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An Analvs1s of Forest deatlon in Brltlsh Columbla

Chapter 1

Introductlon k

The forests of Brltlsh Columbla are to -day the

,most Valﬂdble natural resource that the prov1nce pPOSsesses.
: ~Seventy six years ago when the first shlpment of Brltlsh

. Columbla Douglas,flr was’@ansported from New Westminster tO‘

Sydney, few peoplekdreamed of theeinestimable value these

forests would'some'day represent. But since that time "green

- gold" has become/werth‘mueh more to the province than'the
S yellow metdl 'From small beginnings'lumbering has become
k 'our magor 1ndustry, now employing dlrectly end 1nd1rectly :

L ebout one- flfth of our populatlon.k

Jast how 1mportant the forest 1ndustr1es are to

';Brltlsh Columble is clearly seen when & comparison Wlth other
?~,  1ndustr1es 1s mdde. The average‘annuai value of productlon

’1n‘our four primary indﬁstries for the years 1927¥1955

wasi=

Forests-—-—--—- -$6%,508,300.
Mines-—-------- 48,644,367,
:"Agrlculture . 47 054,521,
’k'Flsherles —————— 17,724,248,

- On thisﬂbasis; and assuming in the last analysis that

1. ‘Report of the Forest Brench, Department of Ldnds, 1957.

‘ pp. M 29 - M 31
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ktall values depend on these four prlmdry 1nqustr1es, then the
‘fforests eppear the most 1moortant element in the provincial

g 1ncome,dollar,~

Mlnes‘ _____________ 0 27
ngriculture g—eee,;_ 0.57
. D Bisheries ...._.___”_____“__,__’_.t 0.10 . o i

Totalfprovincial~income ‘ %l OO ,
1he tdxatlon of the forest resources of the pro-
’:Vlnce is thus a very 1mportent oart of Brltlsh Columbla’s .

o dﬂﬁUdl 1ncome. ln the ldSt ten years the totel revenue from

thls source haS orov1ded the prov1n01al treasury on an average‘

-w1th somekthree mllllon dollars f/er annum*‘, And thls flgure

1“to—day reyresenus about twelve per cent of the revenue 51de of,

, 2
the prov1n01al budget

The purpose of thls the51s is to'andlyse the varlousf

'taxes whlch constltute the forest revenues and as far as po-
551ble, flnd out the actual burden of each th on the lumber-

:gmdn end how fair andegqultable each,ls 1n,1ts worklng.,

53; ‘See Graph no, 1 fmr the relatlon of the lorest revenues

to the total prov1n01dl revenue. These nercentages were

‘ealculdted by comparlng the totels from the Publlc Accounts

and the Reports of the Forest Branch for the Respectlve

Years. =
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4 o
~Ttention, too, will befdeVoted to the~effects of these taxes
kon the‘forests in general It must be 001nted out however,
that these taxes do not represent the Whole burden of taxatlon
on the furests, but merely the tdxes whlch fall dlrectly on
f the forests.’ In addltlon, coroordte 1ncome taxes, gasollne
' taxes, motor tdxes, and 1nher1tance taxes, dll dffect the
o forest 1naustr1es, but they are not treateu in thls study.Vk
For . the purpose of thls the31s taxatlon has been
| consfdered in 1ts broadest sense, and a generdl cla581float10n
~has beer made at the outset in accordance w1th whlch the
fitlequlty of the Various taX@S can be Judged The flrst main
'tsubd1v131on 1ncludes tdxes or lev1es whlch correspond to the
economlo rent ano depletlon charges. due to the Crown (the
‘fgovernment or the people as owners) The quantum of thls~,
h',rent is the yield of the forests less the leéltlmdte costs
'Qt’of exP101tdtlon.; Some dppr0X1mdtlon to thls, leav1ng reason—
%fable 1nducement for good management and redsonable 1ncent1ves
t fagalnst wasteful exp101tdt10n, 1s what 1s equltable.
J'chltlmdte costs will 1nclude reforestdtlon, if carrled out
: by the operator, or 1f ‘the state is to see to reforestdtlon;
ftylts rent should include this 1tom. ‘Such a tax is really
yart of the publlc domain revenue. | | | |
: In Brltlsh Columbla three forest taxes (following
'fi'the broad 1nterpretatlon mentloned above) may be said to come
“;under tnis headlng.;, | |
1) A property tax.

' 2) 4 ground tax or,rent,



, 5) A Y1eld tax in the form of a royulty.

'These Laxes form by far the magorlty of the forcqt revenues,

the only other:mem of dny 51gn1f1chce belng "stumpage!r.

This cannot in any sense of the Word be deemed a taX, sinceit

it is the- price chargea by the government for se¢i1ng Cromn :
tlmber, and as such- is equlvalent to a sale price. It is a'k
flgure regulated by demand dnd sug@ly, and not an ordlnarlly

: leclslated flgure like &a tax. :

- The secona main subd1v1SJon 1ncludes tayes or iev1es,

| “1the purpose of whlch is to make the industry meet 1tq redl

 V“costs Thls is representea in Brltlsh Columbla by the

:Protectlon de. It is an 1neurance ugalnst destructlon of
forests by flres 1n01oental to their eXp101totlon and would

’ be andlagous to any taX lev1ea to meet a spe01al damdge to
x “rOddS, etc. The uest of 1Ls eoulty is here cost.

| k/W1th theeexceptlon of taxes for,specific;items, as
,ﬁhe gasoline tax and the read tax,kotherktaxatiOn should be k
neither'more nor less theh;is borne by net corporate incomes
earned in other OCcuDétionS. As such 1t is in all probablllty
covered by the taX on corporate incomes.,

Al theeaoove’forest taxes,are‘not,‘howeVer, levied
 onkeVery forest pr0§erty/of-the province, but vary acCording
to the different land tenures of British Columbia. 1In view
. of this'fact, special consideration Will be given:te the

‘kfather‘complicated systeéen uﬁder Which_the timber of the pro-

‘gince has been disposed.

‘ ;5 . The protectlon taX is not included 1n uhe foreet revenues,f
' - but credited to the Forest Protection Fund, as will be
expldlned in a later chapter.
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L ' CHAPTER 11

The Pr1n01ples of Forest TdX&thD -

In. any una1y51s of forest tathlon the first thlng~
\tﬁthdt 1t 15 essentldl to understand is- the pecullar nature of =
,tne rorest 1nuustry ~Itfd1f1ers from most~forms of bu51ness
fenteryrlse in that it taKes a’ con81derable tlme for tne in-
rvestment to mature. Trees take many Qecades to grew before
- tney become flnanc1ally marketable, durlng Whlch tlme the cost
rof carrylng tdxes plus 1nterest 1n addltlon to the large
element of risk 1nvolved through loss by flre, aecay, wind
”ana 1nsects, all mount up, It has been estlmated that thls 
'fltem of risk alone comes to one. ter cent or more ”Eer annum;?iﬁ
When the forest owner reaches the 0051t10n where he 15 ree |
":ce1v1ng an dnnual 1ncome from the pr@perty then, of“eourse,’
Vn’thls 51tuet10n aoes not dpkly.' hven'lf an owner startekfrom
ithlS p051t10n thefabovekfdctors are”reflectedrinnthe“extra
Vprlce he pays for the mature timber. el

| Furthermore, the lumber 1ndustry dlffers from other
| 5eXtraCtive industries in the~nete351ty of carrylng ‘a largef
'"stocx of ‘the raw materlal sufflclent to last from ten to
‘ twenty years. Wood—worklng 1ndustr1es in most cases carry

"”fouly_a fewtmonthls stock, trustlng to the lumberman for

‘”ti,: Whltford H. ﬁ. and'Craidﬁ R.D.: Ferests of British

Columbisa

"fAufﬁiﬁvaComm1531on of Conservatlon, publication, 1918)
- s . p' i55‘




k_7_ | , RIS | o .
stupplieS .and thls is also true of a maJorlty of the iron
and steel 1ndustr1es. B
| Frum a c@n31derétion,of these facts certain con-
cluSipns ére evidemﬁ;‘iThe income of all forest owners is
’.définitely‘not‘alWays,regulaf, in fact it-isyvery largely
;sporadlc. This‘means that any tax Whiéh férées‘the owner to

fpay out large amounts to the‘government so long &s the forest

ylelds hlm'nothlng has an el ement of 1n3ust10e in it. But

q‘:he haS the" rlght to the land if not the use of the tlmber

’Whlle it is maturlng. The questlon then arises. whether the

fforest\should;be 00n51dered,and rated semarately‘from‘the land
| uoonjwhich itkstands. Like land that contains mlneral Wealth
forest lands hdve been endawed by the bounty of ndture Wlth a
: ertaln 1nnerent leue over and above that of the land itself.

~ They are not the produot of the sweat of man's ‘brow, put a gift

~of nature,-and as such,seem to call for a separate‘valuatlbn,,

These con81derdtlons shoula ‘be borne 1n mlnd when
we lOuk 1nto the ba81c pr1n01ples of forest thathn., By |
;thlS term 1s meant the brodd oatllne upon whlch a taxatlon
'Eollcy for,forests may be formuLated However, from thls
1t must not be assumed that any one pr1nc1ple can be taken
  1n 1ts entlrety and applled to a particuldr district or- reglcn.
 nTaXat1on in any form, much lesg forest taxatlon, is never as
k‘Slmple as all thqt One~pr1n01ple may have certaln features
'that m&ke 1ts appllc tion inexpedient for some forésts'and

by i@nother prlnclple has to be paﬁiially emp;oyed,to make up
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!tnese defects. 4s a result, & tathlOD system is nearly al-
 veways made - up- of comblnatlon Of~tWO~Of mo:e;pr1n01plep, and
thls certalnly holds true in the’case,of theyforests'ef
Brltlsh Columbla.f ‘ . | | |
. The Ilrst thlng that 1s self- ev1aent before any
et xation system is put into operatlon is thdt the government
jrequlres\revenue. T 1is indeed seems to be the crylng need
‘foﬁheiday} War expendltures,gena the’growlng costs of
’?fedﬁcatibn:and‘public Welfare\eemand‘increasedfamounts of ; 
:,;revenue.A The perlod of hlstory in the n;neteenth century,'
\e39901ally in bhe Unlted Statee of Amerlca, when budget sﬁrQ 
eplusees,were the rule rather then theeexceptlon is a thlng
'7ef the past'“'Naturally eﬁough~then,kbefore anyfothef eon;
"51derat10ns are tdken 1nto account, the forests must pro-
\_v1de evenue for the government Sharlng mlth the rest of the
country's 1ndustr1es the coqt of runnlng our: modern c1v1—
"lIZatlon.”’Thw aenger 1n such a pr1n01ple belng glven full
‘-control 1s thdt uhere w1li in aLl'llkellhOOd be & great»tenf
\3:dency on the paft of the stute to bleed the fOREt dry. In
sucn a 51tuat10n & tax will be deelgned that is the most
?e,ilucrative from a flscal p01nt of view, Wlthout regerd to
'e any unfortunate;censequenceskit may have or to 1ts’unfa1r—
| ness ' ' AE
ki ’ -in order, therefore, to prevent such an extreme
k~f751tuatlon from occurrlng, a tax system for forests must in-
*?fzelude other prlnc;ples other than that of & revenue pro-

ducer for the govermnment. It snouid be designed so as to
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SpIOVlde continuous revenue to the sta te andeet'at the same
time requlre a Just eontrlbutlon from forest owners. A justk

,contribution is assumed to be one in whlch the burden is

1‘, eoultably dlstrlbutea amongst all peooles hav1n» an interest

1n the government of the country. Furthermore, the system

ffmust be workable dnd economlcal as Edam Smith pUlﬂEeQ ouu

7,§over a nnndred and Ility years ago. Flnaiiy, the System’

*"must make the Dest use ol the torests from the - Vl@WpOlnt

Vof Lhe publlc interest Does tne system olscourage re-

eforestetlon anq encJurage the cuttlnﬂ of 1mmeture timoerQ

L II it does, then 1t is not worﬂlng for the 1nterests of the

:,common weal, Does 1t cause forest property to be placed

von the uellnquent taX rolls9 Quch:a result lS‘anbdd &as
giving SweClal exemptlons to the fOreSbS. Ail this is, of
’LOHTSG, an ldeai, but nevertheless 1tflsraleyS a@vms blerto
dlm hlgher than it is los51ble to dttalﬂ, since then the
*;final~result will be_less short of the:mark then it othefwise
’Wouid be.,“ et o | ” | |
| So that a Tax may be & good ano contlnuous revenue’
'producer 1t must be lewed at set times and not at the con-
 :ven1cnce cof the taxoayer. The unlt of tlme has generally
e;come to be accepted as the year, though peyments may be maoe
, equarterly or semi- annually as the law so occrees. Hav1ng
kfeseen that for flndl purposes the tax mubt to a large extent
5fbenannnal, thennext;thlngfls to determlne upon,what basis Ehe
:eeﬁax,wili'be levied. Foruany,direot,taxetwo bases'suggest:’

”ﬁ;fhemselVes.
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1) Cepital
2; Income

in the cagse of forests,capltal for tQthlon purposes is

k,the property, that is,. Lhe 1anu plus the tlmber on 1t while,

tf income is the return from thls 1nvestment The former can

‘always be taxea, but the lauter can. only be taXCd when there

15 an income to be Laxea.k As & result the 1dea of an arnual
‘perty tax on forests secmea the best ‘means of Drov1dlng

’sure and certaln-revenues each yedr. Thls tax solves the

'government’c problem, but is verj Ofuen ungust and 1neou1t—‘

eable 1n 1ts Operatlon. Many ylob*ens tend to ulstort what

.fﬂlﬁht appear at flrst glance to be a falr and Jjust tax 1ntoe

‘en eytremely burdensome one. These WLll be fully lecuseed
in relatlon To Brltlsh Columbld 1n alldter chapter.
The second ba51s, tﬁat of income haS led to bhe’

»development of the pr1n01ple of the "severance taX"2 Thls

,‘term 15 a very: cum0051te one%mbre01ng several forms Of taxes,

“on 1ncome.. It may be in the form of a gross income tax, a

"neﬁ income tax or a yleld taxg‘on the qudntlty end CUallty

P Of:the natural resource that is belng severea from its

 'Of1ngal restlng ploce. Such a tay is a llcense or prl—

Lvélege th, and &s such alffers radlcally in princip le fremk

laithe;property tax; The‘justlflcatlon for such a Tax lies in,

effg; So named beoause of the LOHlSlaﬂd Severance Act of
1920 , :

2f5' ~The. theury of the yield tax and its eppllcation in'
- British Columbia in The form of royalties w1ll be.

discussed in. a later chaoter.
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’kthe‘fact thataeny nétufal,resouTCe:is“é natural‘gift~end not
e resdlt of humaﬁ endeavodr,' As a consequence the soverelgn
authorlty ought to pde]Clpdte in Lhe rMunearned resource! and
so~the tax beoomes a "guid pro guo' levied 1n return for the
'H?&privilegeyof seﬁering-the particulaf‘natural'resource. How
; burdenéeme*sueh a tax will be depende on wheﬁher it is leVied .
kin.additiOn«to tpe‘property tax'without a subeequentfreduction‘
in thejlétter, and‘naturally'theerate of the seVerance tax.
It is instructive to note what Professor F. R
eFalrchild ‘the leadlng forest tux economist’ of the United
'States, has to say concernlng tne additional levy of a
‘Severance tex. .
; "Therea¢s’no Justlflcation fof & severance
‘tdx, in addition to property or other adequate tax,,
in the case of forests, except possibly as a measure
to be ap*lled to forests destructively exploited
¥'w1thout provision for restocking." 4
~ The destxuctlon of a natural resource and the p0351ble
“w'damage done to the surroundlng district sre 1myortant con=
~e31derdt10ns., 4 forest is not necescarlly ) mastlng asset |
?llke a mlne, but may be s0 1f mantonly cut In such cases
the effects on the nroduct1v1ty of all'nearby'lend through

?denualng Watersheds of thelr streems in these areas, may be

' serlous indeed. Then dgaln, dlsastrous cllmatlc changes may

4, FPairchild, F. R. and ASSuClqteS - Forest Taxation in the
~United States. (Washlngton, U.3. Department of ri-
culture, Miscellaneous: Publication No. <18, lQSé% D. 635
—= hereafter cited as balrchlld "Forest Taxatlon." '
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resnlt from‘eemplete;Stripping,of:fOrests. Finally, there
nare~the‘fntnre-generationskte befconsidered.‘ Have we. to—d@ya,rlgn;~
te‘completayWasteﬂe naturaleresouree;‘which but'for«our wanton |
destruction ceuldkhave'supported our sons and grandsone°, It
i.haraly epDears Just that we should turn our- teuntry inte L

: another Sahara Desert brlnglng about such a metamorph051s
rmerely,for the sake Qf‘present gain. ,These points are all
‘~very cleerly,summed»up‘in an oid;Roﬁan law maxim:- |

| ﬂsicﬁutere tuo, ut non alienum7laedas"5

15No_men'has, therefore, aeright torwaste the forestkfor(his
‘Zown:enrichment to the detrimentiof the‘preeent~orkeny future

