FFT SFL Conversion to Cooperative SFL Program

The most recent addition to the Terms of Reference for the Forestry Futures Trust Committee (FFTC) is to oversee the allocation of remaining SFL Conversion funding to the cooperative SFL Conversion program.  The addition of this new mandate to the FFTC’s responsibilities was in response to Recommendation #13 in the Minister’s Council Report on Forest Competiveness. This recommendation states that “MNR create a process to convert single entity SFLs to shareholder SFLs where the following benefits can be reliably anticipated: more efficient management of disputes, increased wood availability, reduced delivered wood costs, equitable sharing of costs amongst shareholders, increased wood supply and reduce management costs with management unit amalgamations”.

The definition of a Cooperative SFL is a licence granted (under section 26 of the Crown Forest Sustainability Act (CFSA)) to a company that was formed for the purpose of carrying out forest management responsibilities on a unit not associated with any particular forest resource processing facility. Essentially the SFL licence and the associated responsibilities isn’t granted to any single entity or specifically tied to one mill but rather to an entity that has a shareholder agreement and governed by a Board of Directors. This entity is managed by a legal corporation independent from any one shareholder. Each of the members of these partnerships will share in the business and financial aspects and in the risks of the company including obligations of the SFL under the CFSA.

This is the second program related to SFLs and conversion. The first program to come under the FFTC umbrella was the conversion of Crown Management Units to SFLs.  The FFTC was asked and agreed to assume responsibilities in 1997-1998 to help administer the distribution of funds to forest industry players on Crown Management Units to be converted to SFLs. The remaining amount of approximately $3.2 million from this original program is being dedicated to the Conversion of single entity SFLs to Cooperatives. 

The target for this program is to convert 45 single entity SFLs to approximately 20 Cooperative SFLs by 2010. The goal for 2007-2008 is to form or begin to form 8 Cooperative SFLs, with a maximum of 500,000 dollars targeted for this task.

Some expected changes and benefits from the SFL Conversion to Cooperative program are listed below:

· Forest is managed by separate corporate entity

· Each shareholder is represented at the Board of Directors with no one Shareholder having a veto or majority 

· Opportunities for increased First Nations participation

· Opportunities for new participants

· Synergies gained with adjacent Forests and operations (Forest Management Planning, Silviculture and Harvesting)

· Cost savings in Forest Management Plan production

