Integrating Business Across Disciplines and Government

Draft for discussion purposes
Timber Pricing and Tenure Administration
A New Framework

This is a description of a future vision of tenure administration and timber pricing if certain changes to both are adopted.  It could be phased in, starting in the near future.
· The Forest Service and forest industry agree that tenure administration should align more closely with the chief forester’s AAC determinations.  Where there is demand for significantly different classes of timber in a management unit, the AAC is partitioned with separate targets for each type of timber.  Partitions can be for different geographic areas, or for different timber types, such as MPB salvage, deciduous, small diameter stands or less desirable species.  Replacement licences and newly awarded licences specify that the cutting rights they confer apply to one or more AAC partitions in specific proportions; they do not apply to all timber in a TSA.  The situation where licences convey rights to all types of timber in a unit, while cutting rights can be exercised in a select part of the profile is no longer appropriate.
· All timber cut in a management unit comes from an identifiable AAC partition and is attributed to a licence.  Grade 4 timber left in the bush is cut-accountable and subject to waste assessment.  Grade 4 logs delivered to non-lumber processing facilities are cut-accountable.  Where possible, timber delivered to non-lumber facilities is credited to a licence held by the receiving company.  The volume of timber harvested outside the AAC is not significant.  Credibility of the AAC determination process is enhanced.
· Large scale harvesting of beetle killed pine in the central and southern interior continues.  The beetle infestation has largely run its course and harvesting focuses on salvage rather than control.  80% or more of the dry pine harvested is Grade 4.  Differentiation between Grade 2 and Grade 4 has become less of an issue, as stumpage rates have tracked the value slide of the beetle-killed stands and large volumes of Grade 2 logs are also priced at minimum stumpage.  Re-drying of sample loads has been discontinued, as licensees now have less incentive to re-dry, and better alternatives.  The alternatives include more opportunities to use cruise-based billing and lump sum cutting permits.
· Another option is available where some of the more remote and heavily attacked areas have been pre-identified as minimum stumpage areas.  These are areas where it is known with a high confidence level that heavily attacked stands will have negative indicated stumpage rates.  Licensees operating in minimum stumpage areas are not required to cruise timber or to provide appraisal data with cutting permit applications.  Grading of timber originating in these areas is not required, as all grades are at minimum stumpage.  Use of this model does not affect stumpage payable, but provides efficiencies to government and licensees and shortens the time required to issue cutting authority.
· Timber in the Interior is appraised using the Market Pricing System A (MPS-A) approach, reflecting the true value of timber.  There is no waterbed.

· Management of post-harvest residual material is evolving due to market forces as well as administrative changes.  The waste benchmarks have been eliminated, and new CWD allowances are in place for dispersed volumes of merchantable timber, but not for accumulations.  There is a new pricing regime for logging slash that in the past has seldom been marketable.  Demand for this material as a previously untapped energy source is emerging.  BC Hydro has awarded several green energy contracts, and demand for slash as biofuel is ramping up as new cogenerating capacity comes on line.  Forest Act amendments and a regulation to guide sale of post-harvest residual material to third parties are in place.  In most cases the residuals are harvested and processed by the primary harvester and sold in business-to-business relationships.  Measurement of residue is primarily based on weight rather than conventional scaling and check scaling.
The foregoing is a vision of how some modest changes to timber pricing and tenure administration could help the forest sector to survive and evolve while meeting government objectives.
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