
 
 

Forest Partnership Report  

18 March 2016 

Hello, 
 
This has been another positive year for our forest estate. 
 
Although the spring forecasts for the East Coast were for a dry summer due to the El Nino 
weather pattern, we have actually received good summer rainfall and all of our forests are 
in good heart as a result.   
 

Valuations 
 

You will be pleased to see the valuation of your forest asset shows an average increase of 
17.8% over the 2015 valuation.  A copy of the valuation is enclosed. 
 
The forecast net stumpage at harvest for the forest, based on the increased values can be 
found on the last page of the valuation.  From this you can calculate your net stumpage 
relative to your percentage of partnership interest/shareholding. 
 

Carbon Market – Emissions Trading Scheme 
 
As at today, the price of NZUs has climbed to $11 and will hopefully continue to move 
north.  We believe many emitters have been holding back on purchasing units until there 
was clarity around the ETS review and whether the 2:1 subsidy would be removed or not. 
 
On 17th March our climate change minister, Paula Bennett said that "It was a matter of 
when not if" the two for one subsidy for carbon emitters would be removed.   This had an 
immediate effect on NZU prices which climbed to $11 by the end of the days’ trading. 
 
The NZ Emissions Trading Scheme is currently under review and we await the outcome, but 
based on the Ministers’ comments, we are optimistic it will be positive for forestry.   We 
know NZ is presently in a net deforestation situation and if the ETS is to remain an effective 



carbon management tool, foresters need a clear signal from the government via the ETS to 
give them the confidence to start planting again. 
 
The NZU sales strategy we have adopted to fund the operating expenses of the forests 
enables us to take advantage of the rising NZU price.  We are selling smaller parcels of units 
on an as required basis. 
 

Log Markets 
 

Many commodities on the world markets have had a rough time over the last few years.  
Who would have thought oil would trade down to $28USD.   
 
Interestingly, while we have had two significant dips in log prices over the past twelve 
months, log prices have held up reasonably well.  This is largely due to cheaper international 
freight rates and exchange rate gains against the USD rather than demand.   

 
Inventory held at the Chinese ports has been lower than previous years over the Chinese 
New Year period. As a result the log price drops we generally see at this time have not 
happened.  This has also helped to keep the prices up. 
 
It is heartening to see at last a premium return to the market for pruned logs with P40 
grade logs achieving $200 per JAS at some ports.  The differential between the pruned price 
and A grade price is now high enough to make the owners of younger forests reconsider 
whether to prune or not to prune.  
 
Now that we have more forests approaching harvest, it is important we have a better 
understanding of the markets we are selling our logs into.  I have the opportunity to 
participate in a trip to look at the Chinese and other Asian markets, to help get a better 
understanding of them as well as the scale on which they operate. 
 
This trip is planned for May. 
 



Harvest age 
 

In my midyear report in November I indicated that we will be commencing harvest of our 
forests at age 26 rather than the original forecast of age 28.  We arrived at this decision 
after commissioning Jeff Schnell from Olsens to produce a cost benefit analysis as to the 
optimum time for harvest of our 1991 planted forests and his financial models shows that 
to be around age 26 years.   
 
The reality is, the harvest of each individual forest will be spread over two or three years 
because in most cases, it is realistic to put one harvest crew in each forest. By planning 
harvest at an estate level, this creates economy of scale benefits which will benefit the 
forest owners.  By smoothing the harvest volume, the partners will also derive the benefit 
of averaging log sale prices and tax benefits. (See separate section on tax) 
 
Roading in the forests prior to harvest requires planning now as there is a significant 
economic advantage in constructing roads in the dry summer months to prepare for the 
clearfell operation.  It is widely accepted that once the roads are formed, they require time 
to settle before the harvest traffic starts using them.  This leads to more economical roading 
costs and reduced maintenance during harvest.   
 
For forests planted in 1991/92 the proposal is to begin roading construction during summer 
of 2016/2017, further roading will be carried out in summer of 2017/2018 and main harvest 
will begin (when the forest is 26 years old), in the spring (September/October) of 2018. 
 
Given the scale of the activity planned in the older forests we feel it is important partners 
are fully informed of future harvest plans for their forest.  We are therefore having separate 
AGMs this year for Hawkes Bay forests planted in 1991/92 to outline the plans over the next 
few years.  
 

