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Performance

our vision

our purpose

our role

our values

To be a leader in a sustainable Victorian timber industry.

To build a responsible business that generates the best community 
value from the commercial management of Victoria’s State forests.

VicForests was established as an outcome of the Victorian 
Government’s Our Forests Our Future policy. VicForests is 
responsible for the sustainable harvest and sale of native forest 
timbers from the public forest estate in eastern Victoria. As a 
State owned business corporation, VicForests is an autonomous 
commercial entity administered by an independent Board of 
Directors and responsible to the Victorian Government through the 
Treasurer, as shareholder and responsible Minister, and the Minister 
for Agriculture, who has responsibility for commercial forest policy.

Accountable – VicForests is accountable to the Victorian 
Government. Its actions and those of its employees must be 
consistent with relevant Government policy and priorities.
Committed – VicForests is committed to the fulfi lment of its 
purpose and the achievement of its vision for the Victorian timber 
industry.
Safe – VicForests and its staff will manage safe workplaces for 
all staff and contractors, and are committed to continuous 
improvement in safety systems and outcomes, in accordance with 
its Occupational Health and Safety Policy.
Customer focussed – VicForests will be responsive to its customers’ 
requirements and seek customer satisfaction, in accordance with 
its commercial nature.
Ethical – VicForests will operate in an ethical and environmentally 
responsible manner in all its undertakings to ensure the integrity 
and sustainability of the native forest timber industry in Victoria.
Innovative – VicForests seeks to be innovative and adaptable in its 
organisational, business and forestry management operations.
Open – VicForests will manage the commercial harvesting and sale 
of timber in a framework of openness and transparency.
Professional – VicForests and its staff will operate in a professional 
manner in all undertakings to ensure the best possible outcomes 
for the organisation, its customers, the Victorian timber industry 
and its stakeholders.
Sustainable – VicForests will pursue the highest standards for 
forest management practices through the continued development 
of its Sustainable Forest Management System and by ensuring 
its triple bottom line performance against the requirements of 
Victoria’s Sustainability Charter for State forests.
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Performance

Chairman’s Report

The fi nancial year 2007/08 has seen VicForests 
confront and resolve some  complex issues and has 
delivered some notable achievements.

The organisation faced the diffi cult challenge 
of minimising the losses to the Government 
and to the industry of the Great Divide fi res of 
2006/07. A program of salvage was commenced 
immediately and VicForests has since harvested 
a volume of 767,781m³ of both sawlog and 
pulplog. The salvage program was supported by 
the Government’s Bushfi re Recovery Taskforce 
providing funding to VicForests to compensate for 
the negative commercial effects of this work. 

The reorganisation of the staffi ng structure, carefully 
framed in the course of 2006/07 and early 2007/08, 
was implemented on 1 January 2008. VicForests 
has consolidated staff numbers in fewer offi ces 
that it shares with the Department of Sustainability 
and Environment; one region has been abolished 
and absorbed into another and staff have had 
their responsibilities redefi ned to refl ect better 
the commercial focus of VicForests and to direct 
the work of the organisation as a whole towards 
planning and value-adding activities. The Board 
believes that this leaner and more agile structure 
will be better placed to meet the challenges of the 
industry as they are today and as they may evolve in 
the next decade.

VicForests also completed an important phase in 
the task of constructing the basic framework of 
the business by proceeding with putting to tender 
its harvest and haul work, worth more than $300 
million over the next fi ve years.  Following the 

transition to the auction system and the move to 
Mill Door Sales, this was an important next step 
in transitioning to more commercial, and more 
transparent and cost-effective procurement of 
these services. 

I would like to thank my fellow Board members 
– Judy Ward, Catherine Scott, Jim Houghton and 
Bob Smith – for their energetic contribution. Yet 
again, we have had the benefi t of a truly capable 
and focussed Board which has contributed 
immensely to the success of the organisation over 
the course of the year. I would like to acknowledge 
formally the contribution of retiring Board member 
Judy Ward (2004-2008) for her enthusiasm and 
commitment to the activities of the Board. I wish 
her well in all her future endeavours.

Finally, I would like to thank the staff of VicForests 
for their dedication and energy in what has been, 
given the demands of the salvage program, the 
reorganisation and the complex tender exercise, 
another challenging year.  The Board is grateful 
for their continuing efforts and their high level of 
dedication.

Paul Barker
Chairman
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Risk attestation statement

I, Paul Barker, certify that VicForests has risk management processes in place consistent with the 
Australian/New Zealand Risk Management Standard (or designated equivalent) and an internal 
control system is in place that enables the executive to understand, manage and satisfactorily 
control risk exposures. The Audit and Risk Management Committee verifi es this assurance and 
that the risk profi le of VicForests has been critically reviewed within the last 12 months.
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Performance

Chief Executive Offi cer’s Report
The year has been successful and critical in laying 
the foundations for the next decade’s operations. 

In particular I am pleased to report that VicForests 
recorded a net profi t after tax of $0.531 million 
for the 2007/08 year. Given the circumstances of 
attending to the substantial and critical salvage 
work, implementing a new business model, 
preparing for a new auction and a complex tender 
of the future harvest and haulage work, this result 
is satisfactory, especially as we had budgeted for a 
break-even result.

Business Reorganisation: The business reorganisation 
– involving a series of changes to staff job 
responsibilities together with a number of changes in 
offi ce locations and size – was formally implemented 
on 1 January 2008. Although this was quite disruptive 
for a number of staff, we have been fortunate in 
being able to recruit quickly and very successfully to 
those positions which were left vacant in the process. 
The reorganisation makes more effective the move to 
Mill Door Sales (1 July 2006) and the letting to tender 
of all the organisation’s harvest and haulage work.

Harvest and Haul Tender: The organisation’s harvest 
and haul work, worth more than $300 million over 
the next fi ve years, was put out to competitive 
tender in the course of the year. The process, 
involving well over 100 separate businesses, was 
long, complex and, I believe, quite diffi cult for a 
number of smaller contracting businesses. In the 
end it will be benefi cial for both VicForests and the 
contracting businesses. The new arrangements will 
start in the second quarter of 2008/09.

Supply: Our spring auction was postponed at the 
request of a large part of the industry because of the 
uncertainty about information available to customers 
around future (post-auction) supply of wood. In 
the course of the year, however, we came to an 
agreement with the Department of Sustainability and 
Environment about the future level of sustainable 

supply.  This commitment has been suffi ciently robust 
for us to re-start the auction process and, apart from 
a larger auction at the beginning of 2008/09 (1.1 
million m³), we would now normally be expecting 
to place in the market a sawlog volume of some 
500,000m³ each year. We have been encouraged by 
our positive work with the Department on this issue.

The Future: The Report of the Department of 
Primary Industries, which will shortly form the 
basis of a projected Timber Industry Strategy, has 
the promise of re-orienting the policy parameters 
affecting the industry in a manner better calculated 
to grow and develop the timber industry in 
Victoria. Longer tenure to encourage more assured 
investment, better policy certainty and continuing 
assurance around supply would assist the Victorian 
industry in preparing itself for the future.

VicForests is investing resources in identifying better 
and more commercial uses for existing product 
and also in undervalued product, which is currently 
diffi cult to market. We expect to have a range of 
prospective value adding uses available to be put 
before investors in the course of 2008/09.

I would like to thank staff again for another year 
of dedicated and productive work. A number of 
factors, including the re-organisation, have made 
this a diffi cult year for staff. Nevertheless, they 
have continued to commit themselves to their 
jobs and to ensure that there has been no loss of 
professionalism and focus.

I would also like to thank the Board for its continuing 
support and commitment to management.

David Pollard
Chief Executive Offi cer
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VicForests’ Structure

Paul Barker 
BBus. FCA, ACIS 
Chairman

Chairman, Transport Accident Commission »

Deputy Chairman, Victorian WorkCover Authority »

Chairman, Stadium Operations Ltd »

Chairman, Mirvac Funds Management (Group) Ltd »

Jim Houghton
BEc Grad Dip Bus Admin

Director, Hire Thinking Pty Ltd »

Fiona McNabb
B.Sc, CFTP, GAICD

Director, O’Brien Software Services Pty Ltd »

Visiting Fellow, Macquarie University Applied Finance Centre »

Director, Australian Poetry Centre »

Member of Board of Governance, North Richmond Community Health Centre »

Regional Director, Professional Risk Managers’ International Association »

Catherine Scott
BSc (Hons), BComm, FAICD

Deputy Chair, Goulburn Valley Water Corporation »

Director and Chair Finance Audit and Risk Committee, V/Line Passenger Pty Ltd »

Director, V/Line Passenger Corporation »

Director Goulburn Murray Rural Water Corporation »

Bob Smith
BSc (Hons 1), MSc, MBA, PhD

Director, First Super Pty Ltd »

Director, Forest Products Commission of West Australia »

Director, Leaf Carbon Pty Ltd »

Judy Ward
BCom, FCA, MAICD, FTIA 

Director of Housing Choices Australia »

Director Disability Housing Ltd and related companies »

Director and Chair Risk and Audit Committee, DOXA Youth Foundation »

And during part of the year, a director of the following:
Member of Council and Chair Audit and Risk Committee, Deakin University  »

Chair, Falls Creek Alpine Resort »

Director, Alpine Resorts Coordinating Council »

Member of Council and Chair Audit and Risk Committee, Australian Community Support Organisation »

VicForests’ Board of Directors
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VicForests’ Executives

Meeting Performance

David Pollard
BEcon (Hons), MA (Econ), PhD
Chief Executive Offi cer

Matthew Crapp
BSc (For), Grad Dip Bus
Director, Sales and Planning

Sales Auctions• 
Forest Contracting• 
Tactical Planning• 

Pat Groenhout
BSc (For) Hons, Grad Dip Res Ec, MIFA
Director, Strategy

Strategy Development• 
Long-term Resource Supply• 
Business Development• 
Certifi cation• 

Gerhard Hinz
Chief Financial Offi cer

Finance and Business • 
Administration
Procurement• 
Information Technology• 

Cameron MacDonald
BSc (For) Hons, Grad Dip Acctg, MBA, CPA, MIFA
Director, Operations and Delivery

Operational Planning• 
Roading• 
Harvesting• 
Silviculture• 
Customer Management• 

Stephen Gatley
BCom, CA (ICANZ)
Chief Accountant

Accounting and Treasury• 

Name of Meeting Chair Frequency Meetings held 2007/08

Board Paul Barker 11

Audit and Risk Management Committee Catherine Scott Quarterly 5

Executive Remuneration Committee Paul Barker Half-yearly 1

Committees
Audit and Risk Management Committee

The primary objective of the Audit and Risk 
Management Committee is to assist the Board 
to fulfi l its corporate governance and oversight 
responsibilities relating to fi nancial accounting 
practices, risk management, internal control 
systems, external fi nancial reporting and the internal 
and external audit function.

