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The EFF Group
The parent company of the EFF Group is E.F.F. Limited 
(“Environmental Forest Farms” or “EFF”). As the 
parent company, EFF’s primary role is to oversee the 
operations of its subsidiary companies, along with 
an active role in the marketing, administration and 
investment activities of the Group.

The EFF Group has the following interests in the 
Paulownia Forestry industry:

• Through Powton Land Holdings (“PLH”), the EFF 
Group has a proven capacity to source quality land, 
suitable for commercial Paulownia plantations.

• Through Environmental Forest Farms Management 
Limited (“EFFM”), the EFF Group has established and 
managed Paulownia plantations.

• Through Environmental Forest Farms Management 
Limited, the EFF Group has an Australian Financial 
Services License enabling the Group to establish and 
manage Paulownia projects as Managed Investment 
Schemes registered with the Australian Securities and 
Investments Commission. 

• Through EFF Timber Pty Ltd t/a Highpoint Timbers 
(“EFF Timber”), the EFF Group has proven capacity 
and expertise in the processing, marketing and sale of 
Paulownia timber

• Through Forestry Finance Limited (“FFL”), the EFF 
Group has the ability to provide finance to investors 
and businesses in the forestry industry.

• Through A&N Enterprises Pty Ltd, the EFF Group 
has access to 12 Hurrell Way in Rockingham, 
currently used by EFF Timber Pty Ltd for the 
processing, marketing and sale of EFF Limited’s timber.

• The EFF Group has the financial capacity to allow the 
adoption of best silvicultural practices.

• EFF is a member of the Forest Industries Federation 
(WA) Inc and implements best practice management 
in the field of Paulownia plantations. 

Forestry Finance 
Limited

Powton Land 
Holdings Limited 

(‘PLH’)
Lessor/Land Owner

Environmental Forest 
Farms Management 

Limited (‘EFFM’)
Responsible Entity, 

Plantation Manager at 
Kiri Park & Sub-Lessor for 

the Project

EFF Timber Pty Ltd
A & N Enterprises 

Pty Ltd

Loans to Growers Kiri Park

Kiri Park Projects: 2004, 
2005, 2006, 2007, 2008, 

2009

Kiri Park Project

Kiri Park Project No. 2

Kiri Timber Trust

Timber milling and 
processing

Owner of 12 Hurrell  
Way in Rockingham

Research & 
Development

EFF Limited
(Marketing & Sales of Timber)
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Paulownia Timber

An Introduction to Paulownia Timber
Paulownia timber is a native Chinese timber and is 
grown globally in a diverse range of climatic conditions.

Paulownia are deciduous trees noted for their fast 
growth, deep rooting system, ability to utilise high levels 
of nutrients, the ability to produce quality timber for 
high end uses and suitability for plantation cultivation. 

Paulownia is a fast growing hardwood that has an 
attractive straight grain and can dry easily without 
warping. The timber weathers to a light honey colour 
and can be polished to a satin finish. It is relatively easy 
to mill, process and use, thereby increasing the range of 
marketable uses for the timber. 

Some of the unique qualities of Paulownia timber 
that make it an ideal timber for commercial plantation 
include: 

• Whilst being a hardwood timber, it is light, making it 
practical for a variety of uses;

• The timber is typically used for value-adding 
products, rather than being used for wood chipping 
or paper production;

• Paulownia is a versatile, dimensionally stable and 
durable timber that is easily worked and can be 
readily stained, polished, glued and painted;

• Paulownia timber is sound absorbent and has good 
acoustic and insulation properties;

• The timber can be dried without warping.

End Uses of Paulownia Timber
Paulownia timber is traditionally used for furniture 
making, fine cabinetwork, mouldings and panelling and 
has recently been used for blind slats, plywoods and 
veneer finishes. 

Paulownia also has sound absorbent qualities and 
insulation properties, which may assist in increasing the 
variety of uses for the timber.
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Kiri Park

Introduction
“Kiri Park” is located at Lot M1254 Hunter Road, 
Regan’s Ford, in Western Australia, and consists of 
approximately 536 hectares of land on the north 
bank of the Moore River and is located off the Brand 
Highway. Over 350 hectares of the Property is 
suitable for Paulownia plantations with approximately 
198,180 Paulownia trees already being planted and are 
maintained on the Property.

Location
Kiri Park was selected by foresters as the location 
for a Paulownia Plantation on the criteria considered 
necessary to establish, maintain and operate Paulownia 
plantations. The key factors for growing Paulownia 
timber were determined to include constant sunshine, 
ample water, sandy well drained soils, nutrients, and 
protection from severe winds. 

The Kiri Park Projects
The Kiri Park Projects have been established specifically 
for the growth, development, harvest, promotion and 
sale of Paulownia timber. 

The Kiri Park Projects combine to total approximately 
1,903 Woodlots, which have been planted and are 
managed for over 205 Growers. The projects combine 
for a total of198,180 Paulownia trees, all of which are 
managed by Environmental Forest Farms Management 
Limited (“EFFM”). 

A total of approximately 95% of the plantable land is 
under plantation, which includes the Kiri Timber Trust 
and the plantations for individual Growers under the 
Kiri Park Projects. 

The EFF Group has suspended further issues of 
Managed Investment Schemes (“MIS”) in consideration 
of the current state of the market for MIS, the general 
state of the local and the world economies and the 
influence of the Global Financial Crisis on financial 
markets generally.
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Review of Operations

Company Operations
• The Highpoint Timbers Rockingham facility scaled 

back due to consideration of the timber markets 
generally and reduced demand in the wake of poor 
economic conditions and the effects of the GFC.

• A number of Growers were terminated from the 
Kiri Park Projects due to non-payment by Growers.

Financial Performance
During the financial year the Company posted a profit 
of $133,195 after tax items (2010: loss $20,547).

The Economic Entity had a decrease in revenue from 
ordinary activities to $1,082,507 (2010: $2,376,306). 

Financial Position
The net asset position of the Company during the 
year was $5,334,526 (2010: $5,201,331), while the 
Economic Entity’s net asset position decreased to 
$5,314,370 (2010: $5,956,798). 

The Kiri Park Projects
During the financial year, the Company and the 
consolidated EFF Group continued to implement key 
strategies at the Kiri Park Property that were designed 
to benefit all of the plantations on the property. The 
primary strategies implemented during the year include:

• Pruning and Uplift of Plantation
All trees in the plantation have been assessed and 
pruned accordingly. By pruning the trees, farm managers 
can balance the tree crowns to improve growth and 
reduce stress on the trees. 

• Nutrition
Kiri Park Farm Management conduct regular leaf and 
soil nutrition analyses to determine optimum fertigation 
regimes for the plantation. This growing season 
continued to show good nutrient results as in previous 
years.

• Growth
Over the growing season the diameters of over 1,150 
trees at Kiri Park are measured on a monthly basis and 
at the end the growing season a volume analysis was 
conducted. Heights of the trees are also measured on a 
regular basis. Each years plantings is separately assessed 
for performance.

Research and Development
The Company continued its Research and 
Development program during the financial year in the 
areas of clear felling & kiln drying.

Future Developments
EFFM as the RE for the Kiri Park Projects expects to 
discontinue managing Kiri Park Projects 1 to 2005 
as a MIS and may discontinue managing Kiri Park 
Projects 2006 to 2009 depending on the number of 
terminations during the 2011/2012 financial year.
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Director’s Report
Your Directors present their Report on the Company 
and its controlled entities for the financial year ended 
30 June 2011.

Directors
The names of the Directors in office at any time during 
or since the end of the year are:
 
• Mr Sydney J. Chesson
• Mr Thomas F. Henn (Appointed)
• Mr Simon JS. Chesson (Appointed)
• Mr Geoffrey J. Coad (Resigned)
• Mr Stephen M. Campbell (Resigned)

Principal Activities & Significant Changes in Nature of 
Activities
The principal activities of the Company during the 
financial year were to oversee the operations of its 
subsidiary companies, along with an active role in the 
marketing, administration and investment activities of 
the consolidated Group.

The principal activities of the consolidated Group 
during the financial year were the management of 
Paulownia plantations and activities relating to Managed 
Investment Schemes involving Paulownia plantations.

There were no significant changes in the nature of 
these activities during the year.

Operating Results
The Company recorded a profit this year of $133,195 
(2010: loss $20,547). The net loss for the Economic 
Entity amounted to $642,429 (2010: loss $2,643,364). 

The directors wrote down the biological assets in 
consideration of the matters including:

• the growth rates appear to be less than predicted by
 the foresters;

• the price being offered for Paulownia Timber from 
China are less than the foresters predicted;

• the exchange rate of AU$ to US$ further weakened 
the Paulownia Timber prices from China.

The breakdown of the loss is shown in the notes to the 
financial amounts.

Dividends
There are no dividends to be paid or announced. The 
Company has carried profits in order to meet financial 
committments.

Review of Operations
The Directors report on some of the major 
achievements and operations of the consolidated 
Group as follows:

The Kiri Park Projects
The Company and the consolidated Group spent 
considerable funds on the Kiri Park Projects and 

at the Kiri Park Property. The consolidated Group 
continued to manage and operate the Kiri Park 
Projects in accordance with best practice silvicultural 
methodologies.

