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BY EMAIL
To:  Interior Regional Managers

From: The Honourable Rich Coleman
Minister of Forests and Range

Re:  Amendment No. 17 to the Interior Appraisal Manual

[ hereby approve Amendment No. 17 to the Interior Appraisal Manual and attach a copy for
your use. The following sections have been amended.

Section 7.2.4: Terminology has been revised.
Section 7.3.2: An additional term has been added.
Section 7.4: Terminology has been revised.

Section 7.4.1: The list of variables has been updated. A new Table 7-2 required for the
new formula has been added.

Section 7.4.2: A new market price equation is included.

Section 7.4.3.: A new subsection has been added identifying applicable specified
operations.

Section 7.5.1: Revisions have been made to remove redundant text. In addition, a

revision to the formula for timber sale licences with high deciduous
content is included.
Section 7.5.2; Revisions have been made for specified operations and definitions.
Section 7.5.4: Housekeeping changes.

This amendment will come into force on December 1, 2006. Further amendments or
revisions to this manual require my approval.

Rich Coleman
Minister

Attachment

pc: Bill Howard, Director, Revenue Branch
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7.2 MPS Principles and Procedures

7.2.1 MPS Appraisals

1.

The MPS upset stumpage rate must be calculated using the Interior Appraisal
Manual and monthly parameters published by Revenue Branch in effect on the date
that the rate is determined (appraisal effective date).

Except as provided in Appendix VI, the MPS upset stumpage rate and the bonus bid
remain in effect from the date of award of the sale until the sale expires.

Except as provided in Appendix VI, all MPS upset stumpage rates on Section 20
timber sale licences advertised on or after November 1, 2003 and Forestry Licences
to Cut entered into under section 47.6 (3) of the Forest Act are fixed for the term of
the timber sale and all extensions.

7.2.2 MPS Stumpage Adjustments

1.

Cutting authorities issued under Timber Sale licences that were advertised for sale
prior to November 1, 2003, that elected to have, or have adjustable stumpage rates,
the stumpage rates are adjusted quarterly on January 1, April 1, July 1, and October 1,
of each year.

At the time of the quarterly adjustment, the MPS upset stumpage rate will be re-
calculated based on the equations applicable for the appraisal effective date and the
cutting authority data. The monthly parameters effective for the month of the
adjustment will be used in the calculation instead of the original values. Except as
provided in Appendix VI, all other data remain unchanged.

This process is repeated quarterly until the cutting authority is reappraised.

7.2.3 Reappraisals for MPS Appraisals

Revised data and revised monthly parameters will be used with the equations in effect on
the reappraisal date. Any reappraisal will follow the policy direction of chapter 2 of this
manual. The original bonus bid remains in effect.
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7.2.4 Methodology

1. Except as provided in Appendix VI, the following methodology must be used for the
calculation of the MPS upset stumpage rate:

a. Calculate a selling price (SP) of the products that can be recovered from the stand
using sections 7.3.1 and 7.3.2 with the variables as defined.

b. Calculate the market price using the equation in section 7.4.2, the variables for the
stand, and the SP calculated in section 7.3.

c. Calculate the MPS upset stumpage rate according to section 7.5.

2. One stumpage rate is determined for all appraised coniferous sawlogs in each cutting
authority area except where the MPS upset stumpage rate has been calculated under
section 7.5.1 (5).

3. Where the MPS upset stumpage rate has been calculated under section 7.5.1(5) one
stumpage rate is determined for all appraised coniferous and deciduous sawlogs in
each cutting authority area.

4. All other products are priced using miscellaneous stumpage rates as prescribed under
section 6.8.
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7.3 MPS Selling Prices

Selling prices for MPS are based on three-month averages of schedules of lumber values
collected and published monthly by Revenue Branch. When the MPS values are
compiled and distributed they become an integral part of this manual.

