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INTRODUCTION FINANCIAL RECORDS 

The business o f  l o g g i n g  has changed! I n  
the p a s t  the  mark o f  a good c o n t r a c t o r  
was the  amount o f  wood he c o u l d  p u l l  i n  
a day. Now h i s  a b i l i t y  i s  j u d g e d  n o t  
on l y  on how much wood he can p u l l ,  b u t  
more i m p o r t a n t l y  on how w e l l  he mon i to rs  
the business s i de  o f  h i s  opera t ion .  More 
than ever now t h e r e  i s  a need to :  

- be more c o s t  e f f i c i e n t  

- mon i to r  business performance 

Expendi ture i s summarized monthly i n t o  
the  c l a s s i f i c a t i o n s  i n d i c a t e d  i n  F igures  
1 and 2 .  The f a c t s  and f i g u r e s  a r e  
c o l l a t e d  i n  con junc t i on  w i t h  t he  payment 
o f  i nvo i ces .  Genera l ly ,  f o r  an average 
m o n t h ,  t h e  e n t i r e  summary t a k e s  
approx imate ly  two hours t o  complete. The 
f i n a n c i a l  s e c t i o n  i s  d i v i d e d  i n t o  two 
p a r t s ,  d i r e c t  r u n n i n g  c o s t s  a n d  
adm in i  s t r a t i  o n l o v e r h e a d  c o s t s  ( F i g u r e  
1) . The same sheet i s repeated t o  a1 1 ow 
f o r  a d e s c r i p t i o n ,  where r e q u i r e d ,  of  
each expense (F igu re  2 ) .  

- have budget and cash f  1 OW gui  dance Direct Running costs 

- have a c c u r a t e  c o s t s  f o r  t e n d e r  
p r e p a r a t i  on. 

An e s s e n t i a l  requi rement  f o r  t he  above 
g o a l s  i s  m a i n t a i n i n g  good r e c o r d s .  My 
system o f  r eco rd  keeping, which has been 
developed over  the  l a s t  f o u r  years,  i s  
based on t h r e e  impo r tan t  p re requ i  s i t e s :  

- i t  i s  s imple 

- i t  r e q u i r e s  m i n i m a l  t i m e  
( Impo r tan t  f o r  anyone work ing up 
t o  twelve hours a day) 

- i t  i s  r e l e v a n t ,  i e .  n o t  r e c o r d  
k e e p i n g  j u s t  f o r  i t ' s  own 
sake. 

The system i s  based around t h r e e  r e c o r d  
types : f i n a n c i a l  records w i t h  descr ip -  
t i v e  i n f o r m a t i  on; management r e c o r d s ;  
and p e r i o d i c  comparati ve eval  ua t i ons .  

1. A paper presented a t  t he  LIRA 1988 

M o s t  o f  t h e  i n f o r m a t i o n  i s  v e r y  
s t r a i g h t  f o r w a r d .  The c o s t  i s  n o t e d  
a longs ide an i tem,  eg. Sk idder  R & M = 
$379.97, and on t h e  second shee t ,  t h e  
reason f o r  t h e  c o s t .  ( i n  t h i s  i ns tance  - 
winch maintenance and b o l  t s )  Recording 
t h e  reason  f o r  t h e  expenses i s  mos t  
i m p o r t a n t  i f  t h e  c o s t s  a r e  t o  be 
u s e f u l l y  i n t e r p r e t e d  a t  a l a t e r  date.  It 
i s  d i f f i c u l t  t o  remember a wet day s i x  
months o r  a yea r  1 a t e r .  

Being ab le  t o  i d e n t i f y  t he  reason f o r  an 
expense i n  one months t i m e  o r  i n  one 
yea rs  t ime i s  essen t i  a1 . I t  i s  b e t t e r  t o  
w r i t e  i t  down r a t h e r  than t o  commit i t  
t o  memory. 

Machine cos t s  are always k e p t  separate 
f o r  each machine. D iese l  i s  metered and 
the  amount t h a t  goes i n t o  each machine 
each day i s  n o t e d  down a l o n g  w i t h  t h e  
h o u r s  t h e  machine has  done. The same 
a p p l i e s  t o  R&M; n o t  on l y  i s  the  c o s t  o f  
t h e  r e p a i r s  and what was r e p a i r e d  noted, 
bu t ,  a lso,  a r eco rd  o f  how l ong  t he  j ob  

"Business o f  Logging" Seminar. took.  



The wages e n t r y  i nc l udes  t he  man hours 
worked f o r  t he  month p l u s  any over t ime.  
Overtime i s  normal ly  l i m i t e d  t o  t he  odd 
Saturday and i s  noted i n  t he  comme~ts.  