Specifi cally, the Audit and Risk Management 
Committee’s role is to report to the Board and 
provide appropriate advice and recommendations 
on matters relevant to these areas in order to 
facilitate decision-making by the Board.  The 
Committee comprises:

Catherine Scott (Chair)• 

Bob Smith• 

Judy Ward (to 23 June 2008)• 

Fiona McNabb (from 22 July 2008)• 

Executive Remuneration Committee

The Executive Remuneration Committee determines 
executive remuneration policy in accordance with 
Government policy. The Committee comprises:

Paul Barker (Chair)• 

Jim Houghton• 

Judy Ward (to 23 June 2008)• 
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Income Statement for the reporting period ended 30 June 2008

Note(s)
2008

$’000
2007

$’000

Revenue

Sale of goods

Revenue from sale of forest products 1(b), 3(a) 125,767 99,117

Other revenue

Other revenue 1(b), 3(a) 6,438 3,567

Interest 1(b), 3(a) 607 677

Total revenue 132,812 103,361

Expenses

Production expenses 1(c), 3(b)(i) 96,780 69,952

Employee expenses 3(b)(ii) 13,718 14,387

Roading and regeneration expenses 3(b)(iii) 10,505 7,558

Other expenses 3(b)(iv) 10,028 6,635

Depreciation 1(e), 10(b) 658 565

Amortisation 1(e), 1(g), 3(b)(v) 286 4,163

Decrement in net market 
value of growing timber

1(g), 8(c) 0 111

Borrowing expenses – loans 1(h) 63 0

Borrowing expenses – fi nance leases 1(h) 4 13

Total expenses 132,042 103,384

Net result before income tax 770 (23)

Income tax expense/ (credit) 1(i), 4 232 (6)

Net result for the period 538 (17)

The above Income Statement should be read in conjunction with the accompanying notes.
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Balance Sheet as at 30 June 2008

Note(s)
2008

$’000
2007

$’000

ASSETS

Current assets

Cash and cash equivalents 1(j), 5, 19 343 7,524

Trade and other receivables 1(k), 6, 19 29,019 17,484

Inventories 1(m), 7 11,676 6,372

Biological timber assets 1(g), 8 3,550 0

Prepayments 175 112

Current tax asset 9 0 606

Total current assets 44,763 32,098

Non-current assets

Property, plant and equipment 1(d), 10 5,159 4,436

Intangible assets 1(n), 11 486 209

Biological timber assets 1(g), 8 3,451 0

Deferred tax assets 1(i), 9 (d) 1,569 1,297

Total non-current assets 10,665 5,942

TOTAL ASSETS 55,428 38,040

LIABILITIES

Current liabilities

Payables 1(o), 12, 19 14,608 12,732

Interest bearing liabilities 1(f), 13, 19 5,648 71

Employee benefi ts 1(p), 14 2,546 2,920

Provisions 1(s), 15 2,628 977

Current tax liability 9(a) 589 0

Total current liabilities 26,019 16,700

Non-current liabilities

Interest bearing liabilities 1(f), 13, 19 88 0

Employee benefi ts 1(p), 14 292 212

Provisions 1(s), 15 164 0

Total non-current liabilities 544 212

TOTAL LIABILITIES 26,563 16,912

NET ASSETS 28,865 21,128

EQUITY

Contributed capital 1(t), 16 21,346 14,345

Reserves 1(u), 17 198 0

Retained earnings 18 7,321 6,783

Total equity 28,865 21,128

The above Balance Sheet should be read in conjunction with the accompanying notes. 
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Cash Flow Statement for the reporting period ended 30 June 2008

Note(s)
2008

$’000
2007

$’000
Cash fl ows from Operating Activities
Receipts

Receipts from customers 132,879 103,278

Interest received on cash and cash equivalents 500 643

GST received from ATO 1,346 73

Income Tax refund from ATO 606 0

135,331 103,994
Payments

Payments to suppliers and employees (145,974) (106,541)

Interest and other costs of fi nance paid (40) (13)

Income taxes paid 0 (1,103)

GST paid to the ATO (623) (2,557)

(146,637) (110,214)
Net cash (outfl ow)/ infl ow from 
operating activities

25 (11,306) (6,220)

Cash fl ows from Investing Activities

Payments for property, plant, and equipment (1,454) (1,473)

Proceeds from sale of property, plant and 
equipment

63 16

Net cash outfl ow from investing activities (1,391) (1,457)

Cash fl ows from Financing Activities

Proceeds from borrowings 5,600 0

Repayment of fi nance lease liabilities (84) (25)

Dividends paid 0 (2,062)

Net cash outfl ow from fi nancing activities 5,516 (2,087)

Net Increase/ (decrease) in cash held (7,181) (9,764)

Cash and cash equivalents at the beginning of 
the fi nancial year

7,524 17,288

Cash and cash equivalents at the 
end of the fi nancial year

5 343 7,524

The above Cash Flow Statement should be read in conjunction with the accompanying notes.

Statement of Changes in Equity for the reporting period ended 30 June 2008

Note(s)
2008

$’000
2007

$’000

Opening balance 1 July 21,128 23,218

Prior year adjustments 0 (11)

Net result 538 (17)

Biological timber asset allocation 16 7,001 0

Reserves 198 0

Dividends Paid 18 0 (2,062)

Closing balance 30 June 28,865 21,128

The above Statement of Changes in Equity should be read in conjunction with the accompanying notes.
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Notes to the Financial Report for the year ended 
30 June 2008

Note 1  Signifi cant Accounting Policies

(a) Basis of Accounting

General

VicForests is a State Owned Enterprise established on 28 October 2003 by the Governor 
in Council acting under Section 14 of the State Owned Enterprises Act 1992.  VicForests 
commenced operations on 1 August 2004. 

The fi nancial report of VicForests is a general-purpose fi nancial report that consists of an Income 
Statement, Balance Sheet, Statement of Changes in Equity, Cash Flow Statement and notes 
accompanying these statements.

This general purpose fi nancial report complies with Australian Accounting Standards (AAS) and 
other authoritative pronouncements of the Australian Accounting Standards Board.  This report 
also complies with relevant Financial Reporting Directions (FRDs) issued by the Department 
of Treasury and Finance and the Financial Management Act 1994 and applicable Ministerial 
Directions.

This fi nancial report has been prepared on an accrual and going concern basis.

Accounting policies

Unless otherwise stated, all accounting policies applied are consistent with those of the prior 
year.  Where appropriate, comparative amounts have been amended to accord with current 
presentation and disclosure made of material changes to comparatives.

Classifi cation between current and non-current

In the determination of whether an asset or liability is current or non-current, consideration is 
given to the time when each asset or liability is expected to be realised or paid.  The asset or 
liability is classifi ed as current if it is expected to be turned over within the next 12 months, being 
VicForests’ operational cycle–See Note 1(p) for a variation in relation to employee benefi ts.

Rounding 

Unless otherwise stated, amounts in the report have been rounded to the nearest thousand 
dollars.

Historical cost convention

These fi nancial statements have been prepared under the historical cost convention, except where 
specifi cally stated in Notes 1(d), (g) and (p).

Critical accounting estimates

The preparation of fi nancial statements in conformity with Australian Accounting Standards (AAS) 
requires the use of certain critical accounting estimates.  It also requires management to exercise 
its judgement in the process of applying the entity’s accounting policies.

Judgements made by management in the application of AAS that have signifi cant effects on the 
fi nancial statements and estimates with a risk of material adjustment in the next year are disclosed 
throughout the notes in the fi nancial statements.  
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Commentary on compliance with IFRS

Australian Accounting Standards include Australian equivalents to International Financial 
Reporting Standards (IFRS).  Compliance with AAS ensures that the fi nancial statements and notes 
of VicForests comply with IFRS. 

(b) Revenue Recognition

Revenue is measured at the fair value of consideration received or receivable. VicForests is 
recognising revenue for its major business activities as follows:

Sales of forest products

Revenue is generated from timber sales (sawlogs and pulpwood logs) and licence fees.  Revenue 
is recognised when the signifi cant risks and rewards of ownership have passed to the owner and 
the costs incurred or to be incurred in respect of the transaction can be measured reliably.  The 
point at which revenue is billable for the products sold is when the timber is delivered to the mill 
door.  Deliveries are billed progressively throughout the year by way of a monthly invoice at which 
time the sales revenue is recognised.  

Licence fees remain payable by some customers. With minor exceptions, they are levied on the 
volume stipulated on licences and are payable regardless of whether that volume is actually 
taken by licensees.  Licence fees are billed progressively throughout the year by way of a monthly 
invoice at which time the licence fee revenue is recognised.   

Rendering of services

VicForests provides services to government agencies, primarily the Department of Sustainability 
and Environment.  Services are charged on a cost recovery basis and brought to account as work 
is completed.

Interest and rents

Interest and rentals are recognised as revenue when earned or the service provided.

Bushfi re Recovery Taskforce Grant

During December 2006 and January 2007, fi res burnt approximately 673,000 hectares of State 
forest in eastern Victoria.  In January 2007, VicForests commenced a post-fi re timber salvage 
harvesting program targeted at the high value fi re-affected ash stands.  The key drivers of the 
program was to maximise the recovery of products from fi re-affected areas before the quality 
deteriorated to a point where the timber was no longer commercially saleable.  Volumes from 
these fi re-affected stands contributed a signifi cant proportion of VicForests’ total production over 
the last 18 months.  

The Government through the Ministerial Taskforce on Bushfi re Recovery requested that VicForests 
undertake an expanded salvage program to minimise the substantial long-term economic losses 
to the state as a consequence of the fi res, and to facilitate forest and industry recovery.  

Consequently on 13 July 2007 the Victorian Government endorsed a grant of up to $10 million 
to compensate VicForests for the fi nancial implications of the Salvage Program on VicForests’ 
ongoing business. VicForests has received $868,193 for work undertaken prior to 30 June 2007 
followed by $5,680,385 for 2007/08. 