Significant Changes in the State of Affairs
The following significant changes in the state of the 
Company’s affairs occurred during the financial year :

•  A severe slowdown in the rate and promptness 
of payment by Growers in the Kiri Park Projects.

• A reduction in demand for timber sold by EFF 
Timber.

Provision for Doubtful Debts 
The company made provisions for Doubtful Debts in 
relation to loans that were being pursued with legal 
proceedings. Doubtful Debts provisions were also 
made for lease and managment fees that were being 
pursued by legal proceedings.

Company Personnel 
The Company’s Directors, management, employees 
and consultants, remain firmly focused on achieving 
the commercial objectives of the consolidated EFF 
Group. All activities are performed with diligence and 
enthusiasm, and the Company is very appreciative 
of the persistent and tireless efforts of all personnel 
involved in furthering the growth and development of 
the Company.

Current Position
EFFM
There is a lot of uncertainty in the world at the current 
time.  The large MIS forestry schemes vaunted as being 
the future of forestry and the leading initiatives in the 
world have all collapsed in the circumstances of Global 
Financial Crisis (“GFC”), under the weight of large 
rounds of bank debt.

Factors affecting the viability of the Schemes that EFFM 
is the RE for include:

• slower than expected growth rates of Paulownia
 at Kiri Park;

• a lower than expected recovery of rough sawn 
timber from harvests carried out across 
plantations managed by the RE;

• a competitive timber market in which prices have 
dropped below base levels used for projections in 
1999/2000;

• a general negative outlook in the major world 
economies as a result of the GFC;

• a recent growth in the value of the AU$ to levels 
above US$1.07 verses projections made at 
US$0.55 cents;

• a severe slowdown in the rates and promptness 
of payment by Growers in the Schemes;
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Director’s Report
•   increase in operating costs and costs associated     

with harvesting and milling;

•   reduction of number of Growers in the Schemes. 

•   ATO declined to extend some of the Product     
     Rulings for some of the Schemes.       

The following is a summary of the terminations in each 
of the Projects:

Kiri Park Project:

Kiri Park Project No.2:

Kiri Park Projects:

EFF Timber
Due to a number of the factors listed above, EFF 
Timber has also been affected with a slowdown in 
sales and the scale back of production.

Significant After Balance Date Events 

The following significant after balance date events have 
occurred:

• Collection of Annual Lease and Management 
fees has been difficult.

Apart from those mentioned above there have been 
no significant events after reporting date.

Future Developments
EFFM as the RE for the Kiri Park Projects expects to 
discontinue managing Kiri Park Projects 1 to 2005 
as a MIS and may discontinue managing Kiri Park 
Projects 2006 to 2009 depending on the number of 
terminations during the 2011/2012 financial year.

Environmental Issues
The Company currently meets all development and 
operational conditions associated with the Company’s 
operations.

Information on Directors
At the date of this Annual Report, the Board 
of Directors have not established any specialist 
committees to take on specific roles and duties of the 
Board. As such, there are no special responsibilities 
assigned to any one Director. 

The following information is provided in relation to the 
Directors of the Company.

Sydney Chesson  
M.B.A, C.RE.M, C.S.M, F.A.I.C.D

Chairman
Mr Chesson has been awarded a Master of Business 
Administration degree from the University of Notre 
Dame, where he was admitted to the Vice Chancellors 
list for academic excellence. He is a licensed real estate 
agent and business broker, and a licensed real estate 
agent and a licensed finance broker. He has extensive 
experience in importing and exporting, production 
and manufacturing.  He has over 25 years experience 
in real estate and over 35 years experience in business 
and commercial activities. 

As a Fellow of the Australian Institute of Company 
Directors, Mr Chesson has considerable experience 
as a Director of listed and unlisted public companies, 
unlisted property trusts, and several private companies.

Mr Chesson is also the Chairman of Environmental 
Forest Farms Management Limited, Powton Land 
Holdings Limited and Forestry Finance Limited, EFF 
Timber Pty Ltd and A&N Enterprises Pty Ltd

No. of 
Woodlots

No. of 
Grow-

ers

Original Woodlots/Growers 739 303

Reason for Withdrawal

Compulsory termination for 
failure to pay

594.50 245

Voluntary Termination 69 26

Total Withdrawals 663.5 271

Growers remaining in Scheme 75.5 32

Percentage Remaining 10.23% 10.56%

No. of 
Woodlots

No. of 
Growers

Original Woodlots/Growers 306 205

Reason for Withdrawal  

Compulsory termination of 
Growers

237 159

Voluntary Termination of Growers 23 15

Total Withdrawal 260 174

Growers remaining in Scheme 46 31

Percentage Remaining 15.32% 15.12%

No. of 
Woodlots

No. of 
Growers

Original Woodlots/Growers 858 186

Reason for Withdrawal

Compulsory termination for 
failure to pay

1 1

Voluntary Termination 15 6

Total Withdrawals 16 7

Growers remaining in Scheme 842 173

Percentage Remaining 98.14% 93.01%

Non-paying Growers 605 108

Percentage Non-paying Growers 70.51% 58.07%
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Director’s Report

Simon Chesson (Appointed 14 February 2011)
M.B.A (UWA), CPA, CFP, B.Comm, C.S.M, F Fin

Director
Mr Simon Chesson has been awarded the degrees of 
Master of Business of Administration, and a Bachelor 
of Commerce. He is a qualified Certified Practising 
Accountant, a qualified Certified Financial Planner, and a 
Fellow of the Financial Services Institute of Australasia

Mr Simon Chesson has over 15 years experience in 
business, accounting, and the property industry. He 
has extensive experience as a Director and company 
secretary of numerous public and private companies.
Mr Simon Chesson is also a Director of E.F.F. Limited, 
Forestry Finance Limited, Powton Land Holdings Limited 
and other subsidiaries of E.F. F. Limited.

Thomas Henn (Appointed 21 January 2011) 
GAICD, FTIA, TEP, MTax, LLB (UWA),  LLB (Munich)

Director
Before emigrating from Germany to Australia in the mid 
90s,  Mr Henn practiced as a lawyer in Munich. After 
finishing a law degree in Australia, Mr Henn has worked 
for a Big 4 Accounting Firm and various law firms in 
Perth in tax and commercial law. He is now Head of Tax 
and Superannuation at HHG Legal Group.

He was Managing Director of one of the first listed 
Australian Law Firm.

Mr Henn has a Master of Taxation from the University 
of Western Australia and a Bachelor of Laws Degree. 
He is a Graduate Member of the Australian Institute 
of Company Directors and a Fellow of the Taxation 
Institute of Australia. He has lectured for years taxation 
at various Universities in Western Australia.

Mr Thomas Henn is also a Director of E.F.F. Limited, 
Forestry Finance Limited, Powton Land Holdings Limited 
and other subsidiaries of E.F. F. Limited.

Geoffrey Coad (Resigned 5 January 2011)
M.Phil, L.L.B, G.A.I.C.D

Stephen Campbell (Resigned 13 December 2010)
Dip AII, Dip FS

Directors’ Meetings
During the year, the following number of meetings of 
Directors were held and attended:

 Director Eligible to Attend No. Attended

 Sydney Chesson 4 4

 Thomas Henn 3 3

 Simon Chesson 4 4

 Geoffrey Coad 1 1

 Stephen Campbell 1 1

Directors’ Remuneration
Disclosure relating to Directors’ and Executive Officers’ 
remuneration has been included in Note 23 of this 
Annual Report.

Indemnifying Officers
The Company has not, during or since the financial 
year, in respect of any person who is or has been an 
officer or auditor of the Company or of a related body 
corporate:

• Indemnified or made any relevant agreement for 
indemnifying against a liability, including costs and 
expenses in successfully defending legal proceedings; or

• Paid or agreed to pay a premium in respect of a 
contract insuring against a liability for the costs or 
expenses to defend legal proceedings.

Interests of Directors
At the date of this Report, Directors held the following 
interest in ordinary shares.

The total percentage of shares held by the Directors is 
39% of the total ordinary shares on issue.

Options
The Company does not have any options on issue.

  Direct Indirect
 Director Shareholding Shareholding Total

 Sydney Chesson Nil 55,094 55,094

 Thomas Henn Nil 544 544

 Simon Chesson Nil 55,453 55,453

 TOTAL Nil  111,091 111,091
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 Economic Entity  The Company

  30 June 2011 30 June 2010 30 June 2011 30 June 2010 
 Notes $ $ $ $

Revenue from ordinary activities
Revenue Income 2 (a) 1,082,507 2,376,306 663,644 726,658

Expenses
Administration Expenses  (1,560,002) (2,535,582) (420,795) (557,203)

Borrowing costs and Interest Expenses 2 (b) (280,133) (277,700) (52,570) (76,191)

Total Expenses Incurred  (1,840,134) (2,813,282) (473,365) (633,394)

Profit/(Loss) from Ordinary
Activities before Income Tax  (757,628) (436,976) 190,279 93,263

Other comprehensive income
Net loss on Revaluation of Biological Assets  - (3,177,471) - (214,577)

Total other comprehensive income  - (3,177,471) - (214,577)

Income Tax (Expense)/Benefit 3 115,198 971,082 (57,084) 100,767

Net Profit/Loss  (642,429) (2,643,364) 133,195 (20,547)

Profit/(Loss) after Income Tax 
Attributable to Members  (642,429) (2,643,364) 133,195 (20,547)

The above statements of comprehensive income is to be read in conjunction with the attached notes.