Overheads and Administrative Expenses 

The same format  i s  used (F igure  1 and 2) 
and the  t r u e  monthly cos t s  a re  assessed. 
For example, insurance and ACC l e v i e s ,  
4 i c R  a re  annual p a y ~ e n t s ,  a re  en te red  
p r a ~ e r i i n n n 7 I y  f o r  each month .  O t h e r  
a s p e c t s  s u c h  as a c c z : u s a t a n t  ? i ; ?  

c o n s u l t a n t  f e e s  s h o u l d  be e n t e r e d  and 
expl  a i  ned . For example : 

Accountant - Tax Assessment 
= $2000 

- D i  scussi  on/Fi  nance 
= $2C3 

Consu l tan t  - Record Ana lys is  
= $180 

Any expense r e q u i r i n g  f a c t u a l  just-! f i  - 
c a t i o n  i s  en te red  i n  t h i s  fash ion .  

We now have a  summary s f  expend i tu re .  A t  
t h i s  s t a g e  c o s t s  a r e  b e i n g  r e a d i l y  
i d e n t i f i e d .  A f t e r  a1 1, i n c r e a s i n g  cos t s  
mus t  be i d e n t i f i e d  b e f o r e  t h e y  can  be 
reduced. 

A  c l e a r  p i c t u r e  o f  t h e  e x p e n d i t u r e  
w i t h i n  t h e  b u s i n e s s  i s  b e g i n n i n g  t o  
emerge. 

MANAGEMENT SUMMARY 

The f i n a n c i a l  i n f o r m a t i o n  on i t s  own i s  
p r e s e n t i n g  o n l y  h a l f  t h e  p i c t u r e .  To 
a c h i e v e  f u l l  b u s i n e s s  management, t h e  
second s e c t i o n  c o n t a i n s  i n f o r m a t i o n  
wh i ch  d e s c r i b e s  c e r t a i n  i n f l u e n c i n g  
f a c t o r s .  

The f i r s t  o f  these (F igu re  3 )  con ta ins  
f o u r  f a c t o r s  : wet days, machinery down- 
t ime, Saturdays worked, and t he  number 
o f  men employed du r i ng  t he  month. 
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Figure I : Cost information 
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T O T A L  EXPENSES 

N E T  C O N T R A C T I N G  P R O F I T  FOR MONTH 

Figure 2 : Cost ExpZanation 

Once agaifi, reasons a r c  ~ i v ? ?  r ~ r  g ? ~ p  
f a c t o r  i n c l u d i n g  t i ~ e  i i~ s t .  0-F course 
J- +,61e a m ~ c t  of t j ~ e  spent  on the  likes of" 
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F o r  t h e  second  p a r t  i e x t r a c t  f r o m  m j  
d i a r y  r e l e v a n t  f a c t o r s  i n f l u e a g c i n g  
p r o d u c t i o n  and e x p e ~ d i t u r e .  R e a l  Ss- 
t i c a l  l y  , these a r e  persona l  ~ i s s u m p t i o n s  . 
A s p e c t s  such as,  p i e c e  s i z e ,  avn r?g [?  
max inum and  min imum hat i1 d l s t a n c ?  ant? 
c o m m e n t s  on how t h e y  a f f e c t  rn)/ 
p r o d u c t i o n l c a s h f l o w  a r e  inc luded .  

More f a c t s  a r e  o b t a i n e d  f r o m  l o g g i n g  
p r e s c r i p t i o n s  ( o r  by  l o o k i n g  o v e r  t h e  
s u p e r v i s o r s  shou lde r  a t  t h e  a p p r o p r i a t e  
moment?!).  F i g u r e  4 i s  an example o f  t he  
f o r m a t  I use.  

Topography - Good hauler country 

Haul Distance - Average 175 metrQs 
Maximwn 350 metres 
Minimum 30 metres 

Piece S i z e  - 2.4 m 3  

Timbertands lalannixg and Management 

A t t i t d m  and Cements 

Target and price 

As w e l l  as these two forms, I a l s o  t a k e  M a i n t a i n i n g  a n  a c c u r a t e  r e c o r d  o f  
a  summary o f  t h e  month f r o m  my d i a r y .  p e r f o r m a n c e  i s  i m p o r t a n t ;  i m p r e s s i o n s  