7.3.1 MPS Lumber Average Market Values

Monthly market value information for the interior is obtained by Revenue Branch from
lumber producers located in each average market value zone. The zones are defined by
point of appraisal (see section 2.6). Average market values (AMV) for each species are
compiled by dividing total sales value by total sales volumes for each zone.

The volume that is manufactured to Canadian Lumber Standard/American Lumber
Standard (CLS/ALS) sizes is reported in foot board measure (fom). Lumber
manufactured in non-CLS/ALS sizes is adjusted to equivalent CLS/ALS sizes. The total
volume for each species includes all sizes and grades of rough and dressed lumber in the
green and dried state. Also included is finger-jointed lumber and machine stress rated
lumber.

The total net sales value for each species or species group is reported in Canadian dollars
FOB mill. These sales values are rolled up into three-month averages each month. There
is approximately a one-month lag in reporting.

7.3.2 Calculation of Species Lumber Selling Price

The total lumber selling price (SP) in $/m? is determined for each species using lumber
recovery factors (LRF) from the cruise compilation summary, LRF update add-ons and
current applicable lumber average market values (AMV) for the species and zone.

1. Zonal LRF update add-ons are found in Table 7-1, by species.
2. Lumber AMVs as published every month.
3. Calculation of total species lumber selling price.
a. Appraisal LRF = Cruise LRF + LRF update add-on
b. Species SP ($/m3) = Species AMV($/mbm)/1000 * Appraisal LRF
4. The stand SP is the volume-prorated sum of the species SP.

5. The real stand SP (RSP) is the stand SP divided by CPIF, as defined in section 7.4.1.
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Table 7-1 LRF Update Add-ons for MPS

Zone Zone Zone Zone Zone
Species 5 6 7 8 9
Balsam 100 70 91 90 75
Cedar 52 21 47 42 -
Douglas Fir 77 - 65 66 -
Hemlock 54 24 50 47 -
Larch 73 - 65 66 -
Lodgepole Pine 87 50 78 76 66
Spruce 108 76 102 97 84
White Pine 71 - 63 62 -
Yellow Pine - - 66 70 -
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7.4 Market Price Calculation

The market price is calculated as detailed in this section. It is assumed that the market
price will approximate the final stumpage rate, including the bonus bid, based on the

variables used.

7.4.1 Market Price Variables

PMP

MP =
RSP =
ER =

Fir =
HB =

Cedar =
VPH =

VoL =
VPT =

Decid =

Decay =

Slope =

PC =

Preliminary MP.
Market Price for the cutting authority in ($/m?).
Real Stand Selling Price ($/m®). See Section 7.3.

Exchange Rate ($Can/$US). Bank of Canada average
monthly rate for the month beginning two months prior to the
stumpage rate effective date, as published by Revenue
Branch.

Fraction of net coniferous cruise volume that is Douglas fir.

Fraction of net coniferous cruise volume that is hemlock and
balsam.

Fraction of net coniferous cruise volume that is cedar.

Total net coniferous cruise volume divided by net
merchantable area (m®/ha).

Net coniferous cruise volume (m?®).

Weighted average net volume per tree (m®) by harvest
method. For horse and helicopter systems use VPT = 0.49.

Net deciduous cruise volume (m®) / (net deciduous cruise
volume (m®) + net coniferous cruise volume (m%)).

Prorated species decay %.

Weighted average harvest method side slope from cruise (%).
For horse and helicopter systems use 46.7%.

Fraction of harvest method volume that is appraised as partial
cut. PC = (100 — CAPCUT %)/100. See Section 4.9 for
definition of CAPCUT %. The 80% limit in Section 4.9 does

not apply.

Fraction of total harvest method volume that is appraised as
overhead cable yarding.

December 1, 2006
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HP

HORSE

FIRE

CYCLE

TOW
SAL

Z9

AUC2005
DANB

CPI
CPIF

Fraction of total harvest method volume that is appraised as
helicopter yarding.

Fraction of total harvest method volume that is appraised as
horse yarding.

Fraction of net coniferous cruise volume that is fire damaged.

