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    Forest Partnership Report 
           20 March 2015 

Hello, 

The forest estate is in good heart after what has been one of the most glorious summers for a 
number of years.  The golden weather has kept coming and even Cyclone Pam turned out to be a 
storm in a teacup for the forests, bringing with it nothing more serious than some much needed 
rain and windy conditions and causing no damage to the forests. 

This year is significant as it marks the commencement of the harvest of the first forest we planted.  
Waikare Forest was planted in 1989 inland from Waitotara in South Taranaki. 

 

The decision has been made by the owners of the 
forest to start harvest at age 26 and the recoverable 
volume already looks to exceed the forecast yield at 
age 28.  This is a very promising start to what is going 
to become a growing harvest phase for our forests. 
The harvest of Waikare will take three to four years  
with the majority of the logs going to Port Taranaki for 
export to China. 
 
It is therefore pleasing to note that log prices are at a good level presently.  There is strong 
demand for higher value pruned and A Grade logs in the domestic market while the export market 
has moved sideways for the Chinese New Year.  This move has been softened by favourable 
freight rates and a weaker NZ$ which have kept the at wharf gate (AWG) prices showing a slight 
increase on last month.  Most market commentators forecast demand will remain strong from 
China.  One of our Indian contacts (a major log buying firm there), anticipates New Zealand sales 
there to triple or quadruple in the next few years. 

              

Carbon Market – Emissions Trading Scheme 

NZUs are presently sitting at $6.20 + with little seller interest at present.  It seems most forest 
owners are choosing to wait and see what happens with the price post May 2015 when Kyoto 
units such as ERUs and CERs can no longer be used in the NZETS. 

The ETS is due to be reviewed this year however, the government has not announced when this 
will take place.   
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Recent reports from the forest industry have highlighted some of the weaknesses around New 
Zealand’s climate change policies.  These include: 

• Policies need to recognise the role of forests and wood products in combating climate 
change 

• The carbon price needs to reflect the holistic values of tree planting 
• A recent MPI survey shows that seedling sales are declining which means New Zealand is in 

a net deforestation situation.  On each of the last two years, approximately 10,000 
hectares have been deforested.  If the current harvesting rate is not offset by replanting, 
New Zealand will miss its 2020 emission targets 

• While New Zealand emission reductions may have a very small impact on global warming, 
they have a significant impact on our clean and green image. This image drives our food 
exports, tourism and of course is reflected in our lifestyle.  In a greenhouse gas aware 
marketplace, our greenhouse gas footprint becomes a critical criteria for consumers 

The Forest Owners Association are calling on the government to call an urgent meeting of primary 
sector leaders and iwi to deal with the country's greenhouse gas emissions blow out. 

              

Forest Valuations 

PF Olsen's have carried out the 2015 forest valuations for inclusion in the February 2015 financial 
accounts. 

As at 2015 the market value of the collective tree crop assets of Roger Dickie forest estates were 
valued at $312.21 million. An increase of $22.47 million. This valuation is an estimate of the 
market value of the tree crops assessed using a discount rate of 7%. 

The total net stocked area assumed by PF Olsen is 26,708.4 hectares with a weighted average age 
of the tree crop is 17.9 years. 

              

Liability Free NZU's - resolution 

Last year we put forward a special resolution to see if those forest partnerships that have liability 
free NZU's wanted to sell 5,000 NZU's to fund all or part of the 2015 - 2016 forest expenses.  Being 
a special resolution, it required a 75% voter participation, with over 50% in favour of the 
resolution.  Despite the hard work by our office, not all forest partnerships were able to reach the 
75% and were therefore unable to take part in the sale of the NZU's. 

Even with some forests selling the 5,000 liability free NZU's, they still have a very small share call.  
At this year's AGM we are seeking a resolution to progressively sell the liability free NZU's to cover 
the forest expenses and to give the forest partnerships that missed out last year, the same 
opportunity. 
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Retirement and appointment of Partnership Manager - resolution 

As previously advised, the Financial Markets Conduct Act 2013 (FMCA) was passed at the end of 
2013 and is coming into force in stages. The FMCA fundamentally changes the laws that regulate 
the governance of managed investment schemes, including your Partnership. Amongst other 
things, it requires managers to hold licenses issued by the Financial Markets Authority, and for 
deeds of participation to contain specific information. The FMCA will apply to your Partnership 
from 1 December 2016, unless we elect to enter into the regime in respect of the Partnership 
earlier. 