(c) Mill Door Sales and Harvest and Haulage

In July 2006 VicForests moved to the Mill Door Sales model. The harvesting and haulage 
sector was previously contracted to, and controlled by, timber buyers organised into harvesting 
syndicates. As a result of this change, VicForests is now responsible for all associated harvesting 
and haulage expenditure which is recouped in increased selling prices. This new model provides 
for greater effi ciencies and for future competitive tendering.

Signifi cant Accounting Policies (cont.)
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(d) Recognition and Measurement of Assets

Property, plant and equipment represents non-current assets comprising buildings, roads and 
bridges, plant, equipment and motor vehicles, used by VicForests in its operations.  Items with 
a cost or value in excess of $1,000 are recognised as an asset and depreciated over their useful 
lives.  All other assets acquired are expensed directly to the Income Statement.

Initial Recognition / Acquisition 

Upon the establishment of VicForests, designated assets were transferred from the Department 
of Sustainability and Environment at their written-down value which was deemed to be fair value.  
Assets purchased or constructed since establishment are recognised at cost.  

The cost of the asset is determined by aggregating the purchase or subcontract price and directly 
attributable costs.  VicForests examined all assets and specifi cally roads and determined that any 
make good costs were not material and therefore were not recorded in the asset cost base.

Repairs and maintenance

Routine maintenance, repair costs and minor renewal costs are expensed as incurred.  Where 
the repair relates to the replacement of a component of an asset and the cost exceeds the 
capitalisation threshold, the cost is capitalised and depreciated.

Valuation of buildings

Buildings are measured at the amounts for which assets could be exchanged between 
knowledgeable, willing parties, in an arm’s length transaction. 

Revaluations of non-current assets 

In accordance with Financial Reporting Direction (FRD) 103C Non-Current Physical Assets, road 
networks (including earthworks of a public road but excluding land under public roads) and 
buildings are to be measured using the revaluation model (being its fair value at the date of the 
revaluation less any subsequent accumulated depreciation and accumulated impairment losses).  
The road network and the buildings are to be revalued every 5 years in line with the requirements 
of FRD 103C. 

Revaluation increments are credited directly to the asset revaluation reserve.  A revaluation 
decrement is recognised as an expense in the net result, except that, to the extent that a credit 
balance exists in the asset revaluation reserve in respect of the same asset, it is debited directly 
to the asset revaluation reserve.  All other decrements are charged to the Income Statement.  
Increments and decrements in and out of the reserve are net of tax.

Impairment

All assets are assessed annually for indicators of impairment, except for:

Financial instrument assets• 

Inventories• 

Biological timber assets• 

Deferred tax assets.• 

If there is an indication of impairment, the assets concerned are tested as to whether their 
carrying value exceeds their recoverable amount.  Where an asset’s carrying amount exceeds its 
recoverable amount, the difference is written-off by a charge to the Income Statement except to 
the extent that the write-down can be debited to an asset revaluation reserve amount applicable 
to that specifi c asset.  

Signifi cant Accounting Policies (cont.)
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The recoverable amount for assets is measured at the higher of the present value of future cash 
fl ows expected to be obtained from the asset and fair value less costs to sell.  Recoverable amount 
for assets held primarily to generate net cash infl ows is measured at the higher of the present 
value of future cash fl ows expected to be obtained from the asset and fair value less costs to sell.

It is deemed that, in the event of the loss of an asset, the future economic benefi ts arising from 
the use of the asset will be replaced unless a specifi c decision to the contrary has been made.

A reversal of an impairment loss on a revalued asset is credited directly to equity under the 
heading revaluation reserve.  However, to the extent that an impairment loss on the same class of 
asset was previously recognised in the Income Statement, a reversal of that impairment loss is also 
recognised in the Income Statement.

(e) Depreciation and Amortisation of Non-Current Assets 

Where assets have separate identifi able components that have distinct useful lives and/ or residual 
values, a separate depreciation rate is determined for each component.  

Depreciation is calculated using the straight-line method to allocate their cost or revalued 
amounts, net of their residual values, over their estimated useful lives, commencing from the 
time the asset is held ready for use.  The assets residual values and useful lives are reviewed, and 
adjusted if appropriate, at each Balance Sheet date.

Depreciation periods used are listed below and are consistent with the prior year, unless otherwise 
stated:

Buildings

Roads and bridges
Short-term• 
Long-term• 

Other assets

Computers and communication equipment• 

Fixtures and fi ttings, offi ce equipment• 

Plant and equipment• 

Motor Vehicles

30-40 years

5 years

10 years

3 years

10 years 

4 years

5 years

Amortisation is allocated to intangible assets with fi nite useful lives on a systematic basis over the 
asset’s useful life.  Amortisation begins when the asset is available for use, that is, when it is in 
the location and condition necessary for it to be capable of operating in the manner intended by 
management.  The amortisation period and the amortisation method for an intangible asset with 
a fi nite useful life is reviewed at least at the end of each annual reporting period.  In addition, 
an assessment is made at each reporting date to determine whether there are indicators that 
the intangible asset concerned is impaired.  If so, the assets concerned are tested to determine 
whether their carrying value exceeds their recoverable amount.

A summary of the policies applied to VicForests intangible assets is as follows:

Intangible Asset Software

Useful life Finite

Method used 3 years prime cost

Internally generated/ acquired Acquired

Impairment test/ Recoverable amount testing Amortisation method and indicators of 
impairment reviewed annually

Signifi cant Accounting Policies (cont.)
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(f) Leased Assets  

Finance leases

Leases of property, plant and equipment where VicForests has substantially all the risks and 
rewards incidental to ownership are classifi ed as fi nance leases.  Finance leases are capitalised at 
the leases inception at the lower of the fair value of the leased property and the present value of 
the minimum lease payments.  The corresponding rental obligations, net of fi nance charges, are 
included in payables.  Each lease payment is allocated between the liability and fi nance charges 
so as to achieve a constant rate on the fi nance balance outstanding.  The interest element of the 
fi nance cost is charged to the Income Statement over the lease period so as to produce a constant 
periodic rate of interest on the remaining balance of the liability for each period.  Motor vehicles 
acquired under fi nance lease are depreciated over the shorter of the asset’s useful life and the 
lease term. 

Operating leases

Leases in which a signifi cant portion of the risks and rewards of ownership are retained by the 
lessor are classifi ed as operating leases.  Payments made under operating leases (net of any 
incentives received from the lessor) are charged to the Income Statement on a straight-line basis 
over the period of the lease, in the periods in which they are incurred, as this represents the 
pattern of benefi ts derived from the leased assets.

Leasehold improvements

Leasehold improvements are recognised at cost and are depreciated over the unexpired period of 
the lease or the estimated useful life of the improvement, whichever is the shorter.  At balance 
date, leasehold improvements are depreciated over a period of 3-6 years.

(g) Biological Timber Assets

In 2004 when VicForests commenced operations, the Minister for the Environment made an 
allocation order for 15 years, in three fi ve year tranches to VicForests, in accordance with Part 3 
of the Sustainable Forests (Timber) Act 2004.  The purpose of the allocation order is to transfer 
timber in state forests to VicForests for the purposes of harvesting and selling that timber and 
undertaking associated management activities in relation to it.  The order must be reviewed every 
fi ve years or at any time under certain circumstances.

In accordance with Part 5 of the Act, VicForests develops a series of Timber release plans (TRPs) 
for approval by the Secretary of the Department of Sustainability and Environment (DSE) in respect 
of the areas to which an allocation order applies.  TRPs are for periods not exceeding fi ve years.  
TRPs are prepared for each of the seven Forestry Management Areas in which VicForests operates.  

On 1 August 2004 a value was agreed between DSE and VicForests for the estimated quantity of 
the fi rst three years worth of standing timber.  Only the fi rst three year’s timber was valued, as the 
initial TRPs included only three years of reliable wood supply.  The value of this standing timber 
was amortised over the 35 month period to 30 June 2007.  

In November 2006, four new TRPs were gazetted.  Much of the area contained within those 
four TRPs, was affected by fi re in December 2006 and January 2007.  Areas of the three other 
existing TRPs were also affected.  The affects of the fi res required amendments to all seven TRPs 
in order to meet short-term supply commitments and to enable salvage operations in fi re-affected 
areas. Due to the fi re impact DSE and VicForests agreed to transfer the TRPs at zero value for the 
2007/08 harvesting period. The balance of the TRP’s as per 30 June 2008, evaluated at fair value 
(see below), will be amortised over their respective remaining terms.

As at 30 June 2008 the Biological Timber Assets, comprised of the estimated standing timber 
available for harvest, are stated at fair value, less estimated costs necessary to get the assets to 
the market.  Within the current regulatory environment, no active and liquid market for large 
areas of native forest exists; therefore the timber stands were valued using a discounted cash fl ow 
method based on expected cash fl ows adjusted for known variances to derive net present value.  
The calculation included:

Signifi cant Accounting Policies (cont.)
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Signifi cant Accounting Policies (cont.)

A contingency reduction in the volume of growing timber to take into account the uncertainty • 
in the estimates within the TRPs. This uncertainty refl ects the inherent variability in native 
forests in terms of both standing volume and sawlog quality. It also refl ects that under the 
provisions of the Sustainable Forests (Timber) Act 2004, VicForests is restricted in the annual 
volume that it can harvest.

A discount rate of 10% to refl ect the specifi c risk profi le of the organisation. This rate is based • 
on a commercial rate of return commensurate with similar organisations in the industry.

During 2008 the original valuation model has been reviewed in order to mirror the commercial 
arrangement between DSE and VicForests and to refl ect in particular VicForests’ obligations for 
silviculture after harvesting the allocated timber. In the past, VicForests have determined that 
the silviculture arises as costs of harvesting where a provision of silviculture arises as harvesting 
activities are performed. Under the revised model, all future silviculture costs for coupes harvested 
after 1 July 2008 are capitalised and  are returned to DSE in form of an allocation order when the 
replanted coupes are handed back to DSE in accordance with the Act.

(h) Borrowing Expenses

Borrowing expenses are recognised as expenses in the period in which they are incurred. 
Borrowing expenses include interest on a loan facility provided by the Treasury Corporation of 
Victoria and fi nance lease charges.

(i) Taxation

VicForests is subject to the National Tax Equivalent Regime (NTER), which is administered by the 
Australian Taxation Offi ce (ATO).