Hauling round trip cycle time from the landing to the point of
appraisal or water dumpsite and return (hrs.). See section
4.5.1.

Lake tow distance, one way (km).

Damaged timber salvage dummy variable. If greater than
one-third of the net coniferous cruise volume for the cutting
authority has been physically damaged by ice storm, blow
down, fire, snow press, or attacked by mountain pine beetle or
other forest pests, that will result in the death of the attacked
trees within one year, as determined by the district manager,
then SAL = 1.

Fort Nelson Peace selling price zone dummy variable. If
selling price zone is Fort Nelson Peace (9) then Z9 = 1.

2005 Auctions dummy variable. AUC2005 = 1.

Average number of bidders by district from the auction dataset
(see Table 7-2).

Monthly B.C. Consumer Price Index (Stats Can-P110000).
CPI/109.3.

7-8
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Table 7-2 District Average Number of Bidders (DANB)

Forest District DANB Forest District DANB
100 Mile House 5.1 Kootenay Lake 3.2
Arrow Boundary 4.1 Mackenzie 2.3
Cascades 4.9 Nadina 4.6
Central Cariboo 3.7 Okanagan Shuswap 4.8
Chilcotin 3.3 Peace 3.7
Columbia 35 Prince George 3.1
Fort Nelson 2.2 Quesnel 4.8
Fort St. James 2.5 Rocky Mountain 4.0
Headwaters 6.1 Skeena Stikine 3.0
Kalum 3.1 Vanderhoof 2.6
Kamloops 6.2

7.4.2 Market Price Equation

Using the variables defined in section 7.4.1, the selling price calculated in section 7.3.2
and the equation below, calculate the market price (MP).

PMP = [37.65+0.199 * RSP —9.91 * ER + 8.49 * Fir — 12.37 * HB + 36.40 *
Cedar + 10.87 * (VPH/1000) + 3.36 * In (VOL/1000) — 2.58 * (L/VPT * (1 —
HB)) — 14.13 * Decid — 33.81 * Decay/100 — 0.0305 * Slope - 2.17 * PC —
10.97 * CY — 35.06 * HP — 13.85 * HORSE — 21.72 * FIRE — 2.46 *
CYCLE - 0.0336 * TOW — 3.40 * SAL — 3.76 * Z9 + 0.395 * AUC2005 +
0.601 * DANB] * CP1/109.3

If PMP less than $0.25 then PMP = $0.25
MP = PMP x0.816 + 0.046

If MP less than $0.25 then MP = $0.25
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7.4.3 Specified Operations

The following only are identified as specified operations. Cost estimates from the current
Interior Appraisal Manual are used for 1, 2 and 3 below.

1. Rail Haul

Rail haul including truck to rail transfer and rail transport.
2. Barge/Ferry

Barge/ferry used for truck haul (private).

Barge/ferry not used for truck haul (private).

Francois Lake Ferry.
3. Dump, Boom, Dewater, Reload

Dump, boom

Dewater and reload.

Note: Towing is addressed in the MPS estimated winning bid equations.
4. lsolated Camp

Cost estimate is $5.28/m°.
5. Skyline Yarding

Cost estimate is $10.20/m® for the volume appraised as skyline.
6. High Development Cost

Where the development cost (DC) borne by the Licensee is greater than $4.57 the
high development cost specified operations (HDC) estimate is calculated as follows:

HDC $/m®=DC - 1.60

IfDC<=457HDC=0
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7.5 MPS Stumpage Rate

7.5.1 MPS Upset Stumpage Rate

1. Except as provided in subsections (2) (3) (4) (5) (6) and (8), the MPS upset stumpage
rates for timber sale licences advertised on or after December 2, 2005, shall be equal
to the upset stumpage rate determined under section 7.5.2 by the Timber Pricing Co-
ordinator.

2. Where applications for a timber sale licence with an MPS upset stumpage rate
determined under section 7.5.1 (1) have been invited but no applications have been
received, the MPS upset stumpage rate shall be equal to the variable cost per cubic
metre of preparing the timber for sale when that is requested by the Timber Sales
Manager.