Tax on Harvest Income 
 

It is worth noting that under Sections EI1 and EJ1 of the Income Tax Act, the income from 
forestry may be spread for tax purposes, at the option of the taxpayer, over the income 
year in which the trees are harvested, and the preceding three income years – i.e. a total of 
four years.  This can be advantageous for example where the tax on the income would 
otherwise result in a change of tax brackets, or where for whatever reason one of the 
preceding years has significantly less income.   
 
By spreading the harvest over more than one income year, the effect is to extend this four 
year period – For example, if harvesting was to span three tax years, there are seven years 
in which the tree income can be allocated for tax purposes, which depending upon each 
individual’s circumstances, could result in quite substantial tax savings. 
 



Harvesting at Waikare Forest 
 

After a slow winter, good progress has been 
made over the summer months with the 
harvest of Waikare Forest – the first of the 
Roger Dickie estate to be harvested.   
Approximately 27% of the forest is now 
harvested and over 63% of the roads 
established.  
 
We have been harvesting our Waikare Forest in 
South Taranaki for 13 months and it is 
interesting to note that the average gross 
revenue per tonne is running at 19.7% ahead of the projection of 16 months ago, forecast 
by FMNZ based on last 12 quarter running averages.  This is an excellent result considering 
that over that period we have gone through two significant log market price dips. 
 

Managed Investment Scheme (MIS) Licensing  
 

As previously advised, as administrator/manager of the forest partnerships, Roger Dickie 
(N.Z.) Ltd is required to obtain an MIS license by 1st December 2016.  We are working on the 
application which is proving to be quite time consuming given the level of detail required by 
the Financial Markets Authority.     
 
One of the changes we need to make is to the partnership Deeds of Participation (DOP) to 
ensure they are compliant with the Act. We have engaged Kensington Swan Lawyers to 
prepare a revised DOP.  They advise that there are only minor changes required, and they 
expect to have the amended document completed shortly.   
 
Once completed, the amended DOP will be circulated to the partners for adoption. 
 
We continue to be aware of compliance costs and the need to manage these costs carefully. 
 

Change of name of Statutory Supervisor 
 

As advised in my mid-year report, Complectus Limited acquired the shares of our Statutory 
Supervisor, Foundation Corporate Trust.  Complectus also owns Covenant Trustee Services 
Limited which is a supervisor licenced by the Financial Markets Authority.  
 
The Boards of Foundation and Covenant have now proceeded to amalgamate both 
companies into one called Covenant Trustee Services Ltd.  The amalgamation took effect on 



March 1st this year and effectively is a name change only, as it will have no effect on our 
dealings with the Statutory Supervisor.  

  

Partner IDs  
 

Many of you will already have experienced the increased identification requirements when 
dealing with banks or other financial institutions.  This is due to the Anti Money Laundering 
and Counter Financing of Terrorism Act 2009 Act. 
 
We are now required to have formal identification, physical address and bank account 
details for all of our investors. A photo ID (passport or drivers licence) and a copy of a 
utilities bill confirming your residential address are needed to meet these requirements.   
 
We will be working our way through all the forests and requesting this information from all 
investors and would ask for your cooperation in providing it to us.  Unless we hold this 
information on file, we are unable to make distributions of harvest revenue or proceeds of 
the sale of partnership interests or shares.   
 

Insurance 
 

The insurance investment fund currently sits at $1,960,759 in total.  The partnerships will 
each pay their insurance premiums out of their individual funds. 
 

Secondary Market 
 

Richard Bourne tells me he has strong interest in secondary market shares available for sale.  
The enquiries are from existing partners, other outside parties and strong interest from 
overseas buyers for partnership interests in forests approaching harvest. 
 
Richard has had an excellent clearance of partnership interests offered for sale in the past 
few months so if you were considering selling, it may be a good time to discuss your options 
with him. 
 
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 
 
Regards 

 
Roger Dickie 
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1. SUMMARY 

 

Financial 
summary 

Forest expenditure for the 2015/16 financial year was under budget.  This 
was due to lower than forecast management fees and road maintenance 
work. 
  
Budget variances by operation are explained further. 

 

Budget $8,766 
Actual $6,273 

Variance (2,493) 
 (28%) 

 

 

Operational 
summary 

 
 

 
 

Management
$2,706 

Road Maintenance
$2,115 

Fire Equipment
$865 

Security $587 

2015/16 Expenditure
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2. FORESTRY OPERATIONS 

 

Budget variance The year end financials are summarised below. 

 

Operation Budget Actual Variance 
Variance 

(%) 
Comments 

Road maintenance 3,000 2,115 (885) (30) 
 Clearance of mostly wind thrown 

materials after storm events. 

