
Financial statements 

2.16 Investments and other financiol ossets 

The FPC classifies its investments into the following categories: financial assets at fair value through 

profit or loss, loans and receivables, held-to-maturity investments, and available-for-sale financial assets. 

The classification depends on the purpose for which the investments were acquired. Management 

determines the classification of its investments at initial recognition and re-evaluates this designation 

at the end of each reporting period. Investments not at fair value are initially recognised at cost being 

the fair value of consideration given, including directly attributable transaction costs. 

Non-derivative financial assets with fixed or determinable payments and fixed maturity dates, other 

than those that meet the definition of loans and receivables, are classified as held-to-maturity when 

management has a positive intention and ability to hold to maturity. Investments intended to be held 

for an undefined period are not included in this classification. 

Loans and receivables and held-to-maturity investments, such as commercial bills, are subsequently 

measured at amortised cost using the effective interest method. Amortised cost is calculated by taking 

into account any discount or premium on acquisition, over the period to maturity. For investments 

carried at amortised cost, gains and losses are recognised in profit and loss when the investments 

are derecognised or impaired, as well as through the amortisation process. 

The FPC assesses at each balance date whether there is objective evidence that a financial asset 

or group of financial assets is impaired. 

The AASB 141 Agriculture requires that an entity shall recognise a biological asset or agricultural 

produce when and only when: 

(a) The entity controls the asset as a result of past events; 

(b) It is probable that future economic benefits associated with the asset will flow to the entity; and 

(c) The fair value or cost of the asset can be measured reliably. 

Under this standard, the FPC is required to value its biological assets annually. 

AASB 141 defines a group of biological assets as an aggregation of similar living animals or plants. 

Therefore, the FPC determines that it 'holds' three types of biological assets: (1) plantation timber; 

(2) native forest; and (3) sandalwood. 

FPC values its biological assets at fair value less estimated point-of-sale costs and costs necessary 

to get the assets to market. Fair value is the amount for which an asset could be exchanged or 

a liability settled, between knowledgeable, willing parties in an arm's length transaction. A gain 

or loss on valuation is recognised in the Statement of Comprehensive Income. 

Fair value of biological assets is based on their present location and condition. As a result, fair value is 

determined based on historical volume increases and historical cash flows, adjusted for known variances. 

FPC's valuations of biological assets are for financial reporting purposes only. The FPC's valuations 

are not intended for estimating other values inherent in or provided by forests, such as unpriced goods 

or services and the forests' ecological benefits. 

Plantation Timber 

The FPC values pine plantations that are managed across a broad geographic area of approximately 

71,686 hectares. The value of the softwood plantation is based on a forest estate model that forecasts 

supply from all sources to each market. This model also forecasts the revenues and costs associated with 

the forest estate. 

The FPC values sandalwood plantations that are managed across an area of approximately 5,808 

hectares. The value of the sandalwood plantation is based on revenues and costs associated with 

the forest estate. 

Native Timber 

Native forest is managed in accordance with the Forest Management Plan (FMP) 2014-2023, 

under which there are limitations and requirements in regards to harvesting limits and regeneration 

(sustainability). Sustainable yield means that the volume harvested will approximate, over long-term 

harvest cycles, annual forest growth of the harvestable forest areas. 

On the basis of the long term sustainable yield forecast in the FMP a perpetual terminal value approach 

is adopted for the cash flows post the current FMP. Should Government policy change the value of the 

Native Forest will need to be reviewed. 

As a result, valuation of the native forest is limited by quantities available under the FMP. Within these 

limits the valuation includes volumes that could realistically be marketed and sold. 

Management silviculture obligations associated with jarrah are included in the fair value measurement. 

Karri regeneration costs are excluded. The cost associated with regenerating Native Forest areas 

harvested at reporting date are provided for as a liability; refer to Note 35(d). 

Sandalwood 

The commercial harvesting of sandalwood on public land is governed by the Forest Products Act 2000, 

Sandalwood Act 1929, Conservation and Land Management Act 1984, and Wildlife Conservation Act 

1950. 

The annual harvest limit set by Executive Council under the Sandalwood (Limitation of Removal 

of Sandalwood) Order (2015) is a maximum of 1,250 tonnes of green and 1,250 tonnes of dead 

sandalwood. 

The FPC is licenced to harvest up to 1,125 tonnes of green and 1,125 of dead sandalwood each year. 

Dead sandalwood is not included in the biological assets valuation as it is not a living asset. 

The fair value of Sandalwood is measured based on the 2015 Order period which ends 31 December 

2026. The period of valuation will be reviewed when future Orders are gazetted. 
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Native Forests    

  Revenue Costs of sale Net 

  $000's $000's $000's 

2002/03            33,657  
        
(28,689) 

     
4,968  

2003/04            37,589  
        
(30,931) 

     
6,658  

2004/05            39,194  
        
(42,020) 

    
(2,826) 

2005/06            39,775  
        
(23,514) 

    
16,261  

2006/07            41,867  
        
(27,631) 

    
14,236  

2007/08            45,190  
        
(34,104) 

    
11,086  

2008/09            43,574  
        
(38,785) 

     
4,789  

2009/10            36,162  
        
(28,291) 

     
7,871  

2010/11            35,014  
        
(30,841) 

     
4,173  

2011/12            38,248  
        
(34,379) 

     
3,869  

2012/13            39,048  
        
(36,369) 

     
2,679  

2013/14            29,530  
        
(33,304) 

    
(3,774) 

2014/15            30,073  
        
(33,607) 

    
(3,534) 

2015/16            32,578  
        
(33,498) 

       
(920) 

2016/17            36,609  
        
(34,530) 

     
2,079  

2017/18            33,974  
        
(33,624) 

        
350  

     

          592,082  
      
(524,117) 

    
67,965  
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