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Chapter 21
Environment—Regulating Reforestation

1.0 MAIN POINTS

Since 2012, the Ministry of Environment (Ministry) has addressed three
recommendations originally made in our 2009 audit of its processes to regulate
reforestation and has made progress towards implementing the remaining three
recommendations.

The Ministry has a plan to guide its reforestation and is reporting on its reforestation
activities both internally and externally. In addition, it is better monitoring forestry
operators’ compliance with reforestation requirements. However, by March 2014, the
Ministry had not yet streamlined its process for adjusting the forest management fees
for areas outside of Forest Management Agreements to ensure that the fee rate is
adequate to cover the cost of reforestation. Also, the Ministry needs to complete its
processes to monitor operators’ compliance with reforestation requirements for 2011
and 2012.

2.0 INTRODUCTION ‘

The Ministry is responsible for managing the province’s landscapes and renewable
natural resources. This includes responsibility for the sustainable use of the forest for the
benefit of current and future generations. Reforestation is an important part of
sustainable forest use, allowing a sustained flow of forest products and maintaining
forest ecosystem health. In 2012-13, in addition to its regulatory activities, the Ministry
spent $2.8 million on reforestation of historical harvest areas that are the Government’s
responsibility.

The Ministry regulates reforestation by issuing several types of licenses and permits,
including Forest Management Agreements (FMAs), Non-FMA Area Term Supply
Licenses (TSLs), and Forest Products Permits. Adequate reforestation through use of
licensing helps ensure that the forest will regenerate promptly and with the right kind of
trees.

Our 2009 Report — Volume 3, Chapter 6 concluded that the Ministry of Environment had
adequate processes to regulate reforestation of the provincial forest on Crown land as of
June 30, 2009 except for the lack of:

)} Processes to set reforestation fees at levels to cover reforestation costs

)} Monitoring of forest operators’ compliance with reforestation requirements

)} Verification of reforestation fees and use of those fees

) A communication strategy to inform stakeholders about the effectiveness of
reforestation and regular reports to oversee proper reforestation

" Ministry of Environment, 20712-13 Annual Report, p. 35.
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We made seven recommendations.

Our first follow-up, reported in our 2077 Report — Volume 2, Chapter 8, found that by
March 2011, the Ministry had made some progress on these recommendations. By
March 31, 2012, the Ministry had implemented one recommendation. This chapter
reports the results of our second follow-up of the remaining six recommendations.

To conduct this review, we followed the standards for assurance engagements
published in the CPA Canada Handbook - Assurance. To evaluate the Ministry’s
progress towards meeting our recommendations, we used the relevant criteria from the
original audit. The Ministry’s management agreed with the criteria in the original audit.

3.0 STATUS OF RECOMMENDATIONS

This section sets out each recommendation, context for the recommendation (in italics),
the Ministry’s actions up to March 31, 2014, and the status of the recommendations. We
found that the Ministry has implemented three recommendations and made progress on
the remaining three.

3.1 Need to Set Out Reforestation Requirements

We recommended that the Ministry of Environment establish processes for setting
reforestation terms and conditions and for approving forest product permits. (2009
Report — Volume 3; Public Accounts Committee agreement June 25, 2010)

Status - Partially Implemented

Using consistent processes to set reforestation terms and conditions, and approving
forest product permits (FPPs) helps ensure the Ministry only issues FPPs to reputable,
financially-viable companies. Lack of standard, documented reforestation terms
increases the risk that inappropriate reforestation terms are included in FPPs.

Since 2011, the Ministry has implemented a digital-permitting system that enables
reforestation terms to be added to FPPs. However, the Ministry lacks standard,
documented reforestation terms to include in FPPs.

We recommended that the Ministry of Environment establish processes to set
reforestation fees at a level to cover reforestation costs. (2009 Report — Volume 3; Public
Accounts Committee agreement June 25, 2010)

Status - Partially Implemented

The Ministry requires forestry companies set aside money (called reforestation fees) in
reforestation trust funds to cover the costs associated with reforestation of harvested
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areas. If fees are not set at a sufficient level, then taxpayers must cover the costs of
reforestation. Having a process to set appropriate reforestation fees helps ensure the
Ministry determines future reforestation costs and sets fees at a level to cover those
costs. Lack of such a process increases the risk that taxpayers will be required to pay for
the shortfall.

In 2011, the Ministry approved a new forestry directive on the calculation and
assessment of forest management fees on the FMA and TSL-licensed areas. By March
2014, the Ministry had consulted with every FMA and established new reforestation fees
for two of the four FMA areas. It was also in the process of reviewing the other two FMA
areas.

The Ministry is exploring options to enable a more flexible process for adjusting
reforestation fees in areas outside of FMAs so that they cover reforestation costs. The
Ministry has not amended the rates set out in The Forest Resources Management
Regulations for non-FMA area TSLs and permits since 1999.

3.2 Plan to Ensure Proper Reforestation Set

We recommended that the Ministry of Environment set a formal plan to ensure
proper reforestation of the forest. (2009 Report — Volume 3; Public Accounts Committee
agreement June 25, 2010)

Status - Implemented

Formal reforestation plans outline planned and future reforestation treatment activities,
types of treatment to occur, and when treatment will be completed. These plans help
ensure proper reforestation of Not-Sufficiently-Regenerated (NSR) forests that the
Government is responsible for.

The Ministry produces rolling five-year plans annually for identified NSR forests, and
provides periodic updates on progress made. The Ministry is using the Forest Service
Renewal Program to address its backlog of NSR lands that the Government is
responsible for remediating.

The Ministry recently completed aerial surveys to begin determining the remaining NSR
lands (potentially 800 hectares, or less than 1% of total harvested area). Once it has
completed ground reconnaissance to help determine the extent of remediation needed,
it plans to incorporate these remaining NSR forests into its Forest Service Renewal
Program.
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3.3 Need to Monitor Forest Operators’ Reforestation
Activities

We recommended that the Ministry of Environment establish processes to monitor
operators’ compliance with reforestation requirements. (2009 Report — Volume 3; Public
Accounts Committee agreement June 25, 2010)

Status - Partially Implemented

The Ministry must have a process to sufficiently monitor operators’ compliance with the
requirements set as terms and conditions of their licenses. Lack of such a process
increases the risk of forest ecosystems deteriorating and the quality of merchandisable
forest products decreasing.

Since 2011, the Ministry has developed a series of forestry directives. These directives
give Forest Service staff guidance on monitoring operators’ compliance with
reforestation requirements. Also, the Ministry requires FMAs and TSLs to submit a
regeneration assessment survey on an annual basis within a specified timeframe. The
Ministry has not been receiving these surveys as timely as it requires. Once received, the
Ministry does evaluate these surveys for accuracy and completeness. If the submitted
regeneration assessments are not accurate or complete, it investigates why.

Since 2011, FMAs and TSLs have submitted regeneration assessment surveys to the
Ministry. At March 2014, the Ministry had not completed its evaluations of all 2011 and
2012 annual surveys. It expects to complete this work using the forestry directives
during its 2014 field season.

3.4 Reporton Reforestation Activities Received

We recommended that senior management of the Ministry of Environment receive
regular reports with adequate information to properly oversee and regulate
reforestation. (2009 Report — Volume 3; Public Accounts Committee agreement June 25, 2010)

Status - Implemented

To properly oversee and regulate reforestation activities, management needs regular
information about the level of operators’ compliance with reforestation requirements,
how much operators paid into forest management and forest trust funds, what was spent
out of those funds, and for what.

The Ministry approved a silviculture? reporting directive in December 2013. The directive
describes what information about reforestation activities to report, how often, and from

2 Silviculture is the practice of controlling the establishment, growth, composition, health, and quality of forests to meet diverse
needs and values.
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and to whom. The directive requires Forest Service Branch staff to submit to senior
management an annual report on its reforestation. The annual report is to contain
various summaries on reforestation indicators (e.g., status of NSR, forest trust fund
financial activities and silviculture-related inspection results), recommendations to guide
future policy development, and planned actions to address findings that indicate a
potential compliance issue.

Although the directive was only recently approved, a draft has been in place and in use
since 2011. Our review of the 2012 and 2013 annual reports shows that the Ministry has
been receiving annual reports that include information required by the directive.

We recommended that the Ministry of Environment develop a communication
strategy to inform stakeholders about the effectiveness of reforestation activities in
the province. (2009 Report - Volume 3; Public Accounts Committee agreement June 25, 2010)

Status - Implemented

Public reporting makes the public aware of Government and industry responsibilities for
reforestation, and the regeneration status of Saskatchewan’s forests.

As previously noted, the Ministry approved a silviculture reporting directive in December
2013. The directive requires the annual report to be posted on the Ministry’s website.

We found that the Ministry has included on its website a page that outlines reforestation

in Saskatchewan, as well as links to documents that discuss the regeneration status of
Saskatchewan’s forests.

Provincial Auditor Saskatchewan 2014 Report — Volume 1 179







