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Actions Taken to Implement
AFA Environmental Policy

A comprehensive compliance monitoring plan _wés devised and implemented during
the year in consultation with the Ministry of Natural Resources.

An independent audit of forest management was scheduled to be conducted in the fall
of 1997/98.

Support for research included the development of computer models for forest
management scheduling, analysis of landscape-scale forest structure on densities of
pileated woodpeckers, and growth and yield data acquisztmn and modelling for both
hardwoods and pine.

Staff received training in new computer software, wood measurement, wildlife
guidelines, and advanced first aid/CPR. Al staff involved in tree marking have
completed the certification program and several at the advanced level.

Communication about forest management activities in Algonquin Park was provided
by distributing newsletters, the annual report, and a new video tape about historical
and current forest practices. The partnership with The Friends of Algonguin Park
to maintain and develop the Algonguin Logging Museum continues.

The forest inventory for the Algonquin forest was updated and the database revised
in preparation for the next planning period.
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\ ’ TO HER HONOUR
A The Lieutenant-Governor
N—r . .
Ontaric of the Provinece of Ontario

MAY IT PLEASE YOUR HONOUR

The undersigned begs respectfully to present to Your Honour the Annual
Report of the Algonquin Forestry Authority for the year beginning April 1,
1996 and ending March 31, 1997.

THE HONOURABLE CHRIS HODGSON
Minister of Natural Resources

Honourable Sir:
Thave the honour to submit to you the Annual Report of the

Algonqguin Forestry Authority for the year beginning
April 1, 1996 and ending March 31, 1997.

ROBERT KEEN, R.P.F.
Chairman

CHRIS HODGSON

Min
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Chairman’s Foreword
By Robert H. Keen, RP.F.

This is the last time I have the pleasure of preparing the foreword for
the AFA’s Annual Report. It has been a great privilege and honour for me
1o have been part of the AFA over the past five years.

As always, AFA staff have performed this year’s business with the
utmost professionalism that is expected from this organization.

The year has brought two changes to the Board’s membership. Sandra
Beaudry of Rutherglen and Cathy Trebinskie of Barry's Bay both completed their terms. We thank
these individuals for their interest and ideas and wish them all the best in their future endeavours.

There has been constant change within Algonquin Park over the years; changes in forestry
practices, forest management responsibilities, the development of wilderness zones and more.
These changes have been necessary to ensure that logging continues to successfully co-exist with
other Park values and users.

What Park users may not realize is that the unique culture and herztage of the smaller
communities surrounding the Park have evolved largely because of the forest industry both inside
and outside Algonquin Park. Many of the area’s woodsworkers’ families have been involved in
Jorestry for several generations. In fact, this year one family celebrated 150 years of logging in the
Ottawa Valley. For these folks, forestry is not merely a 9 to 5 job. Indeed, many are in the forest
by 4 a.m. and work until well afier dark. Forestry is their way of life and not easily substituted.

As urban pressures continue on a limited land base, the forest industry must take a pro-active
role to inform the public about its economic and cultural importance in Ontario. Only awell
informed public can make educated decisions about our resources.

As I reflect on the importance of the forest industry to the local communities, I am reminded of a
very wise forester who said that the success of our industry is 10% trees and 90% people. ~ While
preparing this foreword I felt it necessary to break away from reporting only events up to the end of
March 31st, and communicate the following about one of our own.

I D. (Joe) Bird, R.P.F., the founding General Manager of the Algonquin Forest;yAuthomy
passed away July 19, 1997. Joe was an inspiration to all and an icon to the forestry profession as
well as the community. Joe provided me with my first opportunity as a forestry consultant with a
tree marking contract in Algonquin Park. Our deal was signed with a handshake. That was Joe s
style. I know I am not alone when I say I will miss Joe’s incredible insight, wisdom and
compassion for life and people. On behalf of the directors and staff of the AFA, I extend my
condolences to Joe’s family and hope they find some comfort in knowing that Joe was so highly
regarded by his friends and peers.
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Introduction

When Algonquin Park was first
established in 1893, logging had been
underway for over 50 years. The
continuance of logging was one of the five
multiple-use objectives set for the Park when
it was formed. To this day, logging endures
as an important part of Algonquin’s unique
heritage.

