerous Goods Act
1961

Financial Administration and Audit
Act 1985

Fish Resources Management Act
1994

Freedom of Information Act 1992

Government Employees Housing
Authority Act 1964

Health Act 1911

Heritage of Western Australia Act
1990

Industrial Relations Act 1979
Land Administration Act 1997
Local Government Act 1995

Long Service Leave Act 1958
Metropolitan Water Supply,
Sewerage and Drainage Act 1909
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Minimum Conditions of
Employment Act 1993

Misuse of Drugs Act 1981

Mutual Recognition (Western
Australia) Act 1995

Occupational Health, Safety and
Welfare Act 1984

Occupiers Liability Act 1985
Public Interest Disclosure Act 2003

Public Sector Management Act
1994

Public Works Act 1902

Rights in Water and Irrigation
1914

Sandalwood Act 1929

Soil and Land Conservation 1945
State Records Act 2000

State Superannuation Act 2000
State Supply Commission Act 1991

Timber Industry Regulations Act
1926

Town Planning and Development
Act 1928

Tree Plantation Agreements Act
2003

Water Agencies (Powers) Act 1984

Water and Rivers Commission Act
1995

Water Corporation Act 1995

Water Services Coordination Act
1995

Waterways Conservation Act 1976
Wildlife Conservation Act 1950

Workers' Compensation and
Rehabilitation Act 1981

Workplace Agreements Act 1993

Regulations and by-laws

requiring compliance

= Aerial Spraying Control Regulations
1971

= Agricultural and Related Resources
Protection (Spraying Restrictions)
Regulations 1979

= Agricultural Produce (Chemical
Residue) Regulations 1985

= Civil Aviation Regulations 1988

= Conservation and Land
Management Regulations 2002

= Country Areas Water Supply
(Clearing License) Regulations
1981

= Country Areas Water Supply By-
Laws 1957

= Health (Pesticides) Regulations
1956

= Metropolitan Water Supply
Sewerage and Drainage By-Laws
1981

= Occupational Safety and Health
Regulations 1996

= Sandalwood Regulations 1993

= Soil and Land Conservation
Regulations 1992

= Waterways Conservation
Regulations 1981

= Wildlife Conservation Regulations
1970

Relevant Commonwealth Acts

= Aboriginal and Torres Strait
Islander Heritage Protection Act
1984

= Agriculture and Veterinary
Chemicals Code Act 1994

= Australian Heritage Commission
Act 1975

= Environment Protection (Impact of

Proposals) Act 1974

= Environment Protection and
Biodiversity Conservation Act
1999

= Export Control Act 1982

= Forestry and Timber Bureau Act
1930

= Native Title Act 1993
= Quarantine Act 1908

= Regional Forest Agreements Act
2002

= Trade Practices Act 1974
= Workplace Relations Act 1996

Regulations administered

= Forest Management Regulations
1993
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Statement o f Comwpliance W i

P ubl ic S ector

Standards

I have complied with Public Sector Standards in Human Resources Management, the WA Public Sector Code of Ethics

and the Commission’s Code of Conduct.
There has been one breach of the Public Sector Standards in Human Resource Management as a consequence of
reviews undertaken in accordance with the Public Sector Management (Review Procedures) Regulations 1995.

#

Dr Paul Biggs
General Manager

29 August 2003
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Certificatio

Per formanoce

We hereby certify that the performance indicators of the Forest Products Commission are based on proper records,
are relevant and appropriate for assisting users to assess the Commission’s performance and fairly represent the
performance of the Commission for the financial year ended 30 June 2003.

o /’W

Murray Jorgensen Dr Marilyn Clark-Murphy
Chairman Commissioner

30 October 2003

Page 40



Under the Forest Products Act 2000 the Commission is required to sell and harvest forest products by means of
production contracts.

The Commission’s outcome is to try and ensure that a profit consistent with the planned targets is made from forest
products while ensuring:

(a) the long-term viability of the forest products industry; and

(a) principles of ecologically sustainable forest management are applied in the management of forest products located
on public land.

(EmEE]

Ensure a profit consistent with planned targets.

Key Effectiveness Indicator:
RATIO OF PROFIT BEFORE INTEREST AND TAX TO TOTAL ASSETS (RETURN ON TOTAL ASSETS):

7.50%
7.00% [~
6.50% [~
6.00% [~
5.50% [~
5.00% [~

4.50%

4.00%
2002/03 Actual 2001/02 Actual

Profit Before Interest and Tax

The ratio of Profit Before Interest and Tax has increased over the 2001/02 financial year due mainly to natural
resource asset revaluations (refer annual financial statements note 33.1).

8.00% -
7.00% [~
6.00% [~
5.00% [~
4.00% [~
3.00% [~
2.00% [~

1.00% [~

0.00%
2002/03 Actual 2002/03 Target

The ratio of profit before interest and tax as a percentage of total assets is higher than target due mainly to
natural resource asset revaluations (refer annual financial statements note 33.2).
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Ensure the long-term viability of the forest products industry.
Key Effectiveness Indicators

1. QUANTITY OF NATIVE FOREST HARDWOOD LOG TIMBER HARVESTED COMPARED TO SUSTAINABLE LEVELS
AND TARGETS

The sustainable level is the average quantity of timber available for harvest each year, which can be continued in the
long term.

Forest areas available for timber harvesting are measured using specifically designed inventory plots to determine the
quantity of timber available and the rate at which it is growing.

Based on independent analysis of this information, the estimated sustainable level of annual gross bole volume for
jarrah, karri and marri is 1,360,000m?, 417,000m* and 559,000m? respectively as determined for the term of the current
Forest Management Plan 1994-2003 (FMP).

In 1999 the Regional Forest Agreement (RFA) set new sawlog sustained yield targets for the period 1999-2003 inclusive
of an average 324,000m? per annum jarrah first and second grade sawlogs, 186,000m? karri first and second grade
sawlogs adjusted to 149,000m® by government policy and 78,000m? per annum of marri sawlogs.

Harvest means the commercial extraction and sale of log timber for processing and value adding.

Measure:

(i) Actual quantity of the total bole volume harvest of native forest hardwood log timber for the period
2002/03 for jarrah was 236,190m?, for karri 158,527m?® and marri 64,642m?

TOTAL BOLE-VOLUME LOG TIMBER HARVEST
1,600,000 Bl Actual 2001702

1,400,000 [ [ Actual 2002/03
1,200,000 [~

= Allowable FMP
1,000,000 |
800,000 [

600,000 [~ —_—

cubic metres

400,000 [~

200,000 [~ l
] - |

0

jarrah karri marri

(ii) Actual quantity for 2002/03 of first and second grade jarrah was 163,966m?,
karri sawlog 70,913m?® and marri sawlog 8,401mq.

TOTAL FIRST AND SECOND GRADE SAWLOG AND MARRI SAWLOG TIMBER HARVEST

350,000 [ B Actual 2001702
300,000 [
Actual 2002/03
250,000 [

— Target RFA
200,000 [~

150,000 [~ _—

cubic metres

100,000 [~

— 1

0

jarrah karri marri
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Sawlog deliveries are reducing due to business exits and voluntary restructuring in line with the government’s
‘Protecting Our Old Growth Forests’ policy. New targets have been established in the 2004 Forest Management Plan
announced in July 2003. Output levels for the 2003/04 financial year has been set at levels in line with the new Forest

Management Plan.

2. THE AREA OF PLANTATIONS ESTABLISHED WILL MEET THE DEFINED OUTCOME

Plantation establishment straddles the financial year, therefore areas of establishment reported in this Annual Report

are those established during the winter of 2002.

Areas established can achieve a range of benefits. This will be to supply an existing industry, to develop resources in

new areas for future regional economic benefits and for multiple landcare protection purposes.

Measure:
The areas established against targets.

Second rotation| First rotation Eucalypt Sandalwood
pine species pine species species
Target 914 2300 4087 200
Total Area established 721 1089 3407 61
Note: 1 2 3 4
@ Sustain existing industry 721 683 - 61
& | Regional development - 212 2922 -
>
8- | Salinity, water quality and landcare - 194 485 -

(1) Second rotation pines
Target: 914 hectares

() Re-establish all areas clearfelled and ready for replanting (721 hectares).

(2) First rotation pines
Target: 2,300 hectares
Whereas there is an annual target for planting areas, these are in effect to relieve a long-term goal of a
commercially viable plantation estate within a geographic area.

(i) Mid-West to replace areas to be clearfelled at Gnangara (approximately 23,000 hectares) to date a total of
approximately 8,743 hectares established in new areas (as at 31 December 02); and

(i) Final goal for various regional cells (Katanning, Esperance, Albany) yet to be determined as part of detailed
planning for coordinated approach to tree farming in Western Australia.

(3) Eucalypt species
Target: annual targets are set by investors to achieve their long-term goals in accordance with State Agreements
and Project Plans.

(i) Eucalypt species - establish plantations to meet requirements of the Commission’s clients.
Target 56,000 hectares - established to date 40,599 hectares.

(ii) Eucalypt sawlog - the Commission initiated the New Eucalypt Sawlog program with the Water and Rivers
Commission. The target area was 587 hectares with 485 hectares being planted.
(4) Sandalwood
Target: 200 hectares.
() The area planted was 61 hectares.
3. PLANTATION LOG PRODUCTION IS CONSISTENT WITH SUSTAINABLE SUPPLY TO INDUSTRY
Harvesting means the commercial extraction and sale of log timber for processing and value adding.

The sustainable level is the quantity of timber of a particular specification that can be harvested in the current year
consistent with achieving the planned long-term supply to industry. As the plantations mature increasing quantities of
logs are becoming available, and annual supply increases. Actual annual intake by industry will vary in accordance with
the prevailing markets during that year.
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Measure:
A comparison between actual production levels compared to the Commission’s contractual
commitments to supply:

TOTAL PINE SAWLOGS HARVEST CONTRACTED

350,000 1™ .
B oetivered 2001/02
300,000 [
I contracted 2001/02
., 250,000 [
1< .
g 200,000 | Delivered 2002/03
B 150,000 [ B contracted 2002/03
3
100,000 [°
50,000 [
0
Scanned sawlogs Second & third Small sawlogs
& premium sawlogs grade sawlogs
TOTAL PINE ROUND, PINE INDUSTRIAL WOOD AND WOODCHIPS AND BLUEGUM PULP
400,000
B oeiivered 2001/02
350,000
300,000 B contracted 2001/02
., 250,000 Delivered 2002/03
[
=
g 200,000 Bl contracted 2002/03
& 150,000
3
100,000
50,000
0
Pine rounds Pine industrial wood Bluegum pulplogs
& wood chips

Contractual supply levels indicate the current commitments consistent with the long-term sustainable supply. Log
production to each customer varies on an annual basis in accordance with the prevailing market conditions for their
products.

4. THE HARVEST OF ‘GREENWOOD’ SANDALWOOD WILL BE MAINTAINED AT A SUSTAINABLE LEVEL

Quantity of ‘greenwood’ sandalwood harvested.

The annual sustainable level of harvest for green sandalwood is set in accordance with relevant legislation and

1SO 14001. (In addition to the sustainable green sandalwood harvest, deadwood is also harvested.)

Measure:

Green sandalwood quantities harvested were 1,392 tonnes for the 2002/03 period (2001/02 1,399
tonnes), within the permissible harvest level of 1,500 tonnes determined in accordance with the
Sandalwood Act 1929.
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Ensuring principles of ecologically sustainable forest management are applied in the management of forest products
located on public land.

Key Effectiveness Indicator

AREA OF NATIVE FOREST HARDWOOD REGENERATED

Regeneration treatments applied in any one year may include parts of areas harvested over a number of preceding
years. On an annual basis the area regenerated may fluctuate above or below the area harvested due to unsuitable field
conditions.

The area of native forest hardwood regenerated compared with the area harvested for regeneration.

The figures being reported cover the 2002 calendar year, with the comparatives covering the 2001 calendar
year.

