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1. Executive Summary 

The Forest Products Commission (FPC) has had a busy and productive six month 
period. This has been a period of in which the FPC has undergone a functional 
restructure, a period of instability in the industry with the parent company of a major 
sandalwood customer in receivership and the cessation of deliveries to a major 
native forest sawmill customer.   

As at 31 December 2017, the FPC has recorded an operating profit of $2.4 million.  

This result is better than the Budget forecast to 31 December 2017 by $0.9 million 
primarily due to a timing delays in forest management expenditure ($1.1 million) and 
under target expenditure in employee and administration costs ($1.4 million), partly 
offset by combination of all forest sectors not meeting net sales targets  
(-$1.6 million). 

Whilst this result is ahead of expectations the outlook for 30 June 2018 is that 
operating profit will fall short of the Budget target by about $0.5 million, barring 
unforeseen circumstances. This is primarily due to a forecast downside in native 
forest sales following the cessation of deliveries to a major sawmill customer, offset 
by improved forecast gross profit for plantations and sandalwood and bolstered by 
forecast expenditure savings in forest management and employee expenses.    

The Net Profit after Tax (NPAT) position as at 31 December 2017 is $0.7 million 
better than the forecast NPAT. 

2. Introduction 

The following report provides an overview of the performance of the FPC for the 
six months to 31 December 2017 as measured against the financial and operating 
objectives outlined in the FPC’s Statement of Corporate Intent 2017-18. 
 
This Half Year Report has been prepared in compliance with section 19 of the Forest 
Products Act 2000. 

3. Financial Overview 

The FPC has had a good start to the first half of the current financial year.  
 
The result for the first half of the financial year is an operating profit of $2.4 million 
compared to the forecast operating profit of $1.4 million. Refer to section 6 for a 
summary of financial performance.  
 
This better than forecast result is primarily due to: 

 Gross profit for plantation products exceeding target by $1.3 million as a 
result of an increase in Wespine volume; 

 Delays to planned forest management activity for all forest sectors of 
$1.1 million, primarily in regeneration and maintenance costs. This represents 
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a deferral of some activities from the second quarter to the third and fourth 
quarters; and  

 Employee costs being under budget by $0.7 million resulting from vacant 
positions, reduction in leave liability and indirect employee costs.  

This is partly offset by -  

 Gross profit for native forest products being behind target by $1.7 million due 
to decreased customer demand in jarrah sawlog, karri sawlog and karri chip 
products; and  

 Gross profit for sandalwood products being behind target by $1.3 million due 
to instability in sandalwood international market. 

 
The cash result for the half year is a deficit of $1.9 million.  
 
The cash balance as at 31 December 2017 is $29.4 million; however this includes 
prepayments for future log deliveries totalling $9.8 million which will be amortised 
over the next eight years. The forecast cash position as at 30 June 2018 is 
$22 million. 

4. Highlights for the Half Year 

Key events and highlights during the first six months of the financial year were: 

 The FPC announced a record dividend payment to Government from its 
2016-17 financial year results. 

 The restructure of the FPC into a functional reporting structure. 

 The initiation of an office rationalisation program which aligns with 
Government policy, through the consolidation of the FPC’s office locations. 
This program is targeting accommodation that is fit for purpose, flexible and 
matches workforce requirements and locations. 

 The continuation of the expansion of the softwood estate through a 
combination of land purchases and rental arrangements. 

 The finalisation of a domestic sandalwood contract of sale and the 
commencement of deliveries to the new joint venture.  

 The commencement of trials for an Integrated Processing Yard seeking to 
maximise the use of harvested timber. 

 The commencement of engaging key communities to broaden benefits of 
forestry.     

 The cessation of deliveries to a major native forest customer and the 
commencement of alternative sales strategies to mitigate this loss of demand. 

 The commencement of the Timber Industry Development Plan which is part 
of the Labor Party’s policy.  



  
 

 

Half-Yearly Report 
Commercial-in-confidence 
Uncontrolled when printed 

 
5 

 

 The FPC continued to be certified against internationally recognised 
standards for forest management.  

 Roll out of the Stakeholder Management System to provide access for staff to 
relevant information on stakeholders. 

 Upgrade of internet connections in regional offices to ensure access to new 
systems and electronic data management systems is effective. 

 A new deliveries and billing system has been initiated through the Technology 
One system and will be implemented by 1 July 2018. 

The FPC has focused significant effort on improvement of its safety processes, with 
emphasis on safety culture for staff and contractors. Key achievements include: 

 Development of a comprehensive process to manage the risk of drugs and 
alcohol in the workplace that includes drug and alcohol testing. 