The income tax expense or revenue for the period is the tax payable on the current period’s 
taxable income, based on the national income tax rate of 30%. This is adjusted by changes in 
deferred tax assets and liabilities, attributable to temporary differences between the tax bases of 
assets and liabilities and their carrying amounts in the fi nancial statements, and to unused tax 
losses.

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates 
expected to apply when the assets are recovered or liabilities are settled, based on those tax rates 
which are enacted or substantially enacted. The relevant tax rates are applied to the cumulative 
amounts of deductible and taxable temporary differences to measure the deferred tax asset or 
liability.  No deferred tax asset or liability is recognised in relation to these temporary differences 
if they arose in a transaction that, at the time of the transaction, did not affect either accounting 
profi t or taxable profi t or loss. Deferred tax assets are recognised for deductible temporary 
differences and unused tax losses only if it is probable that future taxable amounts will be 
available to utilise those temporary differences and losses.  Current and deferred tax balances 
attributable to amounts recognised directly in equity are also recognised directly in equity.

(j) Cash and Cash Equivalents 

For the purposes of the Cash Flow Statement, cash and cash equivalents include cash on hand, 
deposits at call with fi nancial institutions, other short-term, highly liquid investments with original 
maturities of three months or less that are readily convertible to known amounts of cash and 
which are subject to an insignifi cant risk of changes in value. 
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Signifi cant Accounting Policies (cont.)

(k) Receivables

Trade receivables are recognised at fair value of the consideration received or receivable.  
Amounts disclosed as revenue are net of returns and taxes paid. Trade receivables are carried at 
amounts due.  Trading terms are 30 days from date of invoices rendered for both trade and other 
receivables.  Interest is levied on overdue accounts under the Penalty Interest Rate Act 1983.  

Collectibility of trade receivables is reviewed on an ongoing basis.  Debts, which are known to be 
uncollectible, are written off.  A provision for doubtful debts is established when there is objective 
evidence that VicForests will not be able to collect all amounts due according to the original terms 
of receivables.  The amount of the provision is recognised in the Income Statement.

At 30 June 2008, a provision for doubtful debts amounting to $94,625 was established due 
to objective evidence that VicForests will not be able to collect all amounts due according to 
the original terms of receivables. The amount of the provision is recognised in the operating 
statement.

(l) Goods and Services Tax

Revenues, expenses and assets are recognised net of Goods and Services Tax (GST), except where 
the amount of GST incurred is not recoverable from the ATO. In these circumstances the GST is 
recognised as part of the cost of acquisition of the asset or as part of an item of expense.

Receivables and payables are stated inclusive of GST. The net amount of GST recoverable from, or 
payable to, the ATO is included as a current asset or liability in the Balance Sheet.

Cash fl ows arising from operating activities are disclosed in the Cash Flow Statement on a 
gross basis – i.e. inclusive of GST. The GST component of cash fl ows arising from investing and 
fi nancing activities which is recoverable or payable to the ATO is classifi ed as operating cash fl ows.

(m) Inventories

All inventories are valued at the lower of cost or net realisable value. There are two main items of 
inventory as outlined below:

(i) Harvested logs

Log stocks in transit yards at 30 June 2008 represent timber harvested for sale. There are two 
components of the cost of logs in transit yards:

The net market value of the biological timber asset prior to it being harvested. This is the • 
deemed cost of the harvested logs

The costs of extraction. These are the operating costs for the relevant VicForests region, • 
incurred in the harvesting, haulage and management of the process in getting the logs to the 
transit yard.  

Where applicable, the net realisable value is based on the sales price for the particular destination 
for the product, less the remaining haulage expense.

(ii) Seed

VicForests uses seed to regenerate coupes subsequent to harvest and does not as a practice sell 
seed to third parties. Furthermore there is a limited market for Victorian native forest seed within 
Victoria. Therefore VicForests has adopted standard costing to value seed. The cost calculation is 
based on direct labour and materials used in the seed collection and extraction processes.  
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(n) Intangibles

Intangible assets represent identifi able non-monetary assets without physical substance.

Intangible assets are recognised at cost.  Costs incurred subsequent to initial acquisition are 
capitalised when it is expected that future economic benefi ts will fl ow to VicForests.

(o) Trade and Other Payables

These amounts represent liabilities for goods and services provided to VicForests prior to the end 
of the fi nancial year, which are unpaid at fi nancial year end.  The amounts are unsecured and are 
usually paid within 60 days of recognition.

(p) Employee Benefi ts 

Wages and salaries and annual leave 

Liabilities for wages and salaries and annual leave expected to be settled within 12 months of the 
reporting date are recognised in employee benefi ts liabilities in respect of employees’ services up 
to the reporting date and are measured at the amounts expected to be paid when the liabilities 
are settled, at their nominal values.  Employee benefi ts which are not expected to be settled 
within 12 months are measured as the present value of the estimated future cash outfl ows to be 
made by the entity, in respect of services rendered by the employees up to the reporting date.  
Regardless of the expected timing of settlements, provisions made in respect of employee benefi ts 
are classifi ed as a current liability, unless there is an unconditional right to defer the settlement of 
the liability for at least 12 months after the reporting date, in which case it would be classifi ed as 
a non-current liability.  

Long service leave 

The liability for long service leave is recognised in the provision for employee benefi ts and 
measured as 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 to expected future wage 
and salary levels, experience of employee departures and periods of service.  Expected future 
payments are discounted using market yields at the reporting date on national government bonds 
with terms to maturity and currency that match, as closely as possible, the estimated future cash 
outfl ows.  Provisions made for unconditional long service leave are classifi ed as a current liability, 
where the employee has a present entitlement to the benefi t.  The non-current liability represents 
long service leave entitlements accrued for employees with less than seven years of continuous 
service.  

Superannuation 

The amount charged to the Income Statement in respect of superannuation represents the 
contributions made by VicForests to the superannuation plans in respect to the current services of 
staff. Superannuation contributions are made to the plans based on the relevant rules of each plan.

Employee benefi t on-costs

Employee benefi t on-costs, including payroll tax and workers’ compensation are recognised and 
included in employee benefi t liabilities and costs when the employee benefi ts to which they relate 
are recognised as liabilities.

Performance payments 

Performance payments for VicForests executive offi cers are based on a percentage of the 
annual salary package provided under their contract(s) of employment.  A liability is recognised 
and is measured as the aggregate of the amounts accrued under the terms of the contracts to 
balance date.  

Signifi cant Accounting Policies (cont.)
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(q) Dividend Policy

VicForests is required to pay a dividend in accordance with a determination of the Treasurer of 
Victoria under the State Owned Enterprises Act 1992.  An obligation to pay a dividend only 
arises after consultation between the VicForests Board and the Treasurer of Victoria and a formal 
determination is made by the Treasurer.  In 2008 no dividend was paid (2007: $2,062,000).

(r) Interest Bearing Liabilities

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are 
subsequently measured at amortised cost. Any difference between the proceeds (net transaction 
costs) and the redemption amount is recognised in the operating statement over the period of the 
borrowings, using the effective interest method.

(s) Provisions

Regeneration of harvested coupes

Under the provisions of the Sustainable Forests (Timber) Act 2004, VicForests is obligated to 
regenerate harvested areas before divesting the coupes back to the Secretary of the Department 
of Sustainability and Environment.  A provision has been made for the present obligation for the 
costs of regenerating harvested areas for which regeneration works had not been completed 
at the reporting date due to seasonal factors.  The provision has been estimated based on the 
current area of land to be regenerated and the per hectare cost of regeneration based on the 
expected method to be employed. 

Restructure

During 2007/08 VicForests implemented a new business model in order to address a number of 
defi ciencies of the previous structure and to achieve greater operational and functional synergies 
and effi ciencies. Provisions have been created covering VicForests’ potential obligations for staff 
relocations.

(t) Contributions by Owners

Additions to net assets which have been designated as contributions by owners are recognised 
as contributed capital.  Other transfers that are in the nature of contributions or distributions 
have also been designated as contributions by owners.  Transfers of net assets arising from 
administrative restructurings are treated as distributions to or contributions by owners.  

(u) Reserves

VicForests’ building assets are valued at fair value with any changes to the values of the assets 
recognised in the property revaluation reserve. The reserves are adjusted by the deferred tax 
component.

(v) Comparative Amounts

Where necessary, fi gures for the previous year have been reclassifi ed to facilitate comparison.

Signifi cant Accounting Policies (cont.)
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Note 2  Financial Risk Management Objectives and Policies

VicForests’ activities expose it to a limited variety of fi nancial risks and its overall risk management 
program seeks to minimise potential adverse effects on the fi nancial performance of VicForests. 
Financial risk management is carried out by the Finance Department under policies including a 
Treasury Management Policy approved by the VicForests Board. 

(a) Market Risk

Market risk is the risk that the fair value of future cash fl ows of a fi nancial instrument will fl uctuate 
because of changes in market prices.  For VicForests, market risk comprises of two types of risk:

Interest rates (interest rate risk)• 
Foreign exchange (currency risk) • 

(i) Interest rate risk

VicForests currently requires short-term funding in order to bridge the gap between the payments 
to harvest and haulage contractors (14 days after month end) and the receipt of customer 
payments (30 days after invoice rendered date). This loan facility is being provided by the Treasury 
Corporation of Victoria (TCV) and the interest rate risk exposure is not material. Should long-term 
fi nance be required, Management will consider a fi xed rates facility. 

Finance leases have been entered into on fi xed rates in order to eliminate any interest rate risk.

(ii) Currency risk

VicForests has no material exposure to any Foreign exchange risk as all Timber Sales Agreements 
are executed in Victoria and in Australian Dollars. Purchases from foreign vendors are minor and 
in principle affected on an Australian Dollar basis only. Isolated foreign currency transactions are 
affected on spot rates.

Summarised sensitivity analysis

The following table summarises the sensitivity of VicForests’ fi nancial assets and fi nancial liabilities 
to interest rate risk and foreign exchange risk.  It illustrates the impact on the net result and 
the net assets (equity) of VicForests. A 0.5% increase (and decrease) has been used to show 
sensitivities for interest rates for both the year ending 30 June 2008 and also the comparative 
year ended 30 June 2007.