3. Where the director of BC Timber Sales does not anticipate that applications for a
timber sale licence with an MPS upset stumpage rate determined under section 7.5.1
(2) will be received because of market conditions, the MPS upset stumpage rate shall
be equal to the variable cost per cubic metre of preparing the timber for sale when
that is requested by the Timber Sales Manager.

4. The MPS upset stumpage rate for timber that has been decked for over three years
and is administered by the Timber Sales Manager, shall be the prescribed minimum
stumpage rate when the Timber Sales Manager in his or her sole discretion decides
upon that rate.

5. The MPS upset stumpage rate for timber sale licences with a minimum deciduous
content of seventy percent of the net cruise volume, will be the greater of:

i.  The variable cost per cubic metre of preparing the timber for sale, or
ii. $/m® = 0.70 [(NCV deciduous (m*) x 0.50 ($/m®) + (NCV coniferous (m®) x 26.87 ($/m*))]

TNCV (m?®)
where:  NCV = netcruise volume (cubic metres)
TNCV = Net cruise volume deciduous + net cruise volume

coniferous

6. The variable cost per cubic metre of preparing the timber for sale shall be calculated
by the Timber Sales Manager.

7. Not withstanding anything else in this section the MPS upset stumpage rate must not
be lower than the prescribed minimum stumpage rate.
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7.5.2 Upset Stumpage Rate Calculation

The upset stumpage rate (USR) is calculated as follows:

USR = (MP-SO)x (1-DF)
Where:

USR Upset stumpage rate

MP =  Market Price as defined in section 7.4.2
SO =  Specified operations as defined in section 7.4.3.
DF = 0.00 if the cutting authority being appraised was entered into

under section 47.6(3) of the Forest Act, otherwise DF = 0.30
7.5.3 Prescribed Minimum Stumpage Rate

The minimum stumpage rate is prescribed by the minimum stumpage rate regulation (BC
Regulation 354/87). The current minimum stumpage rate is $0.25 per cubic metre.

7.5.4 Total MPS Stumpage Rate

1. The total MPS stumpage rate is the sum of the MPS upset stumpage rate and the
bonus bid.

2. Where the MPS upset stumpage rate is determined under subsections (1), (2), (3), and
(4) of section 7.5.1, or section 7.5.2, the total MPS stumpage rate applies to Grade
Code 1 and 2 coniferous sawlogs.

3. Where the MPS upset stumpage rate is determined under section 7.5.1(5), the total
MPS stumpage rate applies to Grade Code 1 and 2 coniferous and deciduous sawlogs.
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Adjustable Stumpage Rates, 6-12
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Administration and Other Costs, 4-44
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3-2
AMVs for Small Log Licences, 3-2
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Blasting, 4-11

Block Roads, 4-11
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Boom, 4-38
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Selling Price, 3-10

Camp, 4-38
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Cycle Time, 4-34
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Dead/Live Useless Snags, 4-32

Debris Disposal, 4-10

Decay, 1-3

Decked Timber, 6-11

Definitions, 1-2
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Detailed Engineering Cost Estimates, 4-4,
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Development Costs, 4-4

Development Costs on Private Land, 4-8
Development Levy, 6-13
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Dewater, 4-37

Dewater and Reload, 4-38

Distance to Support Centre, 4-26
Ditch Construction, 4-10

Drain Structure Cost Estimates, 4-5
Drainage Structures, 4-16

Drilling, 4-11

Dump, 4-38
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Effective Date, 4-57

End Haul Construction, 4-21
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Fences, 4-20

Fire Damage, 4-32

Fixed Stumpage Rates, 6-12
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Forest Service Roads, 4-43
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Full Appraisal, 2-2
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Gravel, 4-18

Gross Volume, 4-27
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Helicopter, 4-24
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Horse Logging, 4-30
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Insurance, 4-2, 4-51