E.F.F. Limited and its Controlled Entities
ACN 077 014 594

Statements of Comprehensive Income
for the Period 1 July 2010 to 30 June 2011
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 Economic Entity  The Company

  30 June 2011 30 June 2010 30 June 2011 30 June 2010 
 Notes $ $ $ $

Current Assets
Cash and cash equivalents 4 141,437 403,240 24,165 504
Trade and other receivables 5 2,133,365 1,671,362 60,620 11,915
Inventories 6 507,149 653,711 - -
Other financial assets 7 103 103 - -
Total Current Assets  2,782,054 2,728,415 84,785 12,420

Non-current Assets
Receivables 5 1,002,185 1,972,991 - -
Investments 8 - - 6,291,501 7,291,501
Property, plant & equipment 9 8,006,668 8,234,681 34,149 39,388
Biological assets 10 772,661 995,953 - -
Intangible assets 11 7,936 7,936 - -
Deferred tax assets 12 169,782 504,540 - -
Inter-company Loans 14 - - 1,167,065 (189,427)

Total Non-current Assets  9,959,231 11,716,101 7,492,715 7,141,462

Total Assets  12,741,285 14,444,516 7,577,500 7,153,882

Current Liabilities
Trade creditors and other payables 13 2,427,585 2,261,685 2,065,371 1,793,619
Interest bearing liabilities 15 - - - -
Unearned income 16 772,103 1,889,054 - -
Income tax 17 232,781 256,360 85,888 46,953
Total Current Liabilities  3,432,469 4,407,098 2,151,258 1,840,572

Non-current Liabilities
Interest bearing liabilities 15 2,500,990 2,501,319 91,716 111,979
Deferred tax liabilities 17 1,493,455 1,579,301 - -
Total Non-current Liabilities  3,994,445 4,080,621 91,716 111,979

Total Liabilities  7,426,914 8,487,719 2,242,974 1,952,551

Net Assets  5,314,370 5,956,798 5,334,526 5,201,331

Equity
Contributed Equity 18 5,647,603 5,647,603 5,647,603 5,647,603
Retained Profits/(Accumulated Losses) 19 (4,095,127) (3,452,699) (313,077) (446,272)
Asset Revaluation Reserve 20 3,761,893 3,761,893 - -
Parent Entity Interest  5,314,370 5,956,798 5,334,526 5,201,331

Total Equity  5,314,370 5,956,798 5,334,526  5,201,331

The above statments of financial position should be read in conjunction with the accompanying notes.

E.F.F. Limited and its Controlled Entities
ACN 077 014 594

Statements of Financial Position
as at 30 June 2011
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                                                                                                Economic Entity                 The Company

                        30 June 2011      30 June 2010        30 June 2011       30 June 2010  
                                Notes              $                       $                        $                         $
 

Revaluation of property, plant & equipment                 28        -            (1,291,154) -      -

Income and expenses recognised directly in equity                           -             (1,291,154)                      -      -                   

Profit for the year                     (642,429)         (2,643,364)           133,195         (20,547)

Total recognised income and expense for the year                     (642,429)       (3,934,518)           133,195          (20,547)

Attributable to:
Equity holders of company                     (642,429)        (3,934,518)           133,195         (20,547)

Total recognised income and expense for the year                   (642,429)        (3,934,518)           133,195         (20,547)
 

The above statments of recognised income and expense should be read in conjunction with the accompanying notes.

E.F.F. Limited and its Controlled Entities
ACN 077 014 594

Statements of Recognised Income & Expense
as at 30 June 2011
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 Economic Entity  The Company

  30 June 2011 30 June 2010 30 June 2011 30 June 2010 
 Notes $ $ $ $

Cash flows from operating activities
Cash receipts from customers  1,806,310 2,824,888 614,937 1,154,627
Cash payments to suppliers and employees  (2,713,791) (3,223,115) (104,870) 162,058
Net Taxes (paid)/received  (39,596) 892,738 (57,084) 985
Interest received  117,266 230,294 2 36
Interest and cost of finance paid  (248,145) (255,548) (52,570) (76,191)

Net cash flows used in operating activities 26 (1,077,956) 469,257 400,415 1,241,514

Cash flows from investing activities
Payment for property plant and equipment  31,716 (250,269) - (1,002) 
Purchase of Investments  - - (1,000,000) -
Purchase of Stock  146,562 (174,194) - -

Net cash flows used in investing activities  178,279 (424,463) 1,000,000 (1,002)

Cash flows from financing activities
Growers loan repayment  - - - -
Proceeds from borrowings  637,874 (133,390) (20,263) (192,200)
Proceeds from issue of shares  - - - -
Repayment of inter company loans  - - (1,356,492) (1,075,386)

Net cash flows used in financing activities  637,874 (133,390) (1,376,755) (1,267,586)

Net increase/(decrease) in cash held  (261,803) (88,595) 23,660 (27,074)

Cash at the beginning of financial year  403,240 491,834 504 27,578

Cash at the end of financial year 4 141,437 403,240 24,165 504

The above statements of cashflow is to be read in conjunction with the attached notes

E.F.F. Limited and its Controlled Entities
ACN 077 014 594

Statements of Cash Flows
for the Period 1 July 2010 to 30 June 2011
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1. Statement of Significant Accounting Policies

Basis of preparation
The financial report is a general purpose financial 
report that has prepared in accordance with Australian 
Accounting Standards, including Australian Accounting 
Interpretations, other authoritative pronouncements 
of the Australian Accounting Standards Boards and the 
Corporations Act 2001.

Australian Accounting Standards set out accounting 
policies that the AASB has concluded would result 
in a financial report containing relevant and reliable 
information about transactions, events and conditions. 
Compliance with Australian Accounting Standards 
ensures that the financial statements and notes 
also comply with International Financial Reporting 
Standards. Material accounting policies adopted in 
the preparation of this financial report are presented 
below and have been consistently applied unless 
otherwise stated.

The financial report covers the consolidated group of 
E.F.F Limited and controlled entities, and E.F.F. Limited 
as an individual parent company. E.F.F. Limited is an 
unlisted public company, incorporated and domiciled 
in Australia. Its registered office is Level 1 AustAsia 
House, 412-414 Newcastle Street, West Perth WA 
6005.

The financial report of E.F.F. Limited and its controlled 
entities, and E.F.F. Limited as an individual parent entity 
comply with all International Financial Reporting 
Standards (IFRS) and their entirety.

The following is a summary of the material accounting 
policies adopted by the consolidated group in the 
preparation of the financial report. The accounting 
policies have been consistently applied, unless 
otherwise stated.

The accounting policies set out below have been 
consistently applied to all years presented.

Accounting Policies

(a) Reporting Basis and Conventions
The financial report has been prepared on an accruals 
basis and is based on historical costs modified by the 
revaluation of selected non-current assets, financial 
assets and financial liabilities for which the fair value basis 
of accounting has been applied.

(b) Principles of Consolidation
A controlled entity is any entity E.F.F. Limited has the 
power to control the financial and operating policies of 
so as to obtain benefits from its activities.

A list of controlled entities is contained in Note 8 of 
the financial statements. All controlled entities have a 
June financial year-end.

All inter-company balances and transactions between 
entities in the consolidated group, including any 
unrealized profits or losses, have been eliminated on 
consolidation.  Accounting policies of subsidiaries have 
been changed when necessary to ensure consistencies 
with those policies applied by the parent entity.

Where controlled entities have entered or left the 
consolidated group during the year, their operating 
results have been included/excluded from the date the 
control was obtained or until the date control ceased. 
Minority equity interests in the equity and results of 
the entities that are controlled are shown as a separate 
item in the consolidated financial report.

(c) Income Tax
The income tax expense (revenue) for the year 
comprises current income tax expenses (income) and 
deferred tax expense (income).

Current income tax expense charged to the profit or 
loss is the tax payable on taxable income calculated us-
ing applicable income tax rates enacted, or substantially 
enacted, as at reporting date. Current tax liabilities (as-
sets) are therefore measured at the amounts expected 
to be paid to (recovered from) the relevant taxation 
authority.

Deferred income tax expense reflects movements in 
deferred tax asset and deferred tax liability balances 
during the year as well unused tax losses.

Current and deferred income tax expense (income) 
is charged or credited directly to equity instead of the 
profit or loss when the tax relates to items that are 
credited or charged directly to equity.

Deferred tax assets and liabilities are ascertained based 
on temporary differences arising between the tax bas-
es of assets and liabilities and their carrying amounts in 
the financial statements. Deferred tax assets also result 
where amounts have been fully expensed but future 
tax deductions are available. No deferred income tax 
will be recognised from the initial recognition of as as-
set or liability, excluding a business combination, where 
there is no effect on accounting or taxable profit or 
loss.