Carrying
Amount

Interest rate risk
-0.5% +0.5%

Result Equity Result Equity
30 June 2008 $’000 $’000 $’000 $’000 $’000
Cash on hand 
Cash at bank
Deposits at call

TCV loan
Lease liability short-term
Lease liability long-term

3
340

0

5,627
21
88

0
(2)
0

28
0
0

0
(2)
0

28
0
0

0
2
0

(28)
0
0

0
2
0

(28)
0
0

Total increase/(decrease) 26 26 (26) (26)

Carrying
Amount

Interest rate risk
-0.5% +0.5%

Result Equity Result Equity
30 June 2007 $’000 $’000 $’000 $’000 $’000
Cash on hand 
Cash at bank
Deposits at call

TCV loan
Lease liability short-term
Lease liability long-term

3
5,630
1,891

0
71

0

0
(28)

(9)

0
0
0

0
(28)

(9)

0
0
0

0
28

9

0
0
0

0
28

9

0
0
0

Total increase/(decrease) (37) (37) 37 37
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Financial Risk Management Objectives and Policies (cont.)

Whilst the above sensitivity analysis was based on the year-end balances, it needs to be 
acknowledged that the TCV loan facility is fl uctuating within a month and that the actual risk 
exposure would not exist for a whole month or year. The above analysis therefore is considered to 
be conservative and confi rms that the market risk exposure is minor.

(b) Credit Risk

VicForests’ maximum exposure to credit risk at balance date in relation to each class of recognised 
fi nancial asset is the carrying amount of those assets as indicated in the Balance Sheet. Authorised 
counterparties for Cash at bank and deposits must be Australian Banks or domestic Government 
Agencies. 

Credit risk arising from trade receivables is managed on an individual customer basis through 
a stringent credit assessment process before any auction. Further assessments with mercantile 
agencies are instigated when monthly reviews of the ageing analysis of receivables require 
additional intervention. Customers exceeding their capacity and credit limits are required to 
support these excesses with appropriate securities.

Other receivables consist of receivables from employees and accrued GST and are considered fully 
recoverable.

(c) Liquidity Risk

VicForests is not exposed to any substantial liquidity risks and is able to pay its debts as and when 
they fall due. Short-term liquidity requirements during each month, due to the gap between the 
payments of harvesting and haulage contractors and the payments receivable from customers, 
are covered by a loan facility in the amount of $6,100,000 (as from 1 July 2008: $12,500,000), 
approved by the Treasurer of Victoria and extended to VicForests by TCV. Monthly and rolling 
12-monthly cash forecasts ensure that liquidity requirements are met. 

The liquidity analysis below details VicForests’ remaining contractual maturities for its fi nancial 
liabilities. The analysis has been drawn up based on the undiscounted cash fl ows of fi nancial 
liabilities based on the earliest date on which VicForests can be required to pay. The analysis 
includes both interest and principal cash fl ows.

< 1 mth
1-3 

mths
3 mths 

– 1 year 1-2 yrs 2-5 yrs 5-10 yrs TOTAL
2008 $’000 $’000 $’000 $’000 $’000 $’000 $’000
Payables

TCV Loan

Lease Liabilities

424

0

2

0

0

3

0

5,627

16

0

0

23

0

0

65

0

0

0

424

5,627

109
426 3 5,643 23 65 0 6,160

< 1 mth
1-3 

mths
3 mths 

– 1 year 1-2 yrs 2-5 yrs 5-10 yrs TOTAL
2007 $’000 $’000 $’000 $’000 $’000 $’000 $’000
Payables

TCV Loan

Lease Liabilities

960

0

2

0

0

26

0

0

43

0

0

0

0

0

0

0

0

0

960

0

71
962 26 43 0 0 0 1,031

The amount drawn on the TCV loan facility at 30 June 2008 of $5,627,737 was fully repaid by 
the end of July 2008. The facility however is available until 30 June 2009 and can be extended 
if required.
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Note 3 Income Statement – Disclosures

(a) Revenue

2008
$’000

2007
$’000

Sales of forest products

Sawlogs 50,521 44,970

Pulpwood logs 74,771 51,617

Licence fees 475 499

Other 0 2,031

Total sales of forest products 125,767 99,117

Other revenue

Services provided to other Government Entities 641 2,557

Grant from Bushfi re Recovery Taskforce 5,680 868

Gain on disposal of assets 15 2

Other 102 140

Total other 6,438 3,567

Interest

Interest on cash and cash equivalents 500 607

Interest on overdue trade receivables 107 70

Total interest 607 677
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Income Statement – Disclosures (cont.)

(b) Expenses

2008
$’000

2007
$’000

(i) Production expenses
Harvesting expenses 47,216 34,166
Haulage expenses 48,415 34,265
Cost of making trees available * (494) 500
Other production expenses 947 1,021
Inventory value adjustment  696 0
Total production expenses 96,780 69,952
(ii) Employee expenses
Salaries and wages 9,711 10,553
Superannuation 852 849
Movements in employee benefi ts 1,235 1,182
Other employee expenses 1,920 1,803
Total employee expenses 13,718 14,387
(iii) Roading and regeneration expenses
Road access fee 2,491 1,600
Road maintenance 4,831 4,406
Regeneration expenses 3,183 1,552
Total roading and regeneration expenses 10,505 7,558
(iv) Other expenses
Bad and doubtful debts 95 (102)
Contractors 1,850 959
External audit – Auditor General 82 59
Facilities expenses 1,518 1,489
Internal audit 229 197
Loss on disposal of assets 6 0
Loss on impairment of assets 0 14
Motor vehicle expenses 1,753 1,483
Other expenses 1,931 1,286
Professional fees 2,564 1,250
Total other expenses 10,028 6,635
(v) Amortisation
Biological timber assets 0 4,051
Software 286 112
Total amortisation 286 4,163

*  Agreement for “Making trees available” with DSE was discontinued and provisions of 2007 
were released.
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The income tax expense for the fi nancial year differs from the amount calculated on the net 
result. The differences are reconciled as follows:

(a) Components of tax expense

Note(s)
2008

$’000
2007

$’000
Current tax payable 9(a) 589 0
Adjustments to current tax for prior periods 9(a) 0 13
Deferred tax relating to temporary differences (357) (19)
Income tax expense/ (credit) 232 (6)

Deferred income tax expense included in income tax expense comprises:

Note(s)
2008

$’000
2007

$’000
Decrease/ (Increase) in deferred tax assets 9(b) (378) 6
(Decrease)/ Increase in deferred tax liabilities 9(c) 106 (25)
(Increase) in deferred tax assets (Revaluation reserve) (85) 0

(357) (19)

(b) Reconciliation of income tax to prima facie tax payable

2008
$’000

2007
$’000

Net result before income tax expense 770 (23)
Tax at the Australian tax rate of 30% (2006: 30%) 231 (7)
Tax effect of amounts which are not deductible 
in calculating taxable income:
Expenditure not allowed for income tax purposes 1 1
Income tax expense/ (credit) as reported in the Income Statement 232 (6)

Note 5 Cash and Cash Equivalents

Note(s)
2008

$’000
2007

$’000
Cash on hand 3 3
Cash at bank 340 5,630
Deposits at call 0 1,891
Total cash and cash equivalent assets 19 343 7,524

(a) Reconciliation to cash at the end of year

The above fi gures are reconciled to cash at the end of the fi nancial year as shown in the Cash 
Flow Statement, as follows:

Note(s)
2008

$’000
2007

$’000
Balance as above 343 7,524
Balance as per Cash Flow Statement 343 7,524

Note 4 Income Tax
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Cash and Cash Equivalents (cont.)

(b) Cash at bank and on hand

Note(s)
2008

$’000
2007

$’000
Non-interest bearing 3 3
Interest bearing at 7.45% (2007: 6.13%) 340 5,630
Balance 343 5,633

(c) Deposits at call

Note(s)
2008

$’000
2007

$’000
The deposits are fl oating interest rates (2007:7.05%) 0 1,891

Note 6 Receivables

Note(s)
2008

$’000
2007

$’000
Current
Trade receivables 27,664 15,104
Allowance for doubtful debts     (95) 0
Net trade receivables 27,569 15,104
Other receivables 1,259 1,823
Goods and services tax recoverable 191 557
Total current receivables 19 29,019 17,484

(a) Provision for Impaired receivables

As at 30 June 2008, current receivables of VicForests with a nominal value of $111,110 (2007:nil) 
were impaired. The amount of the provision was $94,625 (2007: nil). The individually impaired 
receivables relate to customers, which are in unexpectedly diffi cult economic situations.  It was 
assessed that a portion of the receivables is expected to be recovered.

The ageing of these receivables is as follows:

2008
$’000

2007
$’000

3 to 6 months 42 0
Over 6 months 69 0
 111 0

As of 30 June 2008, trade receivables of $1,823,595 (2007: $678,407) were past due but not 
impaired.  These relate to a number of customers for whom there is no recent history of default. 
The ageing analysis of these receivables is as follows:

2008
$’000

2007
$’000

Past due < 3 months 1,606 581
3 to 6 months 115 90
Over 6 months 102 7
 1,823 678
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Movements in the provision for impaired receivables are as follows:

2008
$’000

2007
$’000

Opening Balance 1 July 0 151
Provision for impairment recognised during the year 95 0
Unused amount reversed / written back 0 (151)
 95 0

The creation and release of the provision for impaired receivables has been included in ‘other 
expenses’ in the operating statement.  Amounts charged to the provision account are generally 
written off when there is no expectation of recovering additional cash.

The other amounts within receivables do not contain impaired assets and are not past due.  Based 
on credit history, it is expected that these amounts will be received when due.

(b) Fair value and credit risk

Due to the short-term nature of the current receivables, their carrying value is assumed to 
approximate their fair value. The management of the credit risk is determined following the below 
ageing of the receivables:

TOTAL

Not past 
due & 

not 
impaired

Past due and not impaired

Impaired
< 1 

mth
1-3 

mths 

3 
mths 

– 1 yr
> 1 

year TOTAL
2008 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000
Trade Receivables

of which under          • 
payment plan

of which • 
secured by Bank 
Guarantee

Other Receivables

27,664

0

220

1,259

25,730

0

0

1,259

739

615

74

0

979

 
645

146

0

105

 
103

0

0

0

 
0

0

0

1,823

 
1,363

220

0

111

 
0

0

0

TOTAL

Not past 
due & 

not 
impaired

Past due and not impaired

Impaired
< 1 

mth
1-3 

mths 

3 
mths 

– 1 yr
> 1 

year TOTAL
2007 $’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000
Trade Receivables

of which under          • 
payment plan

of which • 
secured by Bank 
Guarantee

Other Receivables

15,104

0

133

1,823

14,426

0

0

1,823

387

0

20

0

194

0

32

0

97

0

81

0

0

 
0

0

0

678

0

133

0

0

 
0

0

0

The maximum exposure to credit risk at the reporting date is the higher of the carrying value and 
fair value of each class of receivables mentioned above.  VicForests does hold collateral as security.  
Refer to Note 2 for more information of the risk management policy for VicForests.