The Algonquin Forestry Authority (AFA)
is an Ontario Crown agency established in
1975, in response to public concern for the

. most beneficial means of maintaining a

multiple-use approach in Algonquin
Provincial Park. The AFA is responsible for
forest management and harvesting activities
within the Park’s 7,600 square kilometres;
4,850 square kilometres of productive forest
area are available for forest management.

' The Authority follows the direction
identified in the Algonquin Provincial Park
Master Plan and the Forest Management Plan
for Algonquin Park.

The Board of Directors of the Authority
supervises the affairs of the Authority to

|

ensure its efficiency and effectiveness, and
advises the Minister on new policies or
objectives which the Board feels may
warrant adoption.

The Authority applies the principles of
sustainable development to balance the
public’s concern for protecting Park values in
recreation, fisheries, wildlife habitat and
natural and cultural heritage areas, with the
need to maintain an adequate supply of forest
products to mills dependent on Park timber.

Sustainable development is ‘development
that meets the needs of the present without
compromising the ability of future
generations to meet their own needs’. (World

Commission on Environment and Development,
United Nations, 1987).

The Authority conducts its logging
operations primarily through local
contractors who employ approximately 400
woodsworkers. The forest industry supplied
by Algonquin Park timber employs 1,800
people in mills.
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General Manager’s Report
By W. J. Brown, R.P.F.

The trend to even higher stumpage costs and the continued shifting of
responsibility from the Ministry of Natural Resources to the forest industry
was experienced equally by the AFA. A major increase in stumpage costs
was implemented in March, 1997 and the impact will be apparent in the
1997/98 fiscal year.

New responsibilities and the costs associated with implementing a compliance program and an
update of the forest inventory were addressed during the year.

Market conditions for the sawmill sector were positive for the year while the pulp sector
struggled to recover from the steep decline which occurred early in the year. Prices for the
composite sector declined steeply in the fall.

During the year, a provincial government committee conducted a review of all agencies, boards
and commissions. The committee concluded that the AFA should be retained, subject to an
operational review. A report on the operational review was to be completed subsequent to year-
end.

A legal action was initiated last fall which challenged the legal authority of the Minister of

" Natural Resources to approve the 1995-2015 Forest Management Plan for Algonquin Park and

five other management units in Central Ontario. The case was scheduled to be heard before the
courts in May, 1997. AFA is confident that the plan for the Algonquin forest meets all legal
requirements, and that it provides for sustainable management.

The Chairman’s Foreword reports on the death of Mr. I. D. (Joe) Bird, R.P.F., my predecessor
as General Manager. Joe maintained his interest and involvement with the AFA to the end. I
sought his advice often, and I will be ever grateful for the wisdom of that advice and the

~ friendship he provided.

Forecast for 1997/98

As forecast last year, the ongoing transfer of costs and responsibilities puts increasing pressure
on delivered wood costs and this trend will continue throughout 1997/98. The challenge will be
to meet the new responsibilities while streamlining to offset cost increases. Technology,
innovation, and well-motivated people will be the keys to success. Further mergers and
acquisitions in all sectors of the forest industry in the central region of Ontario are probable.
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Product Distribution - Algonquin Park

TOTALS 545,080 412,475 420,847 379,980

Summary of 1996 - 1997 Forest Management Program
Algonquin Park Management Unit '
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Forest Management

The forest management goal for Algonquin
Park is:

To produce a continuous supply of forest
products to the forest industry of the region
through environmentally-sound forest
management practices and in harmony with
other Park uses and values.

This is accomplished by using forest
management techniques that preserve and
protect recreational values, fish and wildlife
habitat, and other Park resources. This
allows Algonquin Park to support both an
important forest harvesting and
manufacturing business, and a major tourism
industry.