@

generatlon
| Thls brlngs us rlght up agdlnst the Question of

Whether COHSGTVatlon is then ‘a sound pr1n01ple for a forest
';taxatlon pollcy. ‘Such, prln01ple cgula take'two forms,
) flrst a texaln the form'of a,protectlve ban,;cr second,'a
"tuX to encourage reforestatﬂon. 'The‘cempiete'apgiieetion of
the former would 1n dll probablllty, depending, of course,"
.on the steepness of the taX, leaa to a cessatlon of forest
ecuttlng, This would react much more severely on the govern-
"*‘meht than on the forest owner for he could seeK other avenuesfe:
“of employment for hlS Ca)ltal, whereas the: government would
 ilose all the forest revenues. & tax of thls nature would -

‘~?ithen be 1nezped1ent But thls does not mean that part of

*the forest tathlOH system cannot be de51gned to 1nc1ude

B, "You must BO use your property aS not to 1n3ure
that of your neighbour." -
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kv5thiseprinciple. Some form of SMdll protectlon th prov1a1ng
it does not hlnder legltlmate operetlons haS much An-its

favour., ‘Let us turn now to the second type, a tax Wthh Wlll

N eneourdde reforestetlon. Suchr tax woula be in the very

best 1nterebts of sound forestry yractlee and of the iuture
good of the state. But no tax has yet been'deslgned;to
approxlm ate anything Veryyeloseth‘Such an idesal situatiOn..
“Leglslatlon to prOvide rules'f0r~ref0restation is nearly;al;
'rwaysrneceSsary; kSo mahy menkare‘iﬁterested~0hly:in the
"_preéeht ahd;eannot be convinced that it is to their own~future
rinterests tokplantseed trees.f A minimum taz would therefore,
®‘3 not accompllsh reforeSudtlon and mlght even result in the
"opp051te effect by offerlng & greater opportunlty to quick
f[wealth. The pr1n01ple of conservatlon for forest tdxatlon
kscheme is sound and must be 1ncrea51£giy $ud1ed in order to
'r .preserve our present forest reseurces and prov1ae for our
1'7future forest resources. | ‘ B |
H Frommthls outllne of the pr1n01ples of forest
;etaxation, the CngleXity of,thernature of‘the tax problem is.
~;eeyident,vf80 meny things have toybe aehieVed in any forest |
“etakefion system,thatfit'is‘impoesible~to fiﬁdeone,miraculoue
‘,élixir to'solVe-all preblems.' Much‘has to be done in the
1way of trlal and error and often what is- 1east harmful haS |
:t0~be acce-ted But underlylng alr thls, the pr1n01plesfb M

ealreaay mentloned each dttempt to seek & level Compatd§%¥e

- with one another.




., CHAPTER 111

¥

The~Disgpsal of Timber In BritiSh Columbia,

A. The Orlgln and Deveiopment of Canddlan Tlmber Reguletlons
In the various ex1gen01es of the nlneteenth century,
'Wheﬁherfpolltlcar,,mllltary,,5001el or commercial, any policy
,of;ethervation with regard“te'haturel/resourCes,was entirely
| precluded,, The maih idea in the minds of the rulers of Caneda
| Was“that the quicker the foresﬁ~Wasrcﬁﬁ,kjust sa muchﬂquiékerk
:ﬁoﬁld'egricﬁitural settlement prdceed.‘ And aéethis was deemed
to be the best form of settrement forku prosperous Canada of
“the ruture,,the foregts were from thls angle only bar to
;i progress. People beheld the suectdcre of & frontler gradualiy
i-mov1ng WestWards and. of o forest land ‘being cleared and ETaDS—
F\'_formed 1nto‘farm1ng land.f'Thls“procees seemed to,them“only
neturelr kThe~iumbermah~was to be teiereted aéfi‘neceSSary
| ev11 beceuse he paved the way for the Settler. |
' Thls 1dea Of clearlng the land for the aettler at
7ftimes,reached what seems rn our day the helght of~r1d10u10us—

ness. Both in Upper Canada and Lower Canada laws were passed

‘directing the insert{bh of a clause in all cuttlng that a
mlnlmum of one thousand feet’pernacreumust be felled each yearl",
eAnd~lestfthe lde of a good market or trdnsportatlon fa01—
“;lltles deter cutulng cperations, 1t was qulte common in tﬂese,
: two original provlnces of Canada to fell and‘burn timber in
rjerder'tovelear'the land. Aseafconsequehee'much fine timber

. was destroyed in thls mdnner.

,  1 Lawler, Ju Hlstorlcal Sketch of Caﬂdd 's Tlmber Induetry
‘ (Forestry Branch Clrcular, No. 15) p. 3. , ;
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Lth these 1deas in . view a dlstlnctly Canddldn system

of 1ed51ng tlmber land to lumbermen for the purpose of cuttlng
the’tlmber thereon,,wasVlnteruced.; A~certaln specified time-
- was a}lOWed fof'Clearing‘the landfof timber, preparatory to
f‘thelarrival’of ﬁhe sétﬁler. fThe‘fallacy9in this3principle
;,of the lumberman pldylng the role of the frontlerman lay An-

- the fdct that the farmer could not push him 1nto the- 1nter10r’
: 1ndef1n1tely. Somewhere the timber lands would eﬁd. And
furthermore, all types. of lana are not suitable for culti-
vation. A Cl&SblflCdthﬂ of lands Shltable for agrlculture

‘and those valuablevonly for‘their ‘timber would have been a

‘~'Wiser‘coursert0 have followed For otherwise the lumbering

klndustry under the frontler Pr1n01ple could only be " trane

- 51tory 1ﬂdustry, Whereas we KnOﬂ to day that both farming and'

fﬂlumberlng can develop alcngiue each other‘

k Homever, in all falrness to the lea81ng sttem 1t
must be cdmltted thdt it saved the land from belng permanent—
”'1yﬁallenated.; As a result at the present time, less than

- seven per cent of the timbér;lands‘of~canada are privately
gowned, a_very‘favouféble figure in ¢omparison with that of
the Uniﬁed Sﬁatés of Ameriéa. only ih Nove Scotia (where
Somé seventy—fivé’per'cent;offthe iénd is privately owned)‘
:jand in NeW BrunsWick’(Where about,fifty per;¢ent,is’privately
iiheld> WaB:thiS systém not'adopted~ﬁﬁtil'well on into the '

twentieth century,
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kIn more recent years ﬁherefhasfgrown up the praétiee

Vof disposing of timber under aktimberyggle‘contract5_annﬁally
  by~public'tenders or pybiic auctién.~‘Under SuCh a;sjstemfonly
:  the timber is alienated,‘the land remainihg under the control
of'the\provincial auﬁharity‘of itéklécation. ;The application
;01 thls method in Brltlsh Columbla 1s SDGlelCally dlscussed
in later sectlon of thls chapter. For'Canada generally~1t‘
is worth notlng that it has come. into Idlrly general recog~_
nltlon by the several prov1nces as the most sound Dollcy of
© timber dlSpOSal both from the standp01nt of good forestry |
r,practlce and the best 1nterests of the people. Tdble no. L.
_‘ aep;Qts theksystems of timber disposal in use,ln Canada to-day,
andjit'is to be n6tioed,thét thé‘timbeflgmle istemploYed~by
 -’ali‘authorities excépt Quebec, Nova Scotis and New Brunswick.

; s S : ¢ , ; :
‘The*right to dispose*the forest lands has been since

- the tlme of Confederatlon one of the prerogatlves Of the

severol prov1nces. Accordlng to the Brltlsh North Amerlca
' fAct one of the eyclu51ve powers glven to the prov1n01al
. g;eg1slatures was: | : :

o ; "The management and Bale of the Publlc Lands-
belonglng to-the Prov1nee, ana,of the timber and

Wood;thereon;"yg.

:;'32; ~Br1tlsh North Amerlca Act 186(. .30 &and 31
- ,Vlctorla c. b, sec. 92, subsec. D. ' :
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" 3 Table No. 1

FForms of Timber Disposal in use,inkCanédafto-day

PROVINCE . NATURE OF TENURE  : BASIS OF COMPETITION
Nbva Qcotia‘; AnHUal renewable licenSez ‘,Ndn~¢om§etitive
New Brunsw1dé i. Sawmill‘licenseé';  ‘; ’Public;Aﬁotioﬁ 

| ";‘2 Pulpkdr’papef liCenéeé | e
;;5. C rown tlmber llcenseé‘
; dll~dnnudl & renewablsij
Québéc‘f“i 1. annual renewdble é‘ N
ERAS : license :  Public Auction
: 2. Special Llcense A '

Ontario *:;Annual renewable llcenSe: ~ Competitive tender

Manitoba : 1. Annual timber sale - Public auction
R . contract: e
2. Annual renewable 43
~ ' license

*.Saskatche—.;l.fAnnual«timber sale :  Public tender.
wan: B : - contract: L
e 2, Annual T enewable e
L llcense :
“Alberta : 1. Annual renewable : . ,
R license :  Public tender
¢ 2. Annual permlt berth S :
s 3. Timber sale e
British : 1. 1 year renewable : 1. Public tender
- Columbia timber sale 2. Open publlc
: : 2.1 year hand- Loggers' S ; auction.
O license 3 :
: __ (non-competitive) :

-Source: chkson, J R: "Timber DlSpOS&l Reguldtlons in Canada

Lo in relation to Forest Mandgement" The Forestry
Chronicle. Vol. X. pp. 3l-42. - and Statutes of
British Columbia. B :
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 f’Th1s does not however, 1nclude all the land in each pPro-.
‘v1nce as certaln lands mere eeded to the Dominion govezn—"
ment at tne time of the Confederatlon and  the succeedlnﬂ ad-
 mittanceS to nheknnion of the other provinces. In British
,-Columbla by the terms of the Act of Unlon, the pr0v1ncek
transfered to the federal 5overnment lO 976 OOO acres known
nas the Rdlley Belt and extendlng tmenty mlles elther 31de :
of the “abh for the Canadlan PalelC Pallway, up to the
head of Burrard Inlet “and 5,468,000~acres in the Peace 
o Rlver in lieu of land 1n the’Railway~Belt which had pre4’
,v10usly been &llendted by the prov1nce.5 Thls ldnd which
/contelned some leuable tlmber together Wlth coal resources
"Nas returned to the province in 1980. &

Apart from thls the rest of the land of Brltlsh

éi(

AColumbla comes unaer Lhe authorlty of. the prov1n01al govern—

,ment s prVlded for in the Brltlsh North Amerlcd Act The":‘

vvarlous forms of land tenure for dlsposal of tlmber ldndq

“ythat have developed 1n thls prov1nce‘are rather com)llcdted

| "and must be explalned in order to cleqr1y understand the

thdtlon of¥ forests 1n Brltlsh Columbla. Four maln of types

- of tenure are‘to;beﬂfound in our prov1nce‘to—day:-

3. Order of Her Majesty in Council, Windsor, May 16, 187L1.

4{k‘Muiholland,fF;D.: The Forest Resources of British
Columbia. (Victoria, King's printer, 1937) p. 4.
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i)'Crown—grahted lands.

é) Timber leases |

5) Timber licenses
@4) Timber sales. A
‘ ;Of these, only the laSt named 1is empioyeo at Ehe present lee,
kalthough the tenures granted unaef the flrst three prlor to
their respectlve abolltlon are stlll in ex1stence. In tables

3 ‘and no. 3, the acreage and the volume of merchantable

etlmber 1s glven for the tenures under olscuss1on It is. to be

noted that the undllenateo land 1ncludes tlmber sales and other‘

prov1n01al lands‘not ‘disposed 1n~any of the other types-of
: ktenure;' A o S ;

B. Crown granted Ldnds. _

In British Columbla the earllest form of land
': d1so0sal w@s thdt of Ehe crown~grant ThlS permenently ﬁ
'T:allenuted land sold in this mdnner, glVlng the new owner the
‘ fland in fee slmple. Such tltle, too, carrled w1th it the

r 1ehts to all the naturul resources dppurtenant to the land.

’Accordlngly, much Veluable tlmber was acqulred at the SGme |
lefrates*astordlnary~lanq, w1thout even the reservation of a |
ifbyaltY."As a Royal Commission'ih'lQlO ﬁoted-'k ;
e "In the early days of the Prov1nce timber

lands seem to hdve hdd lltLle or no leue in the -

publlc estlmetlon."5 L

5. Flnal Report of the Royal Comm1851on of Inoulry on
Tlmber and Forestry 1909 1910 Do Ll
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(OWNERSHIP OF MERCHANTABLE TIMBER STANDS OF B.C. A 1887

No. &

 Table

1. ACREAGE

OWnership Class

S kdberk
Accessiblefcent

: , - per:
Inaccessibletcent

Total

' Unalienated Crown
timber

14,799,600

P

}58.0

12,279,200 185.4

15078, |
800

Timber Licenses

2,162,800

26.1

1,234,700 | 8.6

3,397}15.0
+ . s00b

per
cent.

5.4

and Leases

Crown (grants and
__Indi&an Reserves

1,313,100

5.9

L 866,400

2,179,

9.6
500t -

TOTALS

8,275,500

l100°

100 .

14,380,300

22,6551100

“5‘TablefNo;;5g‘

2. THOUSANDS OF BOARD-FEET

500}

~ OQunership Class

, “iper |
jAccessible

cent

TInaccessiblefcent

$Qtal cent

Mper“

. Unaliehétedicrown
.. tinmber

144,803,900

100,655,800 [69.5;

145,4

Boutadsr.l

 Timber Licenses

50,902,400

46.4

- %1,124,800 {21.5

i

82,08482.2
7.2

and Leases.

“Crown Grants ahd:i

. Indisn Reserves |

14,031,900(12.8

12,980,400 | 9.0

27,01{10.7

: GQ,’Z&O .

| TOTELS

- /.

1109,738, 200

100

1100

1144,761,000

|25a,8]
_199,£001100 -

 Source:- Mulholland, F.D. "The Forest Revenues of British

=  ColumbiagU PerCentagé’figures calculated from

- acreage and volume figures obtaiﬁed from this book.
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Ot@ér»large alienatiens‘includingﬁsome‘valueble
\ §foreSt lahd‘were elSO made‘forethe‘enceﬁragement ofeaespe—
iCifiC'?TOjeétxl Mest of theseiwere grants in aid of railways
kandﬁto aelesserfextent,\roeds. The history of ‘the 1aﬁds_‘
egrahted to ‘the Dominion government and their subsequenti
;return to the prov1nce hoS been detdlled. «Besides this,s
,,however, 8, 205 410 acres were grantea to VdrlOuS rallwdy‘ ,kk , |
’ compdnles;’of which 4 065 076 acres were afterwards rer

purchased by the government ledv1ng k permanent dllenatlon
’1‘30 the rall\ays of 4,128, 334 acreé.@, Of the remalnlng rall- ‘

veWay grants thday, the most 1mportantwls the grant'of 1884 .
'c,to the Esqulmalt and NandlmO Rallway, covering over two
mllllon acres. Thls Drdnt 1ncluded some of the flne«t stands
" of Douglds flr 1n Bxltlsh Columbla, much of vhlch huS 51nce e
k‘pasked 1nto the hands oi pr1Vate companles. |

The flrst attempt to prevent further wholesele

alienatlon .of tlmber lands came in 1884 , By the prov151ons
_’",of the Lund Act of that year 1t was decreed that ,
| ’"No lqnd chlefly valuable for timber Shall be_’

diSposed of by public or pr1vate¢sale.“7

6. . The originél\railwayegrants were: '
+ ‘Nelson and FortiBheppard Railway - 550, 785 acres.

British Columbie Scuthern Railway 5,755,735 1
- columbia and Western Railway - l 348,225 ,";'
Kaslo and Slocan Railway ' 250 Oz "
Columbia and Kootenay Railway. 188,593
Bsquimslt and Nanaimo Railway 2 llO 054 "

' : : . , oo Total 8, 205 410 acres.
.. Land Act 1884. 47 Victoria c, 16. -
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‘But thiskaeﬁvgemained very lergeiy‘akdead,letter A sub-
rsequent act Of 18888 imposed royalty Charges and raised the
: pr1ce of land in general from L. UO to %2 50. Since these
,prlces did not take into con31derat10n what type of land it
ewas, SO tlmber land could still be secured at the same price.
as any other land A step in Lhe rlght dlrectlon was taken
in 1891 by llmltlng all Lypes of land purcnased Lo sections
,from loO to 640 acres and a second purchdse was not Bermltted
’~dunt11 the flrst hdd been improved to. an extent equal 1n value

'to the orlglnal prlce of the land 9_ Tlmber lend, under thlsk

: leglslatlonfmas Stlll not cla 551f1ed as. such and could stlll
'~be purchesed at the prlce of first. class land i. e. $5 UO per

. acre. It was not, however, untll 1896 that the pr1n01ple of

- state ownershlp of the forests of Brltlsh Columbla was recog—

nized by lawlo\ From that date on&ards all "tlmber land" was
; reserved from sale or pre- emptlon.' The statutory deflnltlon
Qf thlu "tlmberwiand" was fixed as 1and carrylng 8000 board

5_feet to the acre west of the Cascade Range, and 5000 board

—feet to the acre gast .of tne Cdscade Rangell

These reguletlons
dere Stlll in force to—day. Unbll government inspection'was
’#establlshed in 1912 some timber areas were. secured but the
ggeneral,aggregate of C rown;tlmber has since 1896 Tremalined

‘:intact,

8. Land Act Amendment Act 1868. 51 Victoria cl6
9. Land Act Amendment pct 1891, 54 Victoria ¢, 15.
10. Land Act amendment Act 1896 59 Victoria c. 28.
11. The Cascade Range by statute includes the Coast
Mountains, which border the Pacific coast and lie
~north and west of the Fraser River.