Receivables (cont.)
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Note 7 Inventories 

2008
$’000

2007
$’000

Current
Seed – at cost 3,141 845
Logs in transit yards – at the lower of cost or net realisable value 8,535 5,527
Total inventories 11,676 6,372

Note 8 Biological Timber Assets 

(a) Volume of standing timber

Note(s)
2008

$’000
2007

$’000
Estimated volume of standing timber available for 
harvest within 12 months (cubic metres) 1(g) 1,897 1,800

(b) Net market value of standing timber available for harvest 

Note(s)
2008

$’000
2007

$’000
Current – within 12 months 1(g) 3,550 0
Non-current 1(g) 3,451 0
Valuation 30 June 7,001 0

(c) Reconciliation of carrying amounts of standing timber 

Note(s)
2008

$’000
2007

$’000
Opening balance 1 July 0 4,204
Decrement due to harvesting – amortisation 0 (4,051)
Decrement due to harvesting – logs in transit yards 0 (42)
Decrement in net market value of growing timber 0 (111)
Increase due to additions of TRPs 7,001 0
Closing balance 30 June 1(g) 7,001 0

(d) Discount rates 

The following discount rate has been applied to the estimated cash fl ow of the estimated 
standing timber as per 30 June 2008 to derive a net present value:

2008 2007
Discount rate 10% 15%

The discount rate, which is real and pre-tax, is based on the recommendation of the Department 
of Treasury and Finance dated 5 May 2008 and refl ects VicForests’ average costs of funds and the 
current risk profi le of the organisation. The reduction in the rate compared with previous years 
also refl ects the reduction in the risk following changes in the business model of VicForests (Mill 
Door Pricing model) and the equalisation of the rates applied in the Department of Sustainability 
and Environment and VicForests. 
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(a) Current tax asset/ (liability)

Current tax asset/ (liability) is derived as follows:

Note(s)
2008

$’000
2007

$’000
Opening balance 1 July 606 (484)
Payments (received from )/ made to the ATO (606) 1,103
Current tax payable 4(a) (589) 0
Adjustment for prior period in current tax 4(a) 0 (13)
Closing balance 30 June (589) 606

The closing balance represents:

Income tax instalments (payable)/refundable (589) 606
Closing balance 30 June (589) 606

(b) Deferred tax assets

The balance comprises temporary differences attributable to:

Note(s)
2008

$’000
2007

$’000
Movement in amounts recognised 
in Income Statement
Accrued expenses 78 15
Doubtful debts 95 (151)
Finance lease payments 0 (72)
Legal fees (20) 20
Low value pool assets 0 15
Provisions 1,394 (132)
Tax losses carried forward (287) 287
Balance 1,260 (18)
Multiply by 30% tax rate 378 (6)
Balance 378 (6)
Movements
Opening balance 1 July 1,370 1,387
Charged/(Credited) to the Income Statement 4(a) 378 (6)
Adjustment for prior period in retained earnings 18 0 (11)
Closing balance 30 June 1,748 1,370

Note 9 Tax Assets/ (Liabilities) 
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Tax Assets/ (Liabilities) (cont.)

(c) Deferred tax liabilities

The balance comprises temporary differences attributable to:

Note(s)
2008

$’000
2007

$’000
Amounts recognised in Income Statement
Depreciation 68 27
Revaluation of buildings 283 0
Decrement in net market value of growing timber 0 (111)
Balance 351 (84)
Multiply by 30% tax rate 106 (25)
Movements
Opening balance 1 July 73 98
Charged to the Income Statement 4(a) 106 (25)
Closing balance 30 June 179 73

(d)  Reconciliation to Balance Sheet

Deferred tax assets and liabilities are offset against each other for disclosure in the Balance Sheet.

Note(s)
2008

$’000
2007

$’000
Deferred tax assets 10(b) 1,748 1,370
Deferred tax liabilities 10(c) (179) (73)
Net deferred tax assets 1,569 1,297
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(a) Classes of property, plant and equipment

2008
$’000

2007
$’000

Buildings
Buildings at fair value 597 349
Less: accumulated depreciation (3) (35)
Written down value 594 314
Roads and bridges
At cost 3,665 3,271
Less: accumulated depreciation (790) (410)
Written down value 2,875 2,861
Plant and equipment
At cost 858 793
Less: accumulated depreciation (502) (354)
Written down value 356 439
Leasehold Improvements
At cost 339 114
Less: accumulated depreciation (45) (46)
Written down value 294 68
Vehicles 
At cost 147 148
Less: accumulated depreciation (26) (72)
Written down value 121 76
Under construction 919 678
Total Property, Plant and Equipment 5,159 4,436

Buildings comprise residences in remote areas rented to employees.  They were deemed fair 
value on transfer from the Secretary of the Department of Sustainability and Environment as at 1 
August 2004.  Following recent fl uctuations in property prices it was considered appropriate that 
the houses be re-valued as per 30 June 2008.  A qualifi ed valuer was appointed to determine the 
fair value of these assets. Based on his report dated 7 May 2008 accounting entries were affected 
for revaluation using the net approach as required by Direction FRD 103C and AASB116.  

Plant and equipment includes computers and communications equipment, furniture and offi ce 
equipment.

Leasehold Improvements include offi ce alterations and fi ttings.

Note 10 Property, Plant and Equipment 
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Property, Plant and Equipment (cont.) 

(b) Movements during the reporting period

2007 – 2008
Opening

WDV Additions Disposals Revaluation Transfers Impairment Depreciation
Closing

WDV

$’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000

Buildings at fair 
value

314 0 0 283 0 0 (3) 594

Roads and 
bridges at cost

2,861 396 0 0 0  0 (382) 2,875

Plant and 
equipment at 
cost

439 0 (9) 0 124 0 (198) 356

Leasehold 
Improvements

68 0 0 0 271 0 (45) 294

Vehicles at cost 76 122 (48) 0 0 0 (30) 120
Under 
construction 

678 1,180 0 0 (938) 0 0 920

Total 4,436 1,698 (57) 283 (543) 0 (658) 5,159

2006 – 2007
Opening

WDV Additions Disposals Revaluation Transfers Impairment Depreciation
Closing

WDV

$’000 $’000 $’000 $’000 $’000 $’000 $’000 $’000

Buildings at fair 
value

326 0 0 0 0 0 (12) 314

Roads and 
bridges at cost 906 30 0 0 2,241 (14) (302) 2,861

Plant and 
equipment at 
cost

358 278 (18) 0 0 0 (179) 439

Leasehold 
Improvements

71 35 0 0 0 0 (38) 68

Vehicles at cost 112 25 (27) 0 0 0 (34) 76
Under 
construction 1,769 1,150 0 0 (2,241) 0 0 678

Total 3,542 1,518 (45) 0 0 (14) (565) 4,436

Transfers in 2007/08 include Operational Software capitalised in this Financial Year (see Note 11)
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2008
$’000

2007
$’000

(a) Software
Software at cost 911 348
Less: accumulated amortisation (425) (139)
Written down value 486 209
(b) Movements during the reporting period
Opening WDV 1 July 209 307
Additions 563 14
Amortisation (286) (112)
Closing WDV 30 June 486 209

Note 12 Payables 

2008
$’000

2007
$’000

Current payables
Trade payables 424 960
Accrued expenses 14,179 11,767
Other payables 5 5
Total current payables 14,608 12,732

Note 13 Interest Bearing Liabilities 

(a) Loan facilities and Finance leases  

Following the approval by the Treasurer of Victoria VicForests has established during 2008 a 
loan facility with the Treasury Corporation of Victoria (TCV) to meet it operational cash fl ow 
requirements. VicForests also maintains three fi nance leases which are all for three year terms.  
There are 36 equal payments made monthly with a residual payment at the end of the term.

Note(s)
2008

$’000
2007

$’000
Current
Unsecured
TCV loan 5,627 0
Lease liabilities 21 71
Total current unsecured 
interest bearing liabilities 19 5,648 71
Non current
Unsecured
Lease liabilities 88 0
Total non current unsecured 
interest bearing liabilities 19 88 0

Total unsecured interest bearing liabilities 19 5,736 71

Note 11 Intangible Assets 
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Interest Bearing Liabilities (cont.) 

Credit standby arrangements

Note(s)
2008

$’000
2007

$’000
Total TCV Facility 6,100 0
Used at 30 June 5,627 0
Unused at 30 June 473 0

(b) Interest rate risk exposure

The interest rates risk exposure is addressed in Note 19.

Note 14 Employee Benefi ts 

2008
$’000

2007
$’000

Current
Annual leave (nominal value) 894 979
Long service leave 

Expected to be settled within 12 months (nominal value)• 1,374 1,522
Expected to be settled after 12 months (present value)• 278 419

2,546 2,920
Non-current
Long service leave 292 212

292 212
Total employee benefi ts 2,838 3,132

Employee numbers at end of fi nancial year is 143 full time equivalents. (30 June 2007: 140)

The following assumptions have been used to calculate the provision for long service leave as at 
30 June 2008. 