The 1995-2015 Forest Management Plan
(FMP) provides the specific direction for
conducting forest management operations in
Algonquin Park. The forest management
program for 1996-1997 is illustrated on the
preceding page and is compared to annual
targets from the FMP and the 1995-1996

operating program,

The identification of trees for harvest and
retention (tree marking) was carried out on
6,351 hectares. Area marked was less than
anticipated due to the late start-up of some
operations. Net result for the year was a
reduction of areas marked in preparation for
the next year.

Four hundred and eighty-four thousand
trees were planied on 577 hectares harvested
under the uniform shelterwood sysfem.

Site preparation was completed on 290
hectares for pine, 50 ha for red pine and 12
ha for yellow birch. All site preparation was
for natural regeneration.

Spacing, thinning and improvement work
(improvement evenaged) resulted in 30
hectares of red pine plantation being thinned.
Also treated were 247 hectares of white pine
stands. Hardwood stand improvement was
carried out on 3,377 ha (improvement
unevenaged). This work enhances the
growth of residual trees and natural
regeneration.

Regeneration/stocking assessments were
conducted on 4,681 ha. Surveys on 328 ha
of areas previously planted or site prepared
for natural regeneration indicated that 267 ha
(81%) are now Free-to-Grow (FTG). The
Temaining area requires move time to reach
FTG status.

Assessments on areas identified for natural
regeneration indicated that 78% are Free-to-
Grow or will be in a few years. Ten hectares
require release from competing vegetation

“over the next few years; 775 ha will need

planting or enhancement of pine
regeneration.

Five hundred and twenty hectares will
require harvesting to open the forest canopy
and encourage natural regeneration.
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Results of Operations

Harvesting '
The species mix of forest products

produced resulted in lower total operating
revenues of $13,726,459. This represents a
decrease of $429,891 compared to 1995-96.

The transfer of wood measurement costs
($175,724) from the Forest Management
Undertaking to operations, and continued
modifications to the Ontario market-based
stumpage system contributed to decreased
operating income of $1,259,650. This is
$316,428 below the previous year.

Administrative costs were down slightly
despite higher depreciation and amortization
and legal/consulting costs. Net loss for the
year amounted to $66,414 compared to the
1995-96 net income of $247,944.

~J

Forest Management Undertaking (FMU)

During the year, the method of accounting
for Crown stumpage was adjusted to reflect
the requirements of the Crown Forest
Sustainability Act. The forest renewal
portion of the Crown stumpage matrix was
retained by the Authority, in trust for the
Crown, and used to fund eligible silvicultural
work on a cost recovery basis. On a cost
recovery basis, the forest renewal revenue of
$1,301,117 represents the allowable
silvicultural expenditures incurred during the
year.

The current year net income of $35,917
results directly from consulting and other
revenues generated during the year. This
varies significantly from the previous year
when all components of the Crown stumpage
matrix were recorded as FMU revenues and
not set aside in funded reserves or as
amounts due to Consolidated Revenue Fund.

Financial Position

A long winter, coupled with strong product demand and high Crown stumpage rates at the end
of the production season, resulted in year-end accounts receivable balances increasing slightly to
$3,045,108 from $2,791,706 at March 31, 1996. Year-end cash balances totalled $2,365,557
compared to $1,262,537 of a year ago. Subsequent to the end of the year, $1,500,000 was
transferred to provide a minimum balance in the Forest Renewal Account.
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Contractor Safety Award

! Robert D. Robinson Logging of

o Maynooth, Ontario received the 1996-97
AFA Safety Award recognizing the best

! contractor safety record. Robinson Logging

~ celebrated their 25th year in business with no

lost time accidents in Algonquin Park during

the season.

Robert D. Robinson Logging Ltd. of Maynooth, Ontario, winners
of the 1996-97 AFA Safety Award, with AFA Manager of
Operations, Brent Connelly, far left.

Tree Marking' Certification

Over the past two years, all AFA
employees involved directly in the tree
i marking program have taken the Provincial
1B - Tree Marking Course. This leads to a license
i for marking on Crown land in Ontario.

i This season, woodsworkers from G.
Visneskie Logging, R. D. Robinson Logging
and W. F. Dombroski & Sons Logging
worked with some of the AFA marking staff
i during the early spring.