At this stage our thinking is that our investors’ interests are best served by an early election, i.e. 
prior to 1st December 2016 and we are working to achieve this. 

We are now taking the first major step, which is to change the current manager and administrator 
to a newly incorporated company, formed specifically for the purposes of FMCA compliance.  You 
will notice the new proposed manager has the same name as the current manager.  We have done 
a name swap to ensure continuity of the brand, but of course this change of name cannot operate 
to change the manager. This change requires the partners’ approval, by ordinary resolution. 

The reason for the need to make the name swap is to enable other Roger Dickie business interests 
to continue to operate as Roger Dickie Enterprises Limited and Roger Dickie (N.Z.) Limited can 
operate solely as the manager of the Partnerships. 

The next significant step in the Partnership’s transition to the FMCA will be to ensure that the 
Partnership’s Deed of Participation complies with the FMCA. This will require adoption of a new 
deed which we will do at a subsequent meeting. We will keep you informed of progress. 

              

Budget and increase of Administration Fee and Legal Fees 

We are working to comply with the FMCA and are particularly mindful of the compliance costs. 

As previously discussed we have the resolution for the retirement and appointment of a new 
Partnership Administrator and we need to ensure that the Forest Partnership's Deed of 
Participation complies with the FMCA, we have allowed $600 per partnership for legal fees. 

We are being very careful in what work is needed. In conjunction with the Foundation Corporate 
Trust and our lawyers, we are trying to manage the processes within our offices as much as 
possible and engage with our lawyers only when absolutely necessary. 

              

Updated Forest Cashflows 

There are a number of forests that are nearing harvest and the original forest cashflow is out of 
date.  
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We are looking to update those cashflows for those forests only to give a snap shot of the type of 
income, expenses net revenue the forest might generate if it was to be harvested based on 
current prices. 

              

Secondary Market 

If a partner wishes to sell their participatory securities, under the rules the securities must in the 
first instance be offered to the other partners under the pre-emptive rights clause.  
 
History shows that they generally get taken up to varying degrees within that forum.  Any residual 
securities can then be offered outside the partnership on the secondary market. 
 
Secondary Market Securities currently available; 

• Bayview Forest - established in 1992 
• Castle Rock Forest - established in 1994 
• Cricklewood Forest - established in 1993 
• Glen Alvon Forest - established in 1995 
• Kingswood Forest - established in 1995 
• Quail Ridge Forest - established in 1993 
• Turnbridge Forest - established in 1994 
• Windsor Forest - established in 1999 
• Woodleigh Forest Ltd - established in 1996 
• Woodside Forest - established in 1996 
• Young Nicks Forest - established in 1997 

 
We also have shares available in our dairy farms. 
 
If you are interested in securing an investment in another forest partnership or farm, please 
contact Richard Bourne in our office or email richardb@rogerdickie.co.nz 
              
 
FOREST VISITS 

The partners are reminded that if you wish to visit your forest at any time please ring the FMNZ 
office in Napier on 06 843 3770. 
 
You always welcome to visit your forest however, FMNZ run a permit system and need to keep 
track at all times when anyone is in the forests.  Your co-operation is appreciated. 
              
 
 
Regards 

 
Roger Dickie 



Stone House Forest continues to thrive.

As we move into autumn, the forest is still very dry.  All 
of the district councils (Hastings, Wairoa and Gisborne) 
and the rural fire authorities (Eastland and Bay Forests) 
have a restricted fire season in place which means a 
permit is required to light a fire in the open air.  We are 
allowing selective access to the forests only and are 
issuing permits to persons who we know are aware of 
and understand the fire risk.

Forest health is generally excellent and there is presently 
little sign of red needle cast (RNC) in the forest.