 A review of the FPC’s Occupational Safety and Health Committee to align 
with the recent functional review and a focus on operations. 

 Provision of staff investigation training to ensure improved preventative 
strategies to minimise reoccurrence of incidents. 

 Development and implementation of an online training program to reduce the 
risk of log truck rollover incidents for FPC staff and contractors. 

 Development of strategies to improve contractor log truck mass management. 

 Introduction of quarterly meetings with contractors to discuss and resolve 
safety issues.  
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5. Progress against initiatives in the 2017-18 Statement of Corporate Intent 

Summary of goals, strategic objectives and planned achievements for 2017-18 
 
In alignment with the Forest Products Act 2000 and the Government’s goals and forest policies, the FPC has developed the following goals, five year strategic 

objectives and 2017-18 major planned achievements. 

 

DELIVER HEALTHY FORESTS FOR FUTURE GENERATIONS 

Strategic Objectives 2017-18 Major planned achievements Progress to date 

Work with Parks and Wildlife in planning, harvest 
and regeneration activities to optimise forest values 
 
Ensure sufficient mechanisms are in place to 
manage risk and respond to wildfire and other 
environmental risks. 
 

1. Plan for implementation of Ferguson inquiry 
recommendations 

2. Biodiversity Management Programme for 
sandalwood 

3. Ensure implementation and reporting of FMP 

4. Northcliffe fire regeneration 

 

1. The FPC is working proactively with hazard 
management agencies to implement report 
recommendations.  

2. The FPC has provided funding for the 
Department of Biodiversity Conservation and 
Attractions (DBCA) to complete the Biodiversity 
Management Programme for sandalwood. This 
project will be finalised by June 2018. The 
Rangelands Sandalwood Seeding Programme is 
currently underway. 

3. Relevant environmental monitoring and 
compliance data has been provided to DBCA. 
The FPC is actively contributing to drafting 
chapters of the Mid-term Review of the Forest 
Management Plan 2014-2023. The working 
group is next due to meet in mid-March 2018.  

4. A further 200 hectares of fire salvage is currently 
being completed by WAPRES. This area will be 
regenerated in winter 2018. A further tender for 
an additional area of 1,000 hectares was 
advertised and draft recommendation report is 
currently under review.    
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FACILITATE A VIBRANT FORESTRY INDUSTRY TO DELIVER SOCIAL AND ECONOMIC BENEFITS TO THE PEOPLE OF WESTERN AUSTRALIA, 
PARTICULARLY IN THE REGIONS 

Strategic objectives 2017-18 Major planned achievements  Progress to date 

Community and industry are engaged in forestry 
planning and opportunities 
 
Forestry adds value in local communities 
 

1. Brand and marketing in place for high value 
native timbers 

2. Better understand economic and social values 
for communities 

3. Meet softwood plantation expansion targets 

4. Sandalwood Industry reforms 

5. Native forest timber supply chain study 

6. “Other bole volume” markets identified. 

1. A branding strategy for jarrah has been developed 
and work is now commencing with the Forest 
Industries Federation (WA) to deliver the project. 

2. The report, Socio-economic impact of the forestry 
industry in WA, was completed in December 2017. 
Work is now commencing on how to use this report 
to inform the FPC strategies. 

3. Approximately 1,660 hectares of new land 
established to softwood plantation. However, fallen 
behind planned plantation expansion targets. The 
achievement of targets is still under active 
consideration and the financial year 2018-19 
should see significant progress towards achieving 
targets.  

4. The sandalwood industry reforms as planned in 
2016 are now complete. Market instability this year 
is resulting in a refined approach. 

5. The Native Forest Timber Supply Chain Study 
informed the deliberations for the Expressions of 
Interest for the Integrated Processing Yard. 

6. “Other bole volume” markets are being identified 
through the Integrated Processing Yard Project 
and other commercial processes. 
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ENSURE EFFECTIVE, EFFICIENT AND SAFE DELIVERY OF BUSINESS OUTCOMES 

Strategic objectives 2017-18 Major planned achievements Progress to date 

Be financially self-sustaining 

Forestry is a safe place to work 

 

1. Working arrangements with Parks and Wildlife 
finalised 

2. New contracts for sandalwood effectively 
implemented 

3. New IT system delivered 

4. New KPIs in place 

5. Implement recommendations from Treasury 
assessment of plantations for sale. 

6. Exit of uneconomic sharefarms 

7. Implement a safety management framework to 
meet recognised Australian or International 
Standards. 

8. Ensure safety and health strategies are 
continually improved to develop the FPC's 
safety culture and awareness through 
consultation, communication and training. 