Wage infl ation rate: 4.75% • 
Discount rates for years 1 – 12 range from 6.91% to 6.45%.• 

Note 15 Provisions 

2008
$’000

2007
$’000

Current
Provision for regeneration of harvested coupes 2,237 922
Provision for employee entitlements 65 55
Provision for restructure 326 0
Total Current 2,628 977
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Movements in provisions during the fi nancial year, other than employee benefi ts are set out below:

2008
$’000

2007
$’000

Opening balance 1 July 977 1,278
Additional provisions recognised 2,628 228
Payments or other sacrifi ces of economic benefi ts (270) (70)
Reductions from remeasurement or settlement without cost (707) (459)
Closing balance 30 June 2,628 977

2008
$’000

2007
$’000

Non-Current
Provision for restructure 164 0
Total Current 164 0

2008
$’000

2007
$’000

Opening balance 1 July 0 0
Provision recognised during year 164 0
Closing balance 30 June 164 0

Note 16 Contributions by Owners 

2008
$’000

2007
$’000

Opening balance 1 July 14,345 14,345
Movements in the year 7,001 0
Closing balance 30 June 21,346 14,345

Note 17 Reserves 

Note(s)
2008

$’000
2007

$’000
Property revaluation reserve:
Opening balance 1 July 0 0
Movement in the year – revaluation 10 283 0
Movement in the year – deferred tax (85) 0
Closing balance 30 June 198 0

Note 18 Retained Earnings 

Note(s)
2008

$’000
2007

$’000
Opening balance 1 July 6,783 8,762
Prior year adjustments 0 (11)

6,783 8,751
Profi t/ (loss) after income tax expense 538 (17)
Transfer from reserves 0 111
Dividend paid during the fi nancial year 0 (2,062)
Closing balance 30 June 7,321 6,783

Provisions (cont.)
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Note 19 Financial Instruments 

(a) Interest rate risk exposures

The following table details exposure to interest rate risks at 30 June 2008:

Weighted 
average 
effective 

interest rate 
%

Fixed interest rate maturity

Variable 
interest 

rate

Less 
than 1 

year
1 to 5 
years                

Non 
interest 
bearing TOTAL

$’000 $’000 $’000 $’000 $’000
Financial assets
Cash 7.45% 340 0 0 3 343
Receivables  12.00% 27,664 0 0 1,355 29,019
Total 28,004 0 0 1,358 29,362
Financial liabilities
Payables - 0 0 0 14,608 14,608
Interest bearing 
liabilities (TCV loan)

7.415% 5,627 0 0 0 5,627

Finance lease 
liabilities

8.38% 0 21 88 0 109

Total 5,627 21 88 14,608 20,344

Financial Instruments

The following table details exposure to interest rate risks at 30 June 2007:

Weighted 
average 
effective 

interest rate 
%

Fixed interest rate maturity

Variable 
interest 

rate

Less 
than 1 

year
1 to 5 
years                

Non 
interest 
bearing TOTAL

$’000 $’000 $’000 $’000 $’000
Financial assets
Cash   6.13% 7,521 0 0 3 7,524
Receivables   12.00% 13,743 0 0 3,741 17,484
Total 21,264 0 0 3,744 25,008
Financial liabilities
Payables - 0 0 0 12,732 12,732
Finance lease 
liabilities

12.90% 0 71 0 0 71

Total 0 71 0 12,732 12,803

(b) Fair Value

There is no material difference between the carrying amounts and fair value of the fi nancial assets 
and fi nancial liabilities.
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(a) Capital commitments

As at reporting date, VicForests has capital commitments for the following, payable within one year: 

2008
$’000

2007
$’000

Property, plant and equipment 237 138
Intangibles 128 250
Total 365 388

(b) Lease commitments

Operating lease commitments
The value of operating leases entered into at 30 June but not 
recognised as liabilities are expected to be payable as follows:
Within 1 year 748 761
Later than 1 year but within 5 years 590 146
Total 1,338 907
Finance lease commitments
VicForests has motor vehicle fi nance leases. The commitments are 
as follows:
Within 1 year 21 74
Later than 1 year but within 5 years 88 0
Total minimum lease payments 109 74
Less: Future fi nance charges provided in the accounts 0 (3)
Total 109 71
Represented by
Current liability 21 71
Non-current liability 88 0

109 71

(c) Other operating commitments

2008
$’000

2007
$’000

As at 30 June, VicForests had the following other 
operating commitments expected to be paid as follows: 
Within 1 year 13,954 46,578
Later than 1 year but within 5 years 2,693 7,673
Later than 5 years - 336
Total 16,647 54,587

(d) Cost of road access fee

VicForests is party to an agreement with the Department of Sustainability and Environment to 
determine, manage and fund maintenance costs associated with timber haulage on the Forest 
Road Network. The timber haulage tolls are established on the basis of the costs of maintaining 
the Road Network and the volume and distance hauled over the network. The agreement 
also includes the sharing of funding of a Bridges and Structures fund. This agreement and the 
associated charges are being reviewed and confi rmed on an annual basis.

Note 20 Commitments 
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Note 21 Contingent Assets and Contingent Liabilities

As at reporting date, VicForests has no known contingent assets or liabilities.  

Note 22 Related Party Transactions 

There were no amounts paid by VicForests in connection with the retirement of responsible 
persons of VicForests during the fi nancial year.

There were no loans in existence by VicForests to responsible persons or related parties at the date 
of this report.

There were no other transactions between VicForests and responsible persons and their related 
parties during the fi nancial year.

Expenses incurred during the fi nancial year resulting from transactions with other State 
Government related entities were:  

Related Party
2008

$’000
2007

$’000
Department of Transport (previously Dept of Infrastructure) 490 580
Department of Primary Industries 215 210
Department of Sustainability and Environment 7,039 4,547
State Revenue Offi ce 580 570
Victorian Managed Insurance Authority 144 166
Total 8,468 6,073

Revenue generated from services rendered to related entities:

Related Party
2008

$’000
2007

$’000
Department of Sustainability and Environment 641 2,557
Department of Sustainability and Environment (Paper Australia 
contract)

18,458 18,979

Department of Treasury and Finance (Bushfi re Recovery Taskforce) 5,680 868
Total 24,779 22,404

Note 23 Responsible Persons Related Party Disclosures 

(a) Responsible persons

The names of persons who were responsible persons at anytime during the fi nancial year were:

The Hon John Brumby MP, Treasurer (1 July 2007 to 3 August 2007)• 
The Hon John Lenders MP, Treasurer (3 August 2007 to 30 June 2008).• 

VicForests’ other responsible persons are as follows:

Position Name and title Period
Chairman Paul Barker 1 July 2007 – 30 June 2008
Director Jim Houghton 1 July 2007 – 30 June 2008
Director Catherine Scott 1 July 2007 – 30 June 2008
Director Bob Smith 1 July 2007 – 30 June 2008
Director Judy Ward 1 July 2007 – 23 June 2008
Accountable Offi cer David Pollard, Chief Executive Offi cer 1 July 2007 – 30 June 2008
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The number of responsible persons other than the responsible Minister and the Accountable 
Offi cer, and their total remuneration was within the specifi ed bands as follows:

Income band ($) Total Remuneration
2008

No.
2007

No.
$10,000 - $19,999 0 1
$20,000 - $29,999 4 4
$30,000 - $39,999 0 0
$50,000 - $59,999 1 1
Total numbers 5 6
Total amount $161,543 $179,669

Remuneration paid to the Minister is reported in the Annual Report of the Department of Premier 
and Cabinet.

Responsible persons related party disclosures

(b) Executive offi cers’ remuneration

The number of executive offi cers and their total remuneration during the reporting period are 
shown in the table below in their relevant income bands.  The base remuneration of executive 
offi cers is also shown.  Base remuneration is exclusive of bonus payments, long service leave 
payments, redundancy payments and retirement benefi ts.  

Income band Total Remuneration Base Remuneration
2008

No.
2007

No.
2008

No.
2007 

No.
Under $100,000 1 0 1 2
$100,000 - $109,999 0 1 0 0
$120,000 - $129,999 0 0 1 0
$130,000 - $139,999 0 0 0 1
$140,000 - $149,999 1 0 1 2
$150,000 - $159,999 1 2 0 0
$160,000 - $169,999 0 1 1 0
$170,000 - $179,999 0 1 1 0
$180,000 - $189,999 1 0 0 0
$190,000 - $199,999 1 0 0 0
$240,000 - $249,999 0 0 1 1
$280,000 - $289,999 1 1 0 0
Total numbers 6 6 6 6
Total amount $1,021,128 $1,043,825 $907,340 $820,556

Responsible Persons Related Party Disclosures (cont.)
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Note 24 Superannuation 

VicForests makes employer superannuation contributions in respect of employees to a series of 
funds.  These funds have two categories of membership, each of which is funded differently.  

The Emergency Services Superannuation Schemes and the State Employees Retirement Benefi ts 
Scheme (SERBS) are multi–employer sponsored defi ned benefi t plans.  As these funds assets and 
liabilities are pooled and are not allocated by employer, the Actuary is unable to allocate benefi t 
liabilities, assets and costs between employers.  As provided under paragraph 32(b) of AASB119, 
VicForests does not use defi ned benefi t accounting for these contributions.

VicForests makes employer contributions to the defi ned benefi t funds at rates determined by each 
funds Trustee on the advice of each funds Actuary.  The other funds receive both employer and 
employee contributions on a progressive basis.  Employer contributions are normally based on a 
fi xed percentage of employee earnings as required under Superannuation Guarantee Legislation.  
No further liability accrues to the employer as the superannuation benefi ts accruing to the 
employees are represented by their share of the net assets of the funds.  

VicForests contributes in respect of its employees to the following superannuation schemes: 

Scheme Name Type of Scheme

2008 2007
Contribution

Rate $’000
Contribution

Rate $’000
Emergency Services 
Superannuation –   
New Scheme  

Defi ned Benefi t
7.3% - 
10.2%

175
7.5% - 
10.5%

199

Emergency Services 
Superannuation – 
Revised Scheme  

Defi ned Benefi t 17.3% 48 17.0% 45

State Employees 
Retirement Benefi ts 
Scheme (SERBS) 

Defi ned Benefi t 12.68% 8 12.8% 8

VicSuper Accumulated Fund 9.0% 520 9.0% 543
Other Accumulated Fund 9.0% 101 9.0% 54
Total contributions 
to all funds 852 849

At 30 June 2008 there were outstanding contributions due to the Government Superannuation 
Offi ce (GSO) (an operating division of the Emergency Services Superannuation Board which 
manages the Emergency Services Superannuation Schemes and the SERBS) of $52,447 (as at 30 
June 2007: $62,352).  