B C. Timber Leases

‘In 1870 the lee51ng system of timber disposal was

12

introduced 1nto Brltlsh Columbld. ~ The adVantdgeS of thls

v}nisystem over uhat of the crovn grant were very great from the

Eenp01nt of view of ‘the government since. 1t still retalned po-
Zf?sseSSLOn of the land only leaSLng the cuttlng rights. Furthef—
{more, the Legislature hoped too, 1t would encourage the
  bu1ld1ng\ofksawm1lls,’eInQeea, by 1888 thls was deflnltelyka
'“ §015cy’of theipfovineial governmentwfor'an‘act of that’yearl5
efmade the erectlon of a 3awm111 an eqsentlal condltlon of therk
gra anting of a 4 lease;‘ To give therlessees a security of tenure‘
comparablefwith thaﬁpef enners of croWanranted.lands; the
term of the leases were set at thlrty years. A further ex-
*nten31on of the lea51ng system 1n 189114 granted the right to
eﬁ:cut hemlock for tdnnlng Eurposes. The dlfferences between
‘*‘thls type of Wedse and the ordlnary lease are not 1mportdnt
¢ enough to warrant aescrlptlon here. -
’ | The term of temure of these leases as 1t ex1sts
ﬁnnto day was flxed in lOOl 15 In thls year it WaS prov1aed that
\ ?1ea3es could be renewed for consegutlve and success ive perlode
‘~eof twenty one years; subgect to such taxes aq the government
km;ght~1mpose.‘ The old thlrty—year-ledses Were permltued to

'efenjoy“%he seme,privilegeyif they surrendered‘their old lease

- ;123,'Land Ordlndnce of 1870 e

© 13. Land Act Amendment Act 1888, 51 Victoria c. 16
14, Land Act Amendment Act 1891, 54 Victoria c. 15
15, Land Act Amendment Act 1901 l ‘Edward V11 c. 30




within one yegr. TFive Vears later the gramting of leases

des dlscontlnuelebut alld lessees were allowed to reteln thelr ;

leases granted to bgls time on the condltlons of the dCt of

1901. " The reason Tor thls actlon was that the lease~ hold

l system had been prlmdrlly de51gned to prov1de sewmlll OWners
r"w1uh a definite source of lumber at cheap rates, but w1th thek
’1ntroductlon of the llCtﬂSlng system (descrlbed 1n sectlon D)
 :thlS was no longer necessary. Ihls system~had done its part
linghelbing to establish the lumbering industry. Now that the

“;rindustry Wes established its,use‘wes largelylover.f Ariother |

yijcontributihg factor in its'aboiition:was that it was & very

i Wasteful system of tlmber dlSpOSal - One lease of fivekthousf~

~and acres mlght contdln flve, ten or even more scattcred

f’is thefwooa—pulp lease. It was flrst grdnted in l9O

"areas in & forest dlstrlct some nf which would be less than
- a couole of hundred dcres in extent Much of‘the~chOiCest k
sectlons were thereby selected leav1ng the areas in between
Ato the prov1nce,too,small‘lnemanyfcaseskto,be productlvely
operated. h e | | |
| | One'Other type of‘leaSekthet existS‘tonay;‘butk
under a olfferent tybe of tenure, deserves aLtentlon. That
1, l?
in order to -encourage pulp and paper industries in Brltlsh
iJColumbleak The length of tenure was twenty one years and ‘the

,ereCtiom of ) pulp—mlll was compulsory. Before the abolle,~

,‘tlon of thisktype~0f leasekln 1905, some 558,250 acres had

R T

16, Leand A ct Amendment Act 1906 6 Edward Vll c. 24.

i 17. Laend Act Amendment Act , 1901 1 Edward Vil C. 30.

18, Lsnd sct Amendment Act, 1900 04. 5 and 4 Edward V1l
S N c. 39.
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ebeen disposedaof in this manner; tAll these leaeee whlch to-
"gday cover about é55 OOO dCfeS were ‘renewed in 1936 Ior a perlod
 0? elghteen years.l9 “Although this form of tenure has never

been rev1ved in 1912 & llcenee for the dlSpOSal of pulp

Wwas grantea in the form of & tlmber sale contract. 20

D. Timber Licenses

The origin of the'timber licenserin Britishk
Columbia Was the old "general lieense" desighed to enable
the small and ;naenendent lumberman to Obtaln tlmber. Undef‘
a ng,eneral llcense" such men coule afford to operate Where—fe
AfﬂdS they could not afford To take out 8 lease with 1ts con—
C’letlon of the erectlon of & bdwmlll with afllmlt of a
' ,thousdnd acres. these ilcenses were flrst vranted in 1884 onk

a fuur Vear tenufe.dl In 1888 "specxal lice seeﬂon the same ~

o condltlons exceJt that they were rentwable annudlly, were

‘f,lntrodueed

The amount of tlmber land taken up under these:
~,,11censes w@s, however, very smail dﬂd mlght hawe remulned
iso but for the condltlons of the tlme. Tow&rds the end of'
'the nlneteenth ‘century and aurlng the flrst decade of the
ttwentleth century, there was a perlod of great rural develop— f‘
,ytment and rallway expan51on, and &s mlght be expected the |
tﬁ,cpnsumptlon of lumber'began to reach more thdn_normal
»ehheivhts; The result was. "timbef famine.ﬁ”’Therefere, the

“government of Brltlsh Columbla seelng the enormoug areas of

,TeLQ. Mulholland op cit. 'p; B4.
.20, Forest Act, 1912. & George V c. 17 Tl
;3“21. Tlmber Cuttlng Act 1884 47 Victoria c. 54.
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ki7t1mber land 1h the provrnce lying idle and recognlzlng for
7 thekfuture the serlousness of a "tlmber famlne", perceived
thwan~opp0rtunity to relleve the srtuatlon and at the same tlme
e seeure thereby sn 1ncredsed revenue for the treasury.v According—‘
ly, as early as 189d the provL51en fur staklng lands for 1li-
'censes was passed gand in sucec351ve Vears by maklng the 1i=

cense transferable ‘and renewable for twenty—one years. Ase

oA result, When the "timber famine" became acute, wild spe—

: culatlon took plece and for a time there was a large boom.
k',But as was 1nev1table the acquleltlon of timber fdr outran the
,reeuirements ef the market Flnally in 1907 the‘government]
2

h although they Were rece1v1ng the greetest revenues in their

| hlstory from the stdhlng of these llcenses, saw thet the fut—

"ure resources of the prov1nce were belng eXy101ted for gain

rd

'f’1n the present, and thet belng the case withdrew this ferm
of tenure by order-in- coun011 23 \'

| | In the worst years of thls w*ld staklng (1004—

‘h707) mmw l8hOOO souare mlles of timber land were SO elsoosed

000

'by the government dnd thls are contalned about JOO UOO ‘board :

feet of tlmber. In 1904 there were only 1451 llcenses in

\¢¢ex1stence, by 1907 thls number had 1noreased to over

'hlo OUO Althouﬁh the ur1v1lege of staklng further llcenses

o was w1thdrdwn in 1907, all equltlestln rlcensesfwerefkept in-

28, Lend Act Amenament Act 1894 57 VlCtOrld c. 24, A

: yarallel situation is to be found in the United States
~at the same time in the Homestedd and Timber and Stone
o Acts
“TLZSQ“Order -intcouncil, 1907 7 EQWard vill.
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tact., Since that date they have gradually decreased‘in

 ~ﬁumber through being allowed to lapse~or'through tax delin-

,Quency,‘and to-day there are only & few thousand in existence.

AnObher form of llcense of minor importance, but

‘Whlch has to be mentloned because it is Still in existence to=
: day is the hand—loggers' llcense. The orlglnal terms under

*,whlch This form of llcense Was aranted are worthy of note

- since they 1moosed no restrlctlons as: to ares or methods
Cof - logglng to be employed | |
"The Chlef Comm1531oner may,. upon the pcyment
eﬂ*efithe‘sum of'$1b'therefor, grant @ygeneraL llcense
Eto eny peréen to'cut'timberkupon‘CroWn,lands, not:‘
':being’timber iimits, without any reserVaﬁieneas to
aréa¥e{énd such ligense shalivbeﬂin force for one’
year from the date:thereef; and ﬁoflonger."24
‘iThe ReYalHCemmissioheof;inquiry,bn Timber‘and‘Forestry“
19”9;10 reoommendedithe discontinuance of such lieenees,“
kfbut “this ddVlCe has never been followed by the prov1n01al
 ngoVernment;~ Except for ralslng the llcense fee and pre—‘
",SCribingkeertain mlnor restrlctlons they remaln“toeday

much as they,were in 1888

kBy~this'llcense much flne tlmber has been 1nd1—k

‘7fseriminatelykcut}, The 1and, too,vlsedestroyed for future ~'

 use since many of the trees that are cut never reach the

- water, because of an amendment which forbade the use of

24, Land Act Amendment Act, 1888. 51 Victoria c. 16.




98-

: étéam'powerf ﬁThe fire~ha2ard‘frém such'debriS~is enormous}
'An~estimate by*the COmmissiOn of Conservstion in 1918 for
‘a twenty elght year perlod 1s enllghtenlng on thls matter.g5
| 500,000,000 board feet marketed
v500 000,000 " L cut and alloWed”to'go to Waste
| BO0,000,000' o ‘ﬁ"lnqlreotly uestroyea through
| | | flre and w1ndfall |

'From a tdxatlon p01nt of v1ew they certainly‘are'

not Justlfled In the l&st forty years ‘they have provided |

5 annually a few thousand dollars., 1n llcense fees and from

flfteen to twenty thousand dolLars in TOYQltleS.‘ Thls is

very'llttle 1n~comparlson~w1th the‘aamage done. The probable
1reason that ths form of tenure is- perpetuated 1s out of

{  ympathy for the small man. P : -

E. Tlmber Sdles.v

Wlth the prohlbltlon of tlmber land allenatlon

- , //ﬁmwm\\ ,
,'under the crown grant tlmber lease or tlmber lincese, re- ;?
L \Wwﬁaﬂﬁ,
Tspectlvely, no method femalned by which foreqt land could be

‘, secured. Accordlngly, the Forest Act of 1912 1ntroduced

g; the system of tenure by which tlmber is dlsyosed of to this

~day, the timber sale contract “6 ThlS tenure glves the,J

 holder the right to cut and dispose of the tlmber on the Land

7]fw1th1n a specified perlod of tine, usually from two to five
vfyears;k Thls tenure, however, carries Wlth it no rlght to

AR L

: :25; 'Whitfofd and'Cralgg ob;'cit Pp. 94— 95 '
26, Forest Act, 1912, 2 George V, c.kl7k See appendlx for
[ copy of thls contract , :

A
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lkfﬁe’land on’ which the timber Stehde These’tenures are all
dlsposed of by publlc tender or open Uubllc auctlon dependlng
'on the amount of tlmber ofiered |

The number and area of theee;timber saies grahted
' each‘year[haswgradually ihereased. ~About fifteen per cent of
~the férest‘reVenues to-day come~fr0m the item of stumpege,
~ui;eQ thebsale~price of the~timberk5016 underetheuterms of‘a
Vtimber Sale cOntrect The greﬁth ih*exteﬂﬁ and lmportance

S

fof thls type of tenure is clearly erlcted in the follow1ng

| etable of tlmber sales awarded. =7

 Table No. 4
~ AN : R ' :PER CENT
YEAR :NO. @ SALES : ACREAGE : SAW TIMBER (F.B.M): STUMPAGEOOF
R DR _____:TOTAL REVENUE
1915 ¢ - Lt ' TR , ' : : ‘
o 98 : 12,990 : 94,580,000 i 5,56
21920 : 594 : 121,690 : 440,649,755 : 7,04
_19g5: 618 ;94,015 : 189,022,514 . 13,29
1930 : 866 : 162,043 : 199,485,000 i 15.0%
;>1955'5 1357 : 251,058 : 260,831,000 i 11.0%
,f1956 1445 : 952,624 : 558,804,000 s 11.7%
1987 : 1449 : 278,988 : 450,798,000 : 15.1%
: s R o : ) e ,
_1086 : 1501 i 872,44 : 415,747,000 i 15.8%

| Much of the oercentage increase in the total revenue

 15 due to the rise in Stumpage prlces. TﬂlS is espe01ally

: _notcble up to 1925 as reference to graph no. £ Wlll show,

eiActually% since 1925 these prlces;have,decllned somewhat, but -

 97. Reports of the Forest Branch, 1915, 20, 30, 35-38. The
o last column was calculated from the total for stumpage
and the grand totalrmevenue for each year.
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‘thlS has been,offset by mnore than doubling the number and\
dcreage Ol tlmber SaleS awarded each year.

; Another 1mportant ieature has been the gromlng

mount of timber cut from tlmber sales. In 1915 this flgure
| represented only 9. per cent of British Columbla total cut
but to-day it amounts ‘to 19 9 per cent, more than double the
former level  The total cut, broken up accordlng to the maln
»types of tenure is shovn in Graph no. Sy <39for the perloa'
| 1925‘1958 Flgures for the previous ten years 1916 25 g

‘Were unfortunately not avalldble.

B8, Values in Grdph now 2 were obtdlned from the Beports
- of the Forest Branch for the respectlve years.
29. - The percentages in this Graph were calculated from the
< totals for each type of land status in the Reports of
the Forest Branch for the years 1925 1958 ' ,




PERCENTAGE OF TOTAL TIMBER CUT BY LAND STATUS 1925-1938,

100

-

e e
< __ Miscellaneous. - ,
90 o aeen

70

60

50 P

PERCENTAGE

= p ~ o . > ,, o g e A
40 - @ o / - - / e
. / ¢ // b

Ay Y 7
2 4/// / A e /A
- ~
e

1925 26 27 28 29 30 31 32

YEARS
N.Bs-Miscellaneous includes Dominion lands,Indian lands etc,

33

34 35 36 37 38

°@ °ON HAVED

_gq_



BB

i Chapter 1§

“fThe‘Prbperty\$ax on5Forests:in British Célumbia :

‘A._General working of the property tax.

Whilst inrthe United States~Qf,America‘the préperty

Jtaz as a tax on forests has received almost general recognitioq~

in canadé-its epplication has been limited. In British
1{}Céluﬁbia the;straight property tax‘ﬁroddceS»ohly ébéut a
 f£eh§h;of the forest revenues, aﬁd this proporﬁion_has remain-
‘f;éd fairlyQCOhstant'for thé léét twentyjfiVe'years; ‘The 

: :fblloWing\table‘dempnstrates this,Very Clearly.l

. Tsble No. 5

£

YEAR : % OF TOTAL FORFST REVENUES: % OF TOTAL FOREST TAXES

1915 ;91 . gy |

1920 i R T L

»
. ed

HLREE e 10.2 S+ 10
1850 1 128 . R g.“;J‘>r' 14.9
 1935 | ; e '10.7 "¢  1~ ',“i o ;12;5;A,
1986 "8,7 N T
e b es b g0

{‘éﬁ;1958}' o 8.6 L 10w

One reason that this proportion is not larger is
© that it is applied only to one form of tenure, that of the
T - crown-granted timber land.

. i;f’The“ab0ve,pércentages in column 1 were calculated from the -

figures for each tax and the totals given in the Reports
of the Forest Branch for the respective years. The second
. column was obtained by adding the totals for the property
- tax, rentals and royalties, and then computing the percent
of the property. tex from this total amount. ‘
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f;*on all tlmber lundg obtelned in this manner s one and a half

_per cent tax on 1ts assesseo vdlue is charged

not the sole tax on crown grunts, as such land is also sub-

Lr['gect~to certain royalties as w1ll‘beedlscussed in & later

‘chapter It is worthy of note, too, that this tax is ad-

f».mlnlstered by the Flnenoe Department andknot the Lands De-

: partment as are the other forest taxes.k

Suoh tax on property satlsfles the govermment's

~'need for a,steady stredm of revenue each year, but has qulte

‘,« d1ss1m1ldr effects on ulfrerent types of forest propertles.v

In order to dnalyse these effec»s, forest propertles may

 ‘rbe convenlently lelded 1nto three basic classes.

5}

1) Annual sustdlneo yleld propertles.p In this
class of forest property the annual income is regularly
tsuffl@lentfto equal the 1nterest'on the,capltal value
'of the property.\  | | |
@f WDeferred yleld oropertles. Herefthekannual
1ncome 15 not GQUdl to, but leso than the 1nterest én

the Capltal value of the forest Capltal is. belng

‘]aceumulated to. the detrlment of present 1ncome, which

~1is to be deferred for some . future date.
'3) UDepletlon yleld'propertles. In this final

class the 1ncome is greater thdn the 1nterest on the

‘ Cdpltal Value, dnd as a result the Cdpltdl is belng

depleted for an 1ncrease in current 1ncome.