The area of native forest harvested for regeneration was 8,250 hectares (2001/02 10,780 hectares). Of
this, 380 hectares (2001/02 660 hectares) were not proposed for treatment as it was due for mining in
the short-term and further areas will not be treated following wildfires of 2002/03, pending assessment to
determine actual extent and requirements. An additional 300 hectares (2001/02 250 hectares) did not
require follow-up treatment post harvesting as the silvicultural objectives were met during harvesting.
Treatments were completed for 3,200 hectares from this or previous years cutting.

OUTPUTS

| OUTPUT 1 — NATIVE FOREST OPERATIONS DIVISION

The Native Forest Operations Division is responsible for the planning, harvesting and sale of forest products from
indigenous forest on State-owned land. The output of this division is the harvesting of native forest hardwood and
sandalwood.

KEY EFFICIENCY INDICATORS

1. Cost of harvesting - Native forest hardwood

The major elements of this cost relate to payments to contractors for harvesting and delivery, the road construction
and maintenance.

Measure:
The cost per tonne harvested was $35.19 (2001/02 $32.32), an increase of $2.87 (8.9%) per tonne.

This increase reflects the reduced sale of residue logs and increased level of processing of marri chiplogs prior to
the point of sale. The latter is recovered in the final sale price.

2. Cost of harvesting - Sandalwood

The gross cost per tonne of harvesting sandalwood includes greenwood and deadwood. The major elements of this cost
relate to payments to contractors for harvesting, delivery, regeneration and associated research.

Measure:

The cost per tonne harvested was $3,788.70 (2001/02 $3,513.10), an increase of $275.60 per tonne (7.8%).
This increase reflects increased expenditure on regeneration in harvested areas.

3. Cost per hectare managed native forest hardwood.
The Commission has access rights to a total State forest estate of 987,190 hectares (2001-02 987,190 hectares).
Measure:

The cost per hectare managed was $14.60 per hectare (2001/02 $21.48 per hectare) a reduction of 32%.
Improvement reflects the reallocation of overheads and approved changes to funding arrangements for the Department
of Conservation and Land Management, related mainly to fire protection.
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I OUTPUT 2 - PLANTATION OPERATIONS DIVISION

The Plantation Operations Division has three main operating arms:

= the Plantation Branch, which covers State-owned plantations;
= the Share Farms Branch, which has the responsibility of share farming agreements with landowners; and
= the Propagation Branch, which produces seedlings for internal needs as well as for external customers.

The outputs of this division are:
(a) the harvest of all species of plantation timber; and

(b) management of plantations.
KEY EFFICIENCY INDICATORS

1. Cost of harvesting.

Gross cost per tonne harvested for all species of plantation timber. The major elements of the costs comprise payments
to contractors for harvesting and delivery, and roading.

Measure:

The average cost per tonne harvested (all products) from 1 July 2002 to 30 June 2003 was $29.13
(2001/02 $29.11).

2. Operating cost per hectare managed.

Measure:

The average cost for the year ending 30 June 2003 was $301.56 (2001/02 $236.81) per hectare managed,
an increase of 27%.

The unit cost includes interest charges, rent, corporate overheads and cost of producing seedlings for external sale. The
increase in cost per hectare managed is mainly due to indirect costs associated with the Afforestation Program which
have not been capitalised, and the reallocation of overheads to reflect a higher level of plantations activity.

3. Cost per hectare re-established.

The Commission planted 721 hectares of new plantations to the end of December 2002 (943 hectares to the end of
December 2001). The afforestation program establishment areas for the period was 846 hectares (3,526 hectares in
2001/02) however, the direct costs associated with the afforestation program have been capitalised and therefore do
not form part of this measure.

Measure:

The establishment cost was $2,758 per hectare (2001/02 $2,166 per hectare) an increase of 27%.
This increase reflects timing differences between costs associated with planting years. Costs incurred in 2002/03
financial year relate to planting areas which will be reported in 2003/04.
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AUDITOR GENERAL

INDEPENDENT AUDIT OPINION
T the Parliament of Western Australis

FOREST PRODUCTS COMMISSION
PERFORMANCE INDICATORS FOR THE YEAR ENDED JUNE 30, 2003

Aundit Opinion
In my opinion, the key effectiveness and efficiency performance indicators of the Forest
Products Commission are relevant and appropriate to help users assess the Commission's
performance and fairly represent the indicated performance for the year ended
June 30, 2003,

Seope

The Commission s Role

The Commission is responsible for developing and maintaining proper records and systems
for preparing perfomance mdicators.

The performance ndicators consist of key mdicators of efTectiveness and efficiency.

Summary of my Role

As required by the Financial Administration and Audit Act 1983, | hove independently
audited the performance indicators to express an opinion on them. This was done by
looking al a sample of the evidence.

An audit does not guarantee that every amount and disclosure in the performance indicators
is error free, nor does it examine all evidence and every transaction. However, my audir
procedures should identify errors or omissions significant enough 0 adversely affect the
decisions of users of the performance indicators.

(O V2.

DR PEARSON
ALUDITOR GENERAL
October 31, 2003

Atk Floor Dumas House 2 Hovelock Siresl West Perth 5008 Wastam Ausiralia Tel 00 8222 73053 Fax 00 5323 8554
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The accompanying financial statements of the Forest Products Commission have been prepared in compliance with the
provisions of the Financial Administration and Audit Act 1985, from proper accounts and records, to present fairly the
financial transactions for the financial year ending 30th June 2003 and the financial position as at 30th June 2003.

At the date of signing we are not aware of any circumstances that would render any particulars included in the
financial statements misleading or inaccurate.

74’““\—’ /%%(%/?ﬁ

Murray Jorgensen Dr Marilyn Clark-Murphy Gary Downes

Chairman Commissioner Executive Manager
Business Development
and Services

30 October 2003
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Per formance for the year ended 30 June 2003

Note 2003 2002
($'000) ($'000)

REVENUE
Revenues from ordinary activities
Revenue from operating activities
Revenue from natural resource assets 3.1 121,143 131,875
Correction of prior year fundamental errors 4 - 10,205
Revenue from commercial share farm operations 5 1,494 1,726
Grants & contributions from Commonwealth Government 6 55 185
Other revenue from ordinary activities 7 2,605 1,018
Grants and subsidies from State Government 8.1 1,570 500
Revenue from non-operating activities
Other revenue from non-operating activities 7 121 1,474
Total revenue from ordinary activities 126,988 146,983
EXPENSES
Expenses from ordinary activities
Expenses from natural resource operations 3.2 60,167 78,827
Employee expenses 9 13,012 11,970
Supplies and services 10 23,491 30,668
Depreciation expense 11 1,974 1,954
Borrowing costs expense 12 6,331 6,405
Administration expenses 13 1,337 1,134
Accommodation expenses 14 554 557
Total expenses from ordinary activities 106,866 131,515
Profit from ordinary activities
before income tax equivalent expense 20,122 15,468
Income tax equivalent expense 35 5,622 2,158
Profit from ordinary activities
after income tax equivalent expense 14,500 13,310
Total change in equity other than from
transactions with WA State Government as owners 27 14,500 13,310

The statement of financial performance should be read in conjunction with the accompanying notes.
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Statemen't o f Finanwoc.ial
P os i ti on as at 30 June 2003

Note 2003 2002
($'000) ($'000)

Current Assets
Cash assets 28.1 4 4
Inventories 16 11,455 13,457
Receivables 17 13,219 15,054
Other assets 18 3,417 2,947
Total Current Assets 28,095 31,462
Non - Current Assets
Land and buildings 19.1 3,316 3,068
Plant, equipment and vehicles 19.2 11,373 11,479
Forest infrastructure 20 19,969 16,627
Natural resource assets 21 293,351 276,263
Deferred tax assets 35 4,265 1,023
Total Non - Current Assets 332,274 308,460
Total Assets 360,369 339,922
Current Liabilities
Payables 22 4,684 3,444
Interest bearing liabilities 23 3,831 4,738
Tax liabilities 35 508 109
Provisions 24 2,564 1,725
Other liabilities 25 11,348 7,925
Total Current Liabilities 22,935 17,941
Non - Current Liabilities
Interest bearing liabilities 23 71,732 77,652
Provisions 24 1,014 842
Other Liabilities 25 - 1,436
Deferred tax liabilities 35 10,541 2,266
Total Non - Current Liabilities 83,287 82,196
Total Liabilities 106,222 100,137
NET ASSETS 254,147 239,785
Equity
Contributed equity 26 230,309 228,872
Reserves 27 - 18
Retained profits 27 23,838 10,895
TOTAL EQUITY 254,147 239,785

The statement of financial position should be read in conjunction with the accompanying notes.

Page 50



Statement o f C as h

for the year ended 30 June 2003

Note 2003 2002
($'000) ($'000)
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts
Sale of goods and services 100,788 107,898
Recoupable works 13,450 13,540
Interest received 28 58
GST receipts on sales of goods and services 7,440 8,424
GST received from Taxation Authority 568 1,304
Other receipts 2,605 2,373
Payments
Employee expenses 11,953 12,223
Supplies and services 23,046 35,175
Borrowing expenses 7,696 6,813
Harvesting expenses 51,362 53,419
Recoupable Works 12,380 14,429
GST payments on purchases 7,450 7,947
GST payments to Taxation Authority 828 1,263
Taxation equivalents paid 192 2,869
Net cash provided by/(used in) operating activities 28.3 9,972 (541)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of non-current assets:
~ Land & Buildings (454) (12)
~ Plant and equipment (741) (270)
~ Plantation Reforestation Programme investment costs - (5,181)
~ Plantation Afforestation Programme investment costs (3,409) -
Net cash used in investing activities (4,604) (5,463)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of borrowings (6,480) (472)
Proceeds from borrowings - 4,800
Net cash (used in)/provided by financing activities (6,480) 4,328
CASH FLOWS FROM/(TO) GOVERNMENT & OTHER INSTITUTIONS
Community Service Obligations / Forest Enhancement Program 8.1 1,570 500
Commonwealth grants and contributions 55 185
Repayment of Treasurer's liability (1,436) (1,436)
Peel B land sale proceeds 1,270 1,355
Net cash provided by Government & other institutions 1,459 604
Net increase/(decrease) in cash 347 (1,072)
Cash liability at the beginning of the financial year 28.1 (2,310) (1,238)
Cash liability at the end of the financial year 28.1 (1,963) (2,310)

The statement of cash flows should be read in conjunction with the accompanying notes.
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COMMISSION’S MISSION AND FUNDING

The Forest Products Commission (the Commission) is the Western Australian trading enterprise responsible for
the allocation and sale of forest products from the State’s native forests and from State-owned and State-
managed plantations. The Commission is principally a self funded entity.

The Commission’s mission is to contribute to Western Australian economic and regional growth by developing
the sustainable use of the State’s native and plantation timber resources, promoting local value adding for
these resources and achieving appropriate returns to the State for the use of publicly-owned and Commission-
managed timber resources.

The Commission came into existence on 16 November 2000 as a consequence of the Forest Products Act 2000,
having previously existed as a division of the Western Australian Government's Department of Conservation and
Land Management (DCLM).

SIGNIFICANT ACCOUNTING POLICIES

The following accounting policies have been adopted in the preparation of the financial statements. These
policies are consistent with those adopted in the previous financial period.

2.01 General statement

The financial statements constitute a general purpose financial report which has been prepared in accordance
with Australian Accounting Standards, Statements of Accounting Concepts, other authoritative pronouncements
of the Australian Accounting Standards Board and Urgent Issues Group (UIG) Consensus Views as applied by the
Treasurer's Instructions. Several of these are modified by the Treasurer's Instructions to vary application,
disclosure, format and wording. The Financial Administration and Audit Act and the Treasurer's Instructions are
legislative provisions governing the preparation of financial statements and take precedence over Australian
Accounting Standards, Statements of Accounting Concepts and other authoritative pronouncements of the
Australian Accounting Standards Board and UIG Consensus Views. The modifications are intended to fulfil the
requirements of general application to the public sector, together with the need for greater disclosure and also
to satisfy accountability requirements.

If any such modification has a material or significant financial effect upon the reported results, details of that
modification and where practicable the resulting financial effect, are disclosed in individual notes to these
financial statements.

