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1. iIntroduction

The report provides an overview of the performance of the Forest Products
Commission (FPC) for the six months o 31 December 2011 as xneaswﬁd against
the objectives outlined in FPC’s 20711/12 Statement of Corporate intent (SCI

This Half Year Report has been prepared in compliance with $.19 of the Forest
Products Act 2000.

2. Financial Overview

The first half of this fi pﬂﬁmf year has seen an improved financial performance
compared m *mw same period last vear. In g,,ar@:m u%m harvest revenues and fixed
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b%a The improvement is largely due 1o the res *ﬁhu;ﬂ ing
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mime whi c% %mu esulled in a significant reduction in Employee Expenses.
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the second half of the year w il mrmda »akaﬁ of timber 53.%{ de,svh“ of & higher value
progportion than in the first half of the vear 1or - it
woodchip,
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The cash position as at 31 December 2011 is healthy at $25.1 miiiiai’a and meets
Government accountability {argats. The operaling ¢ w‘h cormponent of this result is a
highlight, reporting a positive cash result of $8.4 million, which compared fo last
years comparative position of an operating cash deficit of $2.0 million, is a

turnaround of $11.4 million.

The forecasl closing cash position for 30 June 2012 of $13.8 million includes
altowance for the payment of:

# tax of $5.9 million;
a dividend of 1.5 million; and
unbudgeted costs of $1.5 million for debt payout finalisation expenses.
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3. Future Directions

biective of FPC was the

*’“; the Government determined that the M,y ¢
inass 5»' in south west native

VITONITIST M sstainability of s core busi
15 and sat z{:ﬁd%wmud.

ucture of the ﬂijt?fhm’ is now largely complete. The FPC will continue {o
consohdaling s neial po ssifion and operaling on soun x.% cormrmercial
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o
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The FPC, however, operates within an environment that is influenced by a number of
internal and exiernal factors. A key factor which is impacting on the FPC is the
record low rainfall and high temperatures from 2008 1o 2010. The Plantations
business has been parlicularly affected and there has been recent need for saivage
operations to recover dead or dying trees. FPC is undertaking work to understand
the impact of the drought and o develop future miligation Strateg'@s The FPC has
actively sought additional markets and negotialed alternative pricing arrangemenis
with existing customers for drought affecied resource. This has assisted increase
overall retumns, @){Qﬂui e salvage operations and maxfm’@ﬁ the value of degrading
resource. Whilst this is expecied o increase revenue from plantation timber sales in
the show term, there is likely fo be a negative impact on FPC's fulure revenue
atreams.

ﬁw iher key factor which will impact on the FPC is the uncerlainty over resource
cess for native fimber and the environmental procedures associated with

mw sting and regeneration under the next Forest “«J@c’mwer%ﬂ’*i Fla ’Fﬁf‘ém The
current FMP mn{p;.&? in Decembear 2013 which makes it difficull for ex m ng industry
na 31? fp,«n% K¢ un emv{ .f.:my long-term nwmfmw% M:m supply  ©s ‘,m‘x be
gu

3

The FPC is continuing fo develop new industries for the large volume of dedah onal
resource ‘%ﬂa* is avaiiable from is native f@é’%%‘i‘iﬁ cperations and has recently
advertised for Expressions OFf interest (EO to mm:’s% identify industry dev B@pmcm
opportunities.

4. Highlights for the Half Year
Significant highhohts for the first half of the financial year are:

® Successful co-location of FPC's head office at the Department of Agriculiure
and Food's (DAFWA) Kensington facility.

® Advertised for Expression of Interest (EQI) to develop new industries to develop
large volume of additional resource left following native forest hﬁﬁ?“‘bdrﬁj
operations
Increased sales of jarrah residue from Alcoa mine clearing operations.
Auswest puwhm xd Gunns’ Deanmill sawmilling operations, which has led to
ncreased jarrah sawlog deliveries.