This means statutory tlmber land as deflned in- Chapter
111,

These terms are employeo by B, R. Fairchild in "Forest
Taxation in the United States!, though used in part by

other writers.

MoreVer, it is
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; A 51ng1e property may not Temain permanently in
':one,olaes. The deferred yield forest on maturlng may be-
:dCOmepan’anhual sustained yleld, whlch,ls the ideal 51tuatlon,

*grgand,phekaim of,most‘foresters;upr'yet‘a depletion yield,’

"ethe moStfdestructive type. B |

7 or;theppurpose of inveétigating‘thekinoidence

"gof the one and‘alhalf;perrcent forestppropertyrtax of Britishk
\«GOlumbia in*relationfto,eech of the abOve;typeskof properties,
;Qertain,assumptions”must be made. Let each of the three pro-

iv[perties be Worth $12;QOO~ifrno propertyutax_were,in existence.

;u;The interest rateomaykbe,takenkatké fairly conservative level,
B per cent. Property\No:‘l gets 3 perucent’perpetuallyffrom

" his forest land, i e. %56030er annum Property No;ﬁz defers

:fprhls income for 15 4 years when his capltal hav1ng dincreased

‘5,eto $19, 090 he obtains d perpetual annual income from it at

'!ddthe~rdtefof 3 per. cent i.e. $572 70 each year.‘ The thlrd
fe%property oroduces an - annual rncome of $5400 for Just over‘

;f, flve yedrs, at Whlch time all the capltal is depleted ~and'
'W:no further income 1s forthcomlng. - From thls 1t w1ll be seenk

k'that these three propertles represent the three types out—

1:e11ned above.

Now the provin01al leglslature introduces a 1% per

e’icent prODerty tax, and for the sake of comparlson in thls

~ljfstudy, an alternatlve of a stralght ana unprogre351ve 55}3

~ru'per,cent 1ncomektdx. In the case of each property, the value

'*14;~ ThlS odd figure is only used for convenlence in computlng
other amounts. :
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,peof7thefcepitél?imﬁediately7decreases~t0'$8000,ksince thet is
‘~feiithat aﬁyone/WOuld-pay for‘each oroperty, after diSCOunting‘
;Q’the effect of‘the tax, Such & purchaser would have to bear
\;all the future taxes and the Value of the capital is JJltheory
itheggylof its total future net income. |

In the case of the flrst prouerty, the dnnual sSUS—
frotalned yleld CldSS, the 1n01dence of elther ‘the property tax,
‘kror income tax is the same. The 55}5 per cent 1ncome tax de—v
“o,creases the annual income from $66O to $240, and the value of
‘;:the capltal,from,$12,000 to $8000, Just 55} per cent Te-

’:¢spe0u1vely. Noﬁ on the other hend the lmkper cent property o

- ~tax on the capltal value of the property, When subttacted

l,';must leave enough income to Cdpltallze to thls Value at the

yftassumed interest rate of 3 per cent. Taklng nx1 as the value
;;of the capltal then; ” |

' | 860-—0015}(—005}(

ip{end from:thisk"X" 1s:$8000,and a,l% perecent,property»tax in

tipBritish'Columbia’Would exact $120 just the same ae 55%5’per1

eifeent~o? $BGO Therefore, in the case of an annual sustained

rpfyleld property, a 12 per cent property taX is equlvalent

_ to a 55} per cent 1ncome tax The present worth of elther

v tax on thls property is accordlngly 55} per cent of the

ftTCapltal Value before the 1mD081t10n of the tax. ‘

o \ ;v, The deferred yleld (No. 2) property presents a

Tf rdther different picture. Here the $12 OOO forest ylelds
:,nothlno for 154 years, butthenceforward $572 70 per annum.

7“1A 50} per cent income tax on this property would proauce




/ 7nothing for 152 years and then exact $190, 90 annually. Under

hthls strdlght 1ncome tax the present worth of alL future texes

; wouldfagaln be ﬁéOOO or BS%Sper cent of the value of ‘the

C&Dltal before the introduction of the taX as in property No.
‘1. But the oroperty tax does not ect in this manner. It is
‘pald el" through the 154 year per;od while the owner 1e in
receipt of no income. To find~therburden'of'this tax we must
first‘obtain‘the velue?of‘the cepitel Now the future per-
Uetual income of $B7< 70 mlnus the 1% per cent tax must be
equal to 3 per cent of the vOlue of the capital. Solvlng

the equatlon as before: .

;
i
|
|
i

X : 57 70;—10 OL5X = 0.03x e : S

’fThe}value of the capltal (x) comes to §l2, 726 66 and a 12 |

- per cent property tax on thls is $19O 90, the same. as under

the 5 Uper cent income tax. on thls ba51s of a ll per centp

) property tax the present worth of thls Value is the emount

:1pwhlch Wlth 1% per cent for taxes end & per cent for interest.

jerlll equal " %ld 726, 66 in 152 year or that sum- dlscounted |

77}for this perlod at 4% per cent 31nce money doubles in 154V

‘feyears;dt 4~~per cent,5therefore,fthe present,worth is half

\“ethls flgure, 96066 33, ”Er0m7this the~pre3ent Worth’Of'the;
612 per oent property tax is the original caplt 11 1ess

L

/

e ‘The purpose of thls oad number of yeers w1ll now be
ev1dent :
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‘fthls amount \$ld 000 - 6065 05) which is %5657 67. This
figure represents the 1n01oence of - all future property tax-

‘tpayments on this aeferred yleld oroperty, “and 1t dmounts

- to 46»98 oer cent of $12,000 a conslderable degree hlgher

- than the o%}%per cent burden on the annoal sustained'yield'

'7r,fproperty.

1’ Flnally, there is the thlrd type, the depletlon
| yleld property. From this forest the owner in our example /
krecelves %2400 a year for flve years and the remalnlng Cap—‘
khltalyof $1200 the sixth year. ' The income tax of 55}5 per
‘~oent’would therefore produoef$800 fOr’five yeer, $400 the
51xth year and. nothlng after fthat. The‘preeeht value of
‘t’these amounts 1s %4000 or 55%%per cent of the capltdl prev1ous
“to the levylng of the th. This 1s Just the seme as in the |
r‘annuar sustalned yleld and deferred yleld propertles The
operdtlon of the 1% per cent property tax is vdstly olfferent
\;mhls tax Wlll take gach year an amount sufflclent to meke
:fythe cepltel for the follow1ng year, before subtractlng the
‘$5400 income payment larger than What it was the precedlng
: year by 4— per cent, i.e. 3 per cent 1nterest and lz per
h\cent tax., Then the value after the prooerty taX hes been
‘ndlscounted w1ll be

2400/ 1 - (1:045)-5). 1200 5
15045\ T - (T.o459T /T (I, 045)

. which solved comes to $10,536. From this it is evident
ﬂ_the property tax haS reduoed the velue of the Capltal $464
u(lz 000 = lO 556), Wthh flgures represent only 4,52 per
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From this analysis of theee tbree'types~of pro—kk

~ pertieee the incidenoefof the 13 per’ceht propertyltax dlear—
1y ie differentkinteach oase; ‘The Straight 65}5 per oent‘
income tax treated each unifOrhly.~'Assuming‘it remaihed at

the same rete the owner of each property could have prov1ded

' for all his future ‘taxes by puttrng away a fund equal to one-

thlrd of his capltal before the 1m0051t10n of the tax. But

Wlth the property tax the burden was not equitably dlstributed.

The present‘WOrth of this 1% per cent tax on each property

and accordlngly the per cent of" hls Cdpltal before taxes, each

owner would have to ldy 451de 1n order to meet all his future
 taxes (the tax ratlo) was as follows.—;

' 1) Annual sustalned yleld property 83. , 3% per eentk
~2)~Deferred yleld property:~k ; ‘,46.98 mooon
3) Depletlon yleld property o 4.52 o
’The conclu51ons to be drawn from thls lnequltable 81tuat10n’

are not very pleasant Most strlklng is the fact that the

wasteful owner comes ofl best Then 1t~1s also obv1ous that

‘the property tax dlscrlmlnates agalnst the deferred yleld
forest in favour of those yleldlng some form of annual in-

cOme, as No.l or No. 2.

'_One amelioratingkcondition should be mentioned in

Vf thispCOnnection;‘,If the effects of the property tax are

. fully understood and thefrespective'properties fully

capitalized tobmeet them, this unequaltmrden largely dis-

6.

~ This analysis,follws~that‘Outlined by F.R. Fairchild in "Forest
- Taxation in the United States®, but all calculations are
0 : : ' ‘ original
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fully

appears;, Horever, taxes are rarely"capltallzed This is due
in 1arge measure to the ihborn tendency of optlmlsm among - the
‘buyers and sellers and the uncertdlnly of just mhat the future

- may hold in the Way of taxation. As a result the property

ktax dlscrlmlnates agalnst deferredeyleld_investments and tends

Lo encourage early'felling of trees as in a depletion yield..
‘How gredt thls w111 be depends to a great degree on the level
~of the tax rate. | ‘ |

B. Influence ofuthe teX'rate

The questlon now arises. What effect will a change
1n the tax rate, up or dowm, have on each type of forest pro—'
'perty. Thls is a very pertlnent questlon as the tax rate
k'seldOm remains the seme for any long period of tlme.’ In
f\rBrltlsh Columbla the present rate on;tlmber land of 13 per
cent of 1ts assessed value has only been in ex1stence since
11925'; From 1917 to 1925 1t was B per cent and'prevlous to .
that aate 2 per cent : i ‘
e Taking the same three examples used in sectlon A,
we can dlscover the taX ratlo at any given tax rate. For
'pthe,l9l7—l925 perlod of a 3 perlcent rate these ratlos‘were
;as follows'¥~ | ; ” | ‘ ’ : ;
| | l) Annual sustained yield property 50.0 per cent
it d) Deferfed yleld property ' - 76.2 neoon
| 3) Depletlon,yleld pererty, S nkf8;7s’ﬁk no
iThe’differencetbetween'these ratios and those forha,l% per

/;_éent'tax rate iS'mOSt noticeable in the case of the deferred
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yield,pr0perty, and least noticeable in that of the'depletiOn

- yield property. AThe_reduction'of thefrate from 3 per cent

to 1% per cent in 1925‘thereforerbenefitted‘the deferred yield

properties most, but would generally tend to make the inequal-

';ities‘between;each\property less &s can be seen by an examin-
‘('atlon of Graph No.@,7

| - The cuttlng in half of uhc rate in 1925 has tended
to make the 1nequa11t1es between edch type of property less
\aggrquted:to—dey,~elthough 1nequa11u1esrstlll exist where -
capitalizetionrof‘taxes is‘not completeias was pointed out
preViOusly, ‘Indeed, as‘eerly es‘l919,/the % per cent rate

okiwasfdenounoediby'a Board of Taxation.,8 However, even though

ah the'lowering of %he tax rate may help to iron out inequal-

1t1es, the uncertalnty for deferred yleld forects remalns

pronounced. The risk due to an upward or QOWHWdTQ movement

in the tax rate over a long Derled for such a property is

very great o As the income may be Qeferred for any length
,of tlme over ten years; the property taX subJectc this pro—

eﬂ perty‘to a rlskecompletelyrout of proportlon to that of the

::joﬁher two. This 1s unjust where the yield is being deferred

~on account of the immaturity of the trees. hLowever, where

7. Graph No. 4 depictS‘the tax ratio for each type of pro-
- perty at tax rates varying from % per cent to three per
cent. These values were comouted on the basis of the

- original assumptions meoe for gach property 1n qectlon A

of this chapter.

/fo.8. ‘Reports of the Board of Taxatlon (Victorla, Klng's

- Prlnter, 1919) p. v 9y -
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“the ferest‘is being held for e rise in prices,’there‘is a
Justlflcdtlon. » | |

Another inference that can e dramn from a close
scrutlny of these tax ratlos w1th varying tax rotes, is the
effeet onkmarglnal properties. Let us take, for example, a
broperty close to wild land'condition. It may have a valuev
of %10 per acre for use as a deferred ylela forest pro—
4perty or $6 per ecre as~grd21ng lend As long as the tax

retio is not over 40 per cent the first use Wlll always be

chosen as being more pTOfltabLe, but the mlnute it goes above

- thietmark the second will be selected. A hlgh property tax
lrate will therefore tend‘to>SO shift the margin for deferred

- yield;bthat lend economiCally suited fOr‘sueh‘usefWill be‘
eemployed OtherWise ‘How 1mportant thls w1ll be in any region

depends upon the rate of the property tax on the tlmber land

there.

C . The Importance of Ascessment

The admlnlstratlon of the Droperty th is another
: Very important factor 1n_the determ;nat;on of the equality
kof~the'tax burden on each class of forest property. In
essence, thls ddmlnlstrdtlon deyends upon the eccuracy of
the assessment. ILs 1mp0rtance, therefore,.Cannot be over
emphasiZed. VEEven‘under-the,mildest’of tax rates if the

; assescment is faulty or iS~carelessly carried out, there

"w1ll result 1n3ustlce in ohe tax burden as between one pro—f

,perty and enother.‘
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By the laws of the province of British columbiafan
annual assessment roll is preparea in each assessment dlstr1ct
',based,on thekreturns rendefed by each~owner; lee other lqnd
timber land is;asseSSed at "the actual cash value of the land
g EE |

in money."

The maln pufpose of thls assessment is to find out

the value of all tlmber Land subJect to taxatlon.~ Theoretlcal—;

ly; the value of anythlng in economlcs is the qudntlty of
bso@e goods or service Whlch could be obtalned in exchange for
’it; | b %ﬁgggéfthls as accurately as p0551ble, asseseors us—k
‘ﬁally have access tkaale reallzatlons, and,eurvey and timber
cruisingrdata.‘fBut at'béstfaﬁy'eSSessment‘isee;judgment, an

‘ attembt to apprdlse the value of somethlng.~ e

If propertles are overassessed then thls is equ1—

fvalent to TalSlng the th rate, and 1f unaeressessed the

'*converse is true; If one property is assessed at & different

1evel to another, then there is 1neeua11ty between +these two, !

,propertles. The problem then becomes one of determlnlng how
«accurate aSsessments are. On obtalnlngma "true value!, we

can from this caLculate g ratlo between thls flgure and the

‘ assessed value. -Such & r etlo 1s knovn as an e ssessment
ratie.”‘ Perfect'essessment wouleyln theory result'in‘a

'bratie of lOOeper~cent; | ‘ 

 Now in‘the assessment ratio the numeratof isydl&ays

| knewn;bsinCe it ig the amount at ﬁhich thetproperty,is assess—

‘ed on the tax rolls of theVprovince.‘ But the denominator,

94 : L
Taxation Act, R.S. 1924.~C._254. sl.
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the ‘"true value! is not a matteruof record. It can be found
by~two methods,kfirstly by the estimates of an experienced
appraiSer,:and seeondly, by & consideration of Sale‘values.
_Bothtmethods are open to severe crltlclsm, but tney are the

only way in Wthh enythlng llke uhlS "true Vglue" can be

‘thdlned; The flrst;method‘was‘1mposSible for‘thefoiter, S0

the second in as far as it was possible has been adopted.

Sale figures were collected from various timber

/f:brbkefs and lumbermen. Data in'snfficient gquantity (ranging

from : to 12 sales in any dlstrlct) were only obtained for
f six assessment dlStTlCtS.; It would have been de81rdble to
/ llmlt these flgures to 51ngle year: nerlods, but thls was not

;poss1ble due to the paucity of msterlal in dny one year.