Scion, the NZ forest science institute, has been allocated 
$10 million from MBIE over six years, with significant 
co-funding from other sector groups to address the 
biosecurity threat Phytophthora pathogens pose to New 
Zealand’s forestry, horticulture and natural ecosystems.  
This research is very pertinent to forestry, given the 
slow but steady spread of RNC (Phytophthora pluvialis), 
throughout the New Zealand forest estate.  It is now 
thought that RNC can cause 16% growth loss over three 
years after a severe defoliation event.

Scientists have already discovered that resistance to 
RNC can be genetically controlled.  Clonal material has 
been developed and is currently being screened for 
resistance and is providing a benchmark for future work 
in this area.  

Scion are also carrying out research in developing a 
cost effective chemical control for RNC.  Phosphite is 
a fungicide that has been found to be effective against 
Phytophthora pluvialis.  In addition, Copper Oxychloride 
and Ridomil have also demonstrated a similar efficacy.  
It is important these chemical controls are effective over 
the entire season however, as the inoculum released 
by the pathogen is produced during most months of the 
year.  The production of the inoculum is very variable and 
this is likely related to specific weather conditions.  More 
research is being done on determining which weather 
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factors create the variations and it is reassuring to know 
that progress is being made with RNC research.

Tracks are in excellent order.  The maintenance was 
carried out in December and it is presently a pleasure to 
drive around the forest.  We have made allowance in the 
budget for track maintenance in November.

The special meeting of partners held in October 2014 
authorised the sale of 5,000 liability free NZUs.  We 
had a total of 275,000 NZUs to sell on behalf of all of 
the partnerships who voted to sell.  This involved several 
different transactions over a three month period.  We 
achieved an average price of $4.22 per unit, net of costs.

We filed a voluntary emissions return in January for the 
partnership and were allocated 22,068 NZUs for 2014.  
This gives a total number of units held in the NZEUR for 
Stone House Forest of 83,213 NZUs.  61,145 of these 
units are liability free.  An NZU is currently worth around 
$6.20.

Although we made allowance in the budget last year for 
weed and pest control, we did not carry out this work.  
There are no weed issues in the forest at present as the 
blackberry is not encroaching onto the tracks, nor is there 
any sign of possum damage.  We have re-budgeted the 
work for this year and will monitor the weeds and pests 
and only carry out this work if it is necessary. 

Our bulldozing contractor spent some time tidying up the 
access drive into the lifestyle block.  He has metalled 
approximately half of the entranceway through the farm 
using red metal sourced from Castle Peak.  He has also 
repaired a section of entranceway that had large water 
ruts a couple of hundred metres from the forest gate and 
repaired a culvert past the airstrip.  This work was carried 
out at the expense of the owners of the lifestyle block.

The Napier Gisborne Railway Group (NGRG) continue 
to make slow but steady progress towards getting the 
railway line between Napier and Gisborne reopened.  In 



November 2014, Kiwirail conditionally agreed to lease the 
line to the Hawkes Bay Regional Council (HBRC).

HBRC has now voted to support the opening of the rail 
service from Napier to Wairoa to move logs from a hub 
in Wairoa to Napier Port.  This support is subject to a 
number of conditions including the negotiation of lease 
terms which are suitable to both HBRC and Kiwirail.  
A deadline of 30th June has been set to resolve all 
outstanding issues between Kiwirail and HBRC.  These 
include confirming who the rail operator will be and getting 
a more definite indication of how much support there is 
for the proposal from Wairoa forest companies and forest 
owners as well as private investors.  Investment of $10m 
to $12m is being sought.  These funds are necessary 
to purchase the rolling stock, plant and equipment and 
provide working capital.

While we support the re-establishment of the rail, we are 
unable to make a definite commitment as to its use, as 
that will depend on transport costs/options when we come 
to harvest.  While we see the project as a real positive for 
the region, at this stage we are able to support the project 
in principle only.

The Hawkes Bay Forest Group (HBFG) is a collective 
formed in 2002 by forest managers and the Hawkes 
Bay Regional Council with the aims of encouraging best 
environmental practice and engaging on community 
issues relating to forestry.  Over the years HBFG has 
been effective in lobbying Councils to reduce consenting 
requirements for forestry and submitting on targeted 
roading rates, etc.  The group realises the environment 
they are operating in has changed over the years and 
recognise they need to change and adapt to the present 
environment.  