Deferred tax assets and liabilities are calculated at the 
tax rates that are expected to apply to the period 
when the asset is realised or the liability is settled, 
based on tax rates enacted or substantively enacted 
at reporting date. Their measurement also reflects 
the manner in which management expects to recover 
or settle the carrying amount of the related asset or 
liability.

Notes to the financial statements
For the Period 1 July 2010 to 30 June 2011

E.F.F. Limited and its Controlled Entities

ACN 077 014 594
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Deferred tax assets relating to temporary differences
and unused tax losses are recognised only to the extent 
that it is probable that future taxable profit will be avail-
able against which the benefits of the deferred tax asset 
can be utilised.

Where temporary differences exist in relation to invest-
ments in subsidiaries, branches, associates, and joint ven-
tures, deferred tax assets and liabilities are not recog-
nised where the timing of the reversal of the temporary 
difference can be controlled and it is not probable that 
the reversal will occur in the foreseeable future.

Current tax assets and liabilities are offset where a le-
gally enforceable right of set-off exists and it is intended 
that net settlement or simultaneous realisation and 
settlement of the respective asset and liability will occur. 
Deferred tax assets and liabilities are offset where a 
legally enforceable right of set-off exists, the deferred 
tax assets and liabilities relate to income taxes levied by 
the same taxation authority on either the same taxable 
entity or different taxable entities where it is intended 
that net settlement or simultaneous realisation and set-
tlement of the respective asset and liability will occur in 
future periods in which significant amounts of deferred 
tax assets or liabilities are expected to be recovered or 
settled.

(d) Inventories
Inventories are measured at the lower of cost or net 
realizable value. The cost of manufactured products 
includes direct materials, direct labour and an 
appropriate portion of variable and fixed overheads. 
Overheads are applied on the basis of normal operating 
capacity. Costs are assigned on the basis of weighted 
average costs. 

The cost of stocks includes direct materials, direct 
labour, transportation costs and variable and fixed 
overhead costs relating to forestry activities.

(e) Property, Plant and Equipment
Each class of property, plant and equipment is carried at 
cost or fair value less, where applicable, any accumulated 
depreciation and impairment losses.

Property
Freehold land and buildings are shown at their fair 
value (being the amount for which an asset could be 
exchanged between knowledgeable willing parties in 
an arm’s length transaction), based on a periodic, but 
at least triennial, valuations by external independent 
valuations by external independent valuers, less 
subsequent depreciation for buildings.

Any accumulated depreciation at the date the date 
of revaluation is eliminated against the gross carrying 
amount of the asset and the net amount is restated to 
the re-valued amount of the asset.

Plant and Equipment
Plant and equipment are measured on the cost basis.

The carrying amount of plant and equipment is 
reviewed annually by directors to ensure it is not in 
excess of the recoverable amount from these assets. 
The recoverable amount is assessed on the basis of 
the expected net cash flows that will be received from 
the assets employment and subsequent disposal. The 
expected net cash flows have been discounted to their 
present values determining recoverable amounts.

The cost of fixed assets constructed within the 
economic entity includes the cost of materials direct 
labour, borrowing costs and an appropriate proportion 
of fixed and variable overheads.

Subsequent costs are included in the asset’s carrying 
amount or recognized as a separate asset, as 
appropriate, only when it is probable that future 
economic benefits associated with the item will flow to 
the group and the cost of the item can be measured 
reliably during the financial period in which they are 
incurred.

Depreciation
The depreciable amount of all fixed assets including 
building and capitalized lease assets, but excluding 
freehold land, is depreciated on a straight line basis over 
their useful lives to the economic entity commencing 
from the time the asset is held ready for use. Leasehold 
improvements are depreciated over the shorter 
of either the unexpired period of the lease of the 
estimated useful lives of the improvements.

The depreciation rates used for each class of 
depreciable assets are:

 Class of Fixed Asset Depreciation Rate

 Building 2%

 Leasehold Improvements 4 - 5%

 Plant and Equipment 5 - 33%

 Plant and Equipment Leased 
10 - 20% to External Parties

 Leased Plant and Equipment 15%

The assets residual values and useful lives are reviewed, 
and adjusted if appropriate, at each balance sheet date.

An asset’s carrying amount is written down immediately 
to its recoverable amount if the asset’s carrying amount 
is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by 
comparing proceeds with the carrying amount. These 
gains and losses are included in the income statement. 

E.F.F. Limited and its Controlled Entities
ACN 077 014 594

Notes to Financial Statements
as at 30 June 2011
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When revalued assets are sold, amounts included 
in the revaluation reserve relating to that asset are 
transferred to retained earnings.

(f) Leases
Leases of fixed assets where substantially all the risks 
and benefits incidental to the ownership of the asset, 
but not the legal ownership that are transferred to 
entities in the economic entity are classified as finance 
leases.

Finance leases are capitalized by recording an asset and 
a liability at the lower of the amounts equal to the fair 
value of the leased property or the present value of 
the minimum lease payments, including any guaranteed 
residual values. Lease payments are allocated between 
the reduction of the lease liability and the lease interest 
expense for the period. 

Leased assets are depreciated on a straight line basis 
over the shorter of their estimated useful lives or the 
lease term.

Lease payments for operating leases, where 
substantially all the risks and benefits remain with the 
lessor, are charged as expenses in the periods in which 
they are incurred.

Lease incentives under operating leases are recognized 
as a liability and amortised on a straight line basis over 
the life of the lease term.

(g) Cash and Cash Equivalents
Cash and cash equivalents includes cash on hand, 
deposits held at call with banks, other short-term highly 
liquid investments with original maturities of three 
months or less, and bank overdrafts. Bank overdrafts 
are shown within short term borrowings in current 
liabilities on the balance sheet. 

(h) Financial Instruments
Financial instruments are measured initially at cost 
on trade fate, which includes transaction costs, when 
the related contractual rights or obligations exist. 
Subsequent to initial recognition these instruments are 
measured as set out below.

Financial assets at fair value through profit and loss
A financial asset is classified in this category if 
acquired principally for the purpose of selling in the 
short term, or if so designated by management and 
within the requirement of AASB139: Recognition and 
Measurement of Financial Instruments. Derivatives are 
also categorized as held for trading unless they are 
designated as hedges. Realised and unrealized gains and 
losses arising from changes in fair value of these assets 
are included in the income statement in the period in 
which they arise.

Loans and receivables
Loans and receivables are non-derivative financial 
assets with fixed or determinable payments that are 
not quoted in an active market and are subsequently 
measured at amortised cost.

Held to maturity investments
These investments are non-derivative financial assets 
that are either no suitable to be classified into other 
categories of financial assets that have fixed maturities 
and fixed or determinable payments, and it is the 
company’s intention to hold these investments to 
maturity. They are subsequently measured at amortised 
cost.

Available for sale financial assets
Available for sale financial assets are non-derivative 
financial assets that are either not suitable to be 
classified into other categories of financial assets due 
to their nature, or they are designated as such by 
management. They comprise investments in the equity 
of other entities where there is neither a fixed maturity 
nor fixed or determinable payments.

Financial liabilities
Non-derivative financial liabilities are subsequently 
measured at amortised cost.

Derivative instruments
Derivative instruments are measured at fair value. 
Gains and losses arising from changes in fair value 
are taken to the income statement unless they are 
designated as hedges.

Fair value
Fair value is determined based on current bid prices 
for all quoted investments. Valuation techniques are 
applied to determine the fair value for all unlisted 
securities, including recent arm’s length transactions, 
reference to similar instruments and option pricing 
models.

Impairment
At each reporting date, the consolidated entity reviews 
the carrying values of its tangible and intangible assets 
to determine whether there is any indication that 
those assets have been impaired. If such an indication 
exists, the recoverable amount of the asset, being 
the higher of the asset’s fair value less costs to sell 
and value in use, is compared to the asset’s carrying 
value. Any excess of the asset’s carrying value over 
its recoverable amount is expensed to the income 
statement.

At each reporting date, the group reviews the carring 
values of its tangible assets to determine whether 
there is any indication that those assets have been 
impaired. If such an indication exists, the recoverable 

E.F.F. Limited and its Controlled Entities
ACN 077 014 594
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amount of the asset, being the higher of the asset’s fair 
value less costs to sell and value in use, is compared 
to the asset’s carrying value. Any excess of the asset’s 
carrying value over its recoverable amount is expensed 
to the income statement.

Impairment testing is performed annually for goodwill 
and intangible assets with indefinite lives.

Where it is not possible to estimate the recoverable 
amount of an individual asset, the group estimates the 
recoverable amount of the cash generating unit to 
which the asset belongs.

(i) Investments in Associates
Investments in associate companies are recognised in 
the financial statements by applying the equity method 
of accounting. The equity method of accounting 
recognised the group’s share of post-acqusition 
reserves of its associates.

(j) Intangibles
Goodwill
Goodwill and goodwill on consolidation are initially 
recorded at the amount by which the purchase 
price for a business or for an ownership interest in 
a controlled entity exceeds the fair value attributed 
to its net assets at date of acquisition. Goodwill on 
acquisitions of subsidiaries is included in intangible 
assets. Goodwill on acquisition of associates is included 
in investments in associates. Goodwill is tested annually 
for impairment and carried at cost less accumulated 
impairment losses. Gains and losses on the disposal 
of an entity include the carrying amount of goodwill 
relating to the entity sold.