Interior Appraisal Data Submission, 1-7
Interior Base Rate, 5-7
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Landings, 4-10

Least Total Harvesting Cost Estimate, 4-2
Licensee, 2-3

Log Bridges, 4-18

Low Volume Additive, 4-45

LRF Update Add-ons, 3-7

Lumber, 4-51

Lumber Recovery Factors, 3-6
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Main Service Road, 4-4

Maintenance, 4-2, 4-51
Manufacturing Cost Differential, 3-10
Market Pricing System, 7-2

Material Costs, 4-10

Moving Assistance, 4-2

MPS Stumpage Rate, 7-11

N

New Construction, 4-5

New Construction, 4-21

Non-adjusting Stumpage Rates, 6-12
Numbering and Calculation Conventions,
1-5

O

Off-Highway Haul, 4-36
Off-Highway Hauling, 4-35
Operating Cost, 5-3
Operational Road, 4-10
Order, 2-2

Other Land Use Charges, 4-43
Other Roads, 4-43

Overhead, 4-2
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Overhead Cable Logging, 4-24, 4-31 S

Section Length, 4-10

=) Sector Times, 4-35

Selling Price, 5-3
Partial Cut Variables, 4-25 Shipping Differential, 3-10
Partial Cutting, 4-26 Side Slopes, 4-21
Percent (%) Stud AMV, 3-9 Silviculture Levy, 6-13
Percent Blowdown, 4-25 Silviculture Prescription, 4-3
Percent Rock, 4-11 Site Preparation, 4-18
Permitted Roads, 4-43 Skidder Swinging, 4-3
Pipe Line Rights-of-Way, 6-16 Skyline, 4-31
Pipeline Crossings, 4-20 Skyline Yarding Distance, 4-28
Point of Appraisal, 4-34 Slope, 4-25
Prescribed Minimum Stumpage Rate, 7-12 Small Log, 3-2
Primary Haul, 4-36 Small Tree Dummy Variable, 4-27
Profit and Risk Margins, 4-2 Small Tree Volume, 4-27

Snow and Ice Roads, 4-14

R Snow/Ice Road (WINTER), 4-10

Railway, 4-38 Soil Moisture Regime (SMR), 4-12
Railway Transportation, 4-38 Speglgl 'Structures_,, 4-22
Random Lumber, 3-2 Sta_blll_zmg Material, 4-18
Random Lumber AMVs, 3-3 Stripping, 4-10
Reappraisal, 2-2 Stud Lumber, 3-2, 3-3
Reconstruction, 4-21 Stump Removal, 4-10
Reconstruction and Replacement, 4-6 Subgrade Construction, 4-10
Reload, 4-37 Subgrade Cost Estimate, 4-12
Repair, 4-2, 4-51 Supplies, 4-2, 4-51
Request for Approval for a Road Use Supply and Delivery, 4-18
Charge, 4-43
Responsibility for Stumpage Determination, T
1-4 Tabular Cost Estimates, 4-4
Retaining Walls, 4-22 Tally Sheets, 1-7
Right-of-way Felling, 4-10 Terms of Reference, 1-4
Rip Rap, 4-18 Total Merchantable, 1-3
Road Type, 4-10 Total MPS Stumpage Rate, 7-12
Road Use Charges, 4-43 Tow, 4-38
Roads, 4-4 Truck Hauling, 4-18
Rock, 4-11 Truck to Rail Transfer, 4-38
Rock Drilling, 4-18 Turnout Construction, 4-10
Root Disease Control, 4-3
Routine Road Maintenance Cost Estimate, U
4-40 Uphill Side Slope, 4-11

Upset Stumpage Rate, 5-7
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Upset Stumpage Rate Calculation, 7-12

Vv

Value Index, 5-2, 5-7
Volume per Hectare, 1-3
Volume Per Hectare, 4-25
Volume per Tree, 4-27

\W

Wages, 4-2, 4-51
Waste, 1-3
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