Fire equipment 866 865 (1) -  As budgeted. 

Security 400 587 187 47 

 Repairs to security gate. 

 Damages are believed to have been 
incurred from poachers attempting to 
gain entry to the forest with vehicles. 

Management 4,500 2,706 (1,794) (40)  Report below. 

Totals 8,766 6,273 (2,493) (28)  

 

Forest 
management 

Forest management functions undertaken throughout the year have 
included; 
 

 Regular forest inspections.  

 Aerial inspection after cyclone Pam (March 2015).  

 Investigate security issues and follow up on damages to gates.  

 Client reporting and budget.  

 Eastland Wood Council representation.  

 

The forest continues to grow well and is in good condition overall. There 
have been some minor windthrow damages caused by cyclone Pam in 
March and the storm that caused significant flooding in the Gisborne city 
and outlying areas in September. All the main tracks were cleared following 
these storms and are now open.  

There was a number of trespass events over the last 12 months with 
damages incurred to the security gate. We have been working closely with 
JNL in an attempt to trespass offenders.  
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3. FOREST INDUSTRY 

 

Eastland Port A key focus for the local forest industry during 2015 was a continuation of 
negotiations with Eastland Port Ltd to review port costs. 
 
Eastland Wood Council members have formed a group led by Peter Clark 
(PF Olsen CEO) to engage with port management to discuss port costs, 
efficiencies and ongoing capital development and expenditure.  This has 
been encouraged by the Commerce Commission. 
 
Controlling costs within the supply chain is very important as each additional 
$1.00 reduces stumpage by approximately $600/ha to the forest owners. 
 
A confidential agreement has been reached between forest owners and 
Eastland Port.  The Commerce Commission has been notified of the 
agreement. 
 
Forest owners also ensured that they will be fully consulted in regard to 
future port development proposed for our industry by partaking in these 
negotiations.  This is important and ensures that port development is 
beneficial and cost effective as ultimately forest owners pay for port 
upgrades. 

 

Harvest and 
marketing 

It has been another year of volatility in export log markets. 
 
Currently log pricing (Feb 2016) is well above trend with steady demand for 
logs supported by lower inventory of logs held on Chinese Ports. 
 
Pruned log prices have reached over $200 per JAS m3 in recent months.
This supports the investment that forest owners have made in silviculture. 
 
India is another market that has performed well at times during 2015 and 
shipments to this market have been regular from Gisborne. 
 
While inventories are relatively low in China at present, the Chinese New 
Year celebrations will affect log markets in the second quarter of 2016.  It is 
hoped that log inventories do not build too greatly during the Chinese new 
Year celebrations and log pricing remains firm. 
 
The difference in the log market in 2016 is that NZ costs are lower than last 
year with our currency devaluation (as compared with the US dollar) and 
very low shipping rates, assisted by record low oil/fuel costs. 

 
Continued on next page... 
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…continued These factors have made delivered logs from NZ to our significant 
markets of China, Korea and India more competitive than other counties, 
with the benefit of maintaining good pricing to the NZ forest owner. 
 
Given the dynamic marketing environment for export and domestic log 
sales, PF Olsen are constantly evaluating log sale opportunities. 
 
While it is often advantageous to have a wide range of log purchase 
options, payment default can be a risk for some of those purchasers, 
particularly for new entrants to the market or smaller entities.  While PF 
Olsen does its best to address credit worthiness, sometimes details are 
difficult to obtain in regard to trading solvency. 
 
To address this, PF Olsen have introduced a payment protection 
insurance.  A fact sheet is appended for your interest. 

 

Eastland Wood 
Council 

PF Olsen is a major contributor and financial supporter of the Eastland Wood 
Council (EWC).  The EWC is an advocacy group primarily focused on 
improving the operating environment for forestry in the region and 
improving the public’s awareness and image of forestry. 
 
During 2015 EWC members employed a new CEO, Prue Younger, to replace 
retiring CEO Trevor Helson.  Prue is well known in the district and is 
committed to raising the profile and image of forestry with the general 
public and local government. 
 
The EWC will continue with existing projects including; 
 

 Member’s drug and alcohol testing of the work force. 

 Annual forestry awards. 

 Participation in school career expos, organising industry and forest 
processing visits for students, teachers and parents. 

 ‘Share the Road’ Programme.  Representatives from the region’s 
major forest companies visit local schools presenting a safety message 
in regard to sharing the road with harvesting and general traffic.  This 
has been well-supported by regional trucking firms and feedback from 
schools has been excellent. 