Patents and trademark
Patents and trademarks are recognised at cost of 
acquisition. Patents and trademarks have a finite 
life and are carried at cost less any accumulated 
amortisation and any impairment losses.  Patents and 
trademarks are amortised over their useful life ranging 
from 15 to 20 years.

Research and development
Expenditure during the research phase of a 
project is recognised as an expense when incurred. 
Development costs are capitalised only when technical 
feasibility studies identify that the project will deliver 
future economic benefits and these benefits can be 
measured reliably.

Development costs have a finite life and are amortised 
on a systematic basis matched to the future economic 
benefits over the useful life of the project.

(k) Cash and Cash Equivalents
Cash and cash equivalents include cash on hand, 
deposits held at call with banks, other short-term highly 
liquid investments with original maturities of three 
months or less, and bank overdrafts. Bank overdrafts 

are shown within short-term borrowings in current 
liabilities on the balance sheet.

(l) Revenue
Revenue is measured at the fair value of the 
consideration received or receivable after taking into 
account any trade discounts and volume rebates 
allowed. Any consideration deferred is treated as 
the provision of finance and is discounted at a rate 
of interest that is generally accepted in the market 
for similar arrangements. The difference between the 
amount initially recognised and the amount ultimately 
received is interest revenue.

Revenue from the sale of goods is recognised at the 
point of delivery as this corresponds to the transfer of 
significant risks and rewards of ownership of the goods 
and the cessation of all involvement in those goods.

Interest revenue is recognised using the effective 
interest rate method, which, for floating rate financial 
assets, is the rate inherent in the instrument. Dividend 
revenue is recognised when the right to receive a 
dividend has been established.

All revenue is stated net of the amount of goods and 
services tax (GST).

(m) Borrowing Costs
Borrowing costs directly attributable to the acquisition,  
construction or production of assets that necessarily 
take a substantial period of time to prepare for their 
intended use or sale, are added to the cost of those 
assets, until such time as the assets are substantially 
ready for their intended use of sale.

All other borrowing costs are recognised in  income in 
the period in which they are incurred.

(n) Financial Guarantees
Financial guarantees contracts are measured at their 
fair values initially and subsequently measured at the 
higher of:
- the amount of obligation under the contract, as 
determined in accordance with AASB 137: Provisions, 
Contingent Liabilities and Contingent Assets; or
- the amount recognised initially less cumulative 
amortisation recognised in accordance with revenue 
recognition policies.

The fair value of financial guarantee contracts has been 
assessed using a probability weighted discounted cash 
flow approach. The probability has been based on:
- the likelihood of the guaranteed party defaulting in a 
year period;
- the proportion of the exposure that is not expected 
to be recovered due to the guaranteed party 
defaulting;
and
- the maximum loss exposed if the guaranteed party 
were to default.
Changes in the accounting policy during the year for 

E.F.F. Limited and its Controlled Entities
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the group are described in detail in Note 31.

(o) Payables 
The management agreement states that the manager is not 
to be remunerated until the fees are received by the Scheme. 
As a result, a corresponding payable is not recognised in note 
6 to the financial statements.

(p) Goods and Services Tax
Revenues, expenses and assets are recognized net of the 
amount of GST, except where the amount of GST incurred 
is not recoverable from the Australian Tax Office. In these 
circumstances the GST is recognized as part of the cost of 
acquisition of the asset or as part of the cost of acquisition 
of the asset or as part of an item of the expense. Receivables 
and payables in the balance sheet are shown inclusive of GST.

Cash flows are presented in the cash flow statement on a 
gross basis, except for the GST component of investing and 
financing activities, which are disclosed as operating cash 
flows.

(q) Comparative Figures
When required by Accounting Standards, comparative figures 
have been adjusted to conform to changes in presentation 
for the current financial year.

(r) Provisions
Provisions are recognised when the company has a legal or 
constructive obligation, as a result of past events, for which it 
is probable that an outflow of economic benefits will result 
and that outflow can be reliably measured.

(s) Employee Benefits
Provision is made for the company’s liability for employee 
benefits arising from services rendered by employees to 
balance date. Employee benefits that are expected to be 
settled within one year have been measured at the amounts 
expected to be paid when the liability is settled. Employee 
benefits payable later than one year have been measured at 
the present value of the estimated future cash outflows to 
be made for those benefits. Those cashflows are discounted 
using market yeilds on national government bonds with 
terms to maturity that match the expected timing of 
cashflows.

E.F.F. Limited and its Controlled Entities
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 Economic Entity  The Company

  30 June 2011 30 June 2010 30 June 2011  30 June 2010 
  $ $ $ $

2(a) Profit/(Loss) from Ordinary Activities
Plantation Management Fee  981,200 1,701,170 120,000 120,000
Management Fees - Other  264 22,847 60,000 60,000
Marketing Costs - Others  - -  12,805 -
Marketing Costs Charged to EFFM  - - - 240,000
FFL Application Fees  - - 365,048 171,500
Seedling, Tree & Timber Sales  46,142 178,488 - -
Woodlot Project Fees  51 40,377 - -
Interest Income  117,351 230,297 2 36
Other Income  28,734 41,493 - 1,000
Net Increment/(Decrement) in Value of 
Plantation*  (223,293) - - -
Diesel Fuel Rebate  26,269 27,511 - -
R&D Tax Concession  105,788 134,122 105,788 134,122

Total Operating Revenue  1,082,507 2,376,306 663,644 726,658

*Note: Please read in conjunction with Note 28

(b) Borrowing Costs and Interest Expenses
Interest Expenses  280,133 277,700 52,570 76,191

Total Borrowing Costs and Interest Expenses 280,133 277,700 52,570 76,191

Depreciation of non current assets
Property plant and equipment  133,437 170,568 5,239 6,616
Amortisation of leased assets  62,861 87,145 - -
Total depreciation and amortisation  196,298 257,713 5,239 6,616

3 Income Tax Expense
The prima facie income tax payable on
operating profit/(loss) is reconciled to 
the income tax provided as follows:

Prima facie income tax payable on 
operating profit/(loss) at 30%  (115,199) (971,082) 57,084 (100,767)

Income Tax Expense/(Benefit) Attributable 
to operating Profit  (115,199) (971,082) 57,084 (100,767)

Balance of franking account  1,018,521 1,018,521 35,996 35,996
Converted to current method  436,509 436,509 15,427 15,427

Tax losses not recognised as a 
Future income tax benefit  (601,000) (601,000) 86,789 86,789
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E.F.F. Limited and its Controlled Entities
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Notes to Financial Statements
as at 30 June 2011

 Economic Entity  The Company

  30 June 2011 30 June 2010 30 June 2011  30 June 2010 
  $ $ $ $

4 Cash and Cash Equivalent
Cash and Cash equivalents  141,437 403,240 24,165 504
The above figures are reconciled to cash at the end
of the financial year as shown in the cash flow
Statement as follows:
Cash on hand  2,132 1,018 400 400
Cash at bank  139,305 402,222 23,765 104
Cash and cash equivalents  141,437 403,240 24,165 504
Overdraft  - - - (36,030)
Balance as per cashflow statement  141,437 403,240 24,165 (35,526)
  
5 Receivables
Current
Trade Debtors  464,466 364,257 - -
Growers Loans  127,835 122,151 - -
Less: Provision for Doubtful Debts  (337,721) (812,581) - -
Growers Maintenance and Lease Fees  967,516 1,584,115 -
Prepaid Expenses  96,621 68,124 - -
Prepayment and Refundable Deposit  1,360 1,860 - -
R&D Tax Concession Receivable  105,788 - 105,788 -
Provision for Income Tax  707,501 343,436 (45,168) 11,915

Total Current Trade Debtors and Other Receivables 2,133,365 1,671,362 60,620 11,915

Non Current
Growers Loans (*)  947,661 1,918,467 - -
Prepayment and Refundable Deposit  54,523 54,523 - -

Total Non Current Trade Debtors 
and Other Receivables  1,002,185 1,972,991 - -

6 Stock on Hand
Stock  507,149 653,711 - -

Total Stock on Hand  507,149 653,711 - -
  
7 Other Financial Assets
Withholding tax  103 103 -
 
Total Other Financial Assets  103 103 - -

8 Investments
Non Current
Kiri Timber Investment Units*  - - - -
Shares in Controlled Entities at Cost  - - 6,291,501 7,291,501

Total Investments  - - 6,291,501 7,291,501

*Note: Due to reclassification of Kiri Timber Investment units it is now classified as Biological assets in Note 10.
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 Controlled Entity
  Principal Activities Interest of Economic Entity Book Value of Parent
    Entity Investment

 2011 2010 2011 2010
 % % $ $

Beenyup Forest Farms Pty Ltd Plantation Owner 100% 100% 212,116 212,116

Environmental Forest Farms Plantation Manager 100% 100% 1,000,000 1,000,000
Management Limited

Powton Land Holdings Limited Leasing Land, Financing 100% 100% 3,000,000 4,000,000

Forestry Finance Limited Financing 100% 100% 2,051,000 2,051,000

EFF Timber Pty Ltd Timber Processing 100% 100% 2 2

A&N Enterprises Pty Ltd Property Owner 100% 100% 2 2

Heritage Paulownia Forests
Project No. 1 Plantation Owner 100% 100% 28,385 28,385

Kiri Timber Trust Unit Holder 98% 98% - -

     6,291,505 7,291,505

All companies are incorporated in Australia.