So three periods Were~§elected, namely 1925;1956, 1951_1954,,f

and 1936-1938. These figures were'then compared‘withksveragef

| assessment flgures for the respectlve pertods and assessment
| ratlos calculdted from these two groups.lo "
It must be cledrly unaerstood that the resulting
‘ assessment ratlos are. only an 1ndlcat10n of the accurecy of
essessment in generel and must not be construed to Te- |
presentfany 1n3ustlce in 1na1v1eual~assessmentsiln a single
 district. The limitatiens’ofethese saletfigures are nu-

. merous. To begin with any sale although a contract between

a buyer and a seller is not in itself "prima facie! evidence

e

10. See Table Wo. 8 for these dssessment ratios Ior Lhe
six assessment districts. :
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| TablevNo.,6

| Assesmentd Ratios for Selected Districts in British Columbia

1925 *’oO i

Assessment Dlstrlct' AV. Ass, i1 AV. sele Asqessmeht
© : .yalue per”Ac value per Ac: Ratlo;
Alberni 2 %57.47‘7 i 56 45 ';!;'101'8%
Comox i 89.80 i . 56.00 :  88.9%
. Cowichan ;o B0.46  :  78.66 :  ©88.57
Nanaimo ;4808 ;40,00 :  107.9%

“Vancouver ~§_~ 100.41 + 112.42 O

~Vietoria

1931 - 34

: AV,JSale_

i Assessment

“, Assessment Dlstrlct; é;iuéggér;Ac:Value'per‘ac; ‘Ratio
alberni g 66.66 i $ 74.07 i  90%
’COmQX~ : f50~69r; ﬁ»59,92~ : 84.6%
'CQWichan'k L omeas  84.45. ; 85.5%
 Nenaimo : 55.65 :  59.52 L 90.1%
k Vancouver'k : , S : i Ny »
Victoria . s9.46 i #5.00 av.vg
) o dess BB
SR o :TAv. Ass. i Av. 3Bale : Assessment - |
Assessment District:fvalue‘per Ac: value per Ac: - Ratio
Alberni ; P S R p— ; . -
Comox ; 42.35 :  50.20 84.8% j
Cowichan ; 51.65 :  56.80 .  90.9% |
Namaito P 35.86 ¢ 44.60  :  80.4%
'Vancouvef~ ; I i Ak s S
- Victoria : o C e N
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'féOufce:‘
The averoge sssessment values per. acre Were cal-
k culated from the averege assessed Velue for edch year pu—
~‘bllshed in the Reports of the Forest Branob for the res-
ki pectlve yeers.; In as muoh as they are averages of averages;
they are not 100 per cent dccurate, but the dlscrepancy |
over a perlod of few yeers is very sllght
The everage sale vélues per acre were cdlculated
tfrom sale prlces obtelned from tlmber brekers end lumbermen.
In the case of those on the 1nstallment baSlS, the present
_Worth wag computed ' where the terms of‘the sale included
ten 1nterest in the property, the Dresent velue was estlmatea,
",w1th the aSSlStance of the 1umbermen concerned Most values
\tdre tne‘everage of from 5 to lO Sales, but 1n no case hdS
an average for any dlstrlct been used where there were 1ess

}than 2 sales

Assessment Rdtlo Assessed Velue expressed as a percentage.

Gale Value
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of_the value of the propertyfbeing seld In the sale both
parties may not have equlvalent bergalnlng power; and the

esultlng sale prlce in such cases will conform to the party

~with the largest bergalnlng power rather than the actuel

market yalue ofythe property. Furthermore, some prices w1ll,
in =1l probability, répresent for¢edvsalesfand accordingly
kwill ﬁot be a measure of the'markef Vaiue atfthe time. O?er
and above these reesons,fthere is the‘fact that a large |
number of seles are made on:terms,.someﬁimes~to be paid'in‘a
: llmlteo number of years; end_at~other times; grantihg a per-
centdge of the tOtdl cutk ‘So; though the assessment ratios

: calculated from these ;;1e figures serve as an 1ndlcdt10n |
' for general purposes, they‘must notvbeJaccepted,;"lpse dixit",
| ~to prove“eny specific,inequelity asgbetweenfone district and
~another. R Y | Q R |

‘ The generel lﬂdlCdthﬂ from these assessment rdthS |
is that on the whole tlmber land in Brltlsh Columbla is |
,assessed~below rather'than above its actual value. In other
‘Wordsg the esseSSOrs‘tend to be cOnserVafive. This’rether
ledds to the conclu51on that owners of crown grents have no
complalnt in . the matter of over- assessment No concluslons
‘ as_to_d1fferences between elfferent dssessments oan be drawn

from the relatively small'meterial availlable for this study.



oeaBe

Chapter v

The Ground Tax or Rent

A Theory and general effectq of the th.p

The ground tax or rent is a fldt charge eyacted
‘annually and computed on the besis of some soe01f1ed unlt of
area. In Caﬂdda, the unlt of area that has come 1nto general
acceptance is the square mlle,’so that this tax is levied at
,a certaln rate per square mlle; The dlfference between such
“tax and the property tax now becomes ev1dent 'Whereas a
‘tax on a squdre mile 01 forest land under the latter may
,’vdry from year to year -as the assessment varles (assumlng the
“rate remalns constant), under the former it is a blanket
charge in each Jurlsdlctlon and does not vary each year.

To glve a clear cut plcture of the theory of this
tax is not very easy. To stqrt with, 1ts‘f1rst 1mportenzw
Characteristic is that it is'levied annually.,kﬁe%%ueh '%here—‘
forewgpart of 1ts design is to be a regular revenue provider |
~for the government Furthermore, although it dlffers from
the property taX in the essentlal p01nt of ‘being & flat rate
&8s opposed to a percentdge rete on dn,assessed value, as was
 explained above, it nevertheless has a marked resemblance to
rthe property taX}in other‘ways. " The rent is charged on the

Umit ares ‘of land and not on the timber, eithough the amount

eof:timber per unit area definitely-has & bearing on the:ulti—

’mate rate of the’tax.' Notw1thdtand1hg this fact, the property
rather thdn the tlmber on 1t is the actual baSlS of the tax,
dnd in thls respect it is a type of property. tas,»

Therekls, however, one further element in the ground
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‘*‘\tex, that of a tax in the form of a llcense for operatlon.

. In prlmltlve 5001et1es the wealth produced by a savage is near—

1y }y all wages, very llttle g01ng to interest and none to
rrent. Wlth the evoiutlon of progress rent becomes a steadlly
inCree51ng detOP‘ln wealth. It,represents the.leue of the
opportunity to accumUlatekriches. This vdlue is not & state
'jcreation'or personal creatlon, but a value 1nher1ted from a

munlflcent Creator at the beginning of time enhanced by the

o outcome of soc1al progress. The owner of the land’fOr the

N

perlod of his selsln hes e monopoly over the opportunlty to.
produce wealth,thereon-, In the rental there is accordlngly,

i an element of theflicense tax in en attempt to taXTthis un-

‘d: earned opportunity for profit.

Although the effect of such a tax depends very
largely on the rate and the condltlons of its operation, certain
:general effectS~app11Cdble‘under,nearly any clrcdmetance can
ydpe;obeerved.:kAs an,annuel tax it will alweys tend to en-
kéCouragenquiCK cuttingvand discourage nolding the ‘land for the
df:timber tofmaturebor for efsecond;crop. 'Sincekthe‘idea of |
;p”developing(the“foreSt as:a crop rather than aywastingdasset is
c;ﬁtheeaim,of modern;forestry, Suchneffects are by no means in
d';the\best interests of sound forestry practise. If we consider

”°the three types of properties described in the last chapter,
d‘cthis:taxlikekthe;propertg?xtends to discriminate in favour
- of‘afdepletion yield property, as against an annual sustained
| fyleld property or a deferred yield property. But fromkthis

Tf it must not be construed that the tax is mnecessarily "ipso
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facto" unjust, since the most important single factor in
determining the justice or/injustice of~suCh a tax is the rate.
; From the government's p01nt of v1ew the tax has
‘much to commend 1t Not only does it brlng in an alvays ré;
‘currlng amount of 1ncome to the prov1nce's coffers, but it is
t7much less costly to aamlnlster than the property taX. As 1t
V‘uis flat rate per square mlle all thdt it is necessary to
h‘hknor for calculdtlng the taX is the area of the property to
| be taxed There are no eren51ve assessment nosts to be met
ﬁft'every year, and this saving is of no small -importance to any
government. As a result many Jurlsdlctlons in Canadd have
’Jfrfavoured thls method, aﬁd adOpted it in preference to the
stralght property tax. - /

BA The p031t10n of rentdls An the taxstructure.'

In Brltlsh Columbld the'annudl rental 'is levied on
'three types of tenure, ndmely the tlmber lease, the tlmber
fllcense and the tlmber sale. It pardllels on these tenures
the property tax on crown-granted lands. As a source of tax
;{'Iunds it has gradually been decllnlng in 1mportance.f A quarter
fof a century ago dbout three quarters of the forest revernues
1;Ccanefrom thls orlgln, whereas to-day the figure representg
~:uonly one- flfth of ‘These reveues., The following table shows

fzylts relatlve importance in the forest revenues and forest tax

"hstructure for the lest twehty flve years.l

1‘~‘The percentageé in the first column were calculated from
the figures for each tax and the totals obtained from

e the Reports of the Forest Branch for the years 1915, 20,
25, 30, 55 58 Those in the second column were obtelned /
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Table No. 7
nYear;; % Of‘Total_FOrest’Reﬁenﬁe : % foTetalyFofest Texesw
| 1915 § | 65.2 R |
1920 : 489 . se.s
deesi o osle i ase
1930 : 81 L i 5.9
1985 : w85 i 25.5
1956 C CgQug e T 25.8
,1e37,§ | 19.8 s 22,9
"JJO{VEV 215 § 26.2

1938

/ The ﬁaih Cduse for thls decrease is thdt both tlmber llcenses

= and tlmber leases, as mas explalned in Chapter lll are no

‘longer granted Slnce they provide dbout 95 per cent of the
Ef total rental fees, as they lapse or are glven up so the tOtal
: of rentels decreases.~ The amount of rentals from ‘timber sales
;f;ls 1nf1n1teQ1mal and has 1ncreased llttle in the laSt ten
kyears. An dverage for the ten year perlod 1929 1938 glves the
follow1ng comp031t10n for tnese ground taXGS.2
Tlmber llcense rentals 8n. 2 per cent
'Tlmberelease\rentals 9. m o om A

"Timber sale'rehtals ' ,5,5"n, i

1 .(Cont.) by addlng the totals for all rentals, royaltles and -
S property tax figures dnd computlng the: per cent of" rcntals ‘
', in this amount.

£.The above percentages were calculated after averaging the
totals for each rental source for the ten year period
1929-1988 as publlshed each year in the Reports of the
Forest Branch.
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C;» The rate of the tax

There are two main rates charged for rentdls 1n

this prov1nce. West of the Cascade Mountalns the rate is $l40f

e:'per SQUdre mlle, whlle east of the Cdscades it is only @lOO

per square mlle. The only exceptlons to these rates are those-
on pulp licenses Wthh are half of these rates in the resnect—
'elve reglons, i.e. $7O on the COaSt dﬂd $50 in the 1nter10r.
The flrst point ﬂorthy of examlnatlon in the above
\'frates is the dlfference bebween those east and mest of the

’CaSC&deS. Thls reauctlon of %40 in the 1nter10r is due to the

i‘,smaller volume of tlmber to the acre 1n this reglon. The'

ystetutqry deflnltlon of~t1mberklenq there is only 5000 board
'kfeet'to'the acre es against SOOO’board feet to the‘acre on the
L cOasﬁ' From thls dlfference alone we can see a ba51s for Lhe |
fedlvergence in the two rates. | |
In order to analyse these two rates more closely,
ithe follow1ng method has been adopted The purpose of thls
method was to compare the two rates by flndlng out what per

,cent of the value the tax took 1n any one year. This mas

ft dchleved by flrst Calculatlng the average number of board

klfeet to the square mlle from the tOtdl stdnd and erea for
k“edch‘reglon.; Then teklng the average stumpage price (to the
llneareSt even nﬁmber) for Bfitieh’Columbia timber sales for
lfthe'year,lQSB,;and cemputing from this & figure for the aver- :
ieeage velue ofrone squarefmile\on the ceast and in the interior;'
eH'eving obtained these figuree; then it was poseible‘to as-

~ certain what per cent $140 and $100 appropriated respectively
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C ascades. ThlS is 1llustrated in detail in Table No. 8.
The results oi thls dHalYSlS tend to show that the

$100 rate in the 1nter10r is the higher of the two.;~The rate

f:there of 1L, 96 per cent is more than tmlce as hlgh as thut of

- tO 92 per cent on the coast. Con31der1ng too, the fact that

stumpage ValUES in the interior are often lower thdn on the
coast, whereas in this table the averdge rate for the whole of
’Brlt@sh Columbla was used, the hlgher percentage would in all. |
'probdblllty be ralsed Only xlgures for merchantable tlmber
~and 1ts area were used here asfthey Were the\only enes obtain-
“able for both reglons. It is, however, unlikely\that'the

Tgddition,of volume and'ereafigures for immatufe timber Weuld
LVaitef these~reSults to an appreciableﬁdegree.s “From the above,
it would avpear that there is 4in thls situation a certain '
1nequallty, thefdlscrlmlnatlon being against the interior

It is pertlnent now to inquire hom Brltlsh Columbialts

‘rdtes comodre with those in. other prov1nces of Cdndda. Four'
Cother Jurlsalctlons be51des thlS prov1nce levy ground taAeS.‘
The rates of these areas are as lollows:— .

New Brunmswick $8 per square mile

Quebec - ‘ g3 .o o
~Ontario $5 L m, | |
- Dominion lands $5 "o v (but $128 for lands

situated in British Columbia.
On the face of it these rates appear very low in

‘comparison to those on the Pacific. But asnalysing them in
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Tsble No. 8 |
O

mparison of British Columbisa Rental Rates.

. Werchantable : . Average No. of
Region . Timber (bd. ft.) : Ares (sw. Mi.): bd. feet per sg. mi.
Coast . 155,1928,800,000 : 12,312 : 12,599,724 i
Interior : 99,570,400,000 : £3,088 : 4,708,312 |
gource: Columns 1 and 2 -are from Mulholland's "The Forest Resources
of British Columbia," except that column 2 is here ex-
pressed in square miles instead of acres. The average
stympage value is the approximate figure for 1938 taken
from the Report of the Forest Branch. The remeining
columns are computed from these.
Table No, 9
Comparison of Canadian Rental Rates.
] . Accessible : . Average No. of !
Province .Merchantable Timber: Area (sq. mi): bd. ft. per sd. mie ]
: (bd. ft.) : : QT
New Brunswick : 9,601,000,000 @ 15,883 . 717,405 :
: : : it
Quebec : 60,740,000,000 : 215,500 . 984,496 o
Ontario . 3%,260,000,000 : 56,101 : 59,287
gource: Columns 1 eand 2 are from the Canada Year Book, 1939. The

average stumpage values are approximated from those given
in the "Forestry Chronicle' for 19%8. The remesining
columns are again computed from these. The Dominion
Lands rental 1is omitted as reliable figures upon which

to base calculations could not be obtained. It should

be noted that the ontario rent has been reduced in

recent years by & specific percentage each year by law,
usuelly varying from 40 to 60 per cent, and 80 this

would bring the percentage down to between £ and & per
cent.
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Average Stumpage ' : Avera’ge value Rental ,Tax ,}jer cent
value per lOOO bd. ft: per sg. mi, : Rate : of value
| $l.e0 i 415, 119.67 : $14o 00 : _0.92%
1.20 . 5, 169.97 : 100.00 : 1.08%
“Average Stumpage : Average Value: Rental : Tax per C‘e_xit
Value per 1000 bd.. ft yer; sg. mi. 3 -Rate = of value
| %1 85 i #B96.75  : $8.00 :  0.89%
1.85 i ss.em 3,00 i 0.85%

1.70 i 100.79. __: 5.00 i _4.96%
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‘\‘the szme m%ﬁner as previouslyzyshOWé‘thatkthé $140 rate com-

pafes’very"favoufably'to‘thém;’~Ohly in ontario does the

- rate‘séém‘rather burdensbme., This demonstrdtes thdt contrdry
Jto the bellef of some neople, the $140 per square m;le is no
{heav1er thdn the seemlngly lower rates in the eastern,pro;
'v1nces. The actual percentdge flgures Would*Changé With”the
‘:rlse and fdll 1n gtumpage leues, but ‘assuﬁingyﬁhese only '

change relatlvely, the dlteratlon 1n the per cent that the

th takes ln ‘each prov1nce vould be prooortlondl in every casé.
’ ‘ Desplte the lov percentdge that thlq analy51s shows.

‘the @140 rent to exact ~in practlse the burden is much heav1er.

{ As was p01nted out in sectlon B tlmber llcenses supply al—

’;most>90 per cent of these”taxes. .Now by far’the magorlty of
‘these,liCensés‘are'under 640 acres in extéht gndgnd Téductidn<
k;‘in the ground”tax is aiiowed on ﬁhisyaccbunﬁ As a result
k'kthe $l40 or %lOO respectlvely is pald in a large number of
 propert1es for some fractlon'of a square mlle.‘ ThlS would
‘of course, 1ncrease the percentage of the value mhlch the
. tax conflscates.k k | | |
This same pr1n01ple 1s in ev1dence in the questloﬁ
‘of tax'reductlons. By 1aW'the dnnu¢l,rental may be reduced
each year4 by the omiséion‘ffém its COmnuﬁation‘of‘éix
'yhundred and forty acres or any multlple thereof, which has
‘been logged off to the satlsfactlon of the- Mlnlqter of Ldnds.

Agaln the small llcense holders cannot take adVantage of this

- 3. Bee table No. 9. = L
4. -Forest Act, 1912 2 George V, c.17.
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The fldt rate has also a décidédly Varying effect
 on dlfferent tenures, regardless Of What percentage of the
"valug 1t may be approprlatlng. The tlmberisale whloh_runs“fpr,
only a few years bare1y~feéls the burden of thertax;j It may
‘be likened to . depletlon yield property, and as under the
property tax agaln comes off best. On the,otherghand, a 11—‘
'kcense or lease is usually heid over & number of yeafs. Con-
seouently, the effect on aﬂﬂUal sustalned yaeld pronertles and
even more .so on deferred yield propertles,becomes very bur-
kdensome in comoarlson to that bn a timber:sale.yﬂln table No.
lO)}ﬁhe cost of‘carrying rentals in British Columbiaz snd in
:othérkbrOVinces'for-periods from~lO to 100 years is giVen.