- __38

One person from
cach of these
contractors also
successfully completed
the Provincial Tree
Marking course.

The efforts of these
individuals and AFA
staff who assisted with-
exira training prior to
the course resulted in

David Pecarski of W. F.
Dombroski Logging in
Barry’s Bay.

excellent results.

The involvement of woodsworkers in the
marking program will enhance their
knowledge of forestry practices while
providing some spring employment and
another
delivery
mechanism for
the marking
program.

arry Burant, employed by
G. Visneskie Logging of
Killaloe, Ont.

Robert D. Robinson Logging
employee Tim Schuit.
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Board of Directors

- Chairman:

Robert Keen, R.P.F., Huntsville
Vice-Chairman:

Tom Coghlan, Harcourt

Directors: :

Tom Bartlett, Mattawa

Sandra Beaudry, Rutherglen

1. D. Bird, Huntsville

Roy- Campbell, Woodlawn
Barbara Carlstrom, Lakefield
Jack Duggan, Combermere
Andrea Hodgins, Toronto

Brian Sarginson, Bancroft
Catherine Trebinskie, Barry’s Bay

Officers:
W. J. Brown, R.P.F.
General Manager

T. K. Doyle, C.A.
Treasurer

Offices

222 Main Street West
Huntsville, Ontario
PIH1Y1

Telephone: (705) 789-9647
Facsimile; (705) 789-3353

General Meetings:

March 22-23, 1996
Huntsville, Ontario

May 30-31, 1996
Pembroke, Ontario

August 9-10, 1996
Mattawa, Ontario

October 24-25, 1996
Pembroke, Ontario

December 5-6, 1996
Huntsville, Ontario

-97 Board of Directors: Jack Duggan, Roy Campbell, Joe Bird,
Tom Bartlett, Andrea Hodgins, Rob Keen, Tom Coghlan.
Absent: Barbara Carlstrom, Brian Sarginson.

84 Isabella Street
Pembroke, Ontario

K8A 585

Telephone: (613) 735-0173
Facsimile: (613) 735-4192

This publication is available in French upon request.
Sur demande, vous pouvez obtenir la version francaise de ce rapport annuel.
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Office of the
Provincial Auditor
of Ontario

Bureau du
vérificateur provincial
de I'Ontario

Box 105, 15th Floor, 20 Dundas Street West, Toronto, Ontario M5G 2C2
B.P. 105, 15° étage, 20, rue Dundas ouest, Toronto (Ontario) M5G 2C2
(416)327-2381 Fax: (416)327-9862

Auditor’s Report

To the Members,
Algonquin Forestry Authority,
and to the Minister of Natural Resources

| have audited the balance sheets of the Algonquin Forestry Authority as at March 31, 1997 and the
i statements of operations and retained income and changes in financial position for the year then
ended.. These financial statements are the responsibility of the Authority’s management. My
responsibility is to express an opinion on these financial statements based on my audit.

v | conducted my audit in accordance with generally accepted auditing standards. Those standards

b require that | plan and perform an audit to obtain reasonable assurance whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing

the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation.

In my opinion, these financial statements present fairly, in all material respects, the financial position of
ik the Authority as at March 31, 1997 and the results of its operations and the changes in its financial
R position for the year then ended in accordance with generally accepted accounting principles.

‘ Toronto, Ontario K. W. Leishman, C.A.
‘i June 26, 1997 Assistant Provincial Auditor
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Balance Sheet

11

March 31
1997 1996
Assets
Current .
Cash $ 2,365,557 1,262,537
Receivables 3,045,521 2,791,706
Inventory 243,251 181,585
Prepaids 38.815 11,372
5,693,144 4,247,210
Restricted cash (Note 3) 1,529,213 1,480,775
Property and equipment (Note 4) 1,638,026 1,443,283
$ 8.860.,383 7,171,268
Liabilities
Current
Payables and accruals $ 476,385 317,938
Contractors’ performance holdbacks 60,759 28,807
Due to Consolidated Revenue Fund (Note 3) 851,898 —
1,389,042 346,745
Funded reserve
Forest Renewal Account (Note 3) 677,315 -
Retained income 6.794.026 8,824,523
$ 8,860,383 7,171,268
On behalf of the Board:
A - lor Ll
Director Director