As at the reporting date, there were no loans to or from VicForests to any of the above funds.  
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Reconciliation of net result after income tax expense to net cash provided by operating activities:

2008
$’000

2007
$’000

Net result for the period after income tax 538 (17)
Non-cash movements:
(Profi t) on disposal of non-current assets (15) (2)
Prior period adjustment 0 (58)
Allowance for doubtful debts 95 (97)
Impairment of non-current assets 0 14
Loss on disposal of non-current assets 6 0
Depreciation and amortisation 944 4,728
Decrease in net market value of biological timber  assets 0 111
Movements included in investing and fi nancing activities:
(Decrease) in other payables (113) 0
Movements in assets and liabilities:
(Increase) in trade receivables (12,560) (11,407)
Decrease in other receivables 930 670
(Increase) in inventories (5,304) (4,781)
(Increase)/ decrease in prepayments (63) 75
(Increase)/ decrease in current tax asset 606 (606)
(Increase) in deferred tax asset (462) (19)
Increase/ (decrease) in trade payables (536) (601)
Increase in other payables 2,412 6,427
Increase/ (decrease) in employee benefi t liabilities (294) 153
Increase/ (decrease) in provisions 1,815 (301)
Increase/ (decrease) in current tax liability 589 (484)
Increase/ (decrease) in deferred tax liability 106 (25)
Net cash fl ows from operating activities (11,306) (6,220)

Note 26 Dividends

The process to determine the 2008 dividend has not yet been completed at the reporting date. 

Note 27 Events Occurring After the Balance Sheet Date 

No matters and/ or circumstances have arisen since the end of the reporting period which 
signifi cantly affect or may signifi cantly affect the operations of VicForests, the results of those 
operations, or the state of affairs of VicForests in future fi nancial years.

Note 25  Reconciliation of  Profi t/(loss) for the Period After Related Income Tax to 
Net Cash Flows From Operating Activities
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Auditor General’s Report
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Legal and Other Compliance

Whistleblower’s Protection 
Act 2001
VicForests is committed to the aims and objectives 
of the Whistleblowers Protection Act 2001 which 
encourages and assists people in making disclosures 
of improper conduct by public offi cers and public 
bodies. The Act provides protection to people who 
make disclosures in accordance with the Act and 
establishes a system for the matters disclosed to be 
investigated and rectifying action to be taken.

In keeping with the requirements of Section 104 
of the Act, VicForests reports that there were no 
disclosures or investigations of improper conduct 
or detrimental actions made to VicForests by staff 
or any referred to VicForests by the Ombudsman or 
other persons.

VicForests’ Whistleblowers Protection Act 
procedures can be obtained by contacting 
the Protected Disclosure Offi cer.  Disclosures 
of improper conduct or detrimental action by 
VicForests or its employees may be made to the 
following:

The Protected Disclosure Coordinator: 

David Pollard, or 

The Protected Disclosure Offi cer: 

Elizabeth Lim 
VicForests 
GPO Box 191 
Melbourne Victoria 3001 
Tel: 03 9608 9500 
Fax: 03 9608 9566 
Email: vfs.admin@vicforests.com.au

Disclosures may also be made directly to the 
Ombudsman:

The Ombudsman Victoria
Level 9, 459 Collins Street
Melbourne Victoria 3000
Tel: 03 9613 6222
Toll Free: 1800 806 314
Internet: www.ombudsman.vic.gov.au
Email: ombudvic@ombudsman.vic.gov.au

Information Privacy Act 2000
In keeping with the Information Privacy Act 2000, 
VicForests has developed and implemented a Privacy 
Policy.  VicForests’ Privacy Policy can be obtained 
from VicForests or information viewed on the 
website at www.vicforests.com.au

Freedom of Information
The Freedom of Information Act 1982 allows the 
public a right of access to documents held by 
VicForests.  From 1 July 2007 to 30 June 2008, 
VicForests received two Freedom of Information 
requests.  The requests, received from the general 
public, were dealt with in accordance with the Act.  
Application fees and access charges received during 
this reporting period totalled $44.00.

VicForests’ website contains guides which details 
requirements of the Freedom of Information Act 
1982. Further information can be obtained from the 
Freedom of Information Offi cer, tel. 03 9608 9500.

Freedom of Information requests must be made in 
writing, accompanied by a $22.70 application fee 
addressed to VicForests, Freedom of Information 
Offi cer, GPO Box 191, Melbourne Victoria 3001.

Building Act 1983
VicForests endeavours to ensure that contractors 
comply with the Building Act 1993 in respect to new 
building works and alterations to existing buildings.

Victorian Industry Participation 
Policy Act 2003
The Victorian Industry Participation Policy Act 
2003 (VIPP) requires relevant departments to 
report on any contracts entered over $3 million 
in metropolitan Melbourne or $1 million in 
regional Victoria.  

VicForests continues to observe the VIPP objectives 
in its procurement and tendering mechanisms 
and processes.

66



National Competition Policy
Under National Competition Policy, the guiding 
legislative principle is that legislation, including 
future legislative proposals, should not restrict 
competition unless it can be demonstrated that:

 the benefi ts of the restriction to the community • 
as a whole outweigh the costs; and

 the objectives of the legislation can only be • 
achieved by restricting competition.

VicForests continues to comply with the 
requirements of the National Competition Policy.

Additional Information 
Available on Request
In compliance with the requirements of the 
Standing Directions of the Minister for Finance, 
details in respect to additional information (subject 
to the provisions of the Freedom of Information 
Act 1982) are available from VicForests’ Freedom of 
Information Offi cer.

Disclosure of Major contracts
VicForests has not entered into any individual 
procurement contracts over $10 million.

Reporting of Offi ce-based 
Environmental Impacts
VicForests is exempt from the reporting 
requirements of this item.
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Appendix 1  Disclosure Index
VicForests’ Annual Report is prepared in accordance with all relevant Victorian legislation. This index has been 
prepared to facilitate identifi cation of VicForests’ compliance with statutory disclosure requirements.

Legislation Requirement Page Reference
Report of Operations – FRD Guidance
Charter and purpose
FRD 22B Manner of establishment and the relevant Ministers ..................................................2, 59
FRD 22B Objectives, functions, powers and duties ..............................................................2, 11, 33 
FRD 22B Nature and range of services provided........................................................................2, 11
Management and structure
FRD 22B Organisational structure ...................................................................................................8 
Financial and other information
FRD 10 Disclosure index .............................................................................................................68
FRD 12A Disclosure of major contracts .........................................................................................67
FRD 15B Executive offi cer disclosures ...........................................................................................59
FRD 22B Operational and budgetary objectives and performance against objectives  ........20, 24, 26
FRD 22B Employment and conduct principles ...............................................................................13
FRD 22B Occupational health and safety policy ............................................................................14
FRD 22B Summary of the fi nancial results for the year ..................................................................26
FRD 22B Signifi cant changes in fi nancial position during the year ......................................26, 29-62
FRD 22B Major changes or factors affecting performance ..........................................................4, 6 
FRD 22B Subsequent events .........................................................................................................62
FRD 22B Application and operation of Freedom of Information Act 1982 .....................................66
FRD 22B Compliance with building and maintenance provisions of Building Act 1993 ..................66
FRD 22B Statement on National Competition Policy .....................................................................67
FRD 22B Application and operation of the Whistleblowers Protection Act 2001 ...........................66
FRD 22B Details of consultancies over $100,000 ..........................................................................69 
FRD 22B Details of consultancies under $100,000 ........................................................................69 
FRD 22B Statement of availability of other information ................................................................67 
FRD 24B Reporting of offi ce-based environmental impacts ...........................................................67
FRD 25 Victorian Industry Participation Policy disclosures ............................................................66
FRD 29 Workforce Data disclosures ............................................................................................13

Financial Report
Financial statements required under Part 7 of the FMA
SD4.2(a) Statement of Changes in Equity ............................................................................................32
SD4.2(b) Operating Statement ............................................................................................................30
SD4.2(b) Balance Sheet .......................................................................................................................31
SD4.2(b) Cash Flow Statement ............................................................................................................32
Other requirements under Standing Directions 4.2

SD4.2(c)
Compliance with Australian accounting 
standards and other authoritative pronouncements...............................................................33

SD4.2(c) Compliance with Ministerial Directions ..................................................................................33
SD4.2(d) Rounding of amounts ...........................................................................................................33
SD4.2(c) Accountable Offi cer’s declaration ..........................................................................................63
SD4.2(f) Compliance with Model Financial Report ..............................................................................33
Other disclosures as required by FRDs in notes to the fi nancial statements
FRD 21A Responsible person and executive offi cer disclosures ....................................................... 59-60

68



Legislation
Audit Act 1994 ..............................................................................................................................45, 64
Building Act 1983 ................................................................................................................................66
Financial Management Act 1994 ..........................................................................................................33
Freedom of Information Act 1982 ........................................................................................................66
Multicultural Victoria Act 2004 ......................................................................................................13, 17
National Competition Policy .................................................................................................................67
Victorian Industry Participation Policy Act 2003 ....................................................................................66
Whistleblowers Protection Act 2001 ....................................................................................................66

Key:

FMA  Financial Management Act 1994, as amended

FRD  Financial Reporting Direction issued by the Department of Treasury and Finance

SD  Standing Direction of the Minister for Treasury and Finance

Appendix 2 Consultancies
Consultant Nature of Work

Fees 2007/08
$

a) Consultancies in excess of $ 100,000

Stem Services Pty Ltd Harvest and Haulage OH&S system audits 309,310

b) Consultancies less than $ 100,000

Number of Consultancies 46 1,547,753
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AAS Australian Accounting Standards

AFS  Australian Forestry Standard

AO  Allocation Order

ATO Australian Tax Offi ce

CAIR  Corrective Action Incident Report

CSIRO   Commonwealth Scientifi c and Industrial Research Organisation

DPI  Department of Primary Industries

DSE   Department of Sustainability and Environment

EBIT  Earnings Before Interest and Taxes

EOI Expression of Interest

EPA  Environment Protection Authority

FMA Financial Management Act 1994

FRDs Financial Reporting Directions

FSC  Forest Stewardship Council

FWPA  Forest and Wood Products Australia

GST Goods and Services Tax

HCVF High Conservation Value Forest

IFRS International Financial Reporting Standards

IT Information Technology

JoSHL Joint Sustainable Harvest Level

LTIFR  Lost Time Injury Frequency Rate

MDS  Mill Door Sales

NA  Not Applicable

NTER National Tax Equivalent Regime

OA  Operational Areas

OH&S  Occupational Health and Safety

PAM  Price Allocation Model

RAP  Registered Aboriginal Party

SCMS Supply Chain Management System

SD  Standing Direction of the Minister for Treasury and Finance

SEFE  South East Fibre Export

SERBS  State Employees Retirement Benefi ts Scheme

SFMS  Sustainable Forest Management System

SOP  Standard Operating Procedures

TCV Treasury Corporation of Victoria

TRP  Timber Release Plan

VAFI Victorian Association of Forest Industries

VIPP  Victorian Industry Participation Policy Act 2003

Acronyms
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