HBFG are proposing to engage a part time co-ordinator 
to manage the HBFG, a role similar to that already 
established in Gisborne by the Eastland Wood Council.  
This role would be funded by all the major forest owners/
managers in the Hawkes Bay area.  The core role of this 
position would be to continue the very valuable advocacy 

role with the district and regional councils as well as 
industry promotion generally.  This includes promoting 
a more positive image of forestry to help change the 
generally poor public perception of the industry presently.  

The group are presently putting together a business plan 
and funding proposal. 

The industry wide push to reduce the number of deaths 
and injuries in New Zealand’s forests continues with the 
introduction of Safetree and the establishment of a safety 
council.

Safetree is a one stop shop for the industry to locate the 
safety information they require to do their jobs without 
injury.  The information is internet based and a smart 
phone app is being developed to make accessing safety 
information simple and quick.

The Forest Industry Safety Council is being set up as a 
direct result of the recommendations from the Independent 
Forestry Safety Review Panel and will get underway in 
April.  The focus of the organisation will be on putting in 
place practical tools and systems for improving safety in 
all forest workplaces.

A very exciting development has been the commencement 
of harvest in February at Waikare Forest, the first of the 
Roger Dickie investment forests.  After spending years 
managing and tending the forest it is very satisfying for 
all our staff to see “our” logs on the road.  The Waikare 
harvest marks the start of an extensive harvest operation 
of the RD forests by FMNZ.  We have put a lot of planning 
resource into the future harvest and look forward to the 
challenge of what lies ahead.

“The First of Many - Waikare
Feb 2015”

Steve Bell
Forest Manager































1 
 

Legislative changes 
the impact on your partnership

 

Registration 

Registration under the new 

Financial Markets Conduct Act 

2013 (FMCA) is underway.  The 

Financial Markets Authority 

(“FMA”) has been impressing 

upon all forest supervisors the 

benefits of achieving forest 

registration early. 

The FMA has taken on significant 

additional resources to process 

applications up to the 

registration due date of 

December next year.  They are 

encouraging early registration 

noting that this will allow time to 

work through any difficult issues 

- much more so than next year 

when the volume of registrations 

may preclude individualised 

service. 

 

Custodianship 

As part of encouraging early 

registration the FMA has 

released guidance on how 

custodial arrangements should 

be formed under the new 

legislation.   

 

 

Under section 156 of the FMCA 

the custodian of a registered 

scheme must hold the scheme 

property.  To meet external 

custodianship requirements, 

the custodian must be a body 

corporate and cannot be the 

same person as the manager.  

The custodian is responsible 

for prudential custody; 

refusing to act in breach of the 

scheme’s governing document 

and interests of the scheme’s 

participants. 

While the custodian will 

normally be the Supervisor 

there are provisions for 

contracting the role out.  As 

contracting party the 

Supervisor would be jointly 

and severally liable with the 

custodian for the performance 

of the custodial function.   

The recent guidance material 

places emphasis on scheme 

property being held in a way 

that ensures that it is not 

available for payment of debts 

or creditors of the custodian.  

Record keeping must identify 

FOREST PARTNERSHIP SUPERVISION 
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New Zealand’s only 
full service, stand 
alone, corporate 

trustee 
   

 

There has been a great deal 
of change in our industry - 
new rules which today 
provide us with a bigger 

toolkit to empower us to ask 
the right questions, to look 
deeper. 
 
We take a proactive 
approach to safer 
investment, working closely 
with issuers to help them to 
be more accountable and 
enabling their investors to 

have better trust and 
security in their investment. 
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scheme property showing when 

it was received and details of any 

disposals.  To ensure that the 

custodian’s records accurately 

state property holdings, regular 

reconciliation of scheme 

holdings must be undertaken.  

Also, within four months of the 

close of the financial year the 

custodian must obtain an 

assurance report from a licenced 

auditor or registered audit firm.  