See accompanying schedule and notes to the financtal statements.
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Statements of Operations and Retained Income

Year Ended March 31

12

1997 1996
Revenue
Product sales 12,322,347 12,738,079
Standing timber sales 1,193,846 1,208,161
Consulting and other 210,266 210,110
13,726,459 14,156,350
Expenditure ‘
Logging and distribution costs 8,991,762 9,049,067
Crown timber stumpage charges 3,200,000 3,376,179
Wood measurement 175,724 —
Road maintenance 45,317 99,949
Area charges - 39,882 39,410
Operations planning 14,124 15.667
12,466,809 12,580,272
Operating income 1,259,650 1,576,078
Administrative and other
Salaries and benefits 767,256 762,081
Depreciation and amortization 286,177 251,323
Office supplies and expenses 76,574 81,447
Consulting, legal and miscellaneous 67,130 39,730
Office rent _ 34,419 33,115
Interest 32,377 37,418
Staff travel and training 21,694 28,757
Director’s allowances and expenses 15,851 18,727
Insurance ‘ 13,758 15,577
Public relations 10,828 31,657
Social contract - 28,301
- 1,326.064 1,328,134
Net (loss) income for the period (66,414) 247,944
Operating retained income, beginning of year 3,580,578 3,332,634
Balance, end of the period 3,514,164 3,580,578
Forest Management Undertaking
Retained income, end of the period (Schedule) 3,279,862 3,243,945
Retained income, end of the period $ 6,794,026 $ 6,824,523

See accompanying schedule and notes to the financial statements.
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Statement of Changes in Financial Position
Year Ended March 31
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1997 1996
Cash derived from (applied to)
Operating
Net (loss) income for the year
Algonquin Forestry Authority $ (66,414) § 247,944
Forest Management Undertaking . 35,917 1,068,195.
Add (deduct): non-cash items
Depreciation and amortization 354,061 334,490
Gain on sale of fixed assets (28,218) (5,972)
295,346 1,644,657
Change in non-cash operating working capital 699,383 (706,273)
994,729 938,384
Investing
Acquisition of fixed assets - (548,804) (546,346)
Proceeds on sale of property and equipment 28,218 5,972
Contributions to Forest Renewal Account 677.315 -
156,729 (540,374)
Increase in cash 1,151,458 398,010
Cash and restricted cash, beginning of year 2,743.312 2,345,302
Cash and restricted cash, end of year $ 3,894770 3 2,743.312

See accompanying schedule and notes to the financial statements.




1

Algonquin Forestry Authority - 14

Forest Management Undertaking

Year Ended March 31

1997 1996
Revenue _
Forest renewal $ 1,301,117
Operating reimbursements 369,670
Consulting and other 35,916 79,623
Forest management revenue — 3,296,779
1,706,703 3,376,402
Expenditure
Equipment rentals 233,915 339,683
Stand |mprovement 224,736 303,310
Materials 227,369 276,089
Wages and benefits 218,795 472,633
Subcontractors - tree marklng and other 162,538 193,557
Salt and calcium 47,508 44 969
Vehicle costs 30,041 52,739
Paint 18,899 25,022
Board and provisions 6,981 18.496
1,170,782 1,726,498
Operating income 535,921 1,649,904
Administrative and other
Salaries and benefits 371,748 424,082
Depreciation 67,884 83,167
Office rent 17,526 20,344
Office expenses 10,585 11,992
Staff training 9,535 9,849
Insurance 7,745 - 10,454
Consuiting and miscellaneous 6,431 e
Public relations 5,362 5,507
Staff travel and relocation 3,188 4,014
Social contract N 12,300 -
500,004 581,709
Net income for the period 35,917 1,068,195
Retained income, beginning of year 3.243.945 2,175,750
Retained income, end of year $ 3,279,862 $ 3,243,945

Seé accofhpanying notes to the financial statements.
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Notes to the Financial Statements
March 31, 1997

1. Significant accounting policies

The financial statements have been prepared by management in accordance with generally accepted
accounting principles, with the significant ones summarized below.