- a lone  can be m i s l e a d i n g  and a r e  s u b j e c t  
I t> -> 5. 2 - 
, n .  .n? t  ~ 1 r 2 c f  3 j s  s e c 5 i e n  i s  t h e  t o  memory c l o u d i n g  o r  l o s s .  
PTJI GYP;- ' s ~ 2 l  qkbl.rf 4,ge sasmmary 2nd pay 
e ~ t  tacu-ea t. Csm~arison with Accountant's Records 

.R : ., 3 of ?.be F8,c tc r l :  ~ ? e ~ t i  a r e  ver ;~  
5:qGl ,cL , -q2 -  , . 4- .,a r i i r -  e .? ,v3+~nem . -9.n f x t .  O U ~  
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yh-in.?-h5 . a \ ,  ,.,4,r s k i d  7 0cat-i or3 and r o a d i  ng h a s  
beep t~ie91 p l a n s c d ;  Elas t h e  t a r g e t  and  
? r i c e  been ~ r 4 p e ~ " l y  s e t ;  i s  t h e  t a r g e t  
vrlo",lai n t.:.i,!:- c p a b i  1 i t i e s  t o  ach ieve;  any 
restrr-t'c:-i it-is on panoduction l eve1 s; and 
a v a j % a @ - j l $ t y  07 o v e r  t i m e .  

T h i e :  evtinz i q f ~ ~ 1 6 i 3 t i  811 he1 ps j u s t i  fy 
v?iria%-icws ii; tho  F i ~ a l  c n a l y s i s  o f  t h e  
f i n a n c i a l  d 8 - h  a ~ d  can  be u s e d  i n  
c !e&<> -? :  - 2 m q  , - , r n ~ : :  r? tes  f o r  t c n d e r i o g .  
CC. c%,---;!c, cC B ~ ~ ' !  c o s t  p e r  machine p e r  
YP-:-?" r l  t:~:!, 01- t i n s  7 0s t  p e r  annum due 
t o  F-3 p4 If 0;- t b e  1 ack o f  i t .  The 
i n f o r ? z t i e n  a l s o  shows t h e  added c o s t  o f  
m s c 5 i ~ e r y  ne"cors1y i n  d i r e c t  $ t e r m s ,  
b u t ,  more i m ~ o r t a n t l y ,  t h e  c o s t  o f  
dol+rnf,%mz r e p r e s e n t e d  by 1 o s t  prcaductl' on. 
T i c s t  p i ~ c d ~ c t i o n  w i l l  n e v e r  b e  
c".dsL L'c l .  

CQP$PQPBSON OF RESULTS 

I n  an:d month any bus iness   ill p e r f o r m  
b e t t e r  than expected, o r  idorse. R a r e l y  
does i t  p e r f o r 8  exact!y t o  e x p e c t a t i o n s .  
By keep ing  t h e  added management i n fo rma-  
t i o n  y o u  w i l l  be b e t t e r  e q u i p p e d  t o  
d e t e r m i n e  why t h e  f i n a l  f i g u r e s  h a v e  
v a r i e d .  I s  i t  f o r  i n s t a n c e ,  because o f :  

- p r o d u c t i o n  h i g h e r  o r  1  ower t h a n  
expected? 

I n  r a n y  r e s p e c t s  t h e  i n f o r m a t i o n  
c o i i l e c t e d  b y  t h i s  s y s t e m  i s  d i r e c t l y  
c a ~ p a r a b l e  w i t h  t h e  accoun tan ts  end o f  
y e a r  f i n a n c i a l  r e p o r t .  Most  c o s t  i t ems  
w i l l  be s i m i l a r  i n  b o t h  r e p o r t i n g  
s y e t ~ r n s .  

The md jo r  d i f f e r e n c e s  i n  t r q a t ~ e n t  a r i s e  
w i t h  t h e  way m a c h i n e  d e p r c z i a t i o n  i s  
hand1 ed ,  and  t h e  d i  s t i  n c t i o n  be tween  
cap".al and i n t e r e s t  components w i t h i n  
t h e  monthly h i r e  purchase i n s t a l m e n t s .  
T h a t  t h e r e  a r e  d i f f e r e n c e s  i s  n o t  
unreascnable  sicc;? t h e  r e p o r t s  a r e  f o r  
d i  f f ~ : ~ c ; ~ $  purposes .  The a c c o u n t a n t  i s  
r e p o r t i n g  f i n a n c i  a 1  p o s i t i o n  a n d  
a s s e s s i n g  t a x .  t?y r e p o r t s  a r e  f o r  
managcoent d e c i s i o n  making and c o n t r o l  
purposes.  