The objectives of the assurance 

report are as follows: 

 
- transactions are authorised, 
processed and recorded in an 
appropriate, accurate and timely 
manner  

- scheme property is held in 
accordance with the FMCA and 
Regulations, and the governing 
document  

- records and changes to records 
relating to the scheme are 
accurate and kept up to date in 
an appropriate and timely 
manner, and in accordance with 
the FMCA and Regulations, and 
the governing document  

- there are adequate safeguards 
against the loss, 
misappropriation and 
unauthorised use of scheme 
property  

- sub-custodians are 
appropriately approved and 
managed, and are adequately 
monitored  

- reports of holdings of scheme 
property are complete and 

adequate, and provided within 
the timeframes specified in the 
FMCA and Regulations, and the 
governing document  

- information technology 
systems and processes are 
appropriate to allow the 
custodian to accurately and 
reliably meet the objectives set 
out above.  
 

 

Keeping costs down 

Like you we are concerned about 

the additional work load brought 

on by new legislation and the 

extra cost placed on forest 

partnerships that in many cases 

are already finely balanced. 

We have been automating as 

many of our processes as 

possible so that time we would 

have spent on administration 

can shift into the new areas of 

responsibility.  For the 

automation to work we are 

reliant on our clients submitting 

data to us electronically and 

taking responsibility for 

completing transactions. 

There are still many details to be 

worked through.  We are most 

grateful to our clients, banks and 

insurers who have been working 

hard to minimise the cost 

impacts of the new legislation.  

Our costs will be going up but 

with Roger Dickie New Zealand’s 

(RDNZ) help we hope to 

minimise the increase. 

 

Anti-money laundering  

To comply with the Anti-Money 

Laundering & Countering 

Financing of Terrorism Act 

(AML/CFT) RDNZ has 

implemented an AML/CFT 

programme which includes a 

compliance policy and 

procedure. 

New partners must provide 

proof of identity and residence 

and existing partners will be 

required to do the same around 

harvest time.  This is because at 

that time money will be 

changing hands and to comply 

with the law RDNZ will need to 

formally identify all partners.  

Regardless of the perceived level 

of risk of money laundering in 

forest partnerships RDNZ must 

comply and is already ahead of 

the game as they returned their 

first AML/CFT annual report in 

2014 and their  AML/CFT 

programme has been audited by 

an external auditor. 
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Stone House Forest Partnership 
Tree crop valuation 

 
As requested, we have assessed the fair value of the tree crop assets owned by Stone House 
Forest Partnership.  The purpose of this valuation is for reporting in the owner’s annual accounts.  
This valuation of the tree crop meets the NZ IAS 41 accounting standard.   
  
The tree crop market value is estimated as at 28 February 2015 at: 
 

$4,986,000 plus GST (if any) 
 

The current productive net stocked area is estimated at 338.9 hectares. 
 
This value estimate excludes the value of the land and the improvements thereon, other than the 
trees.  The value estimate does not include the contingent tax liability on the income arising from 
the sale of the trees, or the logs at maturity.  Also excluded are costs and revenues associated 
with subsequent crops, and any value from the costs and revenues arising from the option to join 
the Emissions Trading Scheme. 
 
Valuation methodology 
The market value of the tree crop is assessed by discounting a prospective purchaser’s future 
costs and revenues at a discount rate of 7.0%.  The discount rate is based on analyses of recent 
transactions in New Zealand, and therefore reflects the recent market for forests.  Future costs 
and revenues are expressed in real (2015) NZ dollar terms, exclusive of GST.   
 
The methodology adopted is described in the New Zealand Institute of Forestry (NZIF) Forest 
Valuation Standards (May 1999).  The valuation report presented here is a brief outline of the 
method adopted and the assumptions made.  It does not comply with all disclosure requirements 
contained in these standards.  The reader is referred to the full valuation report entitled “Roger 
Dickie (NZ) Ltd – Tree Crop Valuation – March 2015” for a complete description of the 
methodology and assumptions.  
 
Key inputs 
Net stocked areas and forest condition are based on current best estimates as provided by the 
forest manager, Forest Management NZ Ltd (FMNZ).  PF Olsen inspected a selection of forests 
and found that the forest information provided by FMNZ gave a fair representation of the tree 
crop growing in these forests. 
 