In order to obtaln ﬂl&rly conservatlve flgures money has been
valued at 3 per cent. From thls table the lumberman can flnd
“out his~taxfbiil‘if;he defers~hlsfy1eld;for some_future date
 dr'intendé,to'return for a secohd lbgging in thé future.

' Assumlng a 1umberman owns one. ‘sguare mlle under llcense on the
coast his taX bill for any such operatlon in the future is
kksomerhat prodlglous.

In 20 years #3763

"40 m o $10,560
ngo $46,106
n100 n 485, 082

The longer the perlod of Waltlng for the actual logglng, the
 faster the taX‘blll grows. The 1ncredse for each ten year

 'peri0d is‘proportionately;greaterkas time goes on.
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‘There'isﬁoneffinal,consideration with’regards teg;
‘the“rate. .Thetﬁs the pfoblemkofitax‘delinquency; 'Under the
'preeentVSystem, if the tax is not paid in any year $1f25 a
montb is charged for each month until the tax is paid. 'Afbér
‘fbneeyear Qf‘delinqueney this penalty is reiSed tokgl0.00 a
month. ’At bhe énd of two yearsdthe liCense'Or lease is then
: withdrawn from its owner. The bili for penelties'at fhe end
of one year is not very gfeet ($l5), but the rise for the
second year can only be Justlfled on two grounds,‘e a punlsh-
ment for non—payment or in order to prevent the taxes
accumulatlng to the extent that the securlty of the property
becomes 1n"dequate, The'llkellhood of thls,51tuat10n being

reached,in two years would not, ‘however, appear very great.

- After two years, the penalty bill is $135, oUtside'of the

'actual ‘taxes ow1ng, almost the cost of dnother year's taxes

on the coast The result of thlS'DOllcy has been to force
:many llcenses to revert to the crown,and has contrlbuted in

no smell measure, to the contlnued drop in the number of these

| llcenses in the~last auarter of & century Whlle much of this
'"tlmber lend may have been w1ldly steked in the eally nineteen:
hundreds, the pend11z1n0 effect of ths delinquency pollcy |

seemS~rather harsh.5

5. In 1937 the repeal of sectionz44kof7the nForest Actn
“reinstated many licenses long in arrears, but this pri-
vilege was withdrawn after running for only. a few months.,



Table No. 10

Cost of Carrying Rents in Canada.

Jarisdiction ' femt  + 10 yrs.: 20 yrs.: 30 Yrs.:
Quebec . 3.00 x4 : 8l : 145 -
Ontario : : : :
Dom. iands outsice: 5.00 57 @ 124 : 238

of B. C. . s : : :
New Brupswick i 8.00 : 95 : 915 i 381
pulp licemse - i 50.00 . 1344 ; 2880  :
interior(B. C.) s : 575 : :
pulp license - & 70.00 © gos . 1e8se : 333
coast (B. C.) : ; : : :
s. C. - Interior :100.00 : 1147 . 2688 i 4760

Dom. lands in B.C3:128.00 . 1468 : 3441 : 6093

B. C. - coast '140.00 . 1606 . 763 : 6664

source: The above values were derived from the following e

formula:-

S=EMLO§—l)
(1.0p =

where "a" the snnual rental payment, "n" the
number of years, and "p" the per cent (interest)
at which the rental is to be compounded.
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: 50 yrs f; 60'yrs. : 70 yTs.: 80 yras. : 10O Yrs.

226 889 : 489 : 692 : 990 . 1s3l: leps
377 564 : 816 : 1154 : 1649 :  2218: 5050
603 903 i 1305 1846 : 2639 :  3549: 4862
B771 5641 : 8156 : 11,556 :16,492 : 22,180: 30,386
5280 7898 : 11,419 : 16,150 :23,088 : 51,052: 42,541
7545 : 11,283 : 16,315 : 25,072 :32,983 . 44,560: 60,773
9655 14,442 : 20,861 : 29,552 :42,218 : B6,781: 77,789
10,560 : 15,796 : 22,838 : 52,801 146,176 : 62,104: 85,082
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_The Forest Yield Tax in British Columbisa

iAg’Theory and forms~of the‘tax.

’ AS a result of thefinherent‘ineQuaiitiesJef‘the
property‘taxyas applied toiforesbs,vsome.new type of tax Was'
w1dely desired by forest owners. The mainftheoretical 0b-
Jectlon to the property th is that the tax has often to be
’p?ld before the rece;pt of any 1ncome from the property.
Aecofdingly, the idea of a forest‘tax based on incomekfather
than property fanS considerable supeort dmong foreqt owners.
Hav1ng proeeeded thls far, the next questlon is ‘whether the
base should be gross or net income. The former possesses two
outstanding'advantagee‘i Firstly, it 1nsuresfa more regular.
,taxéble income forythe g0vernment,anksecondly;nit iskmuch
casier to aseeftain:thaﬁ the~ratherfwill QW wisp figure of
~real net inébme; In mostejurisdiétionS’Where it has been
 ad0pted thls tax has ‘been restrlcted in its apyllcatlon to =
the stumpage value of the trees and the forest broducts, at
the time/of’their‘cutting. As Such, the‘forest yield tax is .
;aitypekof SeVerance%teX. Tts most impcrtant aSSet is the
fact that it exécts nething_ﬁntii after the‘receipt of income.

The essential chaﬁacteristic;of‘this plan,isrthe‘
use”of'eﬁﬁe%,income basis in plaée of a‘property basis. Its
edoptibh can be in either‘the Eure form or a modifieg‘form.
Infﬁhe.pure‘form both the land and the ﬁimber areéutiiiZed in
~ the computation of the tax. On the other hand, in the modi-

 ’fiededrm‘bnly the timber is taken into account and the land
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s left still subject to an annual tax. In this Fs;ituatio’rfl the
| 'yleld tax applies to the'dctUalfcut of timber and'other,forest
fproducts. ThlS very tax under the name’of "royalty“ is the
ttype of yield tax in operatlon in Brltlsh Celumbla.
A pufe yleld tax: although it mlght at flrst appear
~the more logical and s;mple ef the two is onkthe,wholefleSS'
kkadvantageous~than the modifiedeform.' Forest,land5~heVetother~
uees,than'the felling'ofuthe timber en them;tsuch\as eraZing
’aﬁd animal and fish~preserves. Agaln, they may be used for
their tlmber Whllst the land 15 belng held as a- sneculatlon
1 for 1ncreased value in the future elther for agrlcultural
;qor pe31dent1elfpurposes. "The extra value the forest gains
from these preSent er future uses is not tdxable under s pure
yield taxjsystem. But by partlelly keeolng ‘tax on the land
(either the pronefty tax or rental as in British Columbla)
thls is taken,care:of, Under the moalfled form of ylelq tax,
a‘definite source,ef,revenue is also assured frem~some type
“‘of lend tax. ’ ‘ ‘

8 Tth brlngs us right up against the flrst obstecle
kktyln the way of a yleld tax system, the danger of 1rregular |
revenue. Any tax on 1ncome w1ll tend to vary with changlng

‘business condltlons,, ThlS has not been a deterrent to its
eoperatlon in Brltlsh COlHMbld for tmo reasons. Flrstly, the
proportlon of old gromth tlmber being cut 1s qulte hlgh

kWhere the forests are mostly young growth end the cut is con— 
sequently small this tax runs into dlffloultles from'e flscal

polnt of v1ew; ,Secondly, the tex 1s lev1ed prov1n01ally and .
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1 not by each separate munlclpallty or city as in parts of the
Unlted States of America. Thls means that the heavy cut of
kone dlstrlct w1ll help to balance up the small cut of another
”,district;’ Ihe impOrtence of this facthan'be seen from the
:; composition of the royalty figures for 1958.1

Table No. 11

Diétrict ; Forest Area | ; Royaltles
, Vancoux’rer : 6,559,700 Ac. $1,216,787. 01
J‘Prinee'Bupert b 8,490,200 Ac. ;z, _ '99,559,55
Fort'Gedrge szk‘ié,867,900;Ac; ; i 55,503;01,
Kamploops . 4"’5542,400@.“ S 81,872,67
Nelson e, 042,000 c. : _ 95,365.39

on the‘assumptlon that each of these forest dlstrlcts were

v

a separate county unlt runnlng its own flnantes, ‘a yleld tax

would not be practlcal for Prlnce Rupert Fort . George, Kamn—;t

”fﬁf 1oopS'0T Nelson. They would be forced to employ land tax

S to Obtaln sufflclent revenue. But When‘these reVenues are
;prov1n01al these sectlonai dlfferences lose their promlnence. :

The truth of this 1n'Br1tlsh Columbla 1s'ev1aent
kfrcm the contlnual growth in the 1mportcnce of royaltles as
a forest revenue producer and in the forest tax structure.

In no year have they been the cause of a shortage in exnected

. Renortsnof the Forest Branch, 1938, andfﬁMulholland
"Forests of British Columbia." ; ‘ ,
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‘Qforestftaxiﬁevenue, but rather the opposite. The following

table shows thiS‘VeTy clearly;2

‘Table‘No;,lE

Year:';;‘ % of Tbtal~Forest Revenuesj'% of Total Forest
’ : EBEI R : G ~T§xes.
1915 ¢ 18.% ;19,6
120+ esa s £9.9
1925, ;4.6 i 4By
g0 i amss i sle
193 ;o sas P ea0
1986 ¢ sB.o . 65.9
1987 i b4 i 6.
1988 i 50.5 i esa o

1 Athher Obsﬁaclé'is thé‘déstructiOH:of the Easisnfor
‘comparingﬁthektax burden on forest proﬁerties,with,other‘typés
‘ bf land‘invéstment, Timber owners tend to lOSe'a'pfofectioh B
againSt uhequal tax treaiment‘in.comparison with that under
’;a unifdrm,prbperty tax Qh'all types of land;‘,This reasbn”has"
’doné,muchxto prevent its more wideépread‘adoption,in the
'United States. ‘ V |
S '°Finaily, thére is the problem bf its administrationi’

Thé percentage bax has to be‘calculated §n«some measure of the

‘2. The percentages in the first column were calculated from
the figures for each tax and the total Forest Revenue given
~in the Reports of the Forest Branch for the respective
 years. The second column was obtained by adding the totals
for the royalties, rentals and the property tax, and then
computing the per cent of the royalties from this total

- amount.
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étumpage vélue, the determination~of‘which would be by no means

:an'easy~matter;k Evengif it were baSed on the price of logs,
- these WOuld‘vary from dey to day in»differenf localities, and;
accoralngly, make any computatlons somewhat combllcated On
etop of thls there is the difficulty. of determining the exact
amount of the cut. Brltlsh_Columbla has gotkover this diffi-
culfy by adopting a flat rate per;lOOO board feet cut. This k
tegether Witﬁ*the-highly effieient'method of governmenﬁ scaling:
péactised'in thekprovinoe, gets over this‘obstacle; Yet it is

eeertainly'ne’panacea,kthe flat rate per lOOO,;as Will be ex-
| plained in a leteffseetion, “ \

eB,t,Thefbperation of the tax.

"'The main schedule of royaltiee]applies:tOJtimber,Cut
on timber’leases,,timber licenses and timber sales. ‘As.with l
the ground tex,}aesepafation is_made betweenfthe regions east-
and west of the'CascadekMountains; In the former, the royal-
ties:ere levied eccording to species only, but in the letter;
: the'gfede of eaeh type ef logkis‘alSo taken,into conéideration,
"Oﬁkthe,average, these royalty cha rges range from $1.50 to k
80,60 per~lOOO board feet cut ~Be31des~thls, there is a de-
‘talled schedule for poles, olllng, hewn reilway ties, mlnlng
: props, fenoe posts, cordwood etc.
Crown grdnts are, however, on & alfferent footlng.
Timber cut,from,land obtdlned in this manner prior to April
| 7, 1887, is free from any>royaity, but is subject’to~a

- manufacturing vax, all of which, except 1 per cent, is re-
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4

‘ bated if the’ timber is manufactured within the province ©
| “This tax, elthough not a royalty, is dlways 1ncluded in thek
royalty flgures for each year. Crown grants~bought'from
,1887 tQ 1914 pay a flat,reyalty of $0.50 per 1000 board feet
cut,’regerdleSS“of speCies’or‘grade.' Any land granted sub-
1 rsequent to thls date fells under the same regulatlons aS the
“other tenures. ’ |

This preferred p051t10n w1th regard to roydltles
Wthh the eerller crown grants possess-is an awkwdrd problem.‘
;Admlttedry, the eyemptlon Drlor to r887 and the 10wer rate
from 1887 to 1914 were prov1ded for by statute at the time
'at mhlch the tenure was grented end were the condltlons
under which the land wes: purchased ‘But a special‘privilege
once granted is surely revoeable w1th changlng times, The
 good fortune of prior 9031t10n in Lhe past canhot of itself
‘vest a permanent priority for all time. If’thlskwere all
_that could be sald, the,srtuatlon would‘berrelativeiy eesy;,
The‘difficulty, however, lies in the fact that the originel‘
owner has in manyfceses Sold the land, and the subseqguent
purchaeer hzs paid for the value of the privilege in the
~sale price. Desplte thls faot the levelllng of these rates
\With theee in'effectuon other tenures would seemkadv1sable.~

Before this could be achieved, whe land tax on crown grants

3. The tax is CalCUldted acoordlng to grade at a flxed sum
per 1000 board feet cut. Since it is nearly all. (except '
1 per cent) bebated 1if the timber is manufactured in the
_province, it is in reallty an export tax on the raw
product
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and the other tenures would have to be put‘oh e‘uniform basie.
All’wouldfhave/to be eubjectyte & unifofm property texkor
greundptax esjmight befdecided.kkThen the'royelties could be7
pleqed on an equal basis. | “

' Royalties have sincektheiryvery inception gradually

been raised. But this does not mean that the tax burdeh,has‘

~ been made more heavy, forywith the continued increased value

of stumpdge, the government certalnly had a rlght to share in
tthls unearned 1ncrement As one Brltlsh Columbia Nlnlster

: of Lands said when the royalty wes,about to be raised,yﬂwe
" are claiming a modestkshare'iﬁ the rising value of Western

stumnage."4 Since 1925 ho further>riSe in royalty has been

: eleglslated The rates in effect at that date have lasted. to

‘the end of 19u9 5 “As e measure.of thls rise in qtumpacfe

B values;upﬁtof1925, reference_to Graph No. 2 shows the average
sale price of:crOwn timber for each yeaf. These flgures,
whlle not representlng the real value, represent it pro-
portionsately. | |

C; The flat rate

- In the follow1ng aﬂSlYSlS of the flat rate of
foyaltles per lOQO,bOdrd Ieet cut, two dlms have been kept
invview. /The‘first-aim is tokattempt to escertain how heavyn,

kthis yield tax is in comparison to other yield;texes in

4, Ross, William R: British Columbia Forest Policy. Speechh
delivered on February 10, 1luld. p. 1d.

5, Actually in 1925 the royalty ‘rates were only made to last

until the end of 1968 but an amendment (Forest Act Amend-

ment Act, 1938. George Vl c. 18) later exuended them

to the end. - of 1969
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kbeperation{ *And seconaly, to See tht effects the present tai
has on lumberlng in general. | | _
| The period choeen for study is that from 1925’tor
1959; since the reyaltylretes reneinedrstable;thronghOut this
~time. In Qrﬁer to'find‘out~w at,percentage'of the value these
'royalties toekfdnringeeach ofethese fifneenfyearg,it‘Was ne-
eessary'te'obtainfseme‘Sﬁendard by whioh to meesure the value"'
‘for~that‘year. This . wos done by yrocurlng average log prlces
;fer the main spe01es and thelr dlfxerent grades through bhe |
courtesy~of the . Brltlsh Celumble Loggers Assoclatlon.6 It
must -be - clearly understoed from the start that in u51ng these
’flgures this andly51s is subgect to & certdln margln of error,
since they do not indlude every independent produceryln the
o provinee;‘ But Whllst they do not represent a’majority of the
‘ Vproducer S due to the ldrge number of small 1ndependent men
rgut51de tne organ;zatlon, they do represent thewmajority“of
ihe production, which is the important'thing fer rnis~stndyf
Thie; therefere,nis the best data thainable under the circum-
stances. | | o
- ~The nextkeuestion was the area‘tokbe selected. After
econ51deratlon, the coast reglo , p edred:much more snitable
than the 1nter1or, since so great‘e percentege of the total

eut comes from thls sectlon., Thls fact is dlStlnCtly demon-

6. These included averages fop Douglas F ir, grades 1, 2
and 3; Cedar grades 1, 2 and &, Hemlock and a general
average for all species. :
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rstrated ithreph No. 5, whlch separates the cut accordlng to
the two reglons 1n per cents. Conseouently,‘only coast
‘TOYaltleS are employed in thls study The grand tot l~re;
e.sult should on the Whole, represent the prov1nce under all
these condltlons Just outlined.

