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March 2012
Supporting Considerations:

a) Total Yellow Cedar log volumes on the Vancouver Log Market are <2% of the annual coastal log production.  
b) Implementation of EBM Legal Orders for the Mid and Central Coast is pushing tenure holders into the outer coast lowland types and away from the high conservation value forests and inland estuary’s.
c) Low Site –marginal timber stands for which yellow cedar is prominent are identified in rationale for Kingcome TSR III.  
d) Revenue Branch glossary currently defines DEFECT as “any abnormality or irregularity which lowers the commercial value of wood.  Typically defects will reduce a log’s firmwood volume and/or LOG GRADE”. (emphasis added) 

Goals:

· Provide a province wide (Coastal) scaling solution to define market price of stained Cypress logs entering the Coastal Log Market. 
· Foster increased utilization of Cypress volumes through an appropriate pricing structure to support domestic and/or other markets (log homes, chips and hog,  first nations cultural use, exterior landscape products)

· Promote performance in Low Site coastal regions were pricing mechanisms poorly reflect the total “merchantable” volume of Cypress in standing timber and the increased development costs associated with the fall-down when un-recovered.
RECOMENDATION TO REVENUE DIRECTOR: 
1) Use the existing definitions and scaling regulation to implement an interpretation policy or directive to scalers so that STAIN in Cypress is a “DEFECT” in the determination of log grade.  That stain when viewed at the “top of log” is to be considered in the determination of grade by reducing the gross scale that can be manufactured into lumber.  Stain would not to be used in consideration in reduction of a logs firmwood volume scale.
2) Coast Appraisal Manual definition for Low Grade Logs (Page I-3) and schedule of rates in Table 7-1 to include Cypress U Grade.
OUTCOME:

Implementation can be immediate as no change to existing regulations is required.  Coast Appraisal Manual Change can be accomplished by the Director of Timber Revenue at his discretion.
Application: Decision will be coast wide and available for 2012 logging season. 

Simplicity: The Vancouver Log Market “U” Grade will become the DEFACTO representative market valuation for a stained cypress log on the coast.  
Revenue:  Affect will be revenue neutral or increased as the decision to recover low grade yellow cedar will become a function of the fixed cost recovery (delivered wood cost and road cost depletion).

Resource Utilization: Domestic markets and localized milling operations will expand with increased recovery.  

Subjectivity:  using top of log stained appearance provides repeatable application and existing grade rules already consider “other defects” in the determination of a logs lumber recovery. 
Monitoring Results: success of this initiative would be:

· An increased trend of U grade Cypress volume being recovered and scaled from cutting authorities within coastal supply blocks.  A corresponding narrowing of the current gap of “cut to cruise” reports in HBS for Cutting Permits containing >5% total net volume Cypress.

· Increases in transaction sale prices of the higher value Cypress log grades on the VLM and a separation of price for the U,  X-Y Low Grades.
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