- 
[ h e  r e p o r t s  a r e  p u t  t o g e t h e r  p r o m p t l y  
e a c h  mon th  and thus g i v e  me r e a d y  
r e f c r e n r c  t o  G I  l c n q t s -  Bcf n3 c l o s e r  tcr 
t h e  a?'-.i$n, I am c o n f i d e n t  t h a t  my 
c l a s s -  ":^, 7":i.rn of ~ y p e n d j t ~ l r e  i s  
accu ra '  2 

To me t n i s  i s  t h e  " i c i n g  on t h e  cake". I 
have made use o f  a  F o r e s t r y  C ~ n s u l t a n t  
t o  p r o c e s s  d a t a .  T h r o u g h  t h e  u s e  o f  a  
c o m p u t e r  t h e y  a r a  a b l e  t o  t a k e  t h e  
i n f o r m a t i o n  I s u p p l y  and  p r o d u c e  a l l  
manner o f  graphs.  These graphs p o i n t  o u t  
some i n t e r e s t i n g  t r e n d s / r e s u l  t s .  One 
such graph i s  shown i n  F i g u r e  5. 

- number o f  days worked? F o r  those o f  you who have l o o k e d  a t  t h i s  
and gone s t r a i g h t  t o  t h e  end t o  see t h e  

- gang a t tendance? d i f f e r e n c e  b e t w e e n  t o t a l  r e v e n u e  and  
t o t a l  c o s t s ,  l o o k  a g a i n  as y o u  h a v e  

l c c a t i o n  i e .  compartment, t opo-  m i s s e d  t h e  p o i n t  o f  s u c h  a n  
graphy e t c ?  i l l u s t r a t i o n .  I w i l l  go i n t o  d e t a i l  

about  t h r e e  aspects  o f  t h i s  graph. 
- o t h e r  e v e n t s  - s t r i k e s ,  e a r t h -  

quakes, wind,  e t c ?  

Figure 4 : Comments 



Figure 5 : Swmnary o f  Costs and Returns 

F i r s t l y ,  t he  p o i n t  a t  J u l y  where expen.- 
d i  t u r e  exceeds income. Through g o i n g  
back t o  my d e t a i l e d  management r e p o r t  o f  
June t h a t  y e a r  I n o t e  t h a t  t h e r e  had  
been an unde r  e s t i m a t e  o f  my end o f  
month l o g  s tocks .  Therefore I ended up 
runn ing  i n  ove rd ra f t  f o r  a  per iod .  

Secondly, the  very h i g h  peak i n  revenue 
f o r  October was one o f  those months we 
a1 1  have now and again where every t h i n g  
went  r i g h t .  U n f o r t u n a t e l y  such months 
d o n ' t  happen o f t e n  enough! 

T h i r d l y ,  t h e  d i p  i n  r evenue  d u r i n g  
October/November, agai n  f rom my records,  
was a t t r i b u t a b l e  t o  be ing  he1 d  t o  t a r g e t  
p roduc t ion  because o f  a  s t r i k e  

P r i m a r i l y  t he  i n f o r m a t i o n  c o l l e c t e d  i s  
f o r  my own use. It could,  however, a l s o  
be used i n  d iscuss ing  o v e r d r a f t  f a c i l i -  
t i e s  w i t h  the  bank manager, o r  machine 
f inance  w i t h  a  f i  nance house. 

Computerisation 

A l l  my records are en te red  manual ly.  I t  
m i g h t  be asked i f  a  computer  c o u l d  be 
used  t o  advan tage  i n  p r e s e n t i n g  my 
r e s u l t s  and f o r  data e n t r y .  

My answer t o  t h a t  i s  s i m p l e .  H a v i n g  
compl e t e d  t hese  r e c o r d s  manual l y  f o r  
some t i m e ,  I now f i n d  t h e  e x e r c i s e  
s t r a i g h t  forward, and, i n  f a c t  i t  i s  the  
ac tua l  w r i t i n g  on paper stage t h a t  g ives  
me t h e  f i r s t  hand look  a t  c o s t s .  I s t i l l  
have t o  be c o n v i n c e d  t h a t  my l e v e l  o f  
c o m p u t e r  o p e r a t i n g  e x p e r t i s e  w o u l d  
j u s t i f y  t h e  use  and expense o f  a  
computer. 

CONCLUSION 

These a r e  t h e  rewards  o f  one t o  two  
h o u r s  r e c o r d  k e e p i n g  p e r  month .  I 
t h o r o u g h l y  e n j o y  w o r k i n g  w i t h  t h i s  
system and (a l though my bank manager may 
n o t  a g r e e )  my b u s i n e s s  i s  r e f l e c t i n g  
t h i s  a t t i t u d e  o f  e f f i c i e n c y .  
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