; Now, the flrst nece351ty was the average log prlces.7'
Vk“Then, tdklng royalty for each spe01es and grdde for whlch
there wes an dverdge log price, 1t was poss1ble to compute
‘the per cent of the royalty, or, in other words, the per cent

the royalty conflscated Thls was done as follows:

Roydlty on-a - SpelelC spec1es and grade X lOOzrate of'tai.
Average log prlce of ‘that spec1es and grade - . ,

‘The results of thls process for the flﬁben years, 1925 to
: 1959 are shewn in the Table No. lé
The flrst conclu51on to be gelned from an 1ngpect~
klon of thls table is that the percentage rate is obv1ously
not even, but Vdrles from year to year. And by compdrlson
rfw1th the average log prlces on Graph No; 6, 1t can be seen
that the rate 1s‘¢t its hlghest level when‘log prieeskare,

atftheir‘loWest \ThiS‘meens thaththe taxvincreaSes when ﬁhe

e~lumber1ng bu51ness is bad and decreases mhen prosoerlty re-

turns. ~-The dlfference, too, is by no means small As an
/eXample, let us tzke Grade l‘Cedar. In 1929, the rdte was
‘5;5;per’eent;,bﬁt by 1954,‘it wasyneérly‘double this flgure
_at ié.i per'cent,' Nﬁmérdﬁé Other exampla§could‘be cited

'te Showythis'same effect.

7. See Graph No. 6.



PERCENTAGE OF TOTAL TIMBER CUT BY FOREST DIVISIONS.

~68~-

GRATH NO, 5.

1938

1935

1930

1925

1920

o o (] (@)
o~ (e} <

* IOVINEOEEI

1915

YEARS.



69~
The~solution to thisiproblem Ofnkeening thegratekeven lies in
the:adoption of'some formkof sliding scale, which Will Vary
proportlon tely with the TlSng and falilng log prlces.
L | Another factor that should be taken into con81derat10n
is the p01nt that costs do not move in the same ratlo as thﬁlog
pr;ces. When the grlce drops a dOllaf or more, the costs are
:~not~decreased at all The converse 18; howevef not altogether
urue, for when there is any con51derable rise in log prlces,l
the demand for higher wages on the part of  the loggers 1is an
almost 1nev1tdble oonsecuence. As a result, costs tend to 1ne
_oredse~W1th rlslng‘prlces. Some'ettempt' therefore; to in--
'vcorporate thls cost factor in & sllolnv SCale for’toyaltles

' Would appear Just o R ‘
: The effect of the change in log prices from yedf to -

'~'year canunder the present flat rate of roydltles have serious

,‘consequences on both the 1umberman dnd the government kAs an
’example the drop in log prices of $1 00 will be taken That
’such drop is not an exceptlondl 01rcumstance is ev1oent
from the Log prlces shown on Graph No. 6. Accordlngly, in
Table No 14 the efiect of this $1.00 droo (for convenlence it
has beenfassumed that the drop is even in all speoles and grades
though in practiee'this ﬁould vary slightly) has beenfénalysed
for a T@dSOﬂdbly gooa orooerty In thiS'example, the lumber-
man at flrst mdkes proflts to tne amount of $280, OOO ’How~kk
ever, when_the,prlce'of loge drops %l-OO,;he~makes~$250,850

if all grades arercut, and $257,600’if only the,higner grades

vare out; The net result of this'is‘that he would obviously not
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h‘Percentage rates of Roydlty taxes on the Coast 1925 59

, Table NO lé
TFIR : “: ; CEDAB

Year
Grddel Grade 2 Grade 5 Grade l Grade 2 Grdde 5 Hemlock

~1925 6.5% ‘8,97‘~§ 5.8 : 5.89 : ~7.8% Sie.6% : 6.0%
1926 6.6% 8.97  5,9%’§~'5,6% . 9.1 : 8.8 | 5.47
;1927246;6%‘2 ‘9.0% i 8.0% § ‘6;2%¢; 9.47 ¢ 9;4%_§ 6.5%
 1928;76}6% ; 8.9% i: 5.9% : B.7% i 6.0% i 6.84 : 5.7%
f1929;»6;5% ; R e T iyfs.é% L o507
1930;‘6.5%': 9.2% ; f6,5%[§'7é;7%,§ 9.9%;2 9.2% i“6.5%
1051: 7.7% i 11.2¢ : 8.4% i 8.4% : 15.3% : 10.0% : 6.7%
1932 8.7% : 12.94 :011.0% : 8.7% } 12.8% ¢ 10.8% + 7.1%
1985 7.1%;};10,5% 7§ B.64 : 7.2% : 9.9% i 6.9% i 7.14
1984 7.8% 1 11;1% ‘§;,8-2% L 10.1%:: 14.2% : 10.9% 1 7.3
~ 1935; 7¢5%,§ 10.9% i 8.4% P 8.5% : 11.0% : 8.4% P 7.4
;~1956§‘5?1% : 9,0% ~§‘ 6.1% : 7.4% : 10.4% : 9.0% + 7.7%
| 119572-5;4%ﬁ§‘ 8.1% §' 5.2% : '5,7%:2;‘8;5% i;f6 57:51‘5.4%
 §1958;“5;8%;; - 8.6% ‘§9 5.8% § ,6;1%-§°*8;9%r§ 6.67 i 7.59
- 1939: 5;7%,§ 8,8%f~§f 6.0% ;‘_5.8% ;  8,4% :ffe;z% : 6.57

:deurceﬁ? The above percentageq were calculated from the average
‘k ﬂog prlces in Graph No 6. The royultles in each
case were &s folloms

- Pir grcdeq l and 2, and Cedar grades l and 2
. . - $1.35 per 1000 bd.ft. cut

Flr grade 6 and Cedar grdde & and Hemlock =
: $0.60 per 1000 bd ft. cut

In 1993 there was 15 per cent reauctlon in all

roydltles, whlch haS been taken 1nto account.
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‘bother to téke out ﬁhe lower gradés.‘ The loss to the logger

in the above eXample is not very great but in poorer grade

kpropertles becomes a much more~1mportant factora TThis is after
alI only one half theidamagedene; 'NoW, iét us consider how

the government fared from a taxation point of view. At the
beglnnlng, when all grades were logged they would collect

~royalties as folloms. | ; ;
' Fir'Grade‘ - l5QODO,at $1.35 per M '$20,25O

Fir Grade 2 - 10,000 at 1.35 per M 13,500

Fir Grade 4,000 at 0.60 per M 2,400

- 5,000 at 1.35 per M. 6,750

1
2
5

‘iCé&a? Grade 1 - 6,000 at 1.35 per ¥ 10,800
Cedar Grade 2
3

Cedar Grade & - 3,000 at 0.60 per M 1,800
‘Hemlock - 5,000 at 0.60 per M ___ 5,000

TOTAL : %58,500

But when the prices. dropped &l 00 they would lObe che royal—
‘ty on grade 3 Fir and Cedar and Hemlock This emounts to
$7,200 or\about 123 per cent of the total royalty bill if
all.@@des had been-cut. jSueh’a loss is of né?%%portance'and‘
doﬁld be oVerCéme'by some form of sliding scale, especially'
~on the lower grades Which are marginal.' The adjusted tax
 would naturally;decliqé in depression yeafs, but this would
be in‘COnformity With any income tax; and, fﬁrthermore, the
land taxes (probefty tax anﬁ;rental) would remainffaiflyfccn—
kstant,vthereby inéuring thefgbVernment’of a cértainﬂgaﬁtiqam |
6f ité regularkreVeh@é, while at the same time, exacting the B

- same burden from the~lumbermanﬂs yield as in normal times.



Table No. 14

The Effects of a $1.00 drop in log prices

.0

Royalty : Total Costs ]
per M.b.f.: per M.

. Amount of

o

Species : Grade: Timber M.b.f.

Fir 1 15,000 . $1.35 . $10.85
Fir 2 10,000 i 1.35 ; 10.55
Fir . 3 4,000 i 0.60 i 5.80
Cedar ; 1 8,000 § 1.85 ; 10,55
Cedar i o . 5,000 i 1,35 i ~10.35
Cedar i 3 i 3,000 i 0.60 i 9,860
Hemlock P ; 5,000 ; 0.60 § 9.25

The total costs are estimated and include the following:
1. Royalty.
o, fAverage logging cost of $8.

3. Approximate purchase price of timber for an
assumed yearl.

The log prices are approximated according to ratio of
these prices from Graph No. 6 for an assumed year.

[
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T Tet stump-:Total :_ $1.00 drop in log prices

'Pki’_ic,é' of ::age per M.:Profit Net Stumpage Profit on :Loss on - .
. Logs per M: ‘ s : per M. _i:iupper grades:lLower grades
$20.00 : $9.15 ﬂi57’250:~' 88.15  : $199,250 .-
15.00 :  4.45 : 44,500: 5,45 i 34,500 i  —-—
10.50 :  0.70 i 2,800: = 0.80 i = ;1,200
20,00 :  9.45 i 75,600:  8.45 i 67,600 : -—
14.00 : 3.65 : 18,250:  2.65 15,260 i ——o
10.00 : 0.40 _: 1,200: -0.60 i  —--  : 1,800
9,50 i 0,85 i 1,850: =0.75  :i  —-- ;3,750
"$280, 850 $257,6oo $6,750
B 6,750 |
Net profitif lower grades are T |
cut $230,850 ~ \
Net proflt if lower grades are : ,
- not cut $237,600
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‘ Flndlly, we come to the questlon of oetermlnlng
~ how hedvy the tax is. Referrlng agaln to table No. 15 the
nheav1estfburden~appe¢rs to be~on the second,grades. These
afektaxed ét‘the same flat rates as’the first gfades,;al;
‘ethbugh they sell a fewkd01iars perilOQQboard feet cheaper”
in each case. Some adjustment herefmighttwellfbe,in order.
But 1f Brltlsh Columbl 'skflat rate royelty‘po—
iSSesses certain 1nequa11t1es and‘hasnsome bad effeets in its
topefatidn as havetjuSt been explained it édmité,of'one im—
,.portant assuaglng chardcterlstlc——lt is not hlgh tex.  On
“thekaverage, the effegtlve rate ranges'from 6‘t0‘9 per cent.
. This does not,'of ceane, inelude the Wenst:years Ofythe‘de;

presSiOn or yet the mesteprosperons:times. The truth of

~this statement can best ‘be seen wben we compare the British

¥Columbla rate to the percentage rates that are in existence

in fourteen of the states south of the border,, In.the~fo— o

: llomlng tdble these are glven &

R ' Tdble No. 15.

: State “; Yield Tax Rate

'+ Alabama 10 per cent

e 94 45 wa s be we

- Connecticut éké,lo‘per cent

5 ’; idaho‘ . 12§ per cent

hE . _ e .

' : Touisiamme ;6 m o om o S
: MassaehuSetts~; 6 "" e
; ,Michigan , : 10 TR (| '

X

8,f‘FairChild,'F} R. Forest Taxation in the United States.

pp. 396 - 401.
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State : ;
- : Yield Tax Rate
; Minnesota ; 10 per cent ;
: New York : 6 per cent
: Ohio 5 bn 1
i Oregon : 125 'k“

Pennsylvania : 10 1"
: Vermont ¢ 7 - 10 per cent :
: Washington : 125 per cent

: Wisconsin . 10 n n , .

The provincial royalty raté is certainly, theréefore, not

a very high or cdnfiscating rate.
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Ghaﬁter Vll

The Protectlon Tax.

The forest protectlon tax lev1ed in British Columbla
on the owners of all types of tlmber tenures, is & flat tax of
so~many cents per acre. It is not included as an 1tem in the
Forest Revenues, end really cannot correctly be deemed revenue,
since the taX funas thus collected are reserved solely for,'
the pse of forest crotectlon Together w1th sum contrl—
buted annually by the government they are placed in the
Forest Protection Fund as establlshed in 1912 1
| - Jiast taklng 1nto con51derat10n the rate, the present
lforest‘protectlonftaX~1s abnormallykhlgh.' When it was first
levied~inl1912, the ratekwas l genther acre. SinCe~that time
;the'rete has'gradually‘increaeed until tonay, it has’reached
the amount of 6 cents per acre, six tlmes the Orlglﬂdl rate.
In compdrlson to 51mllar taxes 1mposed by other. authorltles
kln Canaoa, this 1s very steep., Ontarlo has a rdte of §6. 40
"per souare mlle whlch is equ1valent to l cent per- acre, New
’BrunSW1ck cherges 5 cent on eoch acre of timber land NOVa
kScotla has a sllalng scale whlch dverdges about 23 cents per.
acre, and thefDomlnlon levyjls a tax_egulvalent to,half the
cost of nrotectlon., ’ |

There are two factors, however, that tend to offset
. this dlsparlty The first of these is the increasing percent—k

age of each Year?skprotection‘funds Which‘theigoverhMént has

1. TForest Act, 1912. 2 George V. c. 17.
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fcontribuﬁéd‘to the Forest Protection Fuhd. 'For the'firSt‘nihe
years éf the ‘existence of this fUnd the govefnmenf centribut+k
| ked an equel amount to that collected under the protectlon tax
from the owners ‘of the dlfferent tlmber tenure«. . But since
that time the amounts subscrlbed by the provincial goVernment
haVe‘increeeed to the eXtent that they now form about'70 per ﬁ
rcent of the totdl revenues ‘of the fund each year. Graph No.
7 shovs the percentage Contrlbuted by the povernment and the
tax from 1915 to the present day. From this it is ev1dent
| that the 6 pents per acre protectlon tax only defrays. 30 per
ecent of the forest protectlon expendltures.

| The- second factor 1s the extremely high cost of -

»rprotectlon 1n Brltlsh Columbla.; The primary aim of the funa
is ndturdlly enough the estdbllshment and maintenance of an
k'efflclent system of flre preventlon and flre control Te
accompllsh thls end is no 1nexpen31ve or easy matter. The
~forests of Brltlsh Columbld are verltably SCattered over the
‘whole length and breadth of ‘the prov1nce, whlch covers the
'enormousema&of 25&,405,000 dCIep.z kThls;area is further very
f meuntainous and’réhkykand traneportation faeilities are in.
mdny places entlrely laCKlng CAgein large sectlons of the
'prov1nce are unpopulated, and, accordingly, 1n such lOCdlltleS

this form of potentral flre—flghtlng help doesrnot exist.

2. Mulholland. op. cit. P. 39.
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’Final]v the long coast line of some 7000 miles in length
w1th its leglcn of 1nlets end sma ll 1sldnds presents a real
dlfflculty 1n flre flghtlng and 1ncreases the costs due to the
extensive patrolc requlred |
An and¢y31s of “these forest Qrotectlon expendltures
will demonstrate the heavy costs incurred. ’Accordlng to the
‘ Forect Branch‘of the prov1nce there are three‘main linés'ef
iact1v1ty to be prov1ded for by the Forest Protectlon Fund . 3
’ . 1) Prevention. ThlS 1ncludes the cost of upkeep
of the ﬁools and eoulpment' the maklng of trails,
' "telephone llnes, lookout posts, publlc educatlon
and any necessary 1norovements.k
2) Orgenlzatlon. ThlS item covers the'salaries.
y'ane expenses Of the OfflClalS for both the pere
g manent and temporary protectlon Stdff
S) Suppression. 1In thls category are 1ncluded the
"actual costs of flreeflghtlng. | o
In the following table these funds are deta’.iledfin |

| the manner prepared by the'de‘partment.4

3. Report of the Forest Branch, 1935. p z. 31l. .
4. Reports of the Forest Branch, 1915 20, 25, 50 35 38.
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* 3 Table No

.16
R 'Patrole andy f;, ; : ,
Year Fire Pre- { Tools andy Fire- Improve- 1 Totals
o ventlon AEBgquipment (FPighting:| ments
R 1 included {$% ’ EEA S
1914-15{%228,352. 00 under |{143,461.00{31,385.00]40%,198.00
R : - { improve- | | R T .
1919-20{ 198,172.35 | ments |165,688.80|28,397.43]392,258.58
1924-25] 344,552.39 |25,418.54 |258,085.66| 5,689.64]63%,674.85
1929-80{ 375,416.71 {45,401.56 {494,645.42{22,570.79{956,054.48
| 1934-35| 207,583.05 {15,600.52.{127,580.59{ 5,847.75{554,361.69 .
| 1935-36{ 254,255.37 159,048.72 | 24,008.24| 8,254.62|326,444.95
1986-371{ 255,175.75 {20,348.26 {130,495.44{10,555.44|416,550.87
"1937+58_;524,426.12,¢@o;859.62 | 28,355.87 11,257.57'454,899.18

Flfe flghtlng is the most variable dmount and has a

every large share in the determlnatlon of the total forest pro-

~tect1@n expendltures.
mendous

: thiskcan,be galned.

The damage done by these flres is tre—

“From an 1nspect10n of the next table, some idea of

It must,

of course, be borne,ln mlnd,

that,fifekstatistics are the leastmeliable of all forest,in—

 formation.

only reported'to them.

Many fires are not seen by foresters, but are

Moreover, the forest‘official has not -

,sufflclent time in the exer01se of his dutles to make a de=

, talled dssesoment of the ddmege suffered, and in many cases,'

has not the trelnlng necesqdry, where ‘he is of a very sub-

ordlnate rank

5;M

Reports of the Forest Branch, 1815, 20, 25, 30, 35-38.
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gable No.

the above table is the ddmage done to young stands.