The interest of the Economic Entity is solely in Fully Paid Ordinary Shares in each subsidiary.

E.F.F. Limited and its Controlled Entities
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 Economic Entity  The Company

  30 June 2011 30 June 2010 30 June 2011  30 June 2010 
  $ $ $ $

9 Plant, Property and Equipment
Plant and equipment - at cost  457,273 454,554 79,910 79,910
Less: Accumulated depreciation  (388,451) (366,183) (78,195) (77,611)
      
Total  68,822 88,371 1,715 2,299

Motor Vehicles - at cost  36,841 36,841 10,750 10,750
Less: Accumulated depreciation  (21,667) (14,082) (10,557) (10,461)

Total  15,174 22,759 193 289
  
Office Equipment - at cost  70,100 70,100 58,098 58,098
Less: Accumulated depreciation  (62,025) (60,161) (55,383) (54,465)

Total  8,075 9,939 2,715 3,633

Leasehold Improvements - at cost  194,474 194,474 44,608 44,608
Less: Accumulated depreciation  (135,709) (132,430) (35,111) (33,692)

Total  58,765 62,044 9,497 10,916

Laboratory equipment - at cost  24,070 24,070 24,070 24,070 
Less: Accumulated depreciation  (22,760) (22,322) (22,760) (22,322)
   
Total  1,310 1,748 1,310 1,748

Land and Buildings - at cost  7,385,282 7,419,716 21,186 21,186
Disposal  - - - -
Less: Accumulated depreciation  (89,742) (78,083) (5,314) (4,479)

Total  7,295,540 7,341,632 15,872 16,707

Irrigation System - at cost  1,753,419 1,753,419 - -
Less: Accumulated depreciation  (1,581,080) (1,507,161) - -

Total  172,339 246,258 - -

Leased Assets  1,048,642 1,048,642 - -
Less: Accumulated Amortisation  (831,483) (762,296) - -

Total  217,160 286,347 - -

Dam - at cost  205,968 205,968 - -
Less: Accumulated depreciation  (39,331) (34,181) - 
- 
Total  166,637 171,787 - -

Milling Equipment at Cost  11,453 11,453 11,453 11,453
Less: Accumulated Depreciation  (8,606) (7,657) (8,606) (7,657)

Total Milling Equipment  2,847 3,796 2,847 3,796

Total Plant, Property and Equipment  8,006,668 8,234,685 34,149 39,388

E.F.F. Limited and its Controlled Entities
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 Economic Entity  The Company

  30 June 2011 30 June 2010 30 June 2011 30 June 2010 
  $ $ $ $

Movements in Property, Plant and Equipment
Plant and equipment - at cost  
Opening Balance  454,554 480,528 79,910 79,910 
Additions  2,718 4,653 - -
Disposals  - (30,627) - -
Closing Balance  457,273 454,554 79,910 79,910

Accumulated Depreciation
Opening Balance  366,183 338,490 77,611 76,827
Depreciation  22,268 27,693 584 784
Closing Balance  388,451 366,183 78,195 77,611

Motor Vehicles at Cost
Opening Balance  36,841 19,386 10,750 10,750
Addition  - 26,091 - -
Disposals  - (8,636) - -
Closing Balance  36,841 36,841 10,750 10,750

Accumulated Depreciation
Opening Balance  14,082 16,394 10,461 10,317
Depreciation  7,585 4,053 96 144
Disposals  - (6,365) - -
Closing Balance  21,667 14,082 10,557 10,461

Office Equipment at Cost
Opening Balance  70,100 70,100 58,098 58,098
Additions  - - - -
Closing Balance  70,100 70,100 58,098 58,098

Accumulated Depreciation
Opening Balance  60,161 57,421 54,465 53,139
Depreciation  1,864 2,740 918 1,326
Closing Balance  62,025 60,161 55,383 54,465

Leasehold Improvements at Cost
Opening Balance  194,475 194,475 44,608 44,608
Additions  - - - -
Closing Balance  194,475 194,475 44,608 44,608

Accumulated Depreciation
Opening Balance  132,430 128,425 33,692 32,061
Depreciation  3,279 4,005 1,419 1,632
Closing Balance  135,709 132,430 35,111 33,692

Land and Buildings at costs
Opening Balance  7,419,716 7,204,392 21,186 21,186
Disposal  (34,434) - - -
Revaluation  - - - -
Additions  - 215,324 - -
Closing Balance  7,385,282 7,419,716 21,186 21,186

Accumulated Depreciation
Opening Balance  78,083 66,556 4,479 4,599
Depreciation  11,659 12,527 835 880
Disposal  - (1,000) - (1,000)
Closing Balance  89,742 78,083 5,314 4,479

E.F.F. Limited and its Controlled Entities
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 Economic Entity  The Company

  30 June 2011 30 June 2010 30 June 2011  30 June 2010 
  $ $ $ $

Movements in Plant, Property and Equipment
Laboratory Equipment     
Opening Balance  24,071 24,071 24,071 24,071 
Additions  - - - -
Closing Balance  24,071 24,071 24,071 24,071

Accumulated Depreciation
Opening Balance  22,322 21,738 22,322 21,738
Depreciation  438 584 438 584
Closing Balance  22,760 22,322 22,760 22,322

Irrigation System at Cost
Opening Balance  1,753,419 1,730,129 - -
Additions  - 23,290 - -
Disposals  - - - -
Closing Balance  1,753,419 1,753,419 - -

Accumulated Depreciation
Opening Balance  1,507,161 1,401,959 - -
Depreciation  73,919 105,202 - -
Disposal  - - - -
Closing Balance  1,581,080 1,507,161 - -

Leased Assets - Vehicles
Opening Balance  1,048,642 1,084,087 63,005 63,005
Additions  - - - -
Disposals  - (32,845) - -
Adjustment Due to GST  - (2,600) - -
Closing Balance  1,048,642 1,048,642 63,005 63,005

Accumulated Depreciation
Opening Balance  762,296 686,057 63,005 63,005
Depreciation  69,187 76,239 - -
Disposal  - - - -
Closing Balance  831,483 762,296 63,005 63,005

Dam at Cost
Opening Balance  205,968 205,968 - -
Additions  - - - -
Closing Balance  205,968 205,968 - -

Accumulated Depreciation
Opening Balance  34,181 29,031 - -
Depreciation  5,150 5,150 - -
Closing Balance  39,331 34,181 - -

Milling Equipment at Cost
Opening Balance  11,453 11,453 11,453 11,453
Additions  - - - -
Closing Balance  11,453 11,453 11,453 11,453

Accumulated Depreciation
Opening Balance  7,657 6,391 7,657 6,391
Depreciation  949 1,266 949 1,266
Closing Balance  8,606 7,657 8,606 7,657
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An independent valuation of the Powton Land Holdings property was carried out by Valwest Pty Ltd on the 4th 
November 2008. The valuation was conducted to provide the current market value for debenture security and prospectus 
purposes. The basis the Valuer used was the exchange of an asset between a willing buyer and seller in an arms length 
transaction. A valuation is to be carried out at least every 3 years.

Land and buildings are secured by a fixed charge primarily in favour of the Debenture Stock Holders and secondly by way 
of a fixed and floating charge in favour of the Trustee, Professional Funds Management Pty Ltd to the value of $10,000,000.

 Economic Entity  The Company

  30 June 2011 30 June 2010 30 June 2011 30 June 2010 
  $ $ $ $

10 Biological Assets
Paulownia Trees on leasehold Property*  772,661 995,953 - -

Total Biological Assets  772,661 995,953 - -

There were approximately 3,644 trees from 5 - 9 years old which were valued in the current year in accordance 
with AASB 1037 using a discounted cash flow method, this was prepared by the Directors of EFF. This is 
represented as follows:

Landholder Entity No of Trees Value ($)
Powton Land Holdings Powton Land Holdings 40,000 (a) 772,661

Total  40,000 772,661

*Note: Reclassification of Kiri Timber Investment Units to Biological assets.

(a) Powton Land Holdings owns the land on which the Kiri Park Plantations have been established. Powton Land  
Holdings are majority unitholders in a trust that has a plantation of 40,000 trees on the property. 

The value of the Paulownia Trees and Propagation Technology is dependent upon the following:
•  The consolidated entity continuing to be a going concern, that is dependent upon future equity and or debt 

capital raisings;
• The Paulownia Trees continuing to grow in accordance with the Directors expectations;
• The owners of the leasehold properties continuing to allow their land to be utilised by the group; and
• The Propagation Technology being economically viable and future demand and prices for Paulownia Trees is in 

accordance with directors’ expectations.