 Lobbying local and central government for improved infrastructure 
and operating environment for the forest industry. 

 Continuation of the Eastland Port lobby group etc. 
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Eastland Rural 
Fire District 
(ERFD) 

The ERFD members are committed to maintaining forest fire protection 
until such time as the newly proposed Unified Fire Service (UFS) is formed 
and functioning. 
 
The government has passed legislation which by 2017 is supposed to 
transfer the rural fire management to a UFS.  Essentially there will be 16-20 
regions in NZ that will have elected boards to manage rural and urban fire 
and other emergency services. 
 
Our region is likely to extend from East Cape to Mt Bruce in the Waiarapa 
on the eastern side of the North Island. 
 
It is a huge job putting a UFS in place so local forest companies belonging to 
the ERFD will continue to work together until the UFS is functioning. 
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4. HEALTH & SAFETY 

 
Principal’s health 
and safety 
obligations 

Forest owners have obligations under the Health and Safety in Employment 
Act 1992 (the Act) to ensure that all persons entering their forest are advised 
of hazards and operate safely. 
 
PF Olsen Ltd ensures forest owner obligations and responsibilities are met 
with respect to this Act.  The management contract details the specific 
service level required of the forest manager.  The remaining areas of 
responsibility for the forest owner are: 
 

 Advising the forest manager of any specific forest hazards (that the 
forest manager would not be reasonably expected to know about). 
 

 Advising the forest manager of any activity initiated or approved by 
the forest owner. 

 

 Ensuring safe practice if the forest owner enters or uses the forest 
themselves. 

 
PF Olsen meets its (and the forest owner’s) health and safety management 
obligations and responsibilities, as follows: 

 Has a comprehensive Health and Safety Management System. 
 

 Ensures that any contractor engaged have a comprehensive Health 
and Safety Management System. 

 

 Employs suitably skilled, qualified and trained professionals to plan 
and manage operations in client forests. 
 

 Employs a highly competent specialist Health and Safety Manager, 
Nic Steens. 

 

 Uses formal written agreements to engage all contractors. 
 

 Engages qualified and trained contractors to undertake operations 
within client forests. 

 

 Scopes the work, identifies the hazards on the work site related to 
the operation and puts appropriate controls in place to manage these 
hazards. 

 
Continued on next page... 
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…continued  Inducts and audits its own personnel and contractors to safely 

mobilise them at commencement of operations and to monitor 
compliance during operations. 
 

 Maintains management systems to the ISO 9001:2008 standard. 
 

 Is routinely subjected to audit by external parties. 
 

 Develops and communicates safety initiatives and programmes such 
as Safety Champions, Safe Start and Zero Tolerance. 

 

 Is a member of the Safety Leadership Forum and various other safety 
committees, councils and industry groups. 

 

 Works closely with the Accident Compensation Commission, 
WorkSafe (formerly the Dept. of Labour) and Competenz on health 
and safety programmes and partnerships. 

 

 Administers a comprehensive drug and alcohol – free workplace 
programme. 

 

 Monitors and reports on key health and safety statistics. 

 



 

1 

 

PF Olsen Ltd 
PO Box 1127 | Rotorua 3040 | New Zealand 
P: 64 7 921 1010 | F: 64 7 921 1020  
E: info@pfolsen.com | www.pfolsen.com 
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Silks Audit Chartered Accountants 
PO Box 7144 
Wanganui 4541 
 

Windermere Forest 
Tree crop valuation 

 
As requested, we have assessed the fair value of the tree crop assets at Windermere forest owned 
by Windermere 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 29 February 2016 at: 
 

$4,649,000 plus GST (if any) 
 

The current productive net stocked area is estimated at 192.8 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 6.5%.  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 (2016) 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 2016” 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 2016, as achieved at the ports in Gisborne, Napier and 
Wellington.  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  4,081 

Update area 4,081 

Advance date one year 4,457 

Update yields 4,457 

Update costs 4,413 

Update log prices 4,486 

Update discount rate 4,649 

Tree crop value this year 4,649 

 
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, if any, are the result of new measurement data collected during the past year.   
 
The costs for tending, 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 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 reduced the discount rate applied in this valuation.  Evidence from recent forest 
transactions suggest that purchasers are applying lower discount rates in deriving tree crop values.   
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Harvest revenue 
Based on the assumptions adopted for the purpose of this valuation, the owner of Windermere 
forest is projected to receive a total net stumpage revenue of approximately $  8,238,000 in year 
2022.   
 
This projected stumpage revenue is expressed in 2016 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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