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Outline

• Quick Background 
• Client Needs
• What levers can you pull, or do you want 

to pull - understand your inputs and 
cost/profit drivers

• Presenting a Solution
• Return on Investment
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Backgrounder

• Test and demonstrate the value and return on 
investment ($$$) of implementing operational 
forest inventories and analysis tools for improved 
fibre allocation and utilization;

• Collect and analyze block level inventory data;
• Demonstrate value, lower costs or increased 

revenue, resulting from making better decisions 
as they relate to allocation, harvesting 
silviculture, transportation, milling and markets.
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What is significant?

• Pulpmill
– no wood room – moving to in bush chipping
– Some examinations of juvenile wood and in-bush 

chipping
– Haul distance from portions of Trout Lake to Dryden is 

long
– Contractor operations 

• Sawmill
– sawlogs are based on a minimum log volume, in the 

bush
– Have used the optimizers to extract up to 15% high 

value sorts from the line 
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Understand the Levers
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Log Sorts
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Product Recovery by Log Grade - for an eastern Canadian stud mill
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Return to Log Value and Conversion Costs
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Product Pricing
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Sensitivities – Chip Price
Sensitivity to Chip Price
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Sensitivities – Lumber Price
Sensitivity to Lumber Price
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How is the inventory?
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Predicted vs. Actual
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Predicted vs. Actual
Actual vs Predicted Volume Delivered (1,100ha harvested)
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Scenarios
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Base Case

• FRI Volumes for harvest blocks
• Volume produce on average 70% sawlogs 

(EACOM)
• Balance of softwood is chipped for Domtar
• Hardwood is going to Weyerhaeuser -

Kenora
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Optimization - Scheduling Scenarios

• Using operational inventory
• Using Remsoft’s Allocation Optimizer

– Scenario 1: Maximize Profit
• Find best allocation to maximize profit
• Maintain constraints on minimum mill deliveries

– Scenario 2: Manage Log Size
• Maintain an average log size of 0.055 m3/log by 

quarter

– Scenario 3: More Destinations
• Add in specialty mill in Red Lake for large softwood 

sawlogs, and a cogen plant in Red Lake
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Managing Log Size at the Destination
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Net Revenue, by scenario
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Net Revenue, by scenario
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Return on Investment

• Is this worth my investment?
– Assume:
– A 1,000,000 ha forest
– Harvest of 5,000 ha/yr
– Consider the next 5 years harvest and forest 

products processing
– Sample 10 years of harvest allocation (50,000 

ha)

Forest Co-Op Fibre Optimization Project

Return on Investment

$          851,150.00 $                876,150.00 $        (25,000.00)5

$          851,150.00 $                876,150.00 $        (25,000.00)4

$          851,150.00 $                876,150.00 $        (25,000.00)3

$          851,150.00 $                876,150.00 $        (25,000.00)2

$          851,150.00 $                876,150.00 $        (25,000.00)1

$         (610,000.00)$      (610,000.00)0

Cash FlowBenefitInvestmentYear

Internal Rate of Return = 138%
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Concluding Statements

• Variability
• Price Sensitivity
• Understand Driving Factors
• Environmental Considerations
• Integration
• Harvest Allocations within FMP’s
• Contractor and Operational Changes
• Flexibility
• Road Building
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Thank You