11 Intangibles

Trademark  7,936 7,936 - -

Total Intangibles  7,936 7,936 - -
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 Economic Entity  The Company

  30 June 2011 30 June 2010 30 June 2011  30 June 2010 
  $ $ $ $ 
12 Tax Assets
Future Income Tax Benefits  169,782 504,540 - -

Total Tax Assets  169,782 504,540 - -

The future income tax benefit will only be obtained if:

(a)  future assessable income is derived of a nature and of an amount sufficient to enable the benefit to be realised;
(b)  the conditions for deductibility imposed by tax legislation continue to be complied with;
(c)  no changes in tax legislation adversely affect the Company in realising the benefit.

13 Trade Creditors and Other Payables
Current
Overdraft  - 36,030 - 36,030
Heritage Payables  - 572 - -
Trade Creditors  1,576,002 1,186,528 1,403,371 1,000,589
Accruals  119,161 73,610 7,000 7,000
Debenture Interest Payable  18,088 18,088 - -
Payroll Liabilities  11,502 10,411 - -
Lease Liabilities  41,628 186,446 - -
Short Term Borrowings  659,000 750,000 655,000 750,000
Barter Card  2,200 - - -
Credit Card  3 - - -

Total Current Trade Creditors and Other Payables 2,427,585 2,261,685          2,065,371        1,793,619 

14 Intercompany Loan
Amount owing to subsidiaries
PLH  - - 238,152 364,802
EFFM  - - 867,693 1,711,897
FFL  - - 43,041 267,761
A&N  - - (92,418) (48,200)
EFF Timber  - - (2,223,533) (2,106,833)

Total Intercompany Loans  - - 1,167,065 (189,427)

15 Interest Bearing Liabilities
Current  
Debenture Stock Secured  - - - -

Total Current Interest Bearing Liabilities  - - - -

15 Interest Bearing Liabilities (continued)
Non Current  
6% Debenture Stock - secured  1,243,200 1,243,200 - -
Bank Loan  532,918 535,059 - -
Lease Liability  18,396 49,794 - -
Beeck Loan  391,543 360,000 - -
Agricultural Mortgage Trust Loan  223,217 221,550 - -
Others  91,716 91,716 91,716 111,979

Total Non Current Interest Bearing Liabilities 2,500,990 2,501,319 91,716 111,979
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 Economic Entity  The Company

  30 June 2011 30 June 2010 30 June 2011 30 June 2010 
  $ $ $ $

16 Unearned Income
Unearned Income EFFM  772,103 1,889,054 - -

Total Unearned Income  772,103 1,889,054 - -

17 Tax Liabilities
Current
GST Payable  232,781 256,360 85,888 46,953

Total Current Tax Liabilities  232,781 256,360 85,888 46,953

Non Current
Provision for Deferred Income Tax  1,493,455 1,579,301 - -

Total Non Current Tax Liabilities  1,493,455 1,579,301 - -

The 12 year debenture stocks have been issued in terms of the Prospectus dated 7 December 1999. They are 
repayable on 30 June 2012 automatically extending for a further 12 years. Interest is payable on the stock at 6% 
p.a. plus further variable interest equal to 40% of pre-tax profit based on a ratio of debenture stock held to total 
debenture stock plus total amount paid by shareholders for shares. 

The 3 year and 6 year debenture stocks have all been redeemed and there is no further liability in respect of these 
debuture stocks.

The debenture stocks are secured by a fixed charge over the land as described in note 7 and a floating charge 
over all other assets of Powton Land Holdings Limited.

The purpose of the debenture stock is to:

(a) Raise funds to lend to Growers who wish to enter into leases with Powton Land Holdings Limited for the 
purpose of planting Paulownia trees on land owned by Powton Land Holdings Limited; and 

(b) To enable Powton Land Holdings Limited to plant Paulownia trees on land owned by Powton Land Holdings 
Limited.

E.F.F. Limited and its Controlled Entities
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 Economic Entity  The Company

  30 June 2011 30 June 2010 30 June 2011 30 June 2010 
  $ $ $ $

18 Contributed Equity
Paid Up Capital
EFF
284,821 (2010: 284,821) ordinary Shares, fully paid 4,647,603 4,647,603 4,647,603 4,647,603
Converted Share Capital (Forestry Finance)  1,000,000 1,000,000 1,000,000 1,000,000
Redeemable Convertible Preference Shares
Nil (2010: Nil) Preference Shares  - - - -

Total Paid Up Capital  5,647,603 5,647,603 5,647,603 5,647,603

Movements during the year
(a) EFF
Ordinary Shares
Balance at the beginning of the year
284,821 (2010: 284,821) ordinary shares, fully paid 4,647,603 4,647,603 4,647,603 4,647,603
Shares issued
 - Nil (2010: Nil)  - - - -
 - Transaction costs arising from issue for cash  - - - -

Balance at the end of the year  4,647,603 4,647,603 4,647,603 4,647,603

There were no shares issued during the financial year.

Ordinary shares participate in dividends and the proceeds on winding up of the entity in proportion to the 
number of shares held.

Each ordinary share is entitled to one vote when a poll is called, otherwise each shareholder has one vote on a 
show of hands.

(b) Redeemable Convertible Preference Shares
Nil (2010: Nil) Preference Shares  - - - -
Redeemed Preference Shares  - - - -
Balance at the end of the year  - - - -

(c) Converted Share Capital (Forestry Finance)
1,000,000 (2010: 1,000,000)  1,000,000 1,000,000 1,000,000 1,000,000

Balance at the end of the year  1,000,000 1,000,000 1,000,000 1,000,000

There are no Redeemable Convertible Preference Shares on issue.

E.F.F. Limited and its Controlled Entities
ACN 077 014 594

Notes to Financial Statements
as at 30 June 2011



32 : E.F.F. Limited Annual Report to 30 June 2011

 Economic Entity  The Company

  30 June 2011 30 June 2010 30 June 2011  30 June 2010 
  $ $ $ $

19 Retained Profits/(Accumulated Losses)
Retained Profit at the beginning of the year  (3,452,699) (823,752) (446,272) (425,725)
Prior Year Adjustment to Retained Earnings  - 14,416 - -
Net Profit/(Loss) attributed to members  (642,429) (2,643,364) 133,195 (20,547)

Retained Profit/(Accumulated Loss)  (4,095,127) (3,452,699) (313,077) (446,272)

20 Asset Revaluation Reserve
Opening  3,761,893 5,053,047 - -
Asset Revaluation*  - - - -
Asset Revaluation brought to Proft & Loss Account - (1,291,154) - -

Total Asset Revaluation Reserve  3,761,893 3,761,893 - -

*Note: Please read in conjunction with Note 28.

21 Events Subsequent to Balance Date

Since the end of the financial year, no subsequent events have occurred for the Company and its subsidiaries:
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   30 June 2011 30 June 2010  
   $ $
22 Related Party Transactions
Transactions between related parties are on normal commercial 
terms and conditions no more favourable than those available to 
other parties unless otherwise stated. Transaction with related 
parties during the financial year are as follows:

(i) Director Related Entities (Economic Entity)
Accounting services paid to AustAsia Accounting Services, 
a company related to Syd Chesson & Simon Chesson  7,200 13,200
Legal Fees paid to AustAsia Legal a firm related to
Syd Chesson & Simon Chesson   16,450 14,416
Lodgement fees paid to Master Settlements, a company 
related to Syd Chesson & Simon Chesson   300 -
Administrative services paid to AustAsia Group,
a company related to Syd Chesson & Simon Chesson  244,933 240,332
Company Secretary fees paid to AustAsia Group
a firm related to Syd Chesson and Simon Chesson  24,000 24,000

(ii) Director Related Entities (Consolidated Group)
Accounting services paid to AustAsia Accounting Services, 
a company related to Syd Chesson & Simon Chesson  15,800 32,900
Legal Fees paid to AustAsia Legal a firm related to
Syd Chesson & Simon Chesson   30,832 30,763
Advertising fees paid to AustAsia Real Estate, a company 
related to Syd Chesson & Simon Chesson   500 -
Lodgement fees paid to Master Settlements, a company 
related to Syd Chesson & Simon Chesson   300 -
Administrative services paid to AustAsia Group,
a company related to Syd Chesson & Simon Chesson  244,933 253,859
Company Secretary fees paid to AustAsia Group
a firm related to Syd Chesson and Simon Chesson  24,000 24,000
Insurance Premiums paid to Centro Insurance &
Risk Managers, a firm related to Stephen Campbell  175,484 141,040
Interest on finance for Insurance Premiums paid to
Western Premium Funding, a firm related to 
Stephen Campbell   17,438 5,529

(iii) Amounts owing to Director Related Entities
Accounting services owing to AustAsia Accounting Services, 
a company related to Syd Chesson & Simon Chesson  50,100 37,730
Legal Fees owing to AustAsia Legal a firm related to
Syd Chesson & Simon Chesson   19,457 -
Administrative services owing to AustAsia 
Group,a company related to Syd Chesson & Simon Chesson  634,933 853,121
Company Secretary fees owing to AustAsia Group
a firm related to Syd Chesson and Simon Chesson  124,000 100,000
Interest on loan owing to Beeck, a related entity to
Mr Syd Chesson   8,211 9,585
Interest on loan owing to David Juracich, a related 
party to Mr Syd Chesson   18,764 9,764
Interest on loan owing to KCDT, a related entity to
Mr Syd Chesson & Mr Stephen Campbell   47,201 3,631
Director Fees owing to Denken, a related entity
to Mr Geoffrey Coad   30,962 33,367
Director Fees owing to Newmarket Holdings, 
a related entity to Mr Stephen Campbell   18,259 7,150
Director Fees owing to Legal English Academy, 
a related entity to Mr Thomas Henn   6,702 -
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        30 June 2011       30 June 2010  
        $      $
(iv) Loans from Related Parties
Short term borrowings related to 
Mr Sydney Chesson & Mr Simon Chesson   1,269,760 1,131,975
Borrowings longer than 12 months related to
Mr Sydney Chesson   91,966 91,966
Borrowings related to Mr Geoffrey Coad   - 200,000

(v) Directors Interests
Directors interests in shares have been disclosed in the Directors’ Report.