@ wc}mkq ield Rail confi {('?363(:% significant sieepar orders with South West sawmiliers

leading o increased demand for low 2 ogs and assisting in improving

industry viabiity,

@ Successful in recerdificalion for FPC's Australian Forestry Standard (AFS)
accreditation and for continued compliance to the [SC 14001 standard for

=

environmental Management Systems (EMS),
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5. Progress against initiafives in the 2011/12 Statement of
Corporate intent

There are two long-term goals for FPC. They are:

® business units are profitable, viable and sustainable; and
® stafte’s {imber assels are adminislered in accordance with ecologically

sustainable forest management principles.
There are wo corporate objectives for the organisation. They are:

O %rﬁgmr’*iw@ 1 Profitable Business Units.
Ubjective 2 Lormplete the restructure of the FPC,

Since Jani
financiz %3’
core business achivities |
ensure that each unit is

m@ FPC has undergone a significant organisational and

s has culminated in 2 %%‘aarpw focus on each of the three
f south west native forests, plan ?‘aiam& and sandaiwood 1o
profitable, viable and sustainable

FPC will coniinue 1o .,f\:m”%f on oplimising s operations | hmu@ﬁ i‘* dev %Gpmww of
markels for umj@ utitised portions of the timber resource me
sawlog harvesting and haulage and imoproving the i’anaﬂc..aa iab 3
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Comrmission

54 South West Native Forests

The South West Mative Forests business unit is responsible for the management,
harvest and delivery of native forest hardwoods (Jarrah, karrd and marri) to mills and
processing plants in the South West of Western Australia.

Table 1: Summary of Forecast Quicomaeas for South West Native Forests

o R

Underiake a review of native timber policy ar The process for the preparstion of the Forest
the Forest Management Plan. Management Flan commencad in mid-2011. The
Department of Environment and Conservation are
leading the preparation of the Plan and FPC is
providing Enm i and being consulted on key | iesues.
An  Expression of Interest (EOQD) has been
advertised o inform the future options for the
devaelopment of the industry.
A consultancy is now underway to review oplions
for the development of a native forest policy and

strategy.
Review limber sales contracis, The FPC is working with U vmiz% sactor 1o align
m quantity and quality m g urce to specific

il and marke! requirements.
‘f\ina? s underway to rationalise the number of
coniracts and end inactive coniracts.

Maximise ytilisation of the resource. The FPC has widely promoted an EOCH for up o
300,000 ionnes of low grade native hardwood

resouUrce.
A range of proposals and uses for this resource are

axpecied 1o be received mid-2012

Evaluate log production processes \m*na aw | The FPC s working with Dc{; to  improve
to greater operational and requiatory efficiency. | govemance  arrangements 1o achieve greater
efficiency and transparency under the 2014 FIMP.
Evalugtion s being undertgken to determine
whether the infroduction  of back-leading  of
resource may hels o improve efficiencies and
lower costs.

increase the take-up of jarrah residus from | Production of jarrab residue from mining operations
mining operations. increased by approximately 30,000 tonnes.

The EO! has the potential {o identify mew and
additional markets for residues off ming sites.

Maintain  and  enhance AFE  and EMS | There was an AFS/EMS receriification audit in
accreditation. 2011, FBC has retained its accreditation.

.2 Plantations

'“5"5"5@ Pi’:‘a”"%“‘éém ns ?*uw ess uni wonsible for the management, harvest and
: wed andfor man aqM pine gr_,watnzi on resources mainly to major
sawmill and g:mm, 355 w; plants pr@d{s:‘rwinmmy £ ‘el
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Table 2: Summary of Forecast Ouicomes for Plantations

Undertake an inventory to ensure that resource
supply mests confractual obligations.

The Mid Rotation inventory (MR for the Central

Forest Region was completed by November 2011,

with the results of the inventory to be finalised by
mid-fMarch 2012,

.r‘e Swan :\ag,on inventory is currently underway,

The resulls will be finalised by 30 June 2012,

and thinning

Implement “’nprov@j fertilise
lantat ngxaw’:?.,

programs to optimise p

[t

The rate of fertiliser reguirement is growing as the
first thinning program ;n\,n:asgw The standard
apolication rale was applied. The area o be
fertilised in FY 2011/12 has besn i

B i .,
imnited dus o the

el
12

Conduct review of harvester and haulag

contracts.

effects of drought.

All harvest “z‘;f and haulage contracts will be
tendered with no carryovers of existing contracts
beyond December 2012

The FPC “ﬂ-ﬁ begun preparatory work
fenders — with @ ﬂﬂi}ymw on the volumaes,

.ar !"*;—?L

contractor requirements and value for maoney being
undariaken. The lenders will be called by end of the
financial yx ar.

Tenders for thinning programs were successhully

completed. Priority \”"rsrkf; have commenced, and
approvimately 25 per cent of the program is
complated,

Enhance AFS acoreditation,

There was an AFSEMS auditin 2011, FPC has
retained ifs accreditation.