17
: ' - | Area Timber - }Timber:{DDamage |Other ,
YearNo. of{ Burned |Burned [Salva- to Damage Total
{Fires AC, ‘M.b.f. | ble - |Forest ‘ 1Dameage
1 T M .b.f.08 S
1915{ 1081 |244,189 | 187,250| 42,030{ 108,873|$57,774$166,647
1920} 1251 {389,846 | 229,253| 49,575{ 485,185{475,900| 959,863
1o925] 2521 1,025,7&%;024,508'550,770‘3121,672,625,518‘zﬁ47,19o'
1930 2271 | 608,675| 590,978 25,216]1408,183|337,909]1746,002
19354 1111 47,871} 26,113{ 14,359{ 68,399{221,144] 289,545 .
19864 1547 | 453,902] 922,808 23,81411,109,473] 66,189|1175,662
1937 1193 { 54,843| 13,263|  565] ®6,284]119,380]{ 155,764
19381 2412 V»711,318;L047;541\400,527.1555,849 675,166

22381,015

A factor that cannot successfully be represented in -

Dlsre—ﬁ

gardlngethe'exceptlonal case where the fire clears land for

iegricultufal purposes, the loss in potential value,fOr the

future is very great.

years willleontain B0,000 board feet to the acre.

For example, take a stand that in 100

The

average’

| annual grOWth'inksuch'a case would be 300 board feet to the

acre.

If the‘presentfﬁlekprice in that region averages $1.25

per lOOOlboard feet, and the foyalty‘aVerages”ﬁl.OO per board

: feeﬁlcut,,then'assuming the prices stay at this level for

”sdme time to come, a young stand would in 50 years time be

*North in revenue;

225}(600}:503

1000

§z

83.75 per acre

‘All thls future potentlal revenue value 1s lost to the govern~

ment

And thls loss 1is qulte heavy, indeed.
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£ ke

) K'taxfto meet all'these'nrotection expenditures
would seem essentlal and the protectlon tax helps to serye
,thls’purpose. But there is another element thdt 1s worthy
of»eonsideration. Each year it is always found necessary to
Spend quite a considerable amount for the protection ofkor-
"~dinery’pfivate property A’fire that starts on a non-
:forested section of land has to be extlngulshed Just as much ‘
as one that stdrts on timber lana . Yet such aners do not
}share,ln'the suppeft of the_costs of forest preteetion;
Whethef,this»situation WOuldlbe made more equitable by some
kcontributlon fme these lands is’hard to say. It depends,
really, on two thlngs, firstly, whether protectlon is a real
,cost egh:ndustry, and secondly, whether the tax is not in a

-way llke the workmen's compensatlon lev1es, and the govern—

ment!s contrlbutlon then covers prlvate property
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) - Chapter V11l

ConcluSions

Bqultable taxatlon is all that the forests should

and can expect Slnce, however, most sectlons of . timber land
fyleld only oerlodlo returns, the bulk of the tax should be
lev1ed at the time the tlmber is cut, so that it coincides
with the recelpt of 1ncome,— Under such & policy, the idea
o of treatlng the forest as a. crop rdther than & vastlng asset
/llke mlnlng,kw1ll galn strength And if our forests are to
'remaln the permanent heritage of the race, the ddOpthﬂ of thls
is aim 1s essentlal Notw1thstand1ng thls fact a\certdln per-

centdge of the tax must be lev1ed dﬂﬁﬂally in order to 1nsure

"Jthe government a regular income and. not make it dependent upon.

the will of the lumberman as to when he wrshes to cut ﬂlS tlmber.

k“,If our forests ever reach a p01nt of complete annual sustained

-*yleld, where a year's cut Can be harvested in seadj successlon,
then the annuel tax: could be w1thdrewn. But until such a tlme'

“comes to puss it will have to remaln part of the forest tex

ET0 N
o

i system, a system which will be & comblnatlon of an annual th
on the land and a yleld tax on the tlmber severed

7, | Of the three taxes lev1ed for revenue purposes 1n’n\
Brltlsh Columbla (the prOperty tax, the rentdl, and the rqul-
ty) not one descends to the nadlr of unfalrness, or yet et
fthe sme tlme, reaches thefzenlth of equltableness.' In the

case of the property tax, desplte the best of admlnlstratlon,

'd
o the sudy of assessment ratlos for selected dlstrlcts in this

pr0v1nce tend_towshow that thls 1mportant part of the admlnl—
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estratlon is falrly operated it possesses Ceftain inherent

eelements of 1n3ust10e. Thetendency of the tax is elways in

'the dlrectlon of favourlng guick céutting, and is most burden—

some . on. aeferred yield forests. CAn ellev1at1ng faCtOT mas

,prov1ded by the cuttlng of the rate in half in 1926 but'the

1n3ustlces as betmeen one type of property end dnotheg though

R

_”less marked, sill remainr

. The other land tax, the rental has the great dis-

Hddvantage -of belng a flet rdte, and is bound therefore to ex-

aGt varying burdens on Qlfferent prooertles. Of the two main

,rates in ex1stenoe, if anythlng, the COdSt rate appeers to be

low, or the 1nter10r rate too ‘high. Someequallzatlon between

ewwould seem aQVlSable._ Compdred to other retes operatlve

~is not,hlgh STt hdS, however, & much heavier 1n01dence on
,ktlmber llcenues, S0 many of which are less Than one square

‘mile 1n extent, “than it haS on tlmber sales and timber leases

Such llcenses also are at,a dlsadvantdgevln avalllng themsel-

~

‘ves of tax reduction erVCut;oVer land. Thestax deliquency,
pules also hit them harder than a timber sale, and the high
'cherge inuthe second year, follOWed by confiscation and loss

- of the license Cankonly be Justified on punitive grounds, or

to stop the chorges from accumulatlng till the. ~security is.

some an'the~deferred‘yield forest and the annual sustained yi

’each rate, either by ralslng the former or lowerlng the latter,

:throughout Canada, Brltlsh Columbla's main rate (the coast rate)

e;no longer adequate. Flnally, the cost of'carrylng;this ground

ktaX‘is, as in the case of the property tex, much more burden-—

eld
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‘lthan 1t is on & depletion yleld property.
e 1th the royalty we come to the fglrest of the forest
taxes, one Wthh 13 only lev1ed when there is income to meet ‘
it. The rate at present 1n operatlon in Brltlsh Columbia is
‘,certalnly not hlgh, and the tdx is veryefflclently ddmlnlster—
ed. The only fdult is that the rate dgaln ig & flat rate
rather than & percentage rate, dnd as a result has a Vdrylng
effectlve percentage rate each yeer dependent on the market
"prlce of logs. Unfortunately, the worst ‘effect of thls flat
‘ rate 1s seen in the depre351on, mhen it can least be dfforded
rThls 1nequallty could be nlcely overcome by some form of slld-
ing scale for the royalty charges, Whlch would be sensitive
kto the prlce of logs.’ Such a scheme would not only be more
’fqlr to the lumberman, but more adVdntageous to the govern—
ment in thot 1t mould 1nsure the collectlon of rcyaltles from
the lov graoes, that othermlse might not be cut.‘~
The prlme need is. some form of unlformlty as between
"the taxes and ‘their rdtes on the dlfferent types of tenures.
'Some class of annual land taX based on the value of the land
: dnd the type of forest 1nvestment concerned, that appllea to
ell tenures in place of the two land taxes now in use would d
V‘be the flrst step Then all royeltles could be placed on an
equal footlng, and all. spe01al pr1v1leges w1th regerds to :
royaltles thdt hdve been extended to early crown grants,
abrogated Only when this comes .about w1ll it be possible to
make certaln that there 1s, in respect to taxes paid, an '

EGUdllty of sacrlflce by each type of timber land status.
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"In»conCIUSion,‘there is the guestion ef‘the pro-
teCtion tax. The present rate is very hlgh but is necessery
for the costly work of flre protectlon, and even at that

prov1des less than a third of the expenses requlred each year.

“,Where a possible injustice rests is in the fact that many

‘non—foreSt'prOpertieé,reeeive;this proteetiOn without mak-
ing ény eontribution towards its upkeep. The eguity of this
‘51tuat10n depends largely on uhether or not the government
hcontrlbutlon covers this.

“As a whole, the forest taxation system in British
Columble is not a ty;annlcal Draconian code. Inequelltles |
kfeX1st' but that is to be'eXpected k'For‘the future ail effort
must be concentrated in reformlng these 1nequd11t1es, "mutatis

mutdnals
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BRI O | 'FOREST BRANCH. | T ans,

- TIMBER SALE CONTRACT X

Forest District.

" ‘Description. of Timber—1. .

@htﬂ)ﬂnﬁ? ni‘w:B, made the o ixday of AD. 19 ..., between His Majesty the
King - (herein. represented and -acting by...... ‘Deputy Minister of Lands for the Province of British Columbia),

who, with his successors in ‘office; is hereinafter called « the Licensoy,” of the one part, ‘and.__ . sy Who togethér

it ~——--executors, administrators, and successors, is hereinafter called “the Licensee,” of the other part,

WITNESSETH that, in consideration of the payments and stipulations to be madé and observed by and on the part -of the
Licensee and: of the Licensee’s offer to purchasé made under and subject: to the provisions of the “ Forest Act,” the Licensor doth
“hereby grant unto the Licensee, subject to the Drovisions ‘of the said Act, and for the term and subject to the reservations and

© .conditions hereinafter provided; a licence to- cut and remove all the dead- timber standing or down, and all the livé timber
‘designated  for cutting by a Forest Officer, merchantable as hereinafter defined, upon an area which is agreed to comprise (see
particulars) -acres, situated and deseribed as follows, and shown upon -the map annexed and thereon coloured red: (see par-
ticulars); from the date hereof; for the term of (see particulars) years thence ensuing. )

.- Payments—2, ) ) .
S In éohsideration whereof the Licensee hereby covenants, promises, and agrees with the Licensor as follows: The Licensée
~. .shall’ pay to the ‘said Licensor the: several suihs atithe times and in the manner following, namely:— . :
.. (@) A-stumpage price for the timbeér at the following rates; payable immediately tipon receipt of account: (As bid.)

U (b An ahtnual' :entai, based on (sge pérticula:s) acres, at the rate of : per ;acre; amounting to § (see

particulars); further payments to be made annually in advance -on the.. —..day of
in each: year hereafter during the continuance of the licence hereby granted:; Provided that such annual rental
is to: be reduced in each year by the omission' from -its computation of six hundred and forty acres or any
multiple thereof as provided in the “ Forest Act.” )

(¢.). All-forest-protection dues as provided in the “Forest Act ”_’ﬁ‘;and amendments; payable annually in' advance on

the.: . day of : . in each year during the life of this contract.
(d) The eost of cruising and advertising ineident to ‘this contract; being the stim of $ (see particulars).
(e.) Royalties as provided in the “Forest Act” and amendments, payable immediately upon receipt of account.

’ (f.) The cost .of scaling, payable immediately upon reesipt of account.
Conditions—3. ‘ . A :
And the Lessee further covenants, promises, and agrees to-cut and remove said-timber in strict aecordance with the following
- conditions and with all regulations-and provisions governing timber sales in the “ Forest Act” and amendments:— .

~ (@) No timber will be removed from the sale area until it has been conspicuously marked with the following registered
: amark issued for this timber sale: - (Se¢ particulars.) . : ) w
(b)) “Stumps will be cut so as to -cause the least practicable wast;, and will not be cut higher than the diameter of
the'tree at the point where it is cut, and in no case higher than. (se¢ particulars) inches on the side adjacent to the
highest ground, except in wnusual cases in the diseretion of the ‘officer of the Forest Branech in charge. All trees
- will be -uitilized to as low a diameter in the tops as practicable, so as to cause the least waste, and to the minimum
diameter of (see particulars) inchés when metrchantable in. the judgment of the officer of the- Forest Branc¢h in
charge. . Log lengths will be varied so as to provide. for the complete utilization .of merchantable timber.

(c.) . Any “(se¢ particulars) tres ‘which, in the judgment of the Forest Officer, contains a het total seale of (see particu-
" lars) per cent. or mote .of the total volume of the tree' suitable for the manufacture of -(see particulars) ‘shall be
considered mérchantable under the terms of this contract, and may be desighated for cutting by the Forest Officer.

(d.) All trees, designated as hereinafter defined; shall be cut: (See particulars.) . s
(e.) No unnecessary. damage will be done to young growth or to trees left standing. So far'as practicable; trees: will be
felled uphill, and no trees will be left lodged in the process of felling. If trees designated to be left standing are
badly damaged through ‘careléssnéss during the process of logging, or are cut, they will be paid for at the rate

of § per tree.
(f.) ‘When operations aré begun on .any natural logging area the cutting on that area shall be fully completed to the
- satisfaction of the Forest Officer in charge-before cutting may begin on other areas, unless such cutting is authorized
in writing with the requirément that cutting shall be completed on the area left unfinislied as soon as practicable.
(9.)" As far as practicable; all branches of the logging operation shall keep pace with one-another, and in no instance shall
.. .~ brush-disposal be allowed to fall behind cutting, except with the written consent .of the Forest Officer in charge.
(k.Y Unless other arrangements are made in writing with the District Forester at (see particulars), all timber will be
- scaled bafore removal from the sale area in accordance with the provisions of the “ Forest Act” and ainendments,
and in mno ‘case will any timber be manufaétured or sold until it has been properly scaled as provided in the
“Forest Act” and amendments. :

(@.) Trees designated for cutting in clause (d) which are left uncut, timber wasted in tops and stumps, trees left lodged .

in process of felling, and any merchantable timber which: is ‘cut and not removed from any portion of the cutting
area after logging ‘on that portion of the cutting area is completed shall be scaled; measured, or counted as herein-
before provided, and paid for as follows: (See particulars.) : .
(§.) Brush will be: disposed of as follows: (See particulars.)
(k.)- Provisions for fire-protection:  As provided in the “Forest Act.” i ;
(). Other clauses:  (See particulars.) - I;ovmz.




Provided that, upon the expiration of the said term, all rights of the Ticensee hereunder shall absolutely terminate, and any
and all timber then cut from and lying on the said jands shall be and become the absolute property of the Licensor: Provided
that the Minister of Lands may for good cause extend the said term, which he may do for a period not exceeding one year,
when the stumpage may be increased to such a rate as the said Minister may decide.

Provided further that, unless such amounts are reduced in writing by the Minister, at least shall be
. (Feet B.M., cords, ete.) ’
cut prior to. ; at least shall be cut prior to
(Date.) (Feet B.M., cords, ete.) (Date.)
at least.. shall be eut prior to
(Feet B.M., cords, ete.) (Date.)
The Licensee agrees that the sum of § which accompanied tender for timber covered by this '

contract, shall be held until the completion of the contract; and provided that the contract has been faithfully carried out tothe:
satisfaction of the Licensor will be refunded; otherwise this amount will be subject to such deductions as the Licensor may find-
necessary in order to carry out the full intent and provisions of this contract; or otherwise will be forfeited.

Except as may otherwise be provided by any Statute or Order in Council that may from time to time be in force, all timber:
cut under this contract shall be used in this Provinee, or be manufactured in this Province into boards, lath, shingles, or other:
sawn lumber, to such an extent to be of use in the trades without further manufacturing, except in the case of piles, telegraph"
and telephone poles, ties, and crib timber, which may be exported under an Order in Council.

The Licensee covenants with the Licensor:—

(@.) That he will not assign or transfer the licence hereby granted or any interest therein without the written consent
of the Licensor first had and obtained: ’

(b.) That no person of the Chinese or Japanese race shall be employed in or upon the cutting or remaval of any timber
under the terms of this licence, subject, however, to the rights of any such person under any treaty having the
force of law in Canada:

(e.) That in carrying out his operations under this licence he will in no way block, obstruct, or damage any road, trail,
or other property, and any obstruction caused or damage done by him will be removed and. repaired forthwith by-
the Licensee at his own expense. ‘

The decision of the Minister of Lands will be final in the interpretation of any of the terms and conditions of this contract.

The Forest Officer in charge, by giving notice to that effect in writing to the Licensee, or to the person in charge of logging
operations upon the area, may suspend any logging operation conducted upon this area, should violation of any of the terms;
covenants, provisoes, or conditions of this contract have occurred; and such violations shall render this contract liable to cancel-
lation by the Minister of Lands.

Provided further that the interest, rights, and privileges of the Licensee in the said hereditaments, tenements, and premises

shall be construed as subject always to all the provisions of the “ Forest Act” and amendments thereof.

Tn witness whereof the parties hereto have hereunto set their hands and seals the day and year first above written.

Signed, sealed, and delivered by the

Ticensor in the presence of— SEAL.

Signed, sealed, and delivered by the '
Licensee in the presence of— SEAL.

(Licensee or Purchaser. )

NotE.—If contracting party is a copartnership, the instrument should be signed and sealed by each member of the partnership.
If contracting party is a corporation, the corporate seal should be affixed by the officials who are authorized to execute deeds
on behalf of the corporation and be accompanied by the signature of these officials.

% Form 994, F.B.—4M-1037-8451
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