Forestry Regulatory Review

Problem

The failure to meet silviculture obligations by insolvent licensees threatens to degrade the long term sustainability of the provincial/crown resource and devalue the crown’s forest-based assets.  Delays or outright failure to meet silviculture obligations when a licensee declares bankruptcy are an increasing concern as the industry undergoes its most dramatic down cycle in many decades, and as many new and financially less stable companies gain access to tenure.  While in many cases where replaceable volumes/tenures are involved, the obligations will be picked up quite quickly when a new owner takes control and assumes those liabilities, there is currently no mechanism to deal with the potential fall down in the renewal of the resource as a result of delays or failure.  In addition, as has happened several times in recent years, silviculture contractors and seedling nurseries can be left with no recourse for payment for services already completed which enhance and renew what is, in effect, the Crown’s asset.  

Potential Solution

BC currently does not have any consistent, exercisable mechanism to ensure that licensees have provided for meeting their silviculture obligations, a key obligation of their right to harvest and a critical issue for maintaining the crown’s forest asset.  In some jurisdictions this problem has been addressed through either a trust account and/or regular third party audits of financial statements to confirm sufficient funds to meet the minimum silviculture liability on the tenure.  

In addition to the above, it is apparent that some form of contingency fund needs to be created to provide the resources required to maintain the crown asset for short term periods following licensee failures until a new licensee assumes control, and for long term periods where no new tenure holder assumes the obligation.  The fund can be repaid where a new licensee assumes control.  It is equally important that those who have provided services are protected as, unlike the harvester of crown assets, the enhancer of those assets has no other means to realize a value from their activities other than through the future value created for the Crown.  

A contingency fund could be established through a levy per cubic metre harvested.  This levy should take the form of a dedicated fund from existing government stumpage revenues since it is the government which will bear the loss in value of its asset and/or the cost to assume the liability.

Result

· Assurance of the maintenance of the value and sustainability of crown forest asset

· Clear, unambiguous mechanism and process for addressing licensee failure to meet or address silviculture liability, both short term and long term.

· Continued viability of small business owners in the silviculture and seedling nursery industry who would not survive non-payment for services rendered to enhance and renew the Crown’s forest asset