Hal f YCC‘” H*"’i’“?ft




8.3 Sandalwood

The Sandalwood business unil is responsible for the management, harvest and
delivery of wild sandalwood from the Goldiields and Murchison regions to customers
in the South West and for export

Table 3: Summary of Forecast Outcomes for Sandalwood

mplementation of the regeneration plan is
p""csgreasénm according to plan. For the six month
period o 31 December 2011 165,000 germinants
have been produced indicating that the metheds
appliad "’"9 ﬂa notional.

Increase the volume of ‘dead’ sandalwood The target 'thaa six month period was 25 lonnes
collectad. Agproxim xt Hi"/ tonnes of “dead” sandaiwood

was proguce c or this period with the participation
of pastoralists {p vale frealy contracts).
Continue staksholder engagemant with The FPC continuas to engage with relevant

f ,
pastoralists {0 accass sandalwood resources. stakeholders in pastoral lands mﬁrusng access o
sandalwood as and when required.

5.4 Sharefarms

FPC has ceased to be aclively invelved in expanding its new plantation aciivities.
The total sharefarm estale is approximately 42,600 hectares (ha) and is made up of
24,000 ha to be retainad by FPC and 18,600 ha which may be divested.

The FPC has attempted to divest the ‘exil’ estate through a public sale process. The
iwo Requests for Tender (RFT) held in January and August 2011 resulted in bz{‘j
that were non-conforming bids or were su batni’ﬁ ially below the cost of establishing
the ¥

e plantations. [tis unlikely that FPC will sell the ‘exit’ estale at a commercial rate in
the foreseeable future.

Table 4: Summary of Proposed Gutcomes for Closing Sharefarm Activities

&ompéc&e the sale of th arm estate | The FPC has attempted o
through tendsr process shareiamm estate through two public sale processaes

but has been unsuccessiul.

Progress various aliernatives to negotiate exit The FPO will continue to maintain the ‘exil’
strategies with sharefan la z.domvm where sharefarm estale.

the estale cannot be

Uievelop options for t

wm;%ilru ’«:-»qqs remen

’ M sad and | PO will retain the West Maniimup Mursery and
t&z am;é uding future Seed Centre to support core business associated
(s Manjimup Nursery. with plantation establishment, ¢ ea native forast
{imﬁurjmq sandaiwond) reger ‘
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6.1 Profit and Loss Statement

Revenue:
- Hanest Revenues

- Production and Delhery Expenzes

Gross Margin

Other Rewenues

L.ess Expenses:

- Direst Forest Management Expenses

- Ernpioyee Expenses

- Restructuning Costs

- DEC Expanses

- Fixed Expeanses

- interest Expensas

Profit before Capitaiization and Other Now Cash ltems
Capitalisation (Second Rotation and 3TF)

Other Non Cash ltems

Onerating Profit

NRA Adjustment

Nominal Tax

Actual Actual Forecast SC/
50.9 50.0 107.8 100.3
( 28.Q} {27.2) {B0.5B) { 54.0)
22.9 2.8 47.6 48.2
1.3 2.1 1. 0.8
{4.8) (4.5 {10.8) {11.4)
{8.9) {10.3) { 18.5) {17.4}
{0.8) - -
{ 4.8} (4.7 {12.8) (1.5
{3.2) {3.8) {7.8) {(7.73
{11 {3.8) {0.7) ~
3.7 {38 {1.7} { 0.9}
0.8 1.3 5.9 3.7
(0.7} {1.2) 3.1 {0.8)
3.3 { 2.9y 7.2 1.8

.2 Balance Shesat

Current Assets

Other Non Curent

Plant property and equipment
Natural Resource Assets
Carbon Asset

Provgions
Contra %

State Borowings

Total Liabilities

Actual

Forecast SCI Plan

43.1 431

7.2 7.2
219
324.1

&
e
& =

<o

,J'\; -
(S

o
o

{888 {68.8)
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{ommission

GELIRER-USTRATIA

MNet Cash flow from:

Cperating activities (adjiusted EBITDA)

investing activities
- Other Capital works

Financing actiities

- Laminex Prepaid Logs

- Egquity Injection {Restructura)
- Deht nterest and Principal

- Inferest Rewenue

Other Hams

i
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ther Cash (Non-Recurring item - WP G

- Dhidends

- Tax

Opening cash balance
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