The statements have been prepared on the accrual basis of accounting using the historical cost convention,
with the exception of certain non-current assets which subsequent to initial recognition, have been measured
on the fair value basis in accordance with the option under AASB1041(5.1). Additions to non-current physical
assets since valuation are stated at cost.

Forestry assets and inventories have been valued in accordance with AASB1037 Self-Generating and Regenerating
Assets (SGARA).

2.02 Grants and other contributions revenue
Grants, donations, gifts and other non-reciprocal contributions are recognised as revenue when the Commission
obtains control over the assets comprising the contributions.

Contributions are recognised at their fair value. Contributions of services are only recognised when a fair value
can be reliably determined and the services would be purchased, if not donated.

2.03 Depreciation of non-current assets
All non-current assets having a limited useful life are systematically depreciated over their useful lives in a
manner which reflects the consumption of their future economic benefits.
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Depreciation is provided for on the straight line basis using rates which are reviewed annually. Useful lives for
each class of depreciable asset are:

Buildings 20 to 40 years 20 to 40 years
Computer equipment 4 years 4 years

Heavy fleet vehicles 5 years 5 years
Infrastructure 20 years 20 years
Motor vehicles 3 to 7 years 3 to 7 years
Office equipment 6 to 7 years 6 to 7 years
Office furniture 6 to 7 years 6 to 7 years
Plant and machinery 4 to 10 years 4 to 10 years

2.04 Valuation of non-current assets
The Commission has adopted by resolution the valuations ascribed to all non-current assets.

Natural resource assets

Natural resource assets have been valued in accordance with the Australian Accounting Standards Board'’s
Accounting Standard 1037(AASB1037) applicable to self-generating and regenerating assets.

Increments/decrements in natural resource asset values have been taken to account as revenue/expenses in the
Statement of Financial Performance, as required by AASB1037.

Natural resource assets located on land vested in the Commission by way of the Forest Products Act 2000 or by
way of share farm contracts are accounted for in accordance with the provisions of AASB 1037.

Non-commercial values inherent in natural resource assets are not accounted for in the calculation of net
market values.

Forestry infrastructure

Current forestry infrastructure expenditure is written off as expenditure is incurred - refer to accounting policy
note on Roads and Bridges expenditure below. Due to the absence of a practicable net market value for forestry
infrastructure, forestry infrastructure in use at year-end is valued at written down replacement cost. This value
is deducted from the net present value of the natural resource assets which it supports, to allow for separate
disclosure of self generating and non-self generating assets, as required by AASB 1037.

Land, buildings and infrastructure

The Commission values land, buildings and infrastructure at fair value as per AASB 1041 (Revaluation of Non-

Current Assets). A revaluation of the Commission’s land, undertaken by Valuation Services (formerly the Valuer

General’s Office) for the Government Property Register, is recognised in the financial statements. Buildings and
infrastructure are revalued every four years.

2.05 Inventories
Inventories have been valued at the lower of cost and net realisable value as per AASB1019. The cost of
inventories is deemed to be the net market value immediately after it becomes non-living.

2.06 Receivables
Accounts receivable are recognised at the amounts receivable by the Commission, as they are due for
settlement 30 days from the date of recognition.

Collectability of receivables is reviewed on an ongoing basis. Debts which are known to be uncollectible are
written off. A provision for doubtful debts is raised where some doubt as to collection exists.

2.07 Research and development costs
Research and development costs are charged against revenue in the Statement of Financial Performance as
incurred.
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2.08 Revenue recognition

The Commission recognises revenue when it is probable that the inflow or other enhancement or saving in
outflows of future economic benefits has occurred and this inflow or other enhancement or savings in outflows
can be measured reliably.

A revenue accrual is made for services supplied to certain share farming investors who are invoiced on a three
monthly basis.

Other revenues, such as proceeds from the sale of motor vehicles and miscellaneous revenues, are recognised
when control of the goods has passed to the purchaser.

2.09 Employee benefits
Compensated Absences - Annual leave

This entitlement is recognised at current remuneration rates including on-costs and is measured at the amount
unpaid at the reporting date in respect to employees’ service up to that date.

Compensated Absences - Long service leave

The liability for long service leave expected to be settled within 12 months of the reporting date is recognised
in the provisions for employee benefits and is measured at the nominal amounts expected to be paid when the
liability is settled. The liability for long service leave expected to be settled more than 12 months from the
reporting date is recognised in the provisions for employee benefits and is measured at the present value of
expected future payments to be made in respect of services provided by employees up to the reporting date.
Consideration is given, when assessing expected future payments, to expected future wage and salary levels,
experience of employee departures and periods of service. Expected future payments are discounted to identify
the estimated present value of future cash outflows.

Superannuation

Staff may contribute to the Pension Scheme, a defined benefits pension scheme now closed to new members, or
to the Gold State Superannuation Scheme, a defined benefit lump sum scheme now also closed to new
members. All staff who do not contribute to either of these schemes become non-contributory members of the
West State Superannuation Scheme, an accumulation fund complying with the Commonwealth Government’s
Superannuation Guarantee (Administration) Act 1992.

The liabilities for superannuation charges under the Gold State Superannuation Scheme and West State
Superannuation Scheme are extinguished by fortnightly payments of employer contributions to the Government
Employees Superannuation Board.

Accrued superannuation represents the Commission’s liability at the end of year for employer superannuation
contributions to the Government Employees Superannuation Board's Gold State Fund. The Commission receives
fortnightly invoices in arrears.

The disclosure note required by paragraph 6.10 of AASB 1028 (being the employer's share of the difference
between employees’ accrued superannuation benefits and the attributable net market value of plan assets) has
not been provided, as State scheme deficiencies are recognised by the State in its Whole of Government
reporting. Given the above, the Commission has adopted paragraph 6.10.1 of AASB 1028 which allows non-
disclosure if the relevant amounts are not provided.

2.10 Accrued logging costs
Accrued Logging Costs represents the amount owing to harvesting and delivery contractors for timber delivered
to sawmills but not yet recorded in the Commission’s Accounts Payable system.

2.11 Accrued salaries
Accrued salaries represent the amount due to staff but unpaid at the end of the financial year, where the end of
the last pay period for the financial year does not coincide with the end of the financial year.

2.12 Payables

Payables, including accruals not yet billed, are recognised in the accounts payable system when the Commission
becomes obliged to make future payments as a result of a purchase of assets or services. Payables are generally
settled within 30 days.
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2.13 Treasurer’s liability

The Treasurer’s liability is in respect of a liability incurred in constructing the Manjimup Plant Propagation
Centre, which is being repaid over a four year period in equal instalments, repayment having commenced in
June 2001. No interest is being charged. The final payment is scheduled to be made in the 2003/04 financial
year.

2.14 Interest-bearing liabilities

Western Australian Treasury Corporation loans are recorded at an amount equal to the outstanding balances
owing at the end of each reporting period. Borrowing costs associated with these loans have been recognised
on an accruals basis.

2.15 Leases
The Commission has no finance leases.

The Commission has entered into a number of operating lease arrangements for buildings, motor vehicles, plant
and office equipment where the lessors effectively retain all of the risks and benefits incidental to ownership of
the items held under the operating leases. Equal instalments of the lease payments are charged to the
Statement of Financial Performance over the lease term as this is representative of the pattern of benefits to be
derived from the leased property.

2.16 Roads and bridges expenditure
Forestry road and bridge expenditure is expensed as it is incurred. These costs form part of the ongoing
operations of the Commission and are incurred regularly.

2.17 Western Australian Tax Equivalent Regime

Section 43 of the Forest Products Act 2000 makes the Commission liable for all duties, rates and taxes
prescribed by law. Although the Commission is exempt from income tax under section 23(d) of the Income Tax
Assessment Act, as a result of section 5 of the State Enterprises (Commonwealth Tax Equivalents) Act 1996, the
Commission is subject to the West Australian Tax Equivalent Regime (Income Tax). This in effect requires the
Commission to account for income tax as if it were not exempt.

2.18 Income tax

The Commission adopts the liability method of tax-effect accounting, as a result of the effect of the West
Australian Tax Equivalent Regime. Therefore income tax attributable to operating profit shown in the Statement
of Financial Performance is based on the profit from ordinary activities adjusted for any permanent differences.
The provision for deferred income tax liability and the future income tax benefit represent the effect of timing
differences in the treatment of items for income taxation and accounting purposes.

Permanent differences are those differences between taxable income and operating profit before income tax
which arise and will not reverse. Timing differences are those differences between taxable income and operating
profit which arise as a result of the different periods in which items are deductible or assessable for income tax
purposes. A future income tax benefit is an amount of income tax recoverable by the Commission in future
reporting periods, whereas a deferred income tax liability is an amount of income tax to be settled in a future
period.

2.19 Recognition of transferred assets and liabilities

Transfers between the West Australian State Government and the Commission are regarded as equity
adjustments as per Urgent Issues Group Abstract 38 “Contributions by Owners Made to Wholly-Owned Public
Sector Entities”.

2.20 Comparative figures
Certain comparative figures are, where appropriate, reclassified so as to be comparable with the figures
presented in the current financial year.



2.21 Fair value
As defined by AASB 1041, fair value is regarded as the amount for which an asset could be exchanged or a
liability settled between knowledgeable, willing parties in an arms length transaction.

2.22 Goods and Services Tax

The Commission accounts for the Goods and Services Tax (GST) as required by UIG 31. This states that all
revenues, expenses and assets must be recognised net of the amount of GST, except for receivables and
payables which are stated inclusive of GST. The Commission accounts for GST on an accruals basis and accounts
for the net amount of GST recoverable from or payable to the taxation authority as a part of receivables or
payables in the Statement of Financial Position.

2.23 Segment reporting

Segment information is prepared in conformity with the accounting policies of the entity as set out under
Significant Accounting Policies in these accounts and the segment reporting Accounting Standard AASB 1005
“Segment Reporting”.

Segment revenues, expenses, assets and liabilities are allocated on the basis of direct attribution and
reasonable estimates of usage. Segment assets and liabilities include income tax equivalent assets and
liabilities.

2.24 Rounding
Amounts in the financial statements have been rounded to the nearest thousand dollars, or in certain cases, to
the nearest dollar.

2.25 Prior year fundamental errors

During the 2001/02 financial year the Commission discovered that errors had been made in the preparation of
the 2000/01 annual financial statements. These errors had a material impact on the interpretation of the prior
year annual financial statements. The amounts were brought to account in the 2001/02 financial year's
statement of financial performance in accordance with the format prescribed by AASB 1018 “Statement of
Financial Performance”, and have been detailed in note 4 to the accounts. No fundamental errors were detected
in the current year financial year.

2.26 Agency share farming revenue and expenses

The Commission operates two types of share farm arrangements - as principal and as agent. Where the
Commission operates as agent, revenues and expenses associated with the share farm arrangement are not
recognised as revenues and expenses of the Commission, as these revenues and expenses do not comply with
the recognition requirements of revenues and expenses set out in SAC4 “Definition and Recognition of the
Elements of Financial Statements” prepared by the Public Sector Accounting Standards Board of the Australian
Accounting Research Foundation and by the Australian Accounting Standards Board.

2.27 Cash
For the purpose of the Statement of Cash Flows, cash includes cash assets net of outstanding bank overdraft.
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2003 2003 2002 2002
m? m?
harvested ($'000) harvested ($'000)
3 Revenue and expenses from natural resource assets

3.1 Revenue from natural resource assets
Revenue from commercial harvesting operations:
Native Forests:
- Harvesting operations 534,083 20,423 677,238 27,168
- Recovery of harvesting costs 26,614 32,715
- Inventory valuations - 839
- Revaluation of forest infrastructure 6,681 -
- Standing timber valuation adjustments* 18,648 22,339
- Total Native Forest revenue 72,366 83,061
Plantations:
- Revenue from harvesting operations 827,361 17,861 808,243 19,026
- Recovery of harvesting costs 26,091 24,594
- Inventory valuations 2,762 -
- Plant Propagation Centre revenue 946 5,194
- Contributions to Afforestation Program 1,117 -
- Total Plantation revenue 48,777 48,814
Total revenues from natural resource assets 121,143 131,875
3.2 Expenses from natural resource operations
Native Forests:
- Native Forest harvesting costs 27,749 29,422
- Decrease in inventory valuation 10 -
Total expenses from Native Forest natural resource operations 27,759 29,422
Plantations:
- Plantation harvesting costs 24,348 23,884
- Decrease in inventory valuation - 440
- Write down of inventory to net realisable value 584 1,517
- Devaluation of forest infrastructure 2,507 -
- Standing timber valuation adjustments* 4,969 23,564
Total expenses from Plantations natural resource operations 32,408 49,405
Total expenses from natural resource operations 60,167 78,827

Page 58

! Decrease in the valuation of Plantations and increase in value of Native Forests is associated with increased
allocation of organisational overhead costs to the plantation division of the organisation. This is as a result of
the organisation’s strategy for an increased focus on the plantation operations due to reduction in activity in

native forest operations.