The following Directors have lease and management agreements for woodlots in “Kiri Park” at the end of the financial 
year :

•  Syd Chesson and related entities have a 10 year lease and management agreement in the following projects:
     - 1 woodlot in the Kiri Park Projects: 2004 Growers at a cost of $9,746.00 and annual management fees
     - 1 woodlot in the Kiri Park Projects: 2005 Growers at a cost of $10,038.00 and annual management fees
     - 25 woodlots in the Kiri Park Projects: 2006 Growers at a cost of $155,075.00 and annual management fees
     - 8 woodlot in the Kiri Park Projects: 2007 Growers at a cost of $51,120.00 and annual management fees
     - 10 woodlot in the Kiri Park Projects: 2008 Growers at a cost of $66,000.00 and annual management fees

•  Simon Chesson, and related entities have a 10 year lease and management agreement in the following projects:
     - 1 woodlot in the Kiri Park Projects: 2004 Growers at a cost of $9,746.00 and annual management fees
     - 6 woodlots in the Kiri Park Projects: 2005 Growers at a cost of $41,053.00 and annual management fees
     - 10 woodlots in the Kiri Park Projects: 2006 Growers at a cost of $62,030.00 and annual management fees
     - 4 woodlots in the Kiri Park Projects: 2007 Growers at a cost of $25,560.00 and annual management fees
     - 5 woodlots in the Kiri Park Projects: 2008 Growers at a cost of $30,000.00 and annual management fees

•  Thomas Henn and related entities have a 10 year lease and management agreement in the following projects:
     - 1 woodlot in the Kiri Park Project at a cost of $8,635.00 and annual management fees
     - 2 woodlots in the Kiri Park Project No.2 at a cost of $17,327.20 and annual management fees
     - 1 woodlot in the Kiri Park Project No.2A at a cost of $8,663.60 and annual management fees

•  Geoffrey Coad has a 10 year lease and management agreement in the following projects:
     - 2 woodlots in the Kiri Park Projects: 2004 Growers at a cost of $19,492.00 and annual management fees
     - 14 woodlots in the Kiri Park Projects: 2006 Growers at a cost of $86,842.00 and annual management fees

•  Stephen Campbell and related entities have a 10 year lease and management agreement for 30 woodlots in the 
Kiri Park Projects: 2006 Growers at a cost of $186,090.00 and annual management fees

(vi) Key Personnel Interests
The following Key Personnel have lease and management agreements for woodlots in “Kiri Park” at the end of the 
financial year :

•  Simon Chesson, the Company Secretary of the EFFM, and related entities (please see Directors Interests)

•  Bruce Jamieson, the Operations Manager at Kiri Park, has a 10 year lease and management agreement in the fol-
lowing projects:

     - 1 woodlot in the Kiri Park Project at a cost of $8,635.00 and annual management fees
     - 1 woodlot in the Kiri Park Project No.2 at a cost of $8,663.60 and annual management fees
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23 Director’s and Executive’s Remuneration
(a) The names of parent entity directors who have held office at the date of this report or during the financial year 

are:

• Sydney Chesson
• Thomas Henn (Appointed)
• Simon Chesson (Appointed)
• Geoffrey Coad (Resigned)
• Stephen Campbell (Resigned)

(b) Directors’ Remuneration    
 
 2011 Salary & Fees  Superannuation Equity Other Total

  $ $ $ $ $

 Mr. S Chesson 59,000 - - - 59,000

 Mr. T Henn 11,617 - - - 11,617

 Mr. Simon Chesson 9,736 - - - 9,736

 Mr. G Coad 13,356 - - - 13,356

 Mr. S Campbell 11,759 - - - 11,759

 Total 105,468 - - - 105,468

 2010 Salary & Fees  Superannuation Equity Other  Total

  $ $ $ $ $

 Mr. S Chesson 59,000 - - - 59,000

 Mr. T Henn - - - - -

 Mr. Simon Chesson - - - - -

 Mr. G Coad 26,000 - - - 26,000

 Mr. S Campbell 6,500 - - - 6,500

 Total 91,500 - - - 91,500

(c) Retirement and Superannuation Payments
 No prescribed benefit given during the year on the Company or a related party to a director or prescribed 

superannuation fund in connection with the retirement from a prescribed office.

24 Financial Instruments
The financial instruments of the Company are those which are classified as assets & liabilities.

Credit Risk
The maximum exposure to credit risk, excluding the value of any collateral or other security, at balance date to 
recognised financial assets is the carrying amount, net of any provisions for doubtful debts, as disclosed in the state-
ment of financial position and notes to the financial statements. The Company does not have any material credit 
risk exposure to any single debtor or group of debtors under financial instruments entered into by the Company.

Net Fair Values
The net fair value of assets and liabilities approximates their carry value.  No financial assets and financial liabilities 
are readily traded on organised markets in a standardised form other than listed investments
The aggregate net fair values and carrying amounts of financial assets and financial liabilities are disclosed in the 
statement of financial position and in the notes to and forming part of the financial statements.

Interest Rate Risk
The consolidated entity’s exposure to interest rate risk, which is the risk that a financial instrument will fluctuate 
as a result of charges in market interest rates and the effective weighted coverage interest rate on those financial 
assets as follows:
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 25. Segment Reporting
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 Economic Entity  The Company

  30 June 2011 30 June 2010 30 June 2011  30 June 2010 
  $ $ $ $

26 Reconciliation of Cash
Cash at the end of the financial period
as shown in the statement of cash
flows is reconciled to the related items
in the balance sheet as follows:

Cash at bank  141,437 403,240 24,165 504
Reconciliation of Net Cash
provided by Operating Activities to
Profit/(Loss) from Ordinary Activities
after Income Tax

Operating profit.(loss) from ordinary activities  
after income tax  (642,429)        (2,643,364) 133,195 (20,547)
Non Cash Flows on Operating Profit/(Loss)  - - - -
Depreciation  196,298 257,713 5,239 6,616
Amortisation  - - - -
Increase in Value of Paulownia Trees  223,293         3,675,447 - 712,554

Changes in Assets and Liabilities 
(Increase)/decrease in receivables  72,776 (449,562) (48,705) (69,972)
Increase/(decrease) in accounts payable    (1,009,835) 522,639 271,752 611,878
Increase/(decrease) in provision for income tax 81,940 (893,615) 38,935 985

Net Cash Provided by Operating Activities  (1,077,956) 469,257 400,415 1,241,514

27 Leasing Commitments
Lease payment due within 1 year  36,502 125,555 - -   
Greater than 1 year less than 5 years  23,522 110,684 - -   

Minimum lease payments  60,024 236,239 - -   
Less: future finance charges  - - - -  

Total  60,024           236,239                     -  

Represented as     
Current  36,502 125,555 - -   
Non-current  23,522 110,684 - - 

Total  60,024 236,239 - -   

E.F.F. Limited and its Controlled Entities
ACN 077 014 594

Notes to Financial Statements
as at 30 June 2011
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                                            Economic Entity  

                   30 June 2011           30 June 2010 
          $               $ 
28 Revaluation

Revaluation of plantation, land and building credited
to asset revaluation reserve
Land and building in PLH - -
Plantation in PLH - (1,291,154)
Land and building in A&N Enterprises - -

Total Revaluation of property, land and building
directly recognised in equity - (1,291,154)

Revaluation of plantation, land and building charged 
to income statement
Plantation in Nowergup - (214,577)
Plantation in PLH (223,293) (2,962,893)

Total Revaluation of property, land and building
directly recognised in income statement (223,293) (3,177,471)

29 New Standards and Interpretations issued but not yet effective

Reference Title Summary Application date 
(financial years 
beginning)

Expected Impact

AASB 9 Financial Instruments Replaces the requirements of 
AASB 139 for the classifica-
tion and measurement of 
financial assets. This is a result 
of the first part of Phase 1 of 
the IASB’s project to replace 
IAS 39

1 January 2013 No changes are ex-
pected to materiality 
affect the company.

30 Contingent Liability 
The company has no major capital commitment and has no known contingent liability as at 30 June 2011, except 
payment of interest on AustAsia Group debts which will not be paid (expect for Beeck) until funds are available.

31 Dividends
No Dividends have been declared or paid.

E.F.F. Limited and its Controlled Entities
ACN 077 014 594

Notes to Financial Statements
as at 30 June 2011
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