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ABSTRACT

The Global Risk Report 2023 reveals that the domination in global risks shifts from
economic risks towards environmental risk. Indonesia is exposed to significant
environmental risk partly due to its natural landscape. Indonesia has great concern in
promoting a sustainable environment demonstrated by actively participating in global
initiatives. Statistics indicates that Indonesia is exposed to significant forest resource
exploitation and forest crimes. The Corruption Eradication Commission (CEC) in 2015
uncovered a significant amount of timber production is unreported due to allegedly
illegal logging activities, indicating a significant amount of government revenue loss.
Previous studies suggested that accounting is valuable in addressing forest crimes by
promoting transparency, accuracy, and accountability in financial transactions related
to forestry activities. However, previous studies show inconsistent accounting policies
by forestry companies, which can lead to a lack of standardized reporting and
comparability. The CEC in 2015 uncovered that monitoring and enforcement of
regulations and financial reporting standards for logging companies are inadequate due
to insufficient resources, corruption, or weak governance. This may lead to unreliable
financial performance reporting. There is limited research on the application and the
challenges of Indonesian FRS 69: Agriculture. Furthermore, limited research shows the
role of financial reporting in government monitoring mechanisms. Therefore, further
research is required to examine the implementation and the challenges of the Indonesian
FRS 69: Agriculture, and the government monitoring mechanism in evaluating the
financial performance of logging companies. The research attempts to present evidence
in the current practice and the challenges of accounting for non-bearer plants, and the
government monitoring mechanism related to financial performance evaluation. The
research adopts qualitative methodology and acquires primary data from interviews
with accounting officers of logging companies, external auditors, case company
officers, and government officers. The research acquires secondary data from the
professional guidelines, existing government regulations, and other various documents.
Therefore, the findings of the research are a mix of the present professional guidelines
and regulations, present practices, respective roles, and perceptions pertaining to the
issues in the measurement, valuation, and reporting of non-bearer plants in Indonesia.
Based on the research findings, it is concluded that five factors may have contributed to
the deficiency in Indonesia forest management. First, awareness, capability, and
enforcement of the government. Second, capability and compliance of the logging
companies. Third, awareness and capability of investors. Fourth, the lack of guidance.
Fifth, the lack of benchmarking practices. The research provides practical
recommendations for the identified problems normatively. The research contributes to
the theory by presenting a comprehensive study incorporating different perspectives
from people representing important group of interests. The research contributes to the
methodology by presenting rich information and evidence on the current practice and
challenges encountered by logging companies in Indonesia. The research contributes to
the practice by presenting current practice as a benchmark for logging companies while
at the same time providing recommendations for improvements to the policy maker and
financial reporting standard setting body in Indonesia.
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CHAPTER ONE
INTRODUCTION

1.1 Introduction

According to global risk perception survey for the past ten years, the domination
in global risks have shifted from economic risks towards environmental risk, placing
the potential failure to mitigate the environmental risk to have the most catastrophic
impact for the next ten years (World Economic Forum, 2023). This perception
demonstrates the importance of the environment has reach its way up to become utmost
global concern. This is consistent with the Sustainable Development Goals (SDG) sets
out by the United Nations which place environment-related sustainability as 6 (six) out
ofits 17 goals, namely: clean water and sanitation (goal 6); affordable and clean energy
(goal 7); responsible consumption and production (goal 12); climate action (goal 13);
life below water (goal 14); and life on land (goal 15).

The United Nations sets out SDG goal 15 as to protect, restore and promote
sustainable use of terrestrial ecosystems, sustainably manage forests, combat
desertification, and halt and reverse land degradation and halt biodiversity loss. This
goal is part of the broader 2030 Agenda for Sustainable Development, which was
adopted by all United Nations Member States in 2015. The specific targets under SDG
15 include halting deforestation, restoring degraded forests, promoting the
implementation of sustainable forest management, combating desertification, and
halting biodiversity loss. Achieving this goal involves various strategies like sustainable
land use practices, reforestation efforts, conservation initiatives, and raising awareness
about the importance of biodiversity and ecosystem health. The aim is to ensure that
future generations can also benefit from and enjoy the resources and services provided
by our planet's terrestrial ecosystems (United Nations, 2015).

Forest crimes, such as illegal logging or deforestation, directly relate to SDG 15
as they pose a significant threat to terrestrial ecosystems and biodiversity. Illegal
logging and deforestation contribute to the degradation of forests, leading to
biodiversity loss, habitat destruction, and disruptions in ecosystems. These activities
also exacerbate climate change by releasing carbon dioxide into the atmosphere and

disrupting the balance of greenhouse gases. As a result, achieving SDG 15 involves