9. Implement Strategic Review Action Plan from 
external review 

10. Design and implement FPC alcohol and other 
drugs strategy 

11. High risk activities are appropriately identified 
and managed 

12. Ensure continued compliance with Chain of 
Responsibility legislation 

1. The Working Arrangements have been finalised. 

2. The new contracts for sandalwood have been 
implemented, the sandalwood oil processing 
facility opened in Kalgoorlie in December 2017. 

3. There have been significant upgrades to the ICT 
system. A new deliveries and billing system will be 
in place by 30 June 2018.  

4. New Key Performance Indicators have been 
drafted for consultation with key stakeholders. 

5. There has been extensive work across 
Government to address these recommendations 
for the ongoing State Agreements. 

6. The sharefarm exit strategy is currently being 
addressed. The priority target sharefarm group is 
the eucalyptus sharefarms. 

7. Implemented a comprehensive process to manage 
the risk of drugs and alcohol in the workplace that 
includes random drug and alcohol testing. 

8. A review of the FPC’s Occupational Safety and 
Health Committee to align with the recent 
functional review and a focus on operations has 
been completed. 

9. Staff provided investigation training to ensure 
improved preventative strategies to minimise 
reoccurrence of incidents. 

10. Developed and implemented an online training 
program to reduce the risk of log truck rollover 
incidents for the FPC staff and contractors. 
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ENSURE EFFECTIVE, EFFICIENT AND SAFE DELIVERY OF BUSINESS OUTCOMES 

Strategic objectives 2017-18 Major planned achievements Progress to date 

11. Developed strategies to improve contractor log 
truck mass management, surveillance and 
compliance. 

12. Introduced quarterly meetings with contractors to 
discuss and resolve safety issues.  

13. Introducing an online training and accreditation 
system to ensure adequate training for high safety 
and environmental risk activities 

14. Developed an online incident reporting tool to 
streamline incident reporting and management 
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6. Financial Performance  

 

 
 

 
 

 
 
 

Actual MYR Variance Last Year MYR SCI

240                     269                          -10.9% 259                      721 864

421                     475                          -11.2% 461                      949 840

0.8                      0.8                           -3.1% 1.1                       2.1 2.1

2,831                 3,280                       -13.7% 4,212                  8,200                       8,200                  

3,437                 3,080                       11.6% 2,161                  3,541                       3,419                  

2.0                      2.0                           0.0% 2.2                       17                             22                        

0.78 0.79 -1.6% 0.75 0.79                         0.76                     

Sandalwood seedlings (tonnes of seed)

Other

Foreign Exchange Rate ($A/$US)

Timber Demand
Year to Date December 2017 Full Year 2017/18

Native Forest ('000 tonnes)

Plantation ('000 m3)

Sandalwood ('000 tonnes)

Forest Activity

Native forest harvested area (ha)

Plantation establishment (ha)

Actual MYR Variance Last Year MYR SCI

54.0                   57.2                         ( 3.2) 57.9                     130.7                       137.6                  

51.6                   55.7                         ( 4.1) 51.5                     128.3                       134.7                  

2.4                      1.5                           0.9                        7.3                       2.4                            2.9                       

1.7                      1.0                           0.7                        5.1                       ( 8.0) ( 3.5)

29.4                   23.7                         5.7                        42.5                     22.1                         23.5                     

( 4.2) ( 5.2) 1.1                        2.7                       ( 7.2) ( 7.8)

( 0.0) 0.4                           ( 0.4) -                     0.9                            0.9                       
1 Profit before change in biological asset valuation, onerous contracts and tax
Asset Investment Program

Plantation establishment

Financial outcomes ($ Million)

Operating revenues

Operating expenses

Operating profit 1

Net profit/ loss after tax

Closing cash balance

Year to Date December 2017 Full Year 2017/18

Actual MYR Variance Last Year MYR SCI

0.6% 0.4% 0.2% 1.8% 0.6% 0.7%

0.7% 0.4% 0.2% 2.0% 0.7% 0.8%

4.7% 2.7% 2.0% 12.8% 1.9% 2.2%
1 Total assets includes biological assets which is subject to fair value valuation measurement movements

Operating profit to timber revenues

Performance indicators (%)
Year to Date December 2017 Full Year 2017/18

Return on assets (Operating profit/ total assets1)

Return on equity (Operating profit/ total equity)