Future yields are projected assuming current best practice management.  Projected yields are 
based on measured starting points where data allows.  Measurement data has been supplied by 
FMNZ.  These data have been collected using industry standard methods and protocols. 
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Future operational costs are based on current industry standards, and have been benchmarked 
against contract rates prevalent over the past year.  Log prices are based on the average of the 
most recent three years to February 2015, as achieved at the ports in Gisborne and Napier.  No 
real price increase is assumed.   
 
Tree crop value change analysis 
As part of this valuation, we have examined the impact of changes in the forest description and 
valuation assumptions used to assess the tree crop value relative to the value estimated last 
year.  This is accomplished by calculating the marginal contribution to the total change in tree 
crop value from updating each of the key factors in sequence. 
  
Table 1:  Tree crop value changes since last year  
 

Change item Tree Crop Value (000’s) 

Tree crop value last year  4,722 

Update area 4,733 

Advance date one year 5,187 

Update yields 5,276 

Update costs 4,956 

Update log prices 4,955 

Update discount rate/inflation assumptions 4,986 

Tree crop value this year 4,986 

 
Area changes, if any, are mainly the result of remapping the stocked area during the year.   
 
Adding one year to the valuation date adds physical growth, and moves the forest one year 
closer to maturity. 
 
Yield changes are the result of changes to the log grade mix.  This results from using improved 
growth and yield models, and from calibration with actual yields from the harvesting of similar 
crops.   
 
The costs for tending, logging, harvest road construction and cartage have all risen this year.  
Changes to tending costs will only impact on forests with tending operations remaining.  The 
harvest-related costs of logging, road construction and cartage have increased over the past 
year, as the costs of labour and capital have gone up.  In addition, demand for harvesting services 
has increased. 
 
Prices for pruned radiata logs have increased this year, while prices for other grades have 
dropped slightly, or remained relatively flat.   
 
We have also reduced the assumed rate of future inflation applied in the value assessment.  This 
change increases the present value of the cost of bush tax credit for a potential purchaser, 
thereby increasing the market value estimate of the crop. 
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Harvest revenue 
Based on the assumptions adopted for the purpose of this valuation, the owner of Stone House 
forest is projected to receive a total net stumpage revenue of approximately $ 12,412,000 in year 
2024.   
 
This projected stumpage revenue is expressed in 2015 NZ dollar terms, and based on the 
projected yields, costs and log prices assumed in this valuation.  The harvest year is based on a 
weighted average date of maturity for the forest.   Harvest operations may commence sooner 
than, and last beyond, the year shown above.  
 
Yours sincerely 
PF OLSEN LIMITED 

 
JEFF SCHNELL 
Registered Forestry Consultant (NZIF) 

 
 
 
Disclaimer 
This valuation was commissioned by Roger Dickie (NZ) Ltd for the purpose of reporting in the individual 
partnership, or owner, accounts.  The valuation is not suitable for sale and purchase. 
 
The tree crop values calculated within this report are based on our assessment of current costs and future 
revenues. This assessment of costs and revenues is not a promise or guarantee by PF Olsen Limited that these will 
be realised.  No promise or warranty is given pertaining to the accuracy or completeness of information supplied by 
Roger Dickie (NZ) Ltd, Forest Management NZ Ltd, or by third parties, except to the extent that this has been 
validated by PF Olsen Limited. 
 
This report is only for use by the entity that commissioned it and solely for the purposes stated above.  PF Olsen 
Limited, and its employees, shall have no liability to any other person or entity in respect of this report, or for its use 
other than for the stated purpose.  PF Olsen Limited and its employees accept no liability for indirect or 
consequential losses or damages arising from the use of this report under any circumstances.  
 
PF Olsen Limited is an independent forestry management and consulting company.  Our company relationship 
with Roger Dickie (NZ) Ltd is one of providing forestry services and advice on a fee and re-imbursement of costs 
basis.  The owners or employees of PF Olsen Limited have no interest in, or relationship with Roger Dickie (NZ) 
Ltd, Forest Management NZ Ltd, or the Partnership, apart from that listed above. 
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