Inventories
Inventories are valued on the first in, first out basis at the lower of cost or net realizable value.
Property and Equipment

Property and equipment are recorded at cost. Depreciation is provided on a straight-line basis, using rates
of 10% per annum for furniture, fixtures, technical equipment, bridges and leasehold improvements, 20%
per annum for data processing equipment, and 33 v per annum for automotive equipment. The cost of
capital roads is amortized over the estimated number of operating seasons for which the roads are to be
used, with a maximum amortization period of 10 years. Forest Management Undertaking (FMU) assets
are depreciated and amortized at the same rates as the assets mentioned above.

2. Forest Management Undertaking

Effective April 1, 1983, the Authority undertook certain forest and land management activities formerly
carried out by the Ministry of Natural Resources. Priorto April 1, 1996, revenue for these activities was
derived primarily from the retention of approximately 90% of the stumpage charges normally remitted to
the Ministry (identified as forest management revenue) and from funds provided by the Ministry for stand
and silvicultural improvements and operating reimbursements.

Effective April 1, 1998, the Ministry and the Authority entered into an agreement in principle which
provides for the Authority to continue to perform silvicultural work and maintain public access roads in
Algonquin Provingcial Park. Funding, on a cost recovery basis, for these activities is derived from the
Forest Renewal and Residual value charges, respectively, of the Crown Stumpage Matrix as prescribed
under the Crown Forest Sustainability Act.

3. Crown Stumpage

Under the terms of the Crown Forest Sustainability Act, the Crown Stumpage Matrix consists of minimum
stumpage charge, forest renewal charge and residual value charge. All stumpage charges collected by
the Authority in trust for the Crown, net of allowable expenses, are disclosed as restricted cash. The
minimum stumpage charge and residual value charge portions of the matrix are payable to the Crown.
The forest renewal charge portion of the matrix is retained by the Authority, in trust for the Crown, to fund
eligible silvicultural work undertaken by the Authority on behalf of the Crown.
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- Notes to the Financial Statements
March 31, 1997
4, Property and Equipment
1997 1996
Accumulated Net Net
Cost Depreciation Book Value  Book Value
Fumiture and fixtures $ 93,003 $ 69,328 $ 23,675 $ 19,955 '
Data processing equipment 192,125 : 132,732 59,393 75,586
Bridges and buildings 38,679 17,362 21,317 9,000
| Technical equipment 193,684 145,869 47,815 61,980
§ Automotive equipment 172,813 106,389 66,424 43,542
Capital roads 3,369,262 2,060,284 1,308,978 1,078,110
Leasehold improvements 38,326 24,980 13,346 5,471
: FMU assets ' 476,499 379,421 97,078 149,639
| $ 4,574,391 $ 2,936,365 $1.638,026 $1.443.283
' 5. Pension Plan

The Authority provides pension benefits for all its fuill-time employees through participation in the Public
Service Pension Fund (PSPF) established by the Province of Ontario.

The Authority’s contributions related to the pension plan for the year were $78,700 (1996 - $88,220), and
are included in salaries and benefits in the Statement of Operations and Retained income and the
Schedule.

6. Remuneration of appointees

Total remuneration of the Board members of the Authority was $6,300 during the 1997 fiscal year (1996 -
$8.400).

7. Subsequent event

The Authority continues to negotiate a long-term forestry agreement with the Minister of Natural Resources
that would become effective April 1, 1897. This draft agreement provides for the provision and funding of
services as outlined in Note 2. In addition, the draft agreement provides for the transfer of $1,500,000
from the Forest Management Undertaking account to provide a minimum balance in the Forest Renewal

!l Account. The transfer of funds took place subsequent to year-end.
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