Prior year fundamental errors

4.1 Prior year fundamental error in inventory valuation

Cost of sales for the 2001/02 financial year includes the effect of the following adjustment which arose due to
the under- valuation of Sandalwood and Plant Propagation Centre inventories as at 30 June 2001. The error
resulted from the incorrect application of AASB 1019 “Inventories”. Paragraph 5.6 of AASB 1037 “Self
Generating and Regenerating Assets” deems cost for the purpose of AASB 1019 to be the net market value of
inventory immediately after such inventory becomes non-living, while in the 2000/01 accounts cost was based
on average cost.

Net
Restated inventory values are as follows: Valuation: Valuation: increase in
Incorrect Correct inventory
value

($'000) ($'000) ($'000)
Inventory valuations as at 30 June 2001:
Sandalwood 1,759 5,559 3,800
Plant Propagation Centre 4,290 7,476 3,186

6,049 13,035 6,986

Income tax equivalent expense -
Net increase in inventory valuation 6,986

This error had the effect of understating assets and revenue in 2000/01 by the net increase in inventory value
above.

4.2 Prior year fundamental error in valuation of natural resource assets
A calculation error in the June 2001 valuation of commercial forestry operations resulted in the valuation being
understated by $3,219,000.

Net
Restated natural resource assets valuation is as follows: Valuation: Valuation: increase in
Incorrect Correct inventory
($'000) ($'000) ($'000)
Natural resource assets valuation as at 30 June 2001:
Plantation natural resource assets valuation 196,098 199,317 3,219
196,098 199,317 3,219
Income tax equivalent expense -
Net increase in valuation after income tax equivalent expense 3,219

This error had the effect of understating assets and overstating expenses in 2000/01 by the net increase in
valuation above.
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2003 2002
($'000) ($'000)
5 Revenue from commercial share farm operations
Revenue from commercial share farm operations 1,494 1,726
1,494 1,726
Revenue from commercial share farm operations is comprised of management
fees from the operation of share farm agency agreements.
6 Grants & contributions from Commonwealth Government
Commonwealth grant for RIRDC' research 55 185
55 185
* Rural Industry Research and Development Corporation Expenses associated
with this contribution are included in expenses from ordinary activities.
7  Other revenue from ordinary activities
Other revenues from operating activities
Revenue from cost recovery operations 2,605 1,018
Total other revenue from operating activities 2,605 1,018
Other revenues from non-operating activities
Treasury Department reappropriation from the Consolidated Fund
of Peel ‘B’ Baldivis land sale proceeds - 1,355
Treasurer's contribution to unfunded superannuation liability 53 61
Interest received 68 58
Total other revenue from non-operating activities 121 1,474
8 Grants and subsidies
8.1 Grants and subsidies from State Government
Community Service Obligations / Forest Enhancement Program 1,570 500
1,570 500
8.2 Grants and subsidies from State Government expenditure
Salaries, training, overheads, vehicle, operational materials and interest. 1,570 500
These expenses are included in expenses from ordinary activities.
9 Employee expenses
Wages and salaries 8,604 8,466
Superannuation (refer note 2.09) 1,026 972
Annual leavet 1,097 827
Other leave 396 459
Long service leave! 746 291
Payroll tax 746 647
Workers’ compensation 352 257
Fringe Benefits Tax 45 51
13,012 11,970
*Annual and long service leave expense increased in 2002/03 due to additional
on-costs now being accounted for in accordance with the provisions of AASB 1028.
10 Supplies and services
Consultants and contractors
~Management and other consultants 211 374
~Other contractors 17,935 25,357
Materials 2,275 2,114
Repairs and maintenance 126 104
Travel 497 363
Operating lease rentals 2,447 2,356
23,491 30,668
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2003 2002
($'000) ($'000)
11 Depreciation
Plant, equipment, vehicles, office equipment and nursery infrastructure 1,015 949
Buildings 127 123
Forest infrastructure 832 882
1,974 1,954
12 Borrowing costs expense
Interest on WA Treasury Corporation loans 6,301 6,352
Interest on overdraft 30 53
6,331 6,405
13 Administration expenses
Telephone, postage, communications 384 311
Audit fees 64 44
Provision for doubtful debts 634 650
Bad debts written off 11 -
Carrying amount of non-current assets disposed of (note 19.3) 7 9
Asset revaluation movements:
- Land 66 -
Other administration costs 171 120
1,337 1,134
14 Accommodation expenses
Lease rentals and travel accommodation 384 406
Other property 170 151
554 557
15 Net Profit/(Loss) on disposal of non-current assets
Loss on Disposal
Office equipment 3 4
Plant & equipment 4 5
7 9
16 Inventories
Current
Inventories held for resale:
- Plant Propagation Centre 4,722 5,519
- Sandalwood 4,359 7,505
- Timber on forest landings 263 261
- Timber technology stocks 163 172
- Marri Chips 1,948 -
11,455 13,457
At cost * 11,455 13,457
At net realisable value - -
11,455 13,457
! Cost is the net market value of inventories at the time inventories become non-living.
The aggregate carrying amount of inventories recognised and included in the
financial statements is as follows:
- Current 11,455 13,457
- Non-Current - -
11,455 13,457
17 Receivables
Trade debtors 14,561 15,761
Provision for doubtful debts (1,342) (707)
13,219 15,054

Page 61



2003 2002
($'000) ($'000)
18 Other assets
Current
Prepayments 572 29
GST refundable 1,191 347
Accrued Revenue 1,654 2,571
3,417 2,947
19 Property, plant, equipment and vehicles
19.1 Land and buildings
Freehold land at fair value! 1,071 728
1,071 728
Buildings at cost 399 373
Accumulated depreciation (44) (29)
355 344
Buildings at fair value 2,155 2,150
Accumulated depreciation (265) (154)
1,890 1,996
Total land and buildings 3,316 3,068

Page 62

! Freehold land is revalued as at 30 June each year in accordance with an independent valuation by Valuation
Services (Formerly Valuer General’s Office) which reflects market values. Market value is regarded as fair value.

19.2 Plant, equipment and vehicles

Nursery infrastructure at cost 9,484 9,484
Accumulated depreciation (1,184) (709)
8,300 8,775
Plant, equipment and vehicles at cost 3,055 2,555
Accumulated depreciation (772) (441)
2,283 2,114
Office equipment at cost 1,230 826
Accumulated depreciation (440) (236)
790 590
Total plant, equipment and vehicles 11,373 11,479
19.3 Reconciliations
Reconciliations of the carrying amounts of property, plant, equipment, and vehicles
at the beginning and end of the financial period are set out below.
2003
Plant
Freehold Nursery equipment Office
land Buildings infrastructure  and vehicles  equipment Total
($'000) ($'000) ($'000) ($'000) ($000)  ($000)
Carrying amount at start of period 728 2,340 8,775 2,114 590 14,547
Transfers from West Australian Government - 5 - 161 2 168
Additions 427 27 - 343 406 1,203
Disposals - - - 4) (3) @)
Revaluation increment/decrement (84) - - - - (84)
Depreciation - (127) (475) (331) (205) (1,138)
Carrying amount at end of period 1,071 2,245 8,300 2,283 790 14,689




2002

Plant
Freehold Nursery equipment Office
land Buildings infrastructure  and vehicles  equipment Total
($'000) ($'000) ($'000) ($'000) ($'000) ($'000)
Carrying amount at start of period 710 2,399 9,249 2,244 662 15,264
Transfers from DCLM - 52 - - 2 54
Additions - 12 - 173 113 298
Reclassifications - - - 17 a7) -
Disposals - - - ?3) 2) 5)
Transfers to Government Depts - - - (12) (5] (12)
Revaluation increment 18 - - - - 18
Depreciation - (123) (474) (306) (167) (1,070)
Carrying amount at end of period 728 2,340 8,775 2,114 590 14,547
2003 2002
($'000) ($'000)
20 Forest infrastructure
Native Forests 17,975 11,869
Plantations 1,994 4,758
19,969 16,627
A reconciliation of the carrying amounts of forest infrastructure at
the beginning and end of the financial period is set out below.
Carrying amount at the start of the period 16,627 17,508
Revaluation increment 4,174 -
Depreciation (832) (881)
Carrying amount at the end of the period 19,969 16,627

Due to the absence of a practicable net market value for forestry infrastructure, the written down replacement
cost of forestry infrastructure is deducted from the net present value of the natural resource assets as a whole,
to provide separate disclosure of forest infrastructure.

Infrastructure was subject to a Commissioner’s valuation in the 2002/03 financial year in accordance with the
policy set out under Note 2.04.
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2003 2003 2002 2002

Ha under Ha under
management* ($'000) management* ($'000)
21 Natural resource assets

Natural resource assets at valuation
Native Forest
Native forest standing timber n/a 65,527 n/a 66,534
Standing sandalwood n/a 48,443 n/a 28,788
Native forest natural resource assets at valuation 113,970 95,322
Plantations
Plantations standing timber 70,401 172,504 70,401 175,027
Plantations Reforestation program 12,371 3,468 12,558 5,914
Plantations natural resource assets at valuation 82,772 175,972 82,959 180,941
Total natural resource assets at valuation 289,942 276,263
Natural resource assets at cost
Plantations
Plantations Afforestation program * 846 3,409 - -
Total natural resource assets at cost 3,409 -
Total natural resource assets at valuation and cost 293,351 276,263

* Area under management as at 31 December - refer appendix 2.
2 The Commission’s Afforestation program, commenced in 2002 planting year, is carried at cost due to the
unreliability of estimated future cash-flows.

A reconciliation of the carrying amounts of natural resource assets at the beginning and end of the financial
period is set out below.
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2003 2002

($'000) ($'000)

Carrying amount at the start of the period 276,263 269,081
Additions 3,409 5,186
Revaluation increments 13,679 1,996
Carrying amount at the end of the period 293,351 276,263

Discount rates:
The following (pre-tax, real) discount rates have been applied in the calculation of net market values:
Native Forest

Native forest standing timber 10% 10%
Standing sandalwood 7% 7%
Plantations

Plantations standing timber 7% 7%
Plantations Reforestation Program 10% 10%

Discount rates were independently verified in the 2001/02 financial year by Ernst and Young.
Details of the timber volumes data and the net present value calculations upon which these valuations are
based, are contained in the Commission’s working papers.



21.1 Source of valuation of natural resource assets

The net market value of the natural resource assets has been determined in accordance with a Commissioner’s

valuation.

21.2 Sensitivity analysis
Sensitivity of the net market value of the commercial forestry operation
to changes in significant assumptions:

2003 2002
($'000) ($'000)
Increase/ Increase/
(decrease) (decrease)
Discount rate: + 3% Total natural resource assets at valuation (81,325) (75,792)
- 3% Total natural resource assets at valuation 139,975 129,458
Future costs: + 3% Total natural resource assets at valuation (7,922) (78,265)
- 3%  Total natural resource assets at valuation 7,535 64,265
Future income: + 3% Total natural resource assets at valuation 16,826 289,567
- 3% Total natural resource assets at valuation (17,214) (133,281)
Note: The method of calculating the sensitivity analysis was amended in
2002/03 financial year to ensure consistency between the methods of
applying cost and income sensitivity assumptions and the ‘real’ discount rate assumption.
22 Payables
Current
Trade payables 4,684 3,444
4,684 3,444
23 Interest bearing liabilities
Current
Bank overdraft! 1,967 2,314
Western Australian Treasury Corporation loan 1,864 2,424
Total current 3,831 4,738
Non-Current
Western Australian Treasury Corporation loan 71,732 77,652
Total non-current 71,732 77,652
Total interest bearing liabilities? 75,563 82,390

! Operating overdraft facility with the Commonwealth Bank of Australia.

2 Refer note 34 for interest rate analysis.
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2003 2002
($'000) ($'000)
24 Provisions
Current
Compensated Absences - Annual leave* 1,311 936
Compensated Absences - Long service leave' 1,253 789
2,564 1,725
Non-current
Compensated Absences - Long service leave’ 1,014 842
1,014 842
Employee Benefits (refer note 2.09)
The aggregate employee benefit liability recognised and included in
the financial statements is as follows:
Provision for employee benefits:
Current:
- Provisions 2,564 1,725
- Accrued salaries and wages (refer note 25) 297 255
Non-current:
- Provisions 1,014 842
3,875 2,822
*Annual and long service leave expense increased in 2002/03 due to additional
on-costs now being accounted for in accordance with the provisions of AASB 1028.
The Commission considers the carrying amount of employee benefits to
approximate fair value - refer note 2.21.
25 Other liabilities
Current
Payroll tax accrual 99 50
Accrued expenses
~ Accrued logging costs 2,567 2,337
~ Compensation for logging contractors - 47
~ Other commitments 4,130 2,104
Accrued interest - 1,366
Accrued salaries and wages 297 255
Unearned revenue?
~ Manjimup nursery 188 98
~ Southwest share farm project 1,074 232
Statutory dividend 1,557 -
Treasurer’s liability* 1,436 1,436
11,348 7,925
Non-Current
Treasurer's liability* - 1,436
- 1,436
* Comprises Treasurer's liability for funding the construction of the
Manjimup Plant Propagation Centre 2,873 4,309
Less: repayment during the period (1,436) (1,436)
Total Treasurer's liability 1,436 2,873
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2 Unearned revenue is attributable to cash having been received or risk having
passed, while the service/product has not yet been invoiced - refer Note 2.08.



2003 2002
($'000) ($'000)

26 Contributed equity
Contribution by owners, the Western Australian State Government, represents amounts transferred on
establishment of the Commission and net contributions since establishment, transferred from the Department of
Conservation and Land Management (DCLM).

The following assets and liabilities have been contributed to equity:

Contributions/(distributions) since formation of the Commission

Assets transferred 168 42
Reappropriation from Consolidated Funds? 1,269 -
Total contribution by owners* 1,437 42
Reconciliation:

Contribution by owners at the beginning of the financial period 228,872 228,830
Amounts contributed during the financial period 1,437 54
Amounts refunded during the financial period - (12)
Contribution by owners at the end of the financial period 230,309 228,872

! The amounts recorded above represent the fair value of assets and liabilities transferred from the Western
Australian Government. The fair values of these assets and liabilities may have changed during the period to
yield values accounted for at the financial period end. The amounts transferred have been treated as equity as
per Urgent Issues Group (UIG) Abstract 38 - Contributions by Owners Made to Wholly-Owned Public Sector
Entities - paragraph (7) (b) and (c).

2 Reappropriation from the Consolidated Funds arising out of the sale of Peel ‘B’ Baldivis plantation land sale proceeds.

27 Reserves
Asset Revaluation Reserve

Opening balance 18 -
Net revaluation increments/(decrements):

Land (18) 18
Closing balance - 18

Retained profits/(accumulated losses)

Opening balance 10,895 (4,083)
Net profit for the period 2 14,500 13,310
(Increase)/ decrease in provision for statutory dividend (1,557) 1,668
Closing balance 23,838 10,895

! Revaluations as per Valuation Services (formerly Office of the Valuer General)
2 The 2001/02 financial year profit includes the effect of the prior year fundamental errors of $10,205,000.
Refer Note 4.
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2003 2002
($'000) ($'000)
28 Notes to the Statement of Cash Flows
28.1 Reconciliation of cash
Cash assets 4 4
Bank Overdraft - refer note 23 (1,967) (2,314)
(1,963) (2,310)
28.2 Financing and investing activities
During the financial period assets and liabilities were either transferred
or assumed - refer note 26.
Assets acquired - non cash:
Assets transferred 168 42
Other - cash:
Reappropriation from Consolidated Funds 1,269 -
Equity contributed by owners 1,437 42
28.3 Reconciliation of profit from ordinary activities after income tax
equivalents to net cash flows provided by/(used in) operating activities
Profit from ordinary activities after income tax equivalents 14,500 13,310
Non-cash items:
Depreciation expense 1,974 1,954
Doubtful debt expense 634 650
Amounts credited for proceeds on sale of Peel B land - (1,355)
Amounts from Commonwealth grants and contributions (55) (185)
Disposal of non-current assets @) 9
Amounts for income tax equivalents 5,622 2,158
Revaluation of land and buildings 66 -
Revaluation of timber assets, land and infrastructure (17,853) (1,994)
(Increase)/decrease in assets:
Current inventories 2,002 (5,867)
Current receivables* 1,200 (531)
Other current assets (470) (182)
Increase/(decrease) in liabilities:
Current payables 1,240 (3,398)
Provisions 1,011 201
Other liabilities 1,868 (1,924)
Grants and Subsidies from government (1,569) (500)
Taxation equivalents paid (191) (2,869)
Net cash provided by/(used in) operating activities 9,972 (541)

29
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! Australian Taxation Office amounts receivable/payable in respect of GST and amounts receivable/payable in

respect of the sale/purchase of non-current assets are not included in these items as they are not cash

transactions and do not form part of the Statement of Cash Flows.
28.4 Borrowing facilities

At 30 June 2003 the Commission had undrawn financing facilities of $9.2m (2002 $61k) available from the WA

Treasury Corporation.
Resources provided free of charge

During the financial year and in the financial year to 30 June 2002, no resources were provided to other
agencies free of charge for functions outside the normal operations of the Commission.



2003 2002

($'000) ($'000)
30 Commitments for expenditure
30.1 Expenditure commitments
Expenditure commitments, being contracted expenditure additional to the
amounts reported in the financial statements, are payable as follows:
Within 1 year 5,300 5,120
Later than 1 year and not later than 5 years 22,220 15,780
Later than 5 years - -
27,520 20,900
The commitments are largely in support of the Wood Processing (WESFI) Agreement Act 2000 - Plantations
Afforestation program, to be funded by way of loans from Western Australian Treasury Corporation.
30.2 Lease commitments
Commitments in relation to leases contracted for at the reporting date
but not recognised as liabilities, are payable as follows:
Within 1 year 2,018 1,847
Later than 1 year and not later than 5 years 7,031 7,168
Later than 5 years 8,649 3,393
17,698 12,408
Non-cancellable operating leases 17,698 12,408
These commitments are inclusive of GST
Contingent rental payments have been determined based on existing rental agreements, escalation clauses,
payments and lease periods. Renewal options, where applicable, have not been brought to account.
30.3 Guarantees and undertakings
The Commission has no guarantees and/or undertakings that have not been provided for in the Statement of
Financial Position other than those disclosed in this note.
31 Contingent assets and liabilities
31.1 Liabilities
The Commission has no contingent liabilities as at 30 June 2003 (nil at 30 June 2002).
31.2 Assets
The Commission has a contingent asset relating to sequestered carbon and biomass for energy generation.
The value of this asset is dependent upon the Australian Government ratifying the Kyoto Protocol and/or the
establishment of a carbon trading regime within Australia.
32 Events occurring after reporting date

There were no events that occurred after balance date, other than events for which the financial effects have
already been brought to account, that will have a material effect on the Statement of Financial Position or
Statement of Financial Performance as at 30 June 2003. The effects arising from the State Government Forest
Management Plan announced on 14 July 2003 have been factored into the affected standing timber valuations.
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33 Explanatory statement
Explanations on any line item with a variance of greater than ten percent have been provided.

33.1 Explanation of significant variations between current and prior year actual results
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2003 2002 Variance

($'000) ($'000) % Notes:
Note 3 to the statement of financial performance
Revenue and expenses from natural resource assets
3.1 Revenue from natural resource assets
- Native Forests revenue 72,366 83,061 (13%) 1
- Plantations revenue 48,777 48,814 (0%)
Total revenues from natural resource assets 121,143 131,875 (8%)
3.2 Expenses from natural resource operations
- Native Forests 27,759 29,422 (6%)
- Plantations 32,408 49,405 (34%) 2
Total expenses from natural resource operations 60,167 78,827 (24%)
Statement of financial performance
REVENUE
Revenues from ordinary activities
Revenue from operating activities
Revenue from natural resource assets 121,143 131,875  see above
Correction of prior year fundamental errors - 10,205 (100%) 3
Revenue from commercial share farm operations 1,494 1,726 (13%) 4
Grants & contributions from Commonwealth Government 55 185 (70%) 5
Other revenue from ordinary activities 2,605 1,018 156% 6
Grants and subsidies from State Government 1,570 500 214% 7
Revenue from non-operating activities
Other revenue from non-operating activities 121 1,474 (92%) 8
Total revenue from ordinary activities 126,988 146,983 (14%)
EXPENSES
Expenses from ordinary activities
Expenses from natural resource operations 60,167 78,827 (24%)  see above
Employee expenses 13,012 11,970 9%
Supplies and services 23,491 30,668 (23%) 9
Depreciation expense 1,974 1,954 1%
Borrowing costs expense 6,331 6,405 (1%)
Administration expenses 1,337 1,134 18% 10
Accommodation expenses 554 557 (1%)
Total expenses from ordinary activities 106,866 131,515 (19%)
Profit from ordinary activities
before income tax equivalent expense 20,122 15,468 30%
Income tax equivalent expense 5,622 2,158 161% 11
Profit from ordinary activities
after income tax equivalent expense 14,500 13,310 9%




Notes:

1  $3m favourable variance attributable to Standing Timber and Forest Infrastructure valuations. $13m adverse
variance due to the effect of the implementation of the government's 'Protecting our Old Growth Forests' policy,
Regional Forest Agreement and business exits. Refer note 3.1.

2 $16m favourable variance due to reduction in Standing Timber and infrastructure devaluation. Refer note 3.1.

3 Fundamental errors relating to 2000/01 financial year, corrected in the 2001/02 financial year.

4 Variance attributable to reduction in forestry share farming agency services.

5  Variance reflects decrease in Commonwealth funded research and development work.

6  Increase in cost recoups - mainly fire related activities.

7  Increased State contributions to Forest Enhancement Program and increased contribution towards cost of
non-commercial debt.

8 Peel B land sale proceeds accounted for in accordance with UIG38 - equity contribution this financial year.

9  Variance due to lower nursery activity, reduced share farming agency services and Native Forest activity.

10 Variance reflects cost savings associated with lower forestry activity offset by increased provision for
doubtful debts.
11 Increase in provisions for deferred taxation.

33.2 Comparison of 2002/03 actual results to estimated results
Explanations for significant variations greater than ten percent between estimated and actual revenues and
expenditures have been provided.

2003 2003 Variance
actual estimate % Notes
($'000) ($'000)

Note 3 to the statement of financial performance
Revenue and expenses from natural resource assets

3.1 Revenue from natural resource assets

- Native Forests revenue 72,366 44,672 62% 1
- Plantations revenue 48,777 45,054 8%
Total revenues from natural resource assets 121,143 89,726 35%

3.2 Expenses from natural resource operations

- Native Forests 27,759 22,379 24% 2
- Plantations 32,408 22,083 47% 3
Total expenses from natural resource operations 60,167 44,462 35%
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2003 2003 Variance
actual estimate % Notes
($'000) ($°000)
Statement of financial performance
REVENUE
Revenues from ordinary activities
Revenue from operating activities
Revenue from natural resource assets 121,143 89,726  see above
Revenue from commercial share farm operations 1,494 2,068 (28%) 4
Grants & contributions from Commonwealth Government 55 - 100% 5
Other revenue from ordinary activities 2,605 2,520 3%
Grants and subsidies from State Government 1,570 1,570 -
Revenue from non-operating activities
Other revenue from non-operating activities 121 - 100% 6
Total revenue from ordinary activities 126,988 95,884 32%
EXPENSES
Expenses from ordinary activities
Expenses from natural resource operations 60,167 44,462 see above
Employee expenses 13,012 12,001 8%
Supplies and services 23,491 27,676 (15%) 7
Depreciation expense 1,974 1,932 2%
Borrowing costs expense 6,331 6,450 (2%)
Administration expenses 1,337 443 202% 8
Accommodation expenses 554 519 7%
Total expenses from ordinary activities 106,866 93,483 14%
Profit from ordinary activities
before income tax equivalent expense 20,122 2,401 738%
Income tax equivalent expense 5,622 - 100% 9
Profit from ordinary activities
after income tax equivalent expense 14,500 2,401 504%

Notes:

$25m of variance due to revaluation of Standing Timber and Forest Infrastructure. Balance due to conservative
approach taken at the time of budget preparation due to market uncertainty associated with the
implementation of government’s Protecting our Old Growth Forests policy and business exits.

Attributable to resource activity and product mix.

$7.4m attributable to devaluation of plantations and infrastructure. Balance attributable to resource activity

and product mix.

Variance attributable to reduction in share farming agency forestry services.

Non-budgeted for revenue.
Non-budgeted for revenue.
Variance due to savings in non core operational costs.

Variance mainly attributable to devaluation of land and buildings, provision for doubtful debts expenses and

marketing costs for Infinitree™.

Due to movements in deferred tax balances arising from timing differences associated with natural resource

asset and in-forest infrastructure valuation movements.



34 Financial instruments

34.1 Interest rate risk exposure

The following table details the Commission’s exposure to interest rate risk as at the reporting date.

2003
Weighted
Average Fixed Interest Rate - Maturity
Effective Variable Non
Interest Interest | Less than 1to5 More than Interest
Rate Rate 1 Year Years 5 Years Bearing Total
% $000 $'000 $'000 $'000 $000 $000
Financial Assets
Cash assets - 4 4
Receivables - 13,219 13,219
WA Treasury Corporations
prepayments 4.66 249 - 249
Accrued revenue - 1,654 1,654
Nil 249 Nil Nil Nil 14,877 15,126
Financial Liabilities
Payables - 4,684 4,684
Bank overdraft 8.35 1,967 1,967
WA Treasury Corporations
prepayments 7.55 1,864 10,484 61,248 73,596
Finance lease liabilities - -
Accrued interest - - -
Treasurer's liability - 1,436
1,967 3,300 10,484 61,248 4,684 81,683
2002
Weighted
Avera}ge . Fixed Interest Rate - Maturity
Effective Variable Non
Interest Interest Less than 1to5 More than Interest
Rate Rate 1 Year Years 5 Years Bearing Total
% $'000 $000 $'000 $000 $'000 $'000
Financial Assets
Cash assets - 4 4
Receivables - 15,401 15,401
Accrued revenue - 2,571 2,571
Nil Nil Nil Nil Nil 17,976 17,976
Financial Liabilities
Payables 3,444 3,444
Bank overdraft 8.35 2,314 - 2,314
WA Treasury Corporation 8.05 2,424 10,254 67,398 80,076
Finance lease liabilities Nil
Accrued interest - 1,366 1,366
Amounts due to
the Treasurer 2,872 2,872
2,314 2,424 10,254 67,398 7,682 90,072
2003 2002
($'000) ($'000)
Summary
Financial assets 15,126 17,976
Financial liabilities 81,683 90,072
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34.2 Credit risk exposure

Accounts receivable largely consists of timber debtors, for which deposits and securities equivalent to an
average of six weeks deliveries are required to be lodged in favour of the Commission under timber contracts of
sale. These deposits and securities are held in trust until the expiry or default of contracts. However, as at

30 June 2003, the value of overdue accounts exceeded deposits and securities by $1.1m (2002 $1.3m).

In addition to securities, protection of the Commission’s interest is provided in that forest produce is the
property of the Crown until forest produce charges are paid. In the instance of default of payment, forest
produce may be seized and disposed of under a statutory retention right.

The Commission’s credit risk exposure at 30 June 2003 is illustrated by the aged debtors table below:

2003 2003 2002 2002

Number Value Number Value

of overdue®: of overdue:

customers ($'000) customers ($'000)

1 to 30 24 1,781 28 1,419
31 to 60 12 271 12 853
Greater than 60 36 1,182 44 1,431
All overdue accounts 72 3,234 84 3,703

*Overdue beyond the Commission’s 30 day trading terms.

The likelihood of recovery as at 30 June 2003, was estimated and factored into the amount of $1,342,000
(2002 $707,000) provided for doubtful debts (refer note 17).

34.3 Fair values

The carrying amount of financial assets and financial liabilities recorded in the financial statements are not
considered materially different from their fair values, determined in accordance with the accounting policies
disclosed in Note 2 to the financial statements, in particular Note 2.21.

The Commission’s borrowings of $73.596m (2002 $80.076m) from the Western Australian Treasury Corporation
(WATC) have been assessed by the WATC to have a net fair value of $79.498m (2002 $84.916m) as at 30 June
2003. The net fair value of a financial liability is the amount at which the liability could be settled in a current
transaction after allowing for the premium required if debt is settled prior to the due date.

2003 2002
($'000) ($'000)
35 Taxation equivalent

The prima facie income tax equivalent* on pre-tax accounting profit reconciles
to the income tax equivalent in the statement of financial performance as follows:
Profit from ordinary activities before income tax equivalent expense 20,122 15,468
Income tax equivalent expense calculated at 30% (2002 30%) of operating profit 6,037 4,640
Permanent differences: (refer Note 2.18)
Non-deductible travel expenses 11 7
Research and development concession (89) (78)
Revaluation of natural resource assets 1,717 367
Depreciation of forest infrastructure 210 (210)
Portion of fundamental error due to error in revaluation of natural resource assets - (966)
Employee Provisions - opening balance (659) -
Unrealised revaluation in forest assets - prior year (4,207) -
Capitalised Plantations afforestation program expenditure 2,602 (1,557)
Change in tax rate 2001/02 - (46)
Income tax equivalent expense attributable to profit from ordinary activities 5,622 2,157
Income tax equivalent expense comprises movements in:
Provision for tax equivalent expense 589 250
Provision for deferred tax equivalent expense 8,275 2,256
Future tax equivalent expense benefit (3,242) (348)
Total income tax equivalent expense 5,622 2,158

Page 74




2003 2002

36

($'000) ($'000)
Deferred tax assets
Future income tax benefit - timing differences! 4,265 1,023
Reconciliation:
Reconciliations of the carrying amounts of future income tax equivalent benefits
at the beginning and end of the current financial period are set out below.
Carrying amount at start of period 1,023 675
Amount arising during the period 3,242 348
Carrying amount at end of period 4,265 1,023

Deferred tax liabilities

Provision for deferred income tax equivalent liabilities 10,541 2,266
Reconciliation:

Reconciliations of the carrying amounts of deferred income tax equivalent

liabilities at the beginning and end of the current financial period are set out below.

Carrying amount at start of period 2,266 10
Amount arising during the period 8,275 2,256
Carrying amount at end of period 10,541 2,266
Provision for income tax equivalent expense

Provision for income tax equivalent at start of period 109 2,728
Income tax equivalent expense paid in period (191) (2,869)
Income tax equivalent expense for the period 5,622 2,158
Effect of future income tax equivalent benefit arising in the period 3,242 348
Effect of provision for deferred income tax equivalent arising in the period (8,275) (2,256)
Provision for income tax equivalent expense at end of period 508 109

! Increase in deferred tax balances due to bringing to account of deferred tax on timing differences related to
natural resource assets and in-forest infrastructure, for the first time in the 2002/03 financial year.

Provision for dividend
Provision for declared dividend 1,557 -

2003 2002

37

Remuneration of Members of the Accountable Authority and Senior Officers

Remuneration of Members of the Accountable Authority

The number of Members of the Accountable Authority (Commissioners) whose total of

fees, salaries, superannuation® and other benefits received, or which are due and

receivable, for the financial year which fall within the following bands, is as follows:
$

5,000 - 10,000 0 0
10,000 - 20,000 3 4
20,000 - 30,000 3 2
30,000 - 40,000 0 1
40,000 - 50,000 0 0
50,000 - 60,000 1 0
7 7
The total remuneration of Members of the Accountable Authority
for the financial period was: 185 129

t No Commissioner is a member of the Pension Scheme.
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Remuneration of Senior Officers
The number of Senior Officers (members of the Commission’s Corporate Executive),
other than Members of the Accountable Authority, whose total of fees, salaries,
superannuation and other benefits received, or which are due and receivable,
for the financial year which fall within the following bands, is as follows:

$

20,000 - 30,000 0 2

70,000 - 80,000 0 1

90,000 - 100,000 1 0

100,000 - 110,000 0 2

110,000 - 120,000 2 0

120,000 - 130,000 1 0

150,000 - 160,000 0 1

170,000 - 180,000 1 0

5 6

The total remuneration of Senior Officers for the financial period was: 617 493

Related/affiliated bodies

The Commission has no related or affiliated bodies as defined by Tl 951 (3) to (6)

2003 2002

($'000) ($'000)

39

40

41
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Remuneration of auditor
The total fees due and payable to the Auditor General for the financial period is as follows:
Auditing the accounts, financial statements and performance indicators 64 44

Funds held in trust
Funds held in trust* as security for contract obligations. These funds are repayable on completion of contracts.

Opening Balance 885 123
Receipts ? 357 812
Payments (368) (50)
Closing Balance 874 885

! Trust funds do not form part of the assets of the Commission, and are held in a separate trust fund
established for that purpose. Interest accruing on these funds accumulate for the benefit of security providers.
2.$694,000 of the prior year receipts was attributable to a transfer from DCLM, relating to deposits on hand
prior to 16th November 2000

Supplementary information

41.1 Write-offs 11 Nil
41.2 Losses through theft, defaults and other causes Nil Nil
41.3 Gifts of public property Nil Nil



42 Segment information
Segment information has been disclosed by output.

The two key segments of the Commission are:
Segment 1: Native Forest Operations Division
The Native Forest Operations Division is responsible for the planning, harvesting and sale of forest products
from indigenous forests on State-owned land.

Segment 2: Plantations Operations Division

The Plantations Operations Division has three main operating arms - the Plantations Branch which covers
State-owned plantations, Share Farms which has the responsibility of share farming agreements with
landowners; and the Propagation Branch which produces seedlings for internal needs as well as for external
customers.

The Commission operates within one geographical segment (Western Australia).

2003 2002
Native Native
Total Forests Plantations Total Forests Plantations

($000) ($000) ($000) ($'000) ($000) ($000)
REVENUE
Revenue from ordinary activities
Revenue from natural resource assets 121,143 72,366 48,777 131,875 83,061 48,814
Correction of prior year fundamental errors - - - 10,205 3,800 6,405
Revenue from commercial Share Farm operations 1,494 - 1,494 1,726 - 1,726
Commonwealth grants & contributions 55 - 55 185 2 183
Other revenue from ordinary activities 2,605 991 1,614 1,018 485 533
Grants and subsidies from State Government 1,570 1,570 - 500 500 -
Other revenue from non-operating activities 121 60 61 1,474 53 1,421
Total revenue from ordinary activities 126,988 74,987 52,001 146,983 87,901 59,082
EXPENSES
Expenses from ordinary activities
Expenses from natural resource assets 60,167 27,759 32,408 78,827 29,422 49,405
Employee expenses 13,012 6,790 6,222 11,970 6,144 5,826
Supplies and services 23,491 8,549 14,942 30,668 18,313 12,355
Depreciation expense 1,974 883 1,091 1,954 897 1,057
Borrowing costs expense 6,331 1,401 4,930 6,405 1,469 4,936
Administration expenses 1,337 1,047 290 1,134 398 736
Accommodation expenses 554 297 257 557 301 256
Total expenses from ordinary activities 106,866 46,726 60,140 131,515 56,944 74,571
Profit/(loss) from ordinary activities
before income tax equivalents 20,122 28,261 (8,139) 15,468 30,957 (15,489)
Income tax equivalent expense 5,622 13,027 (7,405) 2,158 1,759 399
Profit/(loss) from ordinary activities
after income tax equivalents 14,500 15,234 (734) 13,310 29,198 (15,888)
Segment Assets 360,369 154,771 205,598 339,922 128,429 211,493
Unallocated Assets - - - - - -
Total Assets 360,369 154,771 205,598 339,922 128,429 211,493
Segment Liabilities 106,222 42,120 64,102 100,137 48,838 51,299
Unallocated Liabilities - - - - - -
Total Liabilities 106,222 42,120 64,102 100,137 48,838 51,299
Return on total assets 7.34% 19.17% -1.56% 6.43% 25.25% -4.99%
Return on total assets before natural resource
asset revaluations and fundamental errors 2.39% 2.80% 2.08% 3.79% 4.90% 3.12%
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2003 2002
Native Native
Total Forests  Plantations Total Forests Plantations
($'000) ($'000) ($'000) ($'000) ($'000) ($'000)
Acquisition of property, plant and
equipment and other non-current
segment assets
Transfers from other government departments 168 84 84 54 52 2
Additions 1,203 402 802 298 149 149
1,371 486 886 352 201 151
Non-cash revenues/expenses
other than depreciation:
Non-cash revenues:
Revaluation of timber assets and infrastructure 18,648 18,648 - 22,339 22,339 -
Fundamental Errors - - - 10,205 3,800 6,405
Revenue from inventory valuations 2,762 - 2,762 839 839 -
Total non-cash revenues 21,410 18,648 2,762 33,383 26,978 6,405
Non-cash expenses:
Revaluation of timber assets and infrastructure 4,969 - 4,969 23,564 - 23,564
Doubtful debts expense 635 663 (28) 650 113 537
Revaluation of land 66 - 66 - - -
Amount for income tax equivalents 5,621 13,026 (7,405) 2,159 1,759 400
Total non-cash expenses 11,291 13,689 (2,398) 26,373 1,872 24,501
Net non-cash revenues/(expenses) 10,119 4,959 5,160 7,010 25,106 (18,096)
2003 2002
($'000) ($'000)
43 Research and Development Expenditure
43.1 Research and Development expenditure 1,187 2,468
Expenses associated with research and development are included in expenses from
ordinary activities.
The Forest Products Commission is a member of CRC Wood Innovations, a Cooperative
Research Centre for Innovative Wood Manufacturing, based at The University of
Melbourne. The Commission has a payment commitment of $100,000 per year until
2008 together with in-kind contributions of approximately $65,000 per year.
43.2 Plantation Industry Ministerial Advisory Committee (PIMAC) 17 -
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Expenses associated with PIMAC are included in expenses from ordinary activities.
The Minister for Agriculture, Forestry and Fisheries established an advisory committee

on 1 July 2002 from a wide range of industry and community groups to provide
advice on matters affecting the plantation industry. Expenditure incurred relates
to member travel, accommodation and fees in attending meetings, as well as

FPC staff support.



44 Advertising and communication expenditure

In accordance with S175 ZE of the Electoral Act 1907, the Commission incurred the following expenditure in

advertising, market research, polling, direct marketing and media advertising:

1. Total expenditure for 2002/03 was $422,907 (2001/02 $95,402)
2. Expenditure was incurred in the following areas:

2003 2002
Advertising expenditure:

Supplier: Service:
Company Directors Tenders/Auctions - 2,000
Executive Media Pty Ltd Tenders/Auctions - 1,636
Fine Finish Advertising 2,268 -
Lasergrafix Printing 3,501 -
Marketforce Infinitree™ Launch 354,206 -
Marketforce Productions Productions 19,410 21,346
Media Decisions TV Advertising 14,783 10,125
Premier and Cabinet Tenders/Auctions - 4,821
Sector Vision Consulting Classification Review 1,620 2,625

Sundry other
(less than $1,600 per supplier)  Various 9,244 5,339
Total 405,031 47,892
Consultancy:

Supplier: Service:
One 2 One Communications Communication consultants - 47,510
Media Monitors WA Pty Ltd Communication information 17,876 -
Total 17,876 47,510
Market Research: - -
Polling organisations: - -
Direct Mail organisations - -
422,907 95,402

45 Additional information
The following additional information is provided in terms of the requirements of AASB 1034 (5.1)

Domicile and legal form:

The Forest Products Commission is a Government Trading Enterprise domiciled in Western Australia.

Principal office:

Level 1/117 Great Eastern Highway, Rivervale, Perth, Western Australia, Australia.

Operations and principal activities:

The Forest Products Commission is responsible for the commercial production, allocation and sale of forest

products from Western Australia’s native forests and from State-owned and managed plantations.

Parent entity:
Government of Western Australia.

Number of employees at year end:

2003

2002

Number of employees®:

'Refer ‘Our People’ report.

184

187
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AUDITOR GENERAL

INDEPENDENT ALUDIT OPINIOMN
To the Parliament of Western Australia

FOREST PRODUCTS COMMISSION
FINANCIAL STATEMENTS FOR THE YEAR ENDED JUNE 30, 20403

Audit Orpinion
In my opinion,

(i) the controls exercised by the Forest Products Commission provide reasonable
assurance that the receipt and expenditure of moneys, the acquisition and disposal
of property, and the incurring of liabilitics have been in accordance with
legislative provisions; and

(1) the financial statements are based on proper accounts and present fairly in
sccordance  with applicable Accounting Standards and  other mandatory
professional reporting requiremenis in Ausiralia and the Treasurer™s Instructions,
the financial position of the Commission at June 30, 2003 and its financial
performance and cash flows for the vear ended on that date.

Scope
The Commizsion s Role

The Commission is responsible for keeping proper accounis and maintaining adeguate
svsiems of internal control, preparing the financial statements, and complyving with the
Financial Administration and Audit Act 1985 (ihe Act) and other relevant writlen law,

The financial statements consist of the Statement of Financial Performance, Statement of
Financial Position, Statement of Cash Flows and the Motes to the Financial Statements,

Suwmrmary of miy Role

As required by the Act, | have independently audited the accounts and financial statements
to express an opimion on the controls and financial statements, This was done by looking at
a sample of the evidence.

An audit does not guarantee that every amount and disclosure in the financial statements is
emor free. The term “reasonable assurance” recognises that an sudit does not examine all
evidence and every transaction. However, my audit procedures should identify errors or
omissions significant enough to adversely affect the decisions of users of the financial
statements.

=

(D Ve

D D R PEARSON
AUDITOR GENERAL
Crctober 31, 2003

Atk Floor Dumas House 2 Hovelock Stresl West Perth 5008 ‘Wastam Ausiralia Tel 00 5222 7853 Fax 00 5522 S554
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| APPENDIX 1

TRENDS IN THE AREA OF NATIVE FOREST HARVESTED

Karri Forest
Jarrah/ Clearfelled
Jarrah Wandoo or cut to
Forest Forest seed trees Thinned

ha ha ha ha
1976-77 32,320 1,170 2,610 -
1977-78 26,020 740 4,450 -
1978-79 25,540 530 2,710 -
1979-80 25,150 860 2,110 60
1980-81 22,930 1,440 2,080 180
1981-82 24,680 610 2,180 320
1982-83 23,740 330 990 190
1983-84 21,540 580 1,490 260
1984-85 20,010 1,440 2,360 500
1985-86 22,640 650 1,590 340
1986 19,340 1,150 1,090 490
1987 17,180 1,380 1,310 700
1988 23,400 490 1,180 840
1989 15,130 200 1,510 910
1990 12,960 100 1,560 340
1991 10,910 - 1,920 230
1992 13,990 30 1,540 310
1993 14,250 40 1,630 80
1994 14,050 50 1,440 -
1995 17,830 30 2,410 -
1996 22,320 50 1,300 60
1997 18,240 60 1,870 60
1998 19,250 60 1,970 320
1999 14,200 50 1,890 360
2000 20,570 10 1,310 70
2001 *15,130 0 1,380 120
2002 *12,870 0 700 350

* Note: figures do not include areas cleared for mining or utilities.
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Pinus Radiata Other Pine Pinus Radiata| Other Pine All Species
Grand Grand
First Replanted | Cumulative First Replanted | Cumulative All First Year Cumulative
Rotation Areas Total Rotation Areas Total Rotations Rotation Total Total
STATE STATE STATE STATE STATE STATE STATE STATE STATE STATE

il Y Y I Y Y Y Y Y S Y S A Y Y A A B A ARG
§ <1959 160 5 16 0 0 0 3486 56 33 0 0 0 0 0 0 0 369 611 369 61
Z, 1960 34 0 3 0 213 5 306 0 0 0 3825 56 0 0 0 0 343 0| 4038 61
é 1961 43 0 0 0 256 50 434 0 3 0 4262 56 0 0 0 0 480 0| 4518 61
=1 1962 79 0 0 0 335 5 41 0 0 0| 4673 56 0 0 0 0 490 0| 5008 61
1963 97 0 0 0 432 5 301 0 0 0 4974 56 0 0 0 0 398 0| 5406 61
1964 60 0 0 0 492 5 501 0 23 23| 5498 79 0 0 0 0 584 23| 5990 84
1965 83 0 13 0 588 50 433 0 3 0| 5934 I 0 0 0 0 532 0| 6522 84
1966 92 0 6 0 686 5 693 0 2 0| 6629 79 0 0 0 0 793 0| 7315 84
1967 130 0 0 0 816 5 905 0 0 0 7534 7 0 0 0 0| 103 0| 8350 84
1968 94 0 16 0 926 51 1236 0 3 0 873 7 0 0 0 0 1349 0 9699 84
1969 242 0 0 0] 1168 51 1386 0 9 0| 10168 79 0 0 0 0] 1637 0| 11336 84
1970 406 1 0 0| 1574 6 1124 1 19 0 11311 80 0 0 0 0 1549 2| 12885 86
19711 685 1 1 0] 2260 7 815 1 0 0 12126 81 0 0 0 0 1501 2| 14386 88
1972 712 3 4 0 2976 10 663 0 0 0| 12789 81 0 0 0 0 1379 3| 15765 91
1973 | 1083 97 51 0] 4110 107 533 0 3 0| 13325 81 0 0 0 0f 1670 97| 17435 188
1974 | 1142 1Y) 2 0| 5254 149 309 0 0 0 13634 81 0 0 0 0 1453 421 18888 230
1975 1209 92 0 0| 6463 41| 1713 0 0 0| 14807 81 0 0 0 0 2382 92| 21210 322
1976 | 1468 101 5 0] 7936 M2 1118 0 1 0| 15926 81 0 0 0 0 2592 101| 23862 | 423
1977 | 1309 9 3 0 9278 351 863 0 0 0 16789 81 0 0 0 0 2205 9| 26067 | 432
1978 1822 8 17 0| 11117 359 495 0 0 0| 17284 81 0 0 0 0] 234 8| 28401 440
1979 | 1372 2 403 0] 12892 361 364 0 0 0| 17648 81 0 0 0 0 2139 2| 30540 | 442
1980 | 1479 0 0 0 14371 361 m 0 0 0 18425 81 0 0 0 0 2256 0 3279 | 442
1981 1355 0 114 0] 15840 361 875 0 5 0 19305 81 0 0 0 0 2349 0| 35145 442
1982 | 1193 0 264 0| 17297 361 | 463 0 5 0| 19773 81 0 0 0 0 1925 0 37070 | 442
1983 | 129 0 37 0 18630 361 648 0 0 0 20421 81 0 0 0 0 1981 0| 39051 | 442
1984 1817 0 3 0] 20450 361 505 0 9 0| 20935 81 0 0 0 0] 234 0| 41385 442
1985 | 1644 48 125 0] 22219 409 477 0 2 0 21414 81 0 0 0 0 2248 48| 43633 490
1986 | 1043 164 0 0 23262 57131 481 0 0 0 218% 81 0 0 0 0 1524 164 | 45157 654
1987 1433 739 159 0 24854 1312 654 0 39 39| 22588 120 0 0 0 0 2285 778 | 47442 | 1432
1988 | 1547 | 1127 133 1| 26534 | 2440 190 0 1 0 22119 120 0 0 0 0 1871 | 1128| 49313 | 2560
1989 924 369 462 32| 27920 | 2841 22 0 20 0] 22821 120 0 0 0 0] 1428 401 | 50741 | 2961
1990 883 741 35 0] 29158 | 3582 0 0 6 0| 22827 120 0 0 0 0 1244 741 51985 | 3702
1991 [ 1131 | 1050 514 0| 30803 | 4632 4 0 19 0 22850 120 0 0 0 0| 1668 | 1050 | 53653 | 4752
1992 | 1788 | 1781 488 0| 33079 | 6413 118 118 344 0 23312 238 0 0 0 0 2738| 1899 | 56391 | 6651
1993 760 675 988 0| 34827 | 7088 136 0 309 0| 23757 238 0 0 0 0 2193 675 | 58584 | 7326
1994 543 | 400 419 13| 35789 | 7501 0 0 312 0 24129 238 0 0 0 0 134 413 59918 | 7739
199 100 9% | 1103 1] 36992 | 7598 266 266 145 0| 24540 504 0 0 0 0] 1614 363 | 61532 | 8102
1996 16 9| 1168 0| 38176 | 7607 716 605 kil 0| 25347 | 1109 0 0 0 0f 1991 614 | 63523 | 8716
1997 3 0 115 0| 39331| 7607 1121| 112 1 0| 26645 | 2230 0 0 16 16| 2469 | 1137 | 65992 | 9853
1998 % 75 70 0| 394% | 7682 | 1606 | 1598 0 0| 28251 | 3828 0 0 300 300| 2071 1973 | 68063 | 11826
1999 63 2 819 0| 40378 | 7714 2456 | 2452 184 0| 30891| 6280 0 0 296 296 | 3818 | 2780 | 71881 | 14606
2000 203 197 1178 0| 41759 | 7911| 3765 | 3762 13 0| 34669 | 10042 19 19 48 418 5596 | 4396 | 77477 | 19002
2001 0 0 943 0| 42702 T7911| 3062 | 3062 0 0| 37731 | 13104 0 0 326 326 | 4331 3388 | 81808 | 22390
2002 177 177 721 0| 43600 | 8088 846 846 0 0| 38577 | 13950 0 0 66 66| 1810 | 1089 | 83618 | 23479
TOTAL | 31815 | 8041 | 11785 47| 43600 | 8088 | 36797 | 13888 | 1780 62 | 38577 | 13950 19 19| 1422 1422 83618 | 23479 | 83618 | 23479

| APPENDIX 2

AREA OF STATE-OWNED CONIFEROUS PLANTATIONS AS AT 31 DECEMBER 2002

FPC - OWNED FPC - MANAGED TOTAL
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| APPENDIX 3

AREA OF STATE-MANAGED EUCALYPT PLANTATIONS AS AT 31 DECEMBER 2002

Planting Year

FPC - OWNED FPC - MANAGED All Species
E.globulus Other Eucalypts Owned by Privately Owned Year Total Culmulative Total
Other Govt.
(S/F) = share STATE STATE
Farm | (+S/F) (S/F) (+S/F) (S/F) E.globulus | E.globulus | Other Eucs.| E.globulus | Other Eucs.| E.globulus | Other Eucs.
<1987 10 0 6634 1 0 0 0 10 6634 10 6634
1988 99 99 9 0 0 0 0 99 9 109 6643
1989 118 118 2 0 0 20 0 138 2 247 6645
1990 33 0 25 0 0 152 0 185 25 432 6670
1991 35 29 31 0 0 298 2 333 33 765 6703
1992 372 358 0 0 0 651 0 1023 0 1788 6703
1993 221 206 6 0 0 1369 25 1590 31 3378 6734
1994 34 34 2 0 0 1923 0 1957 2 5335 6736
1995 3 0 0 0 0 3537 55 3540 55 8875 6791
1996 0 0 3 3 0 5664 16 5664 19 14539 6810
1997 17 0 7 7 0 5462 0 5479 7 20018 6817
1998 68 68 5 5 0 4887 0 4955 5 24973 6822
1999 0 0 1 1 0 5369 0 5369 1 30342 6823
2000 0 0 31 2 0 5610 0 5610 31 35952 6854
2001 0 0 30 30 0 2735 0 2735 30 38687 6884
2002 0 0 485 483 0 2922 0 2922 485 41609 7369
TOTAL 1010 912 7271 532 0 40599 98 41609 7369 41609 7369

| APPENDIX 4

AREA OF STATE MANAGED SANDALWOOD (S.SPICATUM) PLANTATIONS AS AT 30 JUNE 2003

Year Hectares
1997 4.7
1998 19.1
1999 0.0
2000 18.9
2001 80.3
2002 61.5
Total 184.5
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LOG PRODUCTION FROM CROWN LAND AND PRIVATE PROPERTY 2002/03

Type Crown Land Private Property Total
cmetres | tonnes

SAWLOG TIMBER*
Jarrah 187,459 245,588 - - 187,459 245,588
Karri 74,429 91,526 - - 74,429 91,526
Marri 8,401 10,418 - - 8,401 10,418
Blackbutt 1,771 2,262 - - 1,771 2,262
Wandoo 154 202 - - 154 202
Sheoak 1,136 1,136 - - 1,136 1,136
Other 80 99 - - 80 99
Total Native Forest Sawlogs 273,430 351,231 - - 273,430 351,231
Globulus 0 0 0 0 0 0
Mallet 270 321 0 0 270 321
Total Plantation Hardwood Sawlogs 270 321 0 0 270 321
Pinaster 41,269 41,269 0 0 41,269 41,269
Radiata 289,546 289,546 30,508 30,508 320,054 320,054
Plantation Softwood Sawlogs and veneer logs 330,815 330,815 30,508 30,508 361,323 361,323
TOTAL SAWLOGS 604,515 682,367 30,508 30,508 635,023 712,875
OTHER LOG MATERIAL
Native Forests
Chiplogs 137,965 166,202 - - 137,965 166,202
Firewood/charcoal logs 101,928 109,746 - - 101,928 109,746
Sandalwood 2,177 2,177 - - 2,177 2,177
Other ** 18,583 22,551 - - 18,583 22,551
Sub-total Native Forest Other 260,653 300,676 - - 260,653 300,676
Plantation Hardwood
Chiplogs*** 0 0 146,044 174,101 146,044 174,101
Firewood/charcoal logs 544 546 0 0 544 546
Other ** 57 68 13 16 70 84
Sub-total Hardwood Plantation Other 601 614 146,057 174,117 146,658 174,731
Plantation Softwood
Industrial wood 198,560 199,090 20,958 20,958 219,518 220,048
Woodchips 64,894 63,483 2,541 2,239 67,435 65,722
Other 9,039 9,039 0 0 9,039 9,039
Pine rounds 23,118 23,118 0 0 23,118 23,118
Sub-total Plantation Softwood Other 295,611 294,730 23,499 23,197 319,110 317,927
Total Other Material 556,865 596,020 169,556 197,314 726,421 793,334
TOTAL LOG TIMBER 1,161,380 | 1,278,387 200,064 227,822 | 1,361,444 | 1,506,209

* Sawlog timber from all sources, including veneer, but not including chiplogs, particleboard,
industrial wood, firewood, fencing material, poles, piles and minor forest products.

** includes poles, bridge timbers, burls, chopping logs, mining timber, pegging logs & fencing material.

*** includes woodchips.

Note: includes logs from Crown land sold under Minor Production Contracts.
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| APPENDIX 6

NATIVE FOREST SAWLOG PRODUCTION BY THE COMMISSION IN 2002/03

Product type High 1st & 2nd Bole Other TOTAL
Quality Sawlogs Log Sawlogs
m? m? m? m? m?
Jarrah 1,439 162,527 11,576 11,917 187,459
Karri 1,645 69,268 0 3,516 74,429
Marri 16 0 0 8,385 8,401
Other Species 1,095 1,046 44 956 3,141
Total 4,195 232,841 11,620 24,774 273,430
Tonnes Tonnes Tonnes Tonnes Tonnes
Jarrah 1,865 213,723 15,222 14,778 245,588
Karri 2,040 85,126 0 4,360 91,526
Marri 21 0 0 10,397 10,418
Other Species 1,213 1,377 58 1,051 3,699
Total 5,139 300,226 15,280 30,586 351,231

* Includes logs from Crown Land sold under Minor Production Contracts

| APPENDIX 7

NATIVE FOREST CHIPLOG PRODUCTION

Product type Crown land 2000/01 Crown land 2001/02 Crown land 2002/03
(m?) (tonnes) (m?) (tonnes) (m?) (tonnes)
Marri 258,119 318,860 102,618 126,662 56,237 68,153
Karri 87,547 105,919 97,279 117,540 81,728 98,049
Other - - - - - -
Total 345,666 424,779 199,897 244,202 137,965 166,202
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| APPENDIX 8

NATIVE FOREST FUELWOOD PRODUCTION

Log Type

2000/01

2001/02 2002/03

(tonnes) (tonnes) (tonnes)

- Firewood logs 49,002 48,893 43,119

- Charcoal logs 93,008 45,659 66,627

Total 142,010 94,552 109,746

| APPENDIX 9

SANDALWOOD PRODUCTION FROM CROWN LAND

Type 2000/01 2001/02 2002/03

(tonnes) (tonnes) (tonnes)

Green 1,020 1,399 1,392

Dead 763 847 785

Bark 40 0 0

Total 1,823 2,246 2,177
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g

Head Office

Level 1, 117 Great Eastern Highway
Rivervale WA 6103

Locked Bag 888
Perth Business Centre WA 6849

Phone: (08) 9475 8888
Facsimile: (08) 9475 8899
Email: info@fpc.wa.gov.au
Albany

120 Albany Highway
Albany WA 6330

Phone: (08) 9845 5630
Facsimile: (08) 9842 5279
Bunbury

Cnr South Western Highway
and Dodson Road
Bunbury WA 6230

PO Box 236
Bunbury WA 6231

Phone: (08) 9725 5288
Facsimile: (08) 9725 5255
Collie

20 Throssell Street
Collie WA 6225

Phone: (08) 9734 1688
Facsimile: (08) 9734 5649
Esperance

92 Dempster Street
Esperance WA 6450

PO Box 1955
Esperance WA 6450

Phone: (08) 9071 7255
Facsimile: (08) 9071 7299

Guildford

Lot 1, 260 Kalamunda Road
South Guildford WA 6055

Phone: (08) 9279 4088
Facsimile: (08) 9279 5481
Harvey

64 Weir Road
Harvey WA 6220

PO Box 499, Harvey WA 6220
Phone: (08) 9729 2888
Facsimile: (08) 9729 2499
Kalgoorlie

Suite 6,
158 - 160 Eagan Street
Kalgoorlie WA 6433

PO Box 10484
Kalgoorlie WA 6433

Phone: (08) 9021 8643
Facsimile: (08) 9021 5186
Katanning

10 Dore Street
Katanning WA 6317

PO Box 114
Katanning WA 6317

Phone: (08) 9821 3208
Facsimile: (08) 9821 3332
Manjimup

Brain Street
Manjimup WA 6258

Locked Bag 6
Manjimup WA 6258

Phone: (08) 9777 0988
Facsimile: (08) 9777 2233

Nannup

Warren Road
Nannup WA 6275

Phone: (08) 9756 1888
Facsimile: (08) 9756 1499
Plant Propagation Centre

Burnside Road
West Manjimup WA 6258

Locked Bag 6
Manjimup WA 6258

Phone: (08) 9772 0377
Facsimile: (08) 9772 1211
Timber Technology Centre

64 Weir Road
Harvey WA 6220

PO Box 505
Harvey WA 6220

Phone: (08) 9729 1913
Facsimile: (08) 9729 2063
Wanneroo

5 Dundebar Road
Wanneroo WA 6065

Phone: (08) 9404 5491
Facsimile: (08) 9404 5492

www.fpc.wa.gov.au
www.infinitree.com.au

www.fpc.wa.gov.au/seeds

Infinitree Freecall 1